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DRILUNG MUD CORPORATION
6th_7thFloors,Vietnam PetroleumInstitute Tower, 167 Trung Kinh,
CauGiay District, Hanoi, S.R.Vietnam

STATEMENT OF THE BOARD OF DIRECTORS

The Board of Directors of Drilling Mud Corporation (the "Corporation'') presents this report together
with the Corporation's consolidatedfinancial statements for the year ended 31 December2016.

BOARDS OF MANAGEMENT AND DIRECTORS

The members of the Boards of Managementand Directors of the Corporationwho held office during
the year and to the date of this report are as follows:

Board of Management

Mr. NguyenNgocKhanh Chairman
Mr. Ton AnhThi Member
Mr. DoXuanVinh Member
Mr. HaDuyTan Member
Mr. NguyenNgocQuynh Member

Board of Directors

~

Mr. TonAnh Thi GeneralDirector
Mr. LeHai Phong Deputy GeneralDirector
Mr. PhamXuanToan Deputy GeneralDirector
Mr. LuuQuocPhuong Deputy GeneralDirector
Ms.Vu HoangHoa Deputy GeneralDirector
Mr. KhuatQuangTien Deputy GeneralDirector

BOARD OF DIRECTORS' STATEMENT OF RESPONSIBIUTY

The Board of Directors of the Corporation is responsible for preparing the consolidated financial
statements, which give a true and fair view of the consolidatedfinancial position of the Corporationas
at 31 December2016, and its consolidatedfinancial performance and its consolidatedcash flows for
the year then ended in accordancewith Vietnamese Accounting Standards, accounting regime for
enterprises and legal regulations relating to financial reporting. In preparing these consolidated
financial statements, the Boardof Directors is required to:

• select suitable accounting policiesand then apply them consistently;
• makejudgments and estimates that are reasonableand prudent;
• state whether applicable accounting principles have been followed, subject to any material

departures disclosedand explained in the consolidatedfinancial statements;
• prepare the consolidatedfinancial statements on the going concernbasis unless it is inappropriate

to presumethat the Corporationwill continue in business; and
• design and implement an effective internal control system for the purpose of properly preparing

and presenting the consolidatedfinancial statements so as to minimize errors and frauds.
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DRILUNG MUD CORPORATION
6th-]tIlFloors,Vietnam PetroleumInstitute Tower, 167Trung Kinh,
CauGiay District, Hanoi,S.R.Vietnam

STATEMENT OF THE BOARD OF DIRECTORS (Continued)

The Board of Directors is responsible for ensuring that proper accounting records are kept, which
disclose,with reasonableaccuracyat any time, the consolidatedfinancial position of the Corporation
and that the consolidated financial statements comply with Vietnamese Accounting Standards,
accounting regime for enterprises and legal regulations relating to financial reporting. The Board of
Directors is also responsible for safeguarding the assets of the Corporation and hence for taking
reasonablesteps for the prevention and detection of frauds and other irregularities.

The Board of Directors confirms that the Corporation has complied with the above requirements in
preparing these consolidatedfinancial statements.

For and on behalf of the Boardof Directors, ~

Ton Anh Thi
General Director

Hanoi, 10March 2017
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Deloitte. Deloitte Vietnam Company Ltd.
12A Floor, Vinaconex Tower,
34 Lang Ha Street, Lang HaWard,
Dong Da District, Hanoi, Vietnam
Tel: +844 6288 3568
Fax:+844 6288 5678
www.deloitte.com/vn

No.: 547/VNIA-HN-8C

INDEPENDENT AUDITORS' REPORT

12: The Shareholders
The Boards of Management and Directors
Drilling Mud Corporation

Wehaveaudited the accompanyingconsolidatedfinancial statements of Drilling MudCorporation(the
"Corporation"), preparedon 10 March2017 as set out from page 05 to page 39, which comprisethe
consolidated balance sheet as at 31 December 2016, the consolidated statement of income, the
consolidated statement of cash flows for the year then ended, and a summary of significant
accountingpoliciesand other explanatory information.

Management's Responsibility for the consolidated financial statements

Managementis responsiblefor the preparation and fair presentation of these consolidatedfinancial
statements in accordancewith VietnameseAccountingStandards, accounting regime for enterprises
and legal regulations relating to financial reporting and for such internal control as management
determines is necessaryto enable the preparation of the consolidatedfinancial statements that are
free from material misstatement,whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these consolidatedfinancial statements basedon our
audit. Weconductedour audit in accordancewith VietnameseStandardson Auditing. Thosestandards
require that we complywith ethical requirementsand plan and perform the audit to obtain reasonable
assuranceabout whether the consolidatedfinancialstatementsare free from material misstatement.

An audit involves performing proceduresto obtain audit evidenceabout the amounts and disclosures
in the consolidatedfinancial statements. The proceduresselecteddependon the auditors' judgment,
including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments,the auditors consider
internal control relevant to the Company's preparation and fair presentation of the consolidated
financial statements in order to design audit proceduresthat are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectivenessof the Corporation's internal
control. An audit also includes evaluating the appropriatenessof accounting policies used and the
reasonablenessof accounting estimates made by management, as well as evaluating the overall
presentationof the consolidatedfinancialstatements.

We believethat the audit evidencewe haveobtained is sufficient and appropriate to provide a basis
for our audit opinion.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee
("DTTL"), its network of member firms, and their related entities. DTTLand each of its member firms are legally
separate and independent entities. DTTL (also referred to as "Deloitte Global") does not provide services to clients.
Pleasesee www.deloitte.com/about for a more detailed description ~f DTTLand its member firms.
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INDEPENDENT AUDITORS' REPORT (Continued)

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Corporation as at 31 December 2016, and its consolidated
financial performance and its consolidated cash flows for the year then ended in accordancewith
VietnameseAccountingStandards,accounting regime for enterprisesand legal regulations relating to
financial reporting.
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Pham
Deputy General Director
Audit PractisingRegistrationCertificate
No. 0042-2013-001-1

Bui Thi Thu Huong
Auditor
Audit PractisingRegistrationCertificate
No. 1688-2013-001-1

For and on behalf of
DELOITTE VIETNAM COMPANY LIMITED

10 March 2017
Hanoi, S.R. Vietnam
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",. DRILUNG MUD CORPORATION FORM B 01-DN/HN
6th-?t" Floors, Vietnam Petroleum Institute Tower, Issued under Circular NO.202/2014/TT-BTC
167 Trung Kinh, Cau Giay District, Hanoi, S.R. Vietnam dated 22 December 2014 of the Ministry of Financen

" CONSOLIDATED BALANCE SHEET,. As at 31 December 2016
Unit: VND,.

ASSETS CodesNotes Closingbalance Openingbalance

" CURRENTASSETSA. 100 1,667,028,060,761 1,706,138,850,980

A I. Cash and cash equivalents 110 5 203,305,170,183 311,385,554,635

J1 1. Cash 111 66,719,059,072 90,786,002,969
2. Cash equivalents 112 136,586,111,111 220,599,551,666

A II. Short-term financial investments 120 11,500,000,000 2,302,069,649.. 1. Held-to-maturity investments 123 11,500,000,000 2,302,069,649

n III. Short-term receivables 130 964,992,438,750 633,489,728,015
1. Short-term trade receivables 131 6 961,023,168,674 536,831,125,045,. 2. Short-term advances to suppliers 132 38,760,794,456 94,223,175,099
3. Other short-term receivables 136 7 11,328,999,950 23,311,134,449.. 4. Provision for short-term doubtful debts 137 8 (46,120,524,330) (20,875,706,578) =5{}(

n IV. Inventories 140 9 464,819,133,678 712,229,974,506 -
1. Inventories 141 501,043,847,207 745,803,444,045 i 1

• 2. Provision for devaluation of inventories 149 (36,224,713,529) (33,573,469,539) ~111
H

" V. Other short-term assets 150 22,411,318,150 46,731,524,175 NJ
1. Short-term prepayments 151 4,054,001,027 4,965,225,386 -.. 2. Value added tax deductibles 152 17,499,822,292 19,717,004,415 .11

-:;;;;
3. Taxes and other receivables from the State 153 11 857,494,831 22,049,294,374

~ budget.. B. NON-CURRENTASSETS 200 321,610,907,712 286,154,745,479.. I. Long-termreceivables 210 209,177,230 492,891,775

J
1. Other long-term receivables 216 7 209,177,230 492,891,775

R II. Fixedassets 220 300,051,361,656 239,550,120,596

" 1. Tangible fixed assets 221 10 274,701,624,433 215,919,240,907

- Cost 222 460,453,732,348 392,459,188,148,. - Accumulated depredation 223 (185,752,107,915) (176,539,947,241),. 2. Intangible assets 227 25,349,737,223 23,630,879,689

- Cost 228 29,626,886,814 27,121,942,841.. - Accumulated amortisation 229 (4,277,149,591) (3,491,063,152).. III. Long-termassets in progress 240 19,030,616,643
1. Construction in progress 242 19,030,616,643

III IV. Long-termfinancial investments 250 7,780,107,520 11,656,877,590,. 1. Investments in joint-ventures 252 12 7,780,107,520 11,656,877,590

A
v. Other long-term assets 260 13,570,261,306 15,424,238,875

1. Long-term prepayments 261 2,185,289,786 4,870,379,664.. 2. Deferred tax assets 262 11,384,971,520 10,553,859,211

JII
TOTALASSETS(270=100 + 200) 270 1,988,638,968,473 1,992,293,596,459

" The accompanying notes are an integral part of these consolidated financial statements
5,.



"JII DRILUNG MUD CORPORATION FORM B Ol-DN/HN
6th-7th Floors,Vietnam Petroleum Institute Tower, Issued under CircularNo.202/2014{TT-BTC
167 Trung Kinh,Cau GiayDistrict, Hanoi, S.R. Vietnam dated 22 December 2014 of the MinistrYof Finance.... CONSOLIDATED BALANCE SHEET (Continued).. As at 31 December 2016

Unit: VND..
RESOURCES CodesNotes Closing balance Opening balance.... C. UABIUTIES 300 961,546,783,215 793,169,244,065.. I • Current liabilities 310 937,034,475,506 735,998,545,658

1. Short-term trade payables 311 13 311,975,755,896 239,458,072,558

II 2. Short-term advances from customers 312 29,489,264,187 71,648,736,861
3. Taxes and amounts payable to the State 313 11 9,513,534,268 5,721,449,956.. budget
4. Payables to employees 314 7,209,288,677 12,578,784,318.. 5. Short-term accrued expenses 315 39,574,868,135 46,099,943,458
6. Short-term unearned revenue 318 885,813,140 1,025,678,373• 7. Other current payables 319 14 7,587,212,579 9,820,422,679
8. Short-term loans and obligations under 320 15 505,445,181,201 330,134,443,475• finance leases

• 9. Short-term provisions 321 5,991,494,012 1,208,167,279
10. Bonusand welfare funds 322 19,362,063,411 18,302,846,701

• II. Long-term liabilities 330 24,512,307,709 57,170,698,407

• 1. Long-term loans and obligations under 338 16 8,986,094,201 41,539,900,982
finance leases

• 2. Long-term provisions 342 300,725,953
3. Scientificand technologicaldevelopment fund 343 15,225,487,555 15,630,797,425.. D. EQUITY 400 1,027,092,185,258 1,199,124,352,394

• I. Owners' equity 410 1,026,242,587,229 1,197,403,459,365.. 1. Owners' contributed capital 411 17 500,000,000,000 500,000,000,000 f- Ordinary shares carrying voting rights 411a 500,ODD, ODD, 000 500,ODD, ODD, 000 c.. 2. Share premium 412 17 18,965,245,000 18,965,245,000 ."
3. Foreignexchange reserve 417 17 2,735,445,631 2,648,777,396 *.. 4. Investment and development fund 418 17 101,000,199,194 103,558,957,528 ~
5. Retained earnings 421 17 217,240,717,903 357,850,340,189• - Retained earnings accumulated to the prior 421a 267,603,105,847 252,308,190,459.. yearend
- Retained earnings of the current year 421b (50,362,387,944) 105,542,149"30.. 6. Non-controllinginterests 429 186,300,979,501 214,380,139,252

• II. Other resources and funds 430 849,598,029 1,720,893,029
1. Subsidisedfunds 431 1,720,893,029..

TOTAL~(440=3 ••+4••)~ 440 1,992,293,596,459..
• ..

• Ta Dinh Khang Bui Tuan Ngoc
Preparer Chief Accountant• 10 March 2017

• The accompanying notes are an integral part of these consolidated financial statements
6•
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DRILUNG MUDCORPORATION FORMB 02-DN/HN
6th-]tl' Floors, Vietnam Petroleum Institute Tower, Issued under Circular No.202/2014/TT-BTC
167 Trung Kinh, Cau Giay District, Hanoi, S.R. Vietnam dated 22 December 2014 of the Ministry of Finance

CONSOLIDATED INCOME STATEMENT

For the year ended 31 December 2016
Unit: VND

ITEMS Codes Notes Current year Prior year

I.Gross revenue from goods sold and services 01 20 3,063,050,094,059 3,606,337,266,331rendered

2. Deductions 02 20 2,482,506,429 2,048,322,570
3. Net revenue from goods sold and services 10 3,060,567,587,630 3,604,288,943,761
rendered (10=01-02)
4. Cost of sales 11 2,819,355,469,429 3,089,356,149,553
5. Gross profit from revenue from goods sold 20 241,212,118,201 514,932,794,208
and services rendered (20=10-11)
6. Financialincome 21 22 15,039,771,278 19,871,232,766
7. Financialexpenses 22 23 37,866,613,376 41,437,312,158

- In which: Interest expense 23 19,845,246,814 18,180,642,361
8. Share of (loss) from joint ventures and associates 24 (3,963,438,305) (1,693,276,604)
9. Sellingexpenses 25 24 65,819,358,209 75,850,808,455

10. General and administration expenses 26 24 172,074,563,978 204,047,905,701
ftAlt .~

E ~
11. Operating (Ioss)/profit 30 (23,472,084,389) 211,774,724,056 A .~

(30=20+(21-22)+24-(25+26» f;J
12. Other income 31 16,680,856,342 52,971,836,140

13. Other expenses 32 11,479,306,093 12,302,086,348

14. Profit from other activities 40 5,201,550,249 40,669,749,792
(40=31-32) j

.,.
15. Accounting (Ioss)/profit before tax 50 (18,270,534,140) 252,444,473,848 /

(50=30+40) C

16. Current corporate incometax expense 51 15,999,756,907 43,880,578,810 \-'-
17. Deferred corporate tax (income)/expense 52 (831,112,309) 9,220,654,192 ~

18. Net (Ioss)/profit after corporate income tax 60 (33,439,178,738) 199,343,240,846

(60=50-51-52)
18.1. Equity holders of the Holding Company 61 105,542,149,730
18.2. Non-controlling in rests 62 93,801,091,116
19. Basic (Ioss)/ea ings per share 70 25 1,788

Ta Dinh Khang
Preparer

Bui Tuan Ngoc
Chief Accountant

10 March 2017

The accompanying notes are an integral part of these consolidated financial statements
7
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III DRILUNG MUDCORPORATION FORMB 03-DN/HN

6111-?IIl Floors, Vietnam Petroleum Institute Tower, Issued under Circular No.202/2014{TT-BTC
167 Trung Kinh, Cau Giay District, Hanoi, S.R. Vietnam dated 22 December 2014 of the Ministry of Finance.... CONSOLIDATED CASH FLOW STATEMENT.. For the year ended 31 December 2016

Unit: VND..
ITEMS Codes Current year Prior year..
I. CASH FLOWS FROM OPERATING ACTIVITIES.. 1. (Loss)/Profit before tax 01 (18,270,534,140) 252,444,473,848

• 2. Adjustments for:.. Depreciation and amortisation of fixed assets 02 35,402,077,538 31,858,006,963

Provisions 03 32,679,388,475 14,733,354,130.. Foreign exchange loss arising from translating foreign 04 1,369,975,077 1,021,466,007.. currency items

(Gain) from investing activities 05 (7,157,361,585) (9,477,558,578)

JI Interest expense 06 19,845,246,814 18,180,642,361
Other adjustments 07 3,900,000,000• 3. Operatingprorlt before movements in working 08 63,868,792,179 312,660,384,731• capital
Increase, decrease in receivables 09 (325,650,686,339) 95,517,306'1

~

.. Increase, decrease in inventories 10 244,759,596,838 121,646,084,3

• Increase, decrease in payables (excluding accrued loan 11 (111,715,778,935) (356,937,104,28
interest and corporate income tax payable).. Increase, decrease in prepaid expenses 12 3,172,297,795 13,500,107,133.. Interest paid 14 (18,309,088,709) (19,461,923,615)

Corporate income tax paid 15 (7,373,740,890) (80,395,144,606)• Other cash inflows 16 1,157,705,000 1,928,000,000 .~
-.;'\.. Other cash outflows 17 (28,480,655,037) (36,501,932,677) 0/
fiN.. Net cash (used in)/generated by operating activities 20 (178,571,558,098) 51,955,777,319 'NG
VA

II. CASH FLOWS FROM INVESTING ACTIVITIES.. 1. Acquisition and construction of fixed assets and other 21 (13,079,110,021) (33,871,305,807) >-.. long-term assets
~

2. Proceeds from sale, disposal of fixed assets and other 22 801,809,093 159,272,729

• long-term assets
3. Cash outflow for lending, buying debt instruments 23 (11,500,000,000) (5,013,517,649).. of other entities

4. Cash recovered from lending, selling debt instruments 24 2,302,069,649 2,711,448,000• of other entities

5. Cash recovered from investments in other entities 26 15,083,000,000 1,344,501,548• 6. Interest earned, dividends and profits received 27 11,792,923,657 13,298,880,847

• Net cashgenerated by/(used in) investing activities 30 5,400,692,378 (21,370,720,332)..
•.... The accompanying notes are an integral part of these consolidated financial statements

8•
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DRILUNG MUD CORPORATION
6th-?t" Floors, Vietnam Petroleum Institute Tower,
167 Trung Kinh, Cau Giay District, Hanoi, S.R. Vietnam

FORM B 03-DN/HN
Issued under Circular No.202/2014{TT-BTC

dated 22 December 2014 of the Ministry of Finance

CONSOLIDATED CASH FLOW STATEMENT (Continued)
For the year ended 31 December 2016

ITEMS

III. CASH FLOWS FROM FINANCING ACTIVITIES

1. Proceedsfrom borrowings

2. Repaymentof borrowings

3. Dividendsand profits paid

Net cash generated by/(used in) financing activities

Net (decrease) in cash (50=20+30+40)

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year
(70=50+60)

Ta Dinh Khang
Preparer

Bui Tuan Ngoc
Chief Accountant

10 March 2017

Unit: VND

Codes Current year Prior year

33 1,339,951,637,405 1,341,982,146,029

34 (1,204,901,385,407) (1,497,509,726,391)

36 (69,959,770,730) (59,984,700,340)

40 65,090,481,268 (215,512,280,702)

50 (108,080,384,452) (184,927,223,715)

60 311,385,554,635 496,312,778,350

70 203,305,170,183 311,385,554,635

Jl

The accompanying notes are an integral part of these consolidated financial statements
9
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DRILUNG MUDCORPORATION FORMB 09-DN/HN
6111-71'"Floors,VietnamPetroleumInstituteTower, IssuedunderCircularNo.202/2014/lT-BTC
167TrungKinh,CauGiayDistrict,Hanoi,S.R.Vietnam dated22December2014of theMinistryof Finance

NOTESTOTHECONSOUDATEDFINANCIAL STATEMENTS
These notes are an integral part of and should be read in conjunction with the accompanying consolidated
financial statements

1. GENERAL INFORMATION

Structure of ownership

Drilling Mud Corporation (the "Corporation''), formerly known as Drilling Mud Joint Stock
Company,was establishedand operates under DecisionNo. 1544/QD-TCCBdated 28 April
2005 issued by the Minister of Industry (currently known as the Ministry of Industry and
Trade) on the basis of equitization of Drilling Mud Company which was a State-owned
enterprise and an independent accounting member of Vietnam Oil and Gas Group. The
Corporation was granted BusinessRegistration Certificate for Joint Stock Company No.
0103009579dated 18October2005by HanoiAuthority for Planningand Investment.

TheCorporation'sParentcompanyis VietnamOil andGasGroup.

Sharesof the Corporationare listed and traded on HanoiStock Exchange(HNX)with stock
symbolof PVC.

The Corporationwas granted the 18thAmendmentdated 27 January2015 issuedby Hanoi
Authority for Planningand Investment in respectof BusinessRegistrationCertificatefor Joint
Stock CompanyNo. 0103009579 dated 18 October 2005, under which the Corporation's
chartercapital isVND500,000,000,000,equivalentto 50,000,000shares.

Conducting technology transfer research, providing drilling fluid service, oil wells
completion and repair service, near wellbore zone treatment service, oil recovery
enhancingserviceandother oil andgasengineeringservices;

Producingdrilling fluid and petrochemical,cement for drilling wells and other substances
usedfor explorationdrilling, exploitation,paper industry, steel rolling industry;

Collecting,processingand recyclingscrapandwastematerialsfrom oil andgas industry;

Environmentaltreatment andenvironmentaltreatment technologiestransfer;

Tradingchemicals(exceptfor kindsprohibitedby the State), chemicalproducts,materials
and equipment for oil and gas exploration, exploitation, transportation, storage,
processingandother industries;

Importing and exporting chemicals(except for kinds prohibited by the State), chemical
products,equipment,raw materialsfor oil andgas industry, environmentaltreatment and
pollutionpreventionserviceandother industries;

Tradingmaterialsfor industries;

Tradinggasandgasproducts,biofuels;

Tradingplasticsin primary forms; wholesaleof silk, fibers, textile fibers; wholesaleof raw
cotton fibers, dyes,auxiliarymaterials,packagingfor textile industry;

Tradingadditivesfor drilling fluid;

Miningfor bentonite, industrialsand,dolomite, kaolin,etc.

Operating industry and principal activities

-a-
N(

Normal production and business cycle

TheCorporation'snormalproductionand businesscycletakes 12monthsor less.

10
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DRILUNG MUDCORPORATION
NOTESTOTHECONSOUDATEDFINANCIALSTATEMENTS(Continued)

The Corporation's structure

FORMB 09-DN/HN

Details of the Company's subsidiaries/joint venture and branches as at 31 December 2016 are
as follows:

Nameof branches

Drilling Mud Corporation - Hanoi Branch

Drilling Mud Corporation - Ho Chi Minh city Branch

Branch of Research and Development and Technical Services Center

Branch of Corporation - Drilling Fluids and Well Services Company (i)

Place of
incorporation
and operation

Proportion of
ownership

interest
%

Name

Subsidiaries
DMC- Northern Petroleum
ChemicalsJoint Stock Company

DMC- Southern Petroleum
ChemicalsJoint StockCompany

DMC- Middle land Petroleum
ChemicalsJoint Stock Company

M-I Vietnam Drilling Auids
Company Limited

Hanoi 84.71

VungTau 51.00

QuangNgai 75.42

VungTau 51.00

Joint-ventures
DMC- VTSJoint Venture Co., Ltd. lao 38.61

Proportion
of voting

power held
%

Principal
activities

84.71 Manufacturingand
trading drilling

51.00 fluids and chemical
products

75.42

51.00 Trading drilling
fluids and providing

drilling service

38.61 Exploiting,
processingand ::::::=
trading Barite }~, 1

,-
;Ot

blill:illOlbiR l+-~

Dependent unit El
Dependent unit 1E'

~
Dependent unit " f),::::::::
Dependent unit

(i) Branch of Corporation - Drilling Fluids and Well Services Company is established based on
the dissolution of the Drilling Fluids and Well Services One Member Limited Liability
Company according to Decision No. 2588/QD-DMC dated 28 December 2015. As at 01
January 2016, the Corporation has consolidated the outstanding data in the financial
statements of the subsidiary at the time of dissolution, on as-is basis and, at the same
time, taken over all rights and obligations related to this subsidiary .

Disclosure of information comparability in the consolidated financial statements

Comparative figures are the figures of the audited consolidated financial statements for the
year ended 31 December 2015.

2. ACCOUNTINGCONVENTIONANDFINANCIALYEAR

Accounting convention

The accompanying consolidated financial statements, expressed in Vietnam Dong (VND), are
prepared under the historical cost convention and in accordance with Vietnamese Accounting
Standards, accounting regime for enterprises and legal regulations relating to financial
reporting.

The accompanying consolidated financial statements are not intended to present the
consolidated financial position, consolidated results of operations and consolidated cash flows
in accordance with accounting principles and practices generally accepted in countries and
jurisdictions other than Vietnam .

11
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DRILUNG MUD CORPORATION
NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS (Continued) FORM B 09-DN/HN

Financial year

TheCorporation'sfinancialyear beginson 01 Januaryandendson 31 December.

3. ADOPTION OF NEW ACCOUNTING GUIDANCE

On21March2016, the Ministryof FinanceissuedCircularNo. 53/2016/TT-BTC("Circular53")
amending and supplementing certain articles of Circular No. 200/2014/TT-BTCdated 22
December2014 of the Ministry of Financeguiding the accounting regime for enterprises.
Circular 53 is effective for the financial years beginning on or after 01 January 2016.
Accordingly, the Board of Directors has adopted Circular 53 in the preparation and
presentation of the Corporation'sconsolidatedfinancial statements for the year ended 31
December2016.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES

The significant accounting policies, which have been adopted by the Corporation and its
subsidiariesin the preparationof theseconsolidatedfinancialstatements,are asfollows:

Estimates

The preparation of consolidated financial statements in conformity with Vietnamese
AccountingStandards, accounting regime for enterprises and legal regulations relating to
financial reporting requiresmanagementto make estimatesand assumptionsthat affect the
reportedamountsof assets,liabilitiesanddisclosuresof contingentassetsand liabilitiesat the
date of the consolidatedfinancial statements and the reported amounts of revenuesand
expensesduring the financial year. Although these accountingestimates are based on the
management'sbest knowledge,actual resultsmaydiffer from thoseestimates.

~G
H4
01
r ~. ..

Basis of consolidation

The consolidatedfinancialstatements incorporatethe financialstatementsof the Corporation
and enterprisescontrolledby the Corporation(its subsidiaries)up to 31 Decembereachyear.
Controlis achievedwherethe Corporationhasthe powerto governthe financialandoperating
policiesof an investeeenterprisesoas to obtain benefitsfrom its activities.

The results of subsidiariesacquired or disposed of during the year are included in the
consolidatedincome statement from the effective date of acquisitionor up to the effective
date of disposal,as appropriate.

Wherenecessary,adjustmentsare made to the financial statements of subsidiariesto bring
the accountingpoliciesusedin linewith thoseusedby the Corporation.

All significant intragrouptransactionsand balancesbetweengroup enterprisesare eliminated
on consolidation.

Non-controllinginterestsconsistof the amount of those non-controllinginterestsat the date
of the original businesscombinationand the non-controlling interests' share of changesin
equity sincethe date of the combination.Lossesin subsidiariesare respectivelyattributed to
the non-controlling interests even if this results in the non-controlling interests having a
deficit balance.

12
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DRILUNG MUD CORPORATION
NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS (Continued) FORM B 09-DN/HN

Interests in joint ventures

A joint venture is a contractual arrangement whereby the Corporation and other parties
undertakean economicactivity that is subject to joint control, i.e., the strategic financialand
operating policy decisions relating to the activities require the unanimousconsent of the
partiessharingcontrol.

Joint venture arrangementsthat involvethe establishmentof a separateentity in whicheach
venturer hasan interest are referredto as jointly controlledentities. The Corporationreports
its interestsin jointly controlledentities usingthe equity methodof accounting.

Cash and cash equivalents

Cashand cash equivalentscomprisecashon hand, demanddepositsand short-term, highly
liquid investments that are readily convertible to known amounts of cash and which are
subjectto an insignificantrisk of changesin value.

Receivables

Receivablesrepresent the amount recoverablefrom customers or other debtors that are
statedat bookvalue lessprovisionfor doubtful debts.

Provisionfor doubtful debts is madefor receivablesthat are overduefor six monthsor more,
or when the debtor is in dissolution, in bankruptcy,or is experiencingsimilar difficulties and
somaybe unableto repaythe debt.

::::::
'0
<,

T'
.ta
n
AInventories

Inventories are stated at the lower of cost and net realizablevalue. Cost comprisesdirect
materials and where applicable, direct labor costs and those overheads that have been
incurred in bringing the inventoriesto their present locationand condition.Cost is calculated
using the weighted average method. Net realizablevalue representsthe estimated selling
price lessall estimatedcoststo completionand coststo be incurred in marketing, sellingand
distribution.

The evaluation of necessary provisron for inventory obsolescencefollows the prevailing
accounting regulationswhich allow provisions to be made for obsolete, damaged,or sub
standard inventoriesand for those which have costs higher than net realizablevaluesas at
the balancesheetdate.

Tangible fixed assets and depreciation

Tangiblefixed assetsare stated at cost lessaccumulateddepreciation.

The costs of purchasedtangible fixed assetscomprisetheir purchasepricesand any directly
attributable costs of bringing the assets to their working condition and location for their
intendeduse.

The costs of self-constructed or manufactured assets are the actual construction or
manufacturingcost plus installationandtest runningcosts.

Tangiblefixed assetsare depreciatedusingthe straight-line methodover the estimateduseful
livesasfollows:

13
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DRILLING MUD CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) FORM B 09-DN/HN

Current year
(Years)

Buildingsand structures

Machineryand equipment
Officeequipment
Motorvehicles
Others

6 - 25
5 - 12
3-5

6-8
5 - 10

Intangible assets and amortisation

Intangible assets represent land use rights, international measurementunits converter and
accountingsoftware. Landuse rights are stated at cost less accumulatedamortisation. Land
use rights are amortized using the straight-line method over the duration of the right to use
the land. International measurementunit converter and accountingsoftware are amortized
usingthe straight-line methodover the periodfrom 3 to 5 years.

Construction in progress

Propertiesin the course of construction for production, rental or administrative purposes,or
for other purposes,are carried at cost. Cost includes costs that are necessaryto form the
assetsin accordancewith the Corporation'saccountingpolicy. Depreciationof theseassets,on
the samebasisasother assets,commenceswhenthe assetsare ready for their intendeduse.

Revenue recognition

Revenuefrom the sale of goods is recognisedwhen all five (5) following conditions are
satisfied:

(a) the Corporation has transferred to the buyer the significant risks and rewards of
ownershipof the goods;

(b) the Corporation retains neither continuing managerial involvement to the degree usually
associatedwith ownershipnor effective control over the goodssold;

(c) the amount of revenuecan bemeasuredreliably;
(d) it is probable that the economicbenefits associatedwith the transaction will flow to the

Corporation;and
(e) the costs incurredor to be incurred in respectof the transactioncan be measuredreliably.

Revenueof a transaction involving the renderingof services is recognizedwhen the outcome
of suchtransactionscan be measuredreliably. Wherea transaction involving the renderingof
services is attributable to several years, revenue is recognizedin each year by reference to
the percentageof completion of the transaction at the balancesheet date of that year. The
outcomeof a transaction can be measuredreliably when all four (4) following conditionsare
satisfied:
(a) the amount of revenuecan bemeasuredreliably;
(b) it is probable that the economicbenefits associatedwith the transaction will flow to the

Corporation;
(c) the percentage of completion of the transaction at the balance sheet date can be

measuredreliably; and
(d) the costs incurred for the transaction and the costs to complete the transaction can be

measuredreliably.

Interest income is accruedon a time basis, by referenceto the principal outstanding and at
the applicableinterest rate.

Dividend income from investment is recognisedwhen the Corporation's rights to receive
paymenthasbeenestablished.

14
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DRILUNG MUDCORPORATION
NOTESTO THECONSOUDATEDFINANCIAL STATEMENTS(Continued) FORMB 09-DN/HN

Foreign currencies

Transactionsarising in foreign currencies are translated at exchange rates ruling at the
transactiondate. The balancesof monetary items denominatedin foreign currenciesas at the
balance sheet date are retranslated at the exchange rates on the same date. Exchange
differences arising from the translation of these accounts are recognised in the income
statement.

For the purposeof presentingthe consolidatedfinancial statements, the assetsand liabilities
of DMC-VTSJoint Venture Company(including comparative figures) are translated to the
reportingcurrencyof the consolidatedfinancialstatementsusingthe exchangerate prevailing
on the balancesheet date. Income and expense items (including comparativefigures) are
translated to the reporting currencyat the exchangerate ruling on transactiondate. Foreign
exchange differences arising, if any, are classified as equity and transferred to the
Corporation'sforeignexchangedifference.

Borrowing costs

Borrowingcosts are recognisedin the income statement in the year when incurred unless
they are capitalisedin accordancewith VietnameseAccountingStandardNo. 16 "Borrowing
costs". Accordingly,borrowing costs directly attributable to the acquisition, constructionor
productionof qualifyingassets,whichare assetsthat necessarilytake a substantialperiodof
time to get ready for their intendeduse or sale, are added to the cost of those assets,until
such time as the assetsare substantially ready for their intended use or sale. Investment
incomeearnedon the temporary investmentof specificborrowingspendingtheir expenditure
on qualifyingassetsis deductedfrom the cost of thoseassets.Forspecificborrowingsfor the
purpose of construction of fixed assets and investment properties, borrowing costs are
capitalisedevenwhenthe constructionperiodis under 12months.

Payable provisions

Payableprovisionsare recognisedwhenthe Corporationhasa presentobligationasa result of
a past event, and it is probablethat the Corporationwill be requiredto settle that obligation.
Provisionsare measuredat the management'sbest estimate of the expenditure required to
settle the obligationat the balancesheetdate.

Taxation

Incometax expenserepresentsthe sumof the tax currently payableanddeferredtax.

The tax currently payableis basedon taxable profit for the year. Taxableprofit differs from
profit beforetax as reported in the consolidatedincomestatement becauseit excludesitems
of incomeor expensethat are taxable or deductible in other years (including loss carried
forward, if any) and it further excludesitemsthat are nevertaxableor deductible.

Deferredtax is recognizedon significantdifferencesbetweencarrying amountsof assetsand
liabilities in the consolidatedfinancialstatementsand the correspondingtax basesusedin the
computation of taxable profit and is accounted for using balance sheet liability method.
Deferredtax liabilitiesare generallyrecognizedfor all temporary differencesand deferredtax
assetsare recognizedto the extent that it is probable that taxable profit will be available
againstwhichdeductibletemporarydifferencescanbe utilized.

Deferredtax is calculatedat the tax rates that are expectedto apply in the year when the
liability is settled or the asset realized.Deferredtax is chargedor credited to profit or loss,
except when it relates to items charged or credited directly to equity, in which case the
deferredtax is alsodealtwith in equity.

15
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DRILUNG MUD CORPORATION
NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS (Continued) FORM B 09-DN/HN

Deferredtax assetsand liabilities are offset when there is a legally enforceableright to set off
current tax assetsagainst current tax liabilities and when they relate to incometaxes levied
by the same tax authority and the Corporation intends to settle its current tax assets and
liabilities on a net basis.

The determination of the tax currently payable is based on the current interpretation of tax
regulations. However, these regulations are subject to periodic variation and their ultimate
determination dependson the results of the tax authorities' examinations.

Other taxes are paid in accordancewith the prevailing tax laws in Vietnam.

5. CASH AND CASH EQUIVALENTS

Closing balance O~eningbalance
VND VND

Cashon hand 1,341,036,508 5,716,199,614

Bankdemanddeposits(i) 65,378,022,564 85,069,803,355

Cashequivalents(ii) 136,586,111,111 220,599,551,666

203,305,170,183 311,385,554,635

(i) The outstanding balanceas at 31 December2016 of cash in bank includesthe amount of
VND 8,916,996,152 deposited at Ocean Commercial One Member Limited Liability Bank,
which has been subject to restricted use. The Board of Directors evaluated that this amount
will be used normally in the future upon availability of specific decisions/guidelinesissuedby
the State Bank.

(ii) Cashequivalents representtime depositsat commercialbankswith original terms up to 3
months with interest rates from 4.3% to 5%.

.1
C
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,.,. DRILUNG MUDCORPORATION
NOTESTOTHECONSOUDATEDFINANCIAL STATEMENTS(Continued) FORMB 09-DN/HN..
6. SHORT-TERMTRADERECEIVABLES

" Closing balance Ol!ening balance
VND VND

lit Short-term trade receivables... OPECPlastics Joint Stock Company 573,682,505,602 187,051,197,082

Vietnam-Russia Vietsovpetro Joint Venture 154,077,928,717 37,307,511,571

III Hoang Long Company 34,180,108,291

" Bien Dong POC 31,309,050,359 76,630,662,174

PetroVietnam Exploration Production 26,111,502,210 26,111,502,210
It Corporation (Block 102/10, 106/10)

Cuu Long Joint Operating Company 23,712,320,038 20,916,801,596.. PetroVietnam Domestic Exploration Production 14,879,263,065 21,530,062,483
Operating Company Limited (Block 09-2/09)

III Khang Minh Development Investment Joint
Stock Company

8,140,367,815 8,140,367,815

JIll PCVietnam Company Limited 4,909,262,160 13,936,438,019.. Binh Son Refining and Petrochemical Company 5,242,337,718 21,498,400,740
Limited (BSR)

III Others 84,778,522,699 123,708,181,355

JIll 961,023,168,674 536,831,125,045
~

JIll In which: Trade receivables from related
<;;:,'

24,902,171,054 39,328,872,459 .~
parties (as presented in Note 27)

JIll ~
{

" 7. OTHERRECEIVABLES \Closing balance Ol!ening balance 9,... VND VND ~
a. Short-term

III Receivable from employees 2,724,765,818 2,363,361,329

"
Petrowaco Property Joint Stock Company 1,911,373,000 1,996,800,000
(Petrowaco).. EPPVietnam Company Limited 1,738,445,215

JIll
Thanh Hoa Iron and Steel Joint Stock Company 1,433,519,972 1,433,519,972

Short-term deposits 498,674,223 1,078,232,911
Binh Son Refining and Petrochemical Company

1

III -
Limited (BSR)

7,199,636,364
~(

III Others 3,022,221,722 9,239,583,873 ,..
v

11,328,999,950
)A

JI 23,311,134,449 'u
In which: Trade receivables from related T.. parties (as presented in Note 27)

911,137,340 7,797,273,704 .,..v-.. b. Long-term.. Deposits 194,031,775 492,891,775

Others 15,145,455.. 209,177,230 492,891,775..
JIll

" 17
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DRILUNG MUD CORPORATION
NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS (Continued)

8. BAD DEBTS
Closing balance

Debtors Overdue OverdueCost Recoverable
amount (i)

Impaired receivables
Vietnam-Russia Joint Venture Vietsovpetro

Vietnam-Russia Joint Venture Vietsovpetro
PetroVietnam Exploration Production Corporation
(Block 102/10, 106/10)

DMC - VTS Joint Venture Company Limited

DMC - VTS Joint Venture Company Limited
DMC - VTS Joint Venture Company Limited

PetroVietnam Domestic Exploration Production
Operating Company Limited (Block 09-2/09)
PetroVietnam Domestic Exploration Production
Operating Company Limited (Block 09-2/09)

PetroVietnam Domestic Exploration Production
Operating Company Limited (Block 09-2/09)

Khang Minh Development and Investment Joint
Stock Company
Khang Minh Development and Investment Joint
Stock Company

Khang Minh Development and Investment Joint
Stock Company

Khang Minh Development and Investment Joint
Stock Company

Phuc An Petroleum Services and Trading Company

Hanoi Petroleum Construction Joint Stock Company

Petroleum Real Estate Joint Stock Company

Petroleum Real Estate Joint Stock Company

Thanh Hoa Iron and Steel Joint Stock Company

Others

VND

142,832,267,974

32,689,055,677

10,931,007,359
26,111,502,210

70,186,174

13,374,713,948
6,138,858,288

2,120,173,483

2,021,357,960

10,737,731,622

533,195,764

6,563,153,100

1,044,018,951

5,749,338,314

2,737,079,920

1,872,000,000

124,800,000

1,433,519,972

18,580,575,232

VND

96,711,743,644

32,689,055,677

7,980,611,289
18,278,051,547

70,186,174

9,362,299,764
3,069,429,144

2,120,173,483

1,414,950,572

5,368,865,811

266,597,882

3,467,699,653

313,205,685

1,724,801,494

10,585,815,469

Cost

Opening balance
Recoverable

amount (i)

FORM B 09-DN/HN

under 6 months

6 - 12 months
6.- 12 months

under 6 months

6 - 12 months
1 - 2 years

under 6 months

6 - 12 months

1 - 2 years

1 - 2 years

1 - 2 years

1 - 2 years

2 - 3 years

2 - 3 years

more than 3 years

more than 3 years

more than 3 years

more than 3 years

(i) Recoverableamount is determined at cost less provision for bad debts, which was made.
18

VND

61,245,354,537

10,737,731,622

6,190,906,895

9,206,875

1,128,568,689

5,749,338,314

2,737,079,920

1,872,000,000

124,800,000

1,433,519,972

31,262,202,250

VND

40,369,647,959

10,737,731,622

4,333,634,827

4,603,438

338,570,605

2,874,669,157

37,440,000

22,042,998,310

Not past due

Not past due
Not past due

Not past due

Not past due
Not past due

Not past due

Not past due

under 6 months

Not past due

6 - 12 months

1 - 2 years

2 - 3 years

1 - 2 years

more than 3 years

more than 3 years

2 - 3 years

more than 3 years
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DRILUNG MUD CORPORATION
NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS (Continued) FORM B 09-DN/HN

9. INVENTORIES

Closing balance Opening balance
Cost Provision Cost Provision
VND VND VND VND

Goods in transit 2,892,236,260 28,377,663,591
Raw materials 22,128,325,318 24,934,433,906
Tools and supplies 1,365,849,123 2,371,183,145
Work in progress (i) 69,414,968,755 38,274,278,866
Finished goods 25,583,915,405 19,425,906,119
Merchandise (ii) 338,357,424,152 (36,224,713,529) 530,826,714,803 (33,573,469,539)
Goods on consignment (iii) 41,301,128,194 101,593,263,615

Total 501,043,847,207 {36,224,713,5291 745,803,444,045 {33,573,469,5391

(i) The balance of Work in progress as at 31 December 2016 consists of VND
13,194,865,784, which is the expense incurred correspondingto the excessive
amountof revenuefrom contractNo.CNT-6495-5CA-3dated30 October2014signed
with JGC5Consortiumon constructionand installationof scaffoldsat Nghi Son.The
Corporationis in the processof negotiatinga unit pricefor the excessiveamountwith
the investor, therefore, the Board of Directors of the Corporationdecided not to
record the excessiverevenueduring the year and collect the incurred expensesto
record in the item "Work in progress"on the consolidatedbalancesheet as at 31
December2016. The Board of Directors believes that the excessivevalue of the
contractwill be approvedby the investorshigherthan the amountof work in progress
as at 31 December2016.

(ii) Merchandiseas at 31 December2016 mainly includes KCL salt, Barite ore and
chemicalsuse to makedrilling mud. The Boardof Directorsof the Corporationfirmly
believesthat the Corporationwill signa contractto sell the unsoldgoodswith a higher
amountthan the bookvalueasat 31 December2016.

-I.J

During the year, the Corporationmade provisionfor devaluationof inventorieswith
the amount of VND 2,651,243,990 (In 2015: provision of VND 12,589,830,819)
becausethe net realizablevalue of merchandisewas lower than its cost as at 31
December2016.

(iii) The goods on consignmentreflect the value of raw materials and goods that the
Corporationhasissuedto the rig of the customer.

As at 31 December2016, the Corporationhas issueda numberof goodsto customers
to use in their rigs to carry out the drilling work at a blockunderPetroleumContract
with the value of VND6,268,207,328. At the date of preparingthese consolidated
financial statements, the Corporationis negotiatingwith customerson certain terms
relating to the aforementionedtransactionto formally sign the contract.TheBoardof
Directorsof the Corporationconfirms that these goodsexisted as at 31 December
2016, owned by the Corporationand that the sale price of these goods is definitely
greater than the cost.

/,
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DRILLING MUD CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) FORM B 09-DN/HN

10. INCREASES, DECREASES IN TANGIBLE FIXED ASSETS

Buildings and Machinery and Office
structures egui~ment Motor vehicles egui~ment Others Total

VND VND VND VND VND VND
COST
Opening balance 151,811,376,945 144,125,896,548 52,249,976,644 7,474,505,874 36,797,432,137 392,459,188,148
Transferfrom constructionin progress 1,808,627,819 82,736,404,690 84,545,032,509
Purchases 3,865,955,544 4,503,305,600 2,230,318,182 77,715,000 10,677,294,326
Disposals (1,020,071,427) (4,925,078,902) (5,945,150,329)
Otherdecreases (14,970,350) (12,206,728,972) (957,895,060) (384,636,026) (7,718,401,898) (21,282,632,306)
Closing balance 157,470,989,958 218,138,806,439 48,597,320,864 7,167,584,848 29,079,030,239 460,453,732,348

ACCUMULATEDDEPRECIATION
Opening balance 61,982,039,045 68,563,393,968 32,809,518,553 5,372,052,097 7,812,943,578 176,539,947,241
Chargefor the year 8,620,768,871 19,149,265,137 3,873,271,506 514,125,895 2,195,304,424 34,352,735,833
Disposals (1,020,071,427) (3,959,632,153) (4,979,703,580)
Otherdecreases (14,970,350) (11,106,551,678) (957,895,060) (363,052,593) (7,718,401,898) (20,160,871,579)
Closing balance 70,587,837,566 75,586,036,000 31,765,262,846 5,523,125,399 2,289,846,104 185,752,107,915

NETBOOK VALUE

Opening balance 89,829,337,900 75,562,502,580 19,440,458,091 2,102,453,777 28,984,488,559 215,919,240,907
Closing balance 86,883,152,392 142,552,770,439 16,832,058,018 1,644,459,449 26,789,184,135 274,701,624,433

The cost of the Corporation's tangible fixed assets which have been fully depreciated but are still in use as at 31 December 2016 was VND
80,020,725,506 (as at 31 December 2015: VND 66,130,821,849).

As presented in Note 16, the Corporation used its fixed assets of Petroleum Chemical Plant in Cai Mep with the carrying amount as at 31 December
2016 of VND 95,833,566,668 (31 December 2015: VND 103,312,551,152) as collateral for the long-term loans granted by Vietnam Joint Stock
Commercial Bank for Industry and Trade - Ba Dinh branch.

As presented in Note 16, the Corporation used its fixed assets under the project "Base for providing DMC services at Vietsovpetro port" with the
carrying amount as at 31 December 2016 of VND 26,665,660,615 as collateral for the long-term loans granted by Vietnam Joint Stock Commercial
Bank for Industry and Trade - Vung Tau branch.

As presented in Note 16, the Corporation used its fixed assets under the project "Additional repair and construction of office at No. 319 Nguyen
Cong Phuong, Quang Ngai City" with the carrying amount as at 31 December. 2016 of VND 1,125,522,593 (31 December 2015: VND
1,245,973,841) as collateral for the long-term loans granted by Joint Stock Commercial Bank for Foreign Trade of Vietnam - Quang Ngai Branch.
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III 11. TAX AND OTHER RECEIVABLES FROM AND PAYABLES TO THE STATE BUDGET.. Items Opening balance
Movement in year

Closing balance
Payable Amount paid.. VND VND VND VND

III
a) Receivables

Output VAT 13,429,578,415 13,429,578,415 19,293,055 19,293,055

til - Output VAT 13,429,578,415 13,429,578,415 19,293,055 19,293,055

• Corporate income tax 8,139,902,953 7,805,616,338 111,873,614 446,160,229
Land rental fee 479,813,006 479,813,006 72,793,900 72,793,900

III Other taxes 319,247,647 319,247,647.. Personal income tax 319,247,647 319,247,647
Total 22,049,294,374 21,715,007,759 523,208,216 857,494,831.... b) Payables

VAT 659,245,466 113,755,285,684 109,259,072,869 5,155,458,281• - Output VAT 659,245,466 29,220,767,631 24,724,554,816 5,155,458,281.. - VATon imports 84,534,518,053 84,534,518,053
10

Import/export duties 6,376,988,956 6,376,988,956 ....,.. T
Corporate income tax 1,188,651,329 8,260,930,941 7,261,867,276 2,187,714,994 1IJ• Natural resources tax 188,460 2,016,360 2,075,940 128,880 r.. Land rental fee 1,356,320,995 1,356,320,995 .~

Other taxes 3,873,364,701 14,212,184,527 15,915,317,115 2,170,232,113 .,
~I.. Business license tax 22,000,000 22,000,000
-;;:;

III Personal income tax 2,775,452,593 11,745,104,968 13,051,160,820 1,469,396,741.. Other taxes 1,097,912,108 2,445,079,559 2,842,156,295 700,835,372
Other payables 3,909,939,812 3,909,939,812.. Others 3,909,939,812 3,909,939,812.. Total 5,721,449,956 147,873,667,275 144,081,582,963 9,513,534,268..

12. INVESTMENTS IN JOINT VENTURE )II
Investments in joint venture as at 31 December 2016 represent the value of capital.. contributed to DMC-VTSJoint Venture Company in accordance with Joint Venture Agreement
No. 02/HDLD/DMC-VTS dated 12 December 2009 with the duration of 15 years. The Joint.. Venture Company was established in Lao People's Democratic Republic on the basis of joint

• control between Vietnamese parties including Drilling Mud Corporation and Northeast Coal
Corporation currently known as Quang Binh Import and Export Joint Stock Company,.. represented by the Corporation, and VTS Group. The Corporation holds 38.61% of the paid-in
capital (as at 31 December 2015: 38.61%) ... The figures of the joint venture's financial statements that were used for the preparation of

• the consolidated financial statements of the Corporation for the year ended 31 December
2016 were translated from the LAK denominated figures using the transfer exchange rates.. regulated by the State Bank of Vietnam. The translated figures are the ones as at 31
December 2016 and 31 December 2015 ...
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DRILUNG MUDCORPORATION
NOTESTO THECONSOUDATEDFINANCIAL STATEMENTS(Continued) FORMB 09-DN!HN

Summarized financial information in respect of the Corporation's joint venture is set out
follows:

Exchangerates

TheCorporation'sshareof
jointventure'snetassets 2,870,888,383.82 4,333,411,743.36

Closing balance Opening balance
VND equivalent VND equivalent

63,593,572,224 75,518,110,895
43,442,042,998 45,325,223,609

20,151,529,226 30,192,887,286

2.71 2.69

7,780,107,520 11,656,877,590

Netassets

Closing balance
LAK

23,466,262,813.17
16,030,274,168.98

7,435,988,644.19

Opening balance ---~--
LAK

28,073,647,172.98
16,849,525,505.35

Totalassets
Totalliabilities

11,224,121,667.63__ ;.:...;....:.;....;.;._.;.

13. SHORT-TERMTRADEPAYABLES
Closing balance Opening balance

VND VND
Amount! Amount Amount! Amount

likely to be paid off likely to be paid off
Short-term trade payables
Trade payable related to purchasing goods from 116,381,806,950Vinomig Singapore Pte, Ltd (*)
Binh Son Refining and PetrochemicalCompany 47,853,678,451 105,330,945,335
Limited (BSR)
Vietnam-JapanTechnology and Science 31,306,008,278Equipment Company Limited
Boilermaster Vietnam Company Limited 24,262,731,945 25,732,811,772
PTSCSupply Base- Branchof PetroVietnam 20,447,049,925 8,773,555,255Technical ServicesCorporation
M-I Holdings L.L.C 3,457,556,060 12,130,605,375
PhuThinh Manufacturing and Import Export 1,958,848,000 11,148,043,800Joint Stock Company
Schlumberger Drilling (Singapore) Pte. Ltd 24,561,674,585
Others 66,308,076,287 51,780,436,436

311,975,755,896 239,458,072,558
In which: Trade payables to related 59,798,312,080 115,847,801,510parties (as presented in Note 27)

(*) Trade payables related to contracts of purchasing PP plastic grain of Vinomig Singapore
Pte, Ltd. based on UPASLlC - Usance payable at sight Letter of credit method of Vietnam
Public Joint Stock Commercial Bank ("PVCombank'1. In according to these contracts, Vinomig
Singapore Pte, Ltd could be paid immediately by bank and the Corporation could make
payment in arrears within 6 months .
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14. OTHERSHORT-TERMPAYABLES

VND
Opening balance

VND
Closing balance

Amount/ Amount Amount/ Amount
likely to be paid off likely to be paid off

Dividends payable 1,346,943,847 1,306,714,577
5,825,680,896Surpluses in assets awaiting solution

Social insurance
Trade union fee
Health insurance
Unemployment insurance
Others

54,584,731
171,542,340
87,257,191
15,422,132

5,911,462,338 2,571,684,824

7,587,212,579 ===9=,8::2::0=,4::2::2::,:::6::79::

116,342,382

Trade payables to related parties
(as presented in Note 27) 1,000,000,000

15• SHORT-TERMLOANSANDOBUGATIONS UNDERFINANCIAL LEASES

0l!!!!i!!!l balance In the fear Closi!!!lbalance
Items Amount

Amount likely to Inaeases Deaeases Amolllt Amollll: likely to
be repaid be repaid

~VND VND VND VND VND VND
Short-term loans (*) 310,815,895,501 310,815,895,501 1,339,951,637,405 1,177,876,158,486 472,891,374,420 472,891,374,420 J.~
Current portion of
long-term loans (see 19,318,547,974 19,318,547,974 32,553,806,781 19,318,547,974 32,553,806,781 32,553,806,781 ~~
Note 16) ..1f
Total 330,134,443,475 330,134,443,475 1,372,505,444,186 1,197,194,706,460 505,445,181,201 505,445,181,201
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(*) Short-term borrowings include the loans obtained from the banks and financial institutions
as follows:

Unsecured short-term loans obtained from Joint Stock Commercial Bank for Foreign Trade of
Vietnam - Ha Tay Branch under Credit Contract No. 44/CTD/16/KHDN/VCBHT-DMC dated 29
June 2016 with the credit limit of VND 200 billion for 12 months. The loan term is specified in
each debenture but not exceeding 6 months from the drawdown date. The loan purpose is to
supplement working capital for the Corporation's business activities. Interest is payable from
the 26th day to the last day of each month.

Unsecured short-term loans obtained from Citibank, N.A - Hanoi Branch under Credit Letter
dated 31 August 2016 with the credit limit of USD 10,000,000 and the loan term is specified
in each debenture but not exceeding 6 months from the drawdown date. The loan purpose is
to supplement working capital for the Corporation's business activities.

Short-term loans
Joint Stock Commercial Bank for Foreign Trade of
Vietnam - Ha Tay Branch (i)
Citibank. N.A - Hanoi Branch (ii)
Tien Phong Joint Stock Commercial Bank (iii)

HSBCBank (Vietnam) Limited - Hanoi Branch (iv)
Joint Stock Commercial Bank for Investment and
Development of Vietnam - Operation Centre 3 (v)
Shinhan Bank Vietnam Limited - Hanoi Branch
Joint Stock Commercial Bank for Foreign Trade of
Vietnam - Quang Ngai Branch
Military Commercial Joint Stock Bank - Thang Long
Branch
Vietnam International Joint Stock Commercial
Bank - Ly Thuong Kiet Branch
Vietnam Joint Stock Commercial Bank for Industry
and Trade - Vung Tau Branch
Vietnam Public Joint Stock Commerical Bank
Vietnam Joint Stock Commercial Bank for Industry
and Trade - Vung Tau Branch
Vietnam International Joint Stock Commercial
Bank - Vung Tau Branch

Current portion of long-term loans

(i)

(ii)

Closing balance
VND

472,891,374,420

170,757,064,019

131,478,535,695
120,428,427,838
27,404,633,150

17,767,600,868

3,055,112,850

2,000,000,000

32,553,806,781
505,445,181,201

Opening balance
VND

310,815,895,501

148,323,906,348

5,072,100,490

2,671,550,000

49,471,924,604

51,910,686,000

15,000,000,000

16,786,236,09n.·
15,OOO,OOO,OO~

6,579,491,960

19,318,547,974
330,134,443,475

.N
G
.;\

Unsecured short-term loans obtained from Tien Phong Joint Stock Commercial Bank under
Credit Contract No. 06-28. 16.1/HDTD/TPBANK dated 11 July 2016 with the credit limit of VND
150 billion for 12 months. The loan term is specified in each debenture but not exceeding 6
months from the drawdown date. The loan purpose is to supplement working capital for the
Corporation's business activities.

(iii)
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(iv) Unsecured short-term loans obtained from HSBC Bank (Vietnam) Limited - Hanoi branch
under General Agreement on Credit of HSBCBank (Vietnam) Limited - Hanoi Branch dated 24
August 2016 with the credit limit of USD 10,000,000 and the loan term is specified in each
debenture but not exceeding 6 months from the drawdown date. The loan purpose is to
supplement working capital for the Corporation's business activities .

(v) Unsecured short-term loans obtained from Joint Stock Commercial Bank for Investment and
Development of Vietnam Operation Centre 3 under Credit Contract No.
01/2016/2436791/HDTD dated 18 July 2016 with the credit limit of VND 100 billion for 12
months. The loan term is specified in each debenture. The loan purpose is to supplement
working capital, issue guarantee letter, open ljC for the Corporation's business activities.

16. LONG-TERM LOANS AND OBUGATIONS UNDER FINANCIAL LEASES

Opening balance In the year Closing balance
Amount Amount likely to

be repaid Inaeases Deaeases Amount Amount likely to
be repaid

Items

VND VND
60,858,448,956 60,858,448,956

VND VND VND VND
Long-term loans
Total
In which:
Amount due for
settlement within
12 months
Amount due for
settlement after 12
months

19,318,547,974 41,539,900,982 41,539,900,982

60,858,448,956 60,858,448,956 - 19,318,547,974 41,539,900,982 41,539,900,982

19,318,547,974 32,553,806,781

41,539,900,982 8,986,094,201

Closing balance
VND

Opening balance
VND

Long-term loans
Vietnam Joint Stock Commercial Bank for Industry
and Trade - Ba Dinh branch (i)

26,470,517,613

Vietnam Joint Stock Commercial Bank for Industry
and Trade - VungTau branch (ii)

8,483,767,901 14,413,057,069

Joint Stock Commercial Bank for ForeignTrade of
Vietnam - QuangNgai branch (iii)

502,326,300 656,326,300

8,986,094,201 41,539,900,982
,iCat
{u
T
-s-
IV
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Representingthe long-term loan obtained from Vietnam Joint Stock CommercialBank for
Industry and Trade - Ba Dinh Branch under Credit Contract No. 02-2011/HDTDdated 27
October2011 with the credit limit of VND 104 billion. The loan term is 84 months and the
grace period for loan principal is 12 months from the first disbursementdate. The interest
rate is adjusted once per month and is calculated at the VND saving interest rate (with
interest paid in arrears) plus (+) the margin specified for each period (the margin at the
signingdate is 4.5% per annum). Overdueinterest rate is equal to 150%of the due interest
rate. The loan is used to pay for the expenses incurred by Cai Mep PetrochemicalPlant
Project. The loan is secured by fixed assets formed from the Project, regular deposits at
VietnamJoint StockCommercialBankfor Industry and Trade - Ba Dinh Branchand leased
land use rights related to the land locatedat Cai MepIndustrial Zone. The Corporationhas
madeearly repaymentfor all this loanbalanceasat 31 December2016on 05 January2017.

Representsthe long-term loans obtained from Vietnam Joint Stock CommercialBank for
Industry and Trade - Vung Tau Branch under Credit Contract No. 7053/2013-
HDDTDDDDNNHCT880-DMCWSdated 14 November 2013 with the credit limit of VND
31,680,000,000.The loan is usedto pay for the expensesincurredfrom the Project"Basefor
providingDMCServicesat VietsopetroPort". The interest is calculatedat the base rate plus
(+) the margin of 5% per annumand is adjustedevery three months. Interest is paid on the
25th dayevery month.The loan is securedby assetsformedfrom the loan.

(ii)

Representsthe long-term loansobtainedfrom Joint StockCommercialBankfor ForeignTrade
of Vietnam - Quang Ngai Branch under Credit Contract No. 340/13/NHNT.QNgdated 16
October2013with the credit limit of VND1,120,730,000.The loan is usedto pay for the legal
and reasonableexpensesincurred from the Project "Additional repair and construction of
Officeat No. 391 NguyenCongPhuongStreet, QuangNgaicity". The loan term is 84 months
from the first disbursementdate. The withdrawal period is maximumof 6 months from the
effective date of the contract. The interest is adjusted every 3 months and appliesmedium
and long-term interest rate for small and medium-sized enterprises for their business
activities.Thecollateralare all of the constructionson the landof the project.

(iii)

Long-termloansare repayableasfollows:

Closing balance
VND

Withinoneyear

In thesecondyear

In thethird to fifth year inclusive

Afterfiveyears

32,553,806,781

6,083,289,168

2,902,805,033

Total 41,539,900,982

Less:Amountduefor settlementwithin 12months
(shown under short-term loans and obligations
under finance lease - Note 15)

Amount due for settlement after 12 months

32,553,806,781

8,986,094,201
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Opening balance
VND

19,318,547,974

19,318,547,974

22,027,026,708
194,326,300

.::::o

:K
K
'H
(H
;p_.
i

60,858,448,956

19,318,547,974

41,539,900,982
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DRILLING MUD CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

17. OWNERS' EQUITY

Movement in owners' equity

Prior year's opening balance
Profit after tax for the year
Foreign exchange difference due to
effect of translation of financial
statements
Funds distribution
Appropriation of bonus and welfare
funds and Executive boards bonus fund
Dividends declared

Other decreases

Current year's opening balance
Profit after tax for the year
Foreign exchange difference due to
effect of translation of financial
statements
Appropriation of bonus and welfare
funds and Executive boards bonus fund
(i)
Dividends declared (i)

Other decreases

Current year's closing balance

FORM B 09-DN/HN

Owners' Foreign exchange Investment and
contributed ca~ital Share ~remium reserve develo~ment fund Retained earnings Total

VND VND VND VND VND VND
500,000,000,000 18,965,245,000 2,949,256,345 96,518,418,222 351,889,423,040 970,322,342,607

105,542,149,730 105,542,149,730
(300,478,949) 300,478,949

7,553,253,309 (7,553,253,309)

(32,297,557,118)

(60,000,000,000)

(30,901,103)

(32,297,557,118)

(60,000,000,000)

(543,615,106)(512,714,003)

500,000,000,000 18,965,245,000 2,648,777,396 103,558,957,528 357,850,340,189 983,023,320,113
(50,362,387,944) (50,362,387,944)

86,668,235 86,668,235

(27,593,902,862) (27,593,902,862)

(70,000,000,000) (70,000,000,000)

(2,558,758,334) 7,346,668,520 4,787,910,186

500,000,000,000 18,965,245,000 2,735,445,631 101,000,199,194 217,240,717,903 839,941,607,728

(i) TheCorporationdistributed funds and declareddividends to its shareholdersin accordancewith ResolutionNo. 661/NQ-DMCon 25 April 2016 of
2016AnnualGeneralMeetingof Shareholderson allocating funds and dividends from the profit of the year 2015.

27
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Shares
Closing balance Opening balance

Numberof shares issuedto the public
+) Ordinary shares 50,000,000 50,000,000

Numberof outstandingshares in circulation
+) Ordinary shares 50,000,000 50,000,000

An ordinary share has par value of VND10,000.

Charter capital and investment capital

Under the 18th amended Business Registration Certificate dated 27 January 2015, the
Corporation's charter capital is VND 500,000,000,000.

As at 31 December 2016, the charter capital had been fully contributed by the shareholders
as follows:

Shareholders
Per the 18th amended Business Contributed Capital

Registration Certificate Closing balance Opening balance
VND % VND VND

=~501
179,996,190,000 36.0 179,996,190,000 179,996,190,000 -

G-'
~tU

45,185,000,000 9.0 45,185,000,000 35,857,000,000 an
t N

274,818,810,000 55.0 274,818,810,000 284,146,810,000 -~.,
=500,000,000,000 100% 500,000,000,000 500,000,000,000

Vietnam Oil and
Gas Group
Halley Sicav -
Halley Asian
Prosperity
Others

28
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DRILUNG MUD CORPORATION
NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS (Continued) FORM B 09-DN/HN

18 . OFF-BALANCE SHEET ITEMS

Unit Closing balance O~eningbalance
Foreign currencies

United States Dollars USD 183,555 311,850

Japanese Yen JPY 33,597 715,049

Bad debts written off 4,053,401,659 4,053,401,659
Vinh Thinh Co., Ltd. (Reason for writing-off: liquidation) VND 644,135,000 644,135,000
Nacap BHD (Reason for writing-off: project budget ran out) VND 3,058,294,261 3,058,294,261

Qinhdao Chemical Co., Ltd. (Reason for writing-off: VND 101,882,720 101,882,720
liquidation)

Sanh Chau - Nui Thanh Quang Nam store (Reason for VND 12,977,178 12,977,178
writing-off: liquidation)

My Thinh Co., Ltd. (Reason for writing-off: cost of debt VND 772,500 772,500
collection may exceed amount to be collected)
Delta Sai Gon Company (Reason for writing-off: liquidation) VND 20,280,000 20,280,000

Khanh Diep bulk store (Reason for writing-off: liquidation) VND 5,000,000 5,000,000

UCOGI (Reason for writing-off: cost of debt collection may VND 78,440,000 78,440,000
exceed amount to be collected)

Hoang My Private Company (Reason for writing-off: cost of VND 60,040,000 60,040,000
debt collection may exceed amount to be collected) .::::

565 JSc. (Reason for writing-off: cost of debt collection may 47,850,000 47,850,000
<,

VND Y
exceed amount to be collected) Ij
Yu Vee Engineering pte Ltd. (Reason for writing-off: cost of VND 23,736,000 23,736,000 T
debt collection may exceed amount to be collected)

\~
/

BUSINESS AND GEOGRAPHICAL SEGMENTS
?

19. .-:

Business segments

For managementpurposes,the Corporation is currently organized into two operating divisions
- Petroleumchemical products and others, and Drilling fluid. Thesedivisions are the basison
which the Corporationreports its primary segment information.

Businesssegment information is as follows:

The year ended 31 December 2016

Consolidated Balance Sheet
Petroleum chemical
products and others Drilling fluid--------------------Closing balance Closing balance

VND VND

Elimination Total------Closing balance Closing balance
VND ----=--~VN~D

Assets
Segment assets
Share of (loss) in joint venture

Total consolidated assets

1,797,673,034,033
(4,989,548,360)

502,193,208,356 (306,237,725,556) 1,993,628,516,833
(4,989,548,360)

1,988,638,968,473

Liabilities
Segment liabilities
Total consolidated liabilities

1,006,917,627,864 170,308,015,587 (215,678,860,236) 961,546,783,215
--......:..__;___:__

961,546,783,215
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II Consolidated Income Statement

Petroleum chemical• products and others Drilling fluid Elimination Total

• CUrrentl!r Current lear CUrrent lear Current lear
VND VND VND VND

JI
Revenue.. External sales 2,570,609,175,565 489,958,412,065 3,060,567,587,630.. Inter-segment sales 223,352,613,303 41,069,185,821 (264,421,799,124)

Total revenue 2,793,961,788,868 531,027,597,886 (264,421,799,124) 3,060,567,587,630..
Operating expenses 2,662,383,409,161 418,346,221,578 (261,374,161,310) 2,819,355,469,429

JII.. Segment result 131,578,379,707 112,681,376,308 (3,047,637,814) 241,212,118,201

II Unallocated expenses 237,893,922,187.. Operating profit 3,318,196,014

Share of (loss) in joint venture (3,963,438,305).. Other profit 5,201,550,249 ~"
22,826,842,098

-: /".. Anance expenses \
(Loss) before tax (18,270,534,140) lAM.. -.
Corporated income tax expense 15,168,644,598 -.. (Loss) for the year (33,439,178,738)

y
~....
~.... The year ended 31 December 2015

Consolidated Balance Sheet
III

Petroleum chemical.. eroducts and others Drilling fluid Elimination Total
0l!!nini balance 0l!!nini balance 0l!!nini balance 0l!!nini balance• YND YND YND YND

• Assets.. Segment assets 1,756,084,633,507 600,427,448,737 (362,525,209,181) 1,993,986,873,063

Share of (loss) in joint venture (1,693,276,604) (1,693,276,604)• Total consolidated assets 1,992,293,596,459

•
~

Uabilities.. Segment liabilities 760,911,088,385 189,791,898,726 (157,533,743,046) 793,169,244,065.. Total consolidated liabilities 793,169,244,065........
30..
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The year ended 31 December 2015

Consolidated Income Statement

petroleum chemical
products and others D_ril_lin..;g;..fI_u_id EI_im_in_ati_·o_n ~~Tota_1

___ ..;,P..;.;ri;;.;or~y~ea~r ..;,P..;.;ri;;.;or~y~ea~r__ .....;P_ri;.;,;or~y~ea~r P_ri_or~y=:ea':"r
VND VND VND VND

Revenue
External sales
Inter-segment sales
Total revenue
Operating expenses

Segment result 253,378,293,281

1,039,070,621,660 3,604,288,943,761
115,882,521,787 (575,171,482,452)

1,154,953,143,447 (575,171,482,452) 3,604,288,943,761

841,389,550,641 (523,162,390,573) 3,089,356,149,553

313,563,592,806 (52,009,091,879) 514,932,794,208

279,898,714,156
235,034,080,052

(1,693,276,604)

40,669,749,792
~21,566,079,392 ~

252,444,473,848 l;
53,101,233,002

.~
199,343,240,846

2,565,218,322,101
459,288,960,665

3,024,507,282,766

2,771,128,989,485

Unallocated expenses
Operating profit

Share of (loss) in joint venture

Other profit
Finance expenses
Profit before tax
Corporate income tax expense
Profit for the year

Geographical segments

The Corporation's operations are located in the North, Central and South of Vietnam. The
Corporation's Petroleum chemical products and others are located in three regions, Drilling
fluid is carried out in the South only.

The following table provides an analysis of the Corporation'ssales by geographicalsegment,
irrespectiveof the origin of the goods,services.

Current rear Prior rear
Revenueby geographical segments VND VND

NorthernVietnam 2,330,606,806,416 1,969,150,612,742

CentralVietnam 288,962,009,208 221,671,568,317
~

SouthernVietnam 705,420,571,130 1,988,638,245,154

Eliminationonconsolidation (264,421,799,124) (575,171,482,452) ,),
3,060,567,587,630 3,604,288,943,761 ~

~
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The following is an analysis of the carrying amount of segment assets, and increase in
tangible assets and intangible assets, analysedby the geographicalarea in which the assets
are located.

carrying amount of s!!!Iment assets Increase in tangible and intangible assels
Closing balance Opening balance Current year Prior year

VND VND VND VND

NorthernVietnam 1,591,587,648,810 1,271,866,696,869 66,344,596,296 2,651,545,180

CentralVietnam 45,856,964,996 54,260,053,207 167,394,944 449,255,572

SouthernVietnam 662,421,628,583 1,030,385,332,168 7,145,907,485 7,780,896,215

Biminationon consolidation (311,227,273,916) (364,218,485,785)

1,988,638,968,473 1,992,293,596,459 73,657,898,725 10,881,696,967

20. REVENUE

Current year -=-P::...;ri:..::oc:.,.r....y-:==e;;::a=-.r
VND VND

Sales of merchandise and services
In which:

- Salesof finishedgoods/merchandise

- Salesof services

2,700,967,275,913

362,082,818,146
3,050,319,190,538

556,018,075, 3
3,063,050,094,059 3,606,337,266,3

Deductions
- Salesdiscount 87,696,000

-Tradediscount

- Salesreturn

2,133,364,844
349,141,585 1,960,626,570

2,482,506,429 2,048,322,570

In which: Revenue from related parties
(as presented in Note 27) 101,218,558,699 133,257,914,861

In 2016, accordingto the salesorder and handoverminutes of the customer, the Corporation
has issuedsomegoodswhichwere usedby the customersin the rigs for the drilling work in a
Blockunder PetroleumContract with a value of VND21,103,916,718 (including other related
costs). The Corporation is negotiating with customers on some terms related to the
transaction mentioned above to formally sign the contract. The Board of Directors of the
Corporationhasprudently assessedand firmly believedthat the selling price under the official
agreement will not be lower than the book value of the goods and related expenses.
Therefore, the Corporation decided to recognizesales and cost of goods sold and services
renderedat the sameamount of VND21,103,916,718 in 2016.

I
[

\
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DRILUNG MUD CORPORATION
NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS (Continued)

21. PRODUCTION COST BY NATURE

FORM B 09-DN/HN

Current year __:.P~r=io:.:...r~y,,=e:=::ar:.-
VND VND

Raw materials and consumables

Labour

Depreciation and amortisation

Out-sourced services

Other monetary expenses

41,577,496,746

94,195,274,125

33,187,724,842

283,917,261,400

60,841,076,826

513,718,833,939

22. FINANCIAL INCOME

71,169,480,438

160,928,757,741

31,858,006,963

537,765,662,400

153,088,304,302

954,810,211,844

Current year _;;P__:.r..:..;;io;;.;;.r.....yc...=e=a.:.._r
VND VND

Bank interest

Foreign exchange gain

Other financial income

11,284,437,546

3,488,208,555

267,125,177

13,138,059,137

6,603,832,974

129,340,655

15,039,771,278 ---------------19,871,232,766

23. FINANCIAL EXPENSES
Current year _;;P__:.r..:..;;io;;.;;.r~y,,=e::=:a=-r

VND VND

Interest expense

Salary for financing activities

Foreign exchange loss

Other financial expenses

19,845,246,814

3,040,607,317

2,865,813,962

12,114,945,283

18,180,642,361

4,756,885,032

17,624,843,314

874,941,451

37,866,613,376 41,437,312,158---------------
24. SELUNG EXPENSES AND GENERAL AND ADMINISTRATION EXPENSES

Current year __:.P__:_r=io:..:_r-,Ly,,=e:=::a:.-r
VND VND

58,266,560,681 60,347,637,248

40,344,090,230 19,955,439,374
27,281,281,270 1,537,679,365

46,182,631,797 122,207,149,714
---------

172,074,563,978 204,047,905,701

General and administration expenses during the year

Labour

Out-sourced services

Provisions

Others

Selling expenses during the year

Transportation

Out-sourced services

Labour

Others

29,093,712,924
18,711,961,698
6,197,497,780

11,816,185,807

65,819,358,209
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27,049,640,676
17,326,998,793
10,269,446,736

21,204,722,250

75,850,808,455
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DRILUNG MUDCORPORATION
NOTESTOTHECONSOUDATEDFINANCIAL STATEMENTS(Continued) FORMB 09-DN/HN

25. BASIC (LOSS)/EARNINGS PERSHARE

The calculation of the basic (Ioss)/earnings per share possibly attributable to the ordinary
equity holdersof the Corporationis basedon the followingdata:

Current year Prior year
------------~--

(Loss)/profit after tax attributable to
shareholders of the parent company (VND)
Estimatedbonusandwelfarefunds

(50,362,387,944) 105,542,149,730

(8,929,251,382) (16,165,120,403)

(Loss)/eamings for the purposes of
calculating basic earnings per share (VND)
Weightedaveragenumberof ordinarysharesin
circulation(shares)

(59,291,639,326) 89,377,029,327

50,000,000 50,000,000

(Loss)/eamings per share (VND/share) (1,186) 1,788

26. OPERATINGLEASECOMMITMENTS

In 2010, the Corporationhadan operating leasecommitment relatedto its headoffice located
at Vietnam Petroleum Institute Tower at No. 173 Trung Kinh street, Cau Giay, Hanoi
(currently knownas No. 167 Trung Kinh street, CauGiay, Hanoi) under office leaseContract
No. 2917/2010/HD-VDKVNdated 21 December2010 for the term of 50 years from the date of
spacehand-over(10 August 2010). The leasingarea is 3,060 m2at the rental chargeof VND
41,000,000/m2/50 years. The total contract value of VND 125,460,000,000(excludingVAT)
will be payablefor 10 years, twice a year every 01 Januaryand 01 July. The funding cost of
10% per year is calculatedon the unpaidamount.

On 24 April 2014, the Corporation and Vietnam Petroleum Institute joined a meeting
discussingthe reduction in the leasing area on the 7th floor, Vietnam Petroleum Institute
Tower, No. 167Trung Kinh street, CauGiaydistrict, Hanoi,therefore, the total leasingarea is
2,680 m2.

Two parties signed Appendix No.6 on 02 December2015 to revise and supplement some
provisionsof Contract No. 2917/2010/HD-VDKVNdated 21 December2010; therefore, from
21 September 2015 the rental charge shall be VND 251,160/m2/month, the rental charge
excludeVAT,administrationfee, buildingoperatingand other fees.The rental fee is paid on a
quarterly basic.
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DRILUNG MUD CORPORATION
NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS (Continued)

27. RELATED PARTY TRANSACTIONS AND BALANCES

List of related parties with significant transactions and balances for the year:

FORM B 09-DN/HN

Related parties Relationship

Vietnam Oil and Gas Group

DMC - VTS Joint Venture Co., Ltd.

PetroVietnam Fertilizer and Chemicals Corporation

Branch of PetroVietnam Fertilizer and Chemicals Corporation- Phu
My Fertilizer Plant

PetroVietnam Vung Ang-Quang Trach Power Project Management
Board
Branch of PVOil - Mien Dong Petroleum Depot

Petrosetco branch - PetroVietnam Industrial Materials Distribution
Company

Indochina Petroleum Transportation Joint Stock Company

PTSCQuang Ngai Petroleum Services Joint Stock Company

Dung Quat Shipbuilding Industry One Member Company Limited

Binh Son Refining and Petrochemical Company Limited (BSR)
PetroVietnam Ca Mau Fertilizer Joint Stock Company (PVCFC)

Branch of PetroVietnam Power Corporation - Ca Mau Petro Power
Company

PetroVietnam Thai Binh Power Project No.2 Management Board

PetroVietnam Transportation Hanoi Joint Stock Company

PVI Hanoi

PetroVietnam Oil Hanoi Joint Stock Company

Petroleum Pipeline and Tank Construction Joint Stock Company

Vietnam Petroleum Institute

Southeast PetroVietnam Fertilizer and Chemicals Joint Stock
Company

PTSCSupply Base - Branch of PetroVietnam Technical Services
Corporation
PetroVietnam Long Phu - Song Hau Power Project Management
Board
PetroVietnam Gas Joint Stock Corporation

PetroVietnam Engineering Consultancy Joint Stock Company

PetroVietnam Energy Technology Corporation - Hanoi Branch
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DRILUNG MUD CORPORATION
NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS (Continued)

Related parties

PetroVietnam Coating Joint Stock Company

PetroVietnam Petrochemical and Textile Fiber Joint Stock Company

Branch of PetroVietnam Power Corporation - Nhon Trach Petro
Power Company

PetroVietnam Nhon Trach 2 Power Joint Stock Company

Branch of PetroVietnam Transportation Corporation - PVTrans
OilField Services

Research and Development Center for Petroleum Processing -
Branch of Vietnam Petroleum Institute

Thai Binh II Thermal Power Plant Project Execution Board

Branch of PetroVietnam Fertilizer and Chemicals Corporation - Phu
My Fertilizer Plant

PetroVietnam Security Service Corporation

PetroVietnam Energy Technology Corporation

Vietnam Public Joint Stock Commercial Bank

PetroVietnam Exploration Production Corporation - Vung Tau Branch

PetroVietnam University

Branch of PetroVietnam Power Corporation - Ha Tinh Petro Power
Company

BJ Services - PV Drilling Joint Venture Company Limited

PetroVietnam Marine Shipyard Joint Stock Company

PetroVietnam Urban Development Joint Stock Company

Central PetroVietnam Fertilizer and Chemicals Corporation

North PetroVietnam Fertilizer and Chemicals Corporation

Branch of PetroVietnam Drilling & Well Services Corporation -
PetroVietnam Drilling Investment Services Company Limited
Petroleum Maintenance Services Joint Stock Company

Hanoi Branch - PetroVietnam Technical Safety Registration
Company Limited - PVEIC
PTSCThanh Hoa Port Joint Stock Company

PetroVietnam Central Bio-fuels Joint Stock Company

Branch of Vietnam Petroleum Institute - Center for Technology
Application and Transfer
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•• During the year, the Corporation entered into the following significant transactions with its
related parties:

• Current lear Prior lear
VND VND

• Sales 101,218,558,699 133,257,914,861

Binh Son Refining and Petrochemical Company Umited (BSR) 52,246,585,548 61,018,391,648• PetroVietnam University 16,976,940,000

• PetroVietnam Fertilizer and Chemicals Corporation- Phu My Fertilizer 8,366,715,698 3,355,609,147
Plant• Branch of PetroVietnam Power Corporation - Ha Tinh Petro Power 7,914,402,215 921,434,204
Company• BJServices - PVDrilling Joint Venture Umited 3,673,194,707 6,577,046,788

• Branch of PetroVietnam Power Corporation - Ca Mau Petro Power 3,285,060,368 5,236,169,273
Company

• PetroVietnam Marine Shipyard Joint Stock Company 3,165,595,000 7,715,765,000

Vietnam Petroleum InstiMe 1,715,700,000• PTSCThanh Hoa Port Joint Stock Company 1,355,277,090 2,999,370,766
PetroVietnam Petrochemical and Texile Fiber Joint Stock Company 8,800,000 7,122,818,230• PetroVietnam Coating JSC 9,540,102,000 -::::

• Dung Quat Shipbuilding Industry One Member Company Umited 8,264,412,112 <,

Y
Other related parties 2,510,288,073 20,506,795,693 {II• Income from other activities 1,723,598,284 5,071,031,969 TI

• Vietnam Oil and GasGroup 1,723,598,284 .~
--:• DMC- VTSJoint Venture Co., Ltd. 5,048,408,580 ~-'

PetroVietnam Exploration Production Corporation - Vung Tau Branch 22,623,389• Purchase of goods and services 491,138,505,659 543,565,885,882

• Binh Son Refining and Petrochemical Company Umited (BSR) 394,827,996,519 443,886,237,296

Central PetroVietnam Fertilizer and Chemicals Joint Stock Company 33,652,875,975 47,510,330,000• PTSCSupply Base - Branch of PetroVietnam Technical Services 29,642,245,416 35,568,120,778

• Corporation
North PetroVietnam Fertilizer and Chemicals Company 12,724,454,360 3,820,000,000

• Vietnam Petroleum InstiMe 9,157,395,504 3,308,000,462

Branch of PetroVietnam Drilling &. Well Services Corporation - 3,173,693,250• PetroVietnam Drilling Investment Services Company Umited
PetroVietnam Petrochemical and Texile Fiber Joint Stock Company 1,673,880,682• PetroVietnam Transportation Hanoi Joint Stock Company 1,396,363,638 2,948,236,364

• Vietnam Oil and GasGroup 1,337,127,176 1,448,991,695

Other related parties 3,552,473,139 5,075,969,287 .:::• Short-term borrowings obtained from Vietnam Public loint
J.
'\

Stock Commercial Bank y• Proceeds from borrowings 65,330,008,470
lA
A• Repayment of borrowings 16,653,083,454 53,330,667,098
~

Interest payable 47,094,305 248,079,434 0• Interest paid 47,094,305 247,312,438
~

• Dividends paid in cash

• Vietnam Oil and GasGroup 25,199,466,600 21,599,542,800
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DRILUNG MUD CORPORATION
NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS (Continued) FORM B 09-DN/HN

Significant related party balances as at the balance sheet date were as follows:

Closing balance O~eningbalance
VND VND

Trade receivables 24,902,171,054 39,328,872,459

Branchof PetroVietnam Power Corporation - Ha Tinh Petro 8,669,343,325 684,379,546
PowerCompany

DMC-VTSJoint Venture Company Limited 6,209,044,462 6,263,858,288

BinhSonRefiningand PetrochemicalCompany Limited (BSR) 5,242,337,718 21,498,400,740
PetroVietnamPetrochemicaland Textile FiberJoint Stock 1,689,461,633 1,694,961,633
Company
Other related parties 3,091,983,916 9,187,272,252

Other receivables 911,137,340 7,797,273,704

Vietnam Oil and GasGroup 597,637,340 597,637,340

Petroleum MaintenanceServicesJoint Stock Company 313,500,000

BinhSonRefining and PetrochemicalCompany Limited (BSR) 7,199,636,364

Advances from customers 2,816,426,002 8,101,844,020 ~
BinhSonRefining and PetrochemicalCompany Limited (BSR) 1,889,118,000 -.)'.~PetroVietnamVungAng - QuangTrach Power Project 302,355,428 417,355,428
ManagementBoard

~~PetroVietnam LongPhu- SongHau PowerProject 241,980,860 241,980,860
ManagementBoard 'oi!

Branchof PetroVietnam Fertilizer and ChemicalsCorporation- 199,859,262
.~

PhuMy Fertilizer Plant
PTSCThanhHoa Port Joint Stock Company 163,112,452 312,192,932

PetroVietnam NhonTrach 2 PowerJoint Stock Company 20,000,000

PetroVietnam University 7,130,314,800

Trade payables 59,798,312,080 115,847,801,510

BinhSonRefining and PetrochemicalCompany Limited (BSR) 47,853,678,451 105,330,945,335
PTSCSupply Base- Branchof PetroVietnamTechnicalServices 7,532,232,510
Corporation
Branchof PetroVietnam Drilling &Well ServicesCorporation - 2,721,007,575
PetroVietnamDrilling Investment ServicesCompany Limited
Branchof PetroVietnam Fertilizer and ChemicalsCorporation 1,049,558,400
PTSCSupply Base- Branchof PetroVietnamTechnicalServices 8,773,555,255
Corporation
Other related parties 641,835,144 1,743,300,920
Advances to suppliers 13,374,713,948 19,893,268,281

DMC- VTSJoint Venture Co., Ltd. 13,374,713,948 19,772,803,681
l~

Central PetroVietnamFertilizer and ChemicalsCorporation 120,464,600 )
Other payables 1,000,000,000 "
Vietnam Oil and GasGroup 1,000,000,000 ;

Short-term loans

Vietnam PublicJoint Stock Commercial Bank 16,786,236,099
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DRILUNG MUDCORPORATION
NOTESTO THECONSOUDATEDFINANCIAL STATEMENTS(Continued) FORMB 09-DN/HN

28. SUPPLEMENTALDISCLOSURESOFCONSOUDATEDCASHFLOW INFORMATION

Supplemental non-cash disclosures:

Cash outflows for purchasesof fixed assets and construction in progress during the year
excludeVND28,460,007,525 (2015: VND 1,638,919,675), representingan addition in fixed
assetsand constructionin progressduring the year that hasnot yet beenpaid. Consequently,
changesin payableshavebeenadjusted by the sameamount.

Dividendsand profits paid to the shareholdersinclude dividendspaid to the shareholdersin
2016 with the amount of VND 1,306,714,577 and exclude VND 1,346,943,847 of 2015
dividendpayableto the shareholdersthat hasnot yet beenpaid in 2016 by the Corporation.

Bank interest earned, dividendsand profits received in the year excludean amount of VND
119,291,667(2015: VND627,777,778).

Cash and cash equivalents held by the Corporation but not allowed for use:

As presentedin Note 5, as at 31 December2016, the outstanding balanceof bank deposits
includes the amount of VND 8,916,996,152 deposited at OceanCommercialOne Member
Limited Liability Bank which has been subject to restricted use. The Board of Directors
believes that this amount will be used normally in the future upon availability of specific
decisions/guidelinesissuedby the State Bank.

Ta Dinh Khang
Preparer

Bui Tuan Ngoc
Chief Accountant

10 March2017
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