MIE: Explanation for the qualified opinions of auditors in the financial statement 2017 
On 14 April 2018, Machines and Industrial Equipment Corporation announced explanation for the qualified opinions of auditors in the financial statement 2017 as follows:

I. In the financial statement 2017 of the holding company
I.1 Qualified opinions

1. At the time of making the audit report, the Corporation has been in progress of settlement of equitization. Therefore, the Corporation has not yet had minutes of handing over accounting data from State Company Limited to Joint Stock Company.

2. Auditors did not give opinions about determining reasonable value of investment in subsidiaries, associated companies and other investment because there was not transaction price of these investments in the market as well as currently, Vietnamese accounting standard and Vietnamese Corporate accounting regulations has not yet had any instruction about how to calculate reasonable price based on using valuation technique. The reasonable value of these investments may be different from the book value.
I.2 Explanation
1. At the time of auditing the financial statement 2017, the Corporation had finished the settlement record of equitization and submitted Ministry of Industry and Trade to approve. After getting approval of Ministry of Industry and Trade, the Corporation will hand-over and adjust the data.

2. Most of investments of the Corporation did not have transaction in the market. Therefore, the Corporation can not provide reasonable value for auditors.

II. The consolidated financial statement 2017

II.1 Qualified opinions

All qualified opinions of auditors in the consolidated financial statement were issues relating to subsidiaries of the Corporation. In detail:

1. There was no data to add interest and loss in the business result of Royal City Real Estate Development and Investment Joint Stock Company (the Company that Hanoi Mechanical Co., Ltd was co-founder and owned 2.149% of Charter capital) into the consolidated production and business results of Machines and Industrial Equipment Corporation from January 20th, 2017 to December 31st, 2017.
2. Issues relating to receivables and payables of Quang Trung Mechanical Engineering Co., Ltd;

3. Until December 31st, 2017, advance payments that were overdue for over 3 years from the date of the agreement to cancel the contract was not made provision at MECANIMEX Products Export – Import Company Limited.
4. Depreciation expense, was not accounted in some subsidiaries: In which, Duyen Hai Mechanical Joint Stock Company’s depreciation value was VND 1,530,760,482 and depreciation value of Tools Joint Stock Company No. 1 was VND 2,625,763,128.

5. There was not enough data fully to evaluate influence of the independent audit report No. 18/2018/KT-AV2-TC dated March 22nd, 2018 by An Viet Auditing Co., Ltd on the financial statement from January 20th, 2017 to December 31st, 2017 of The Vietnam National Complete Equipment and Technics Import Corporation Limited on the consolidated audit report because auditors gave their adverse opinion.
II.2 Explanation

1. At the time of auditing the financial statement, Hanoi Mechanical Co., Ltd could not collect the financial statement of Royal City Real Estate Development and Investment Joint Stock Company because this Company did not complete the report timely.
2. Receivables and payables at Quang Trung Mechanical Engineering Co., Ltd were related to the case at General Import – Export Enterprise. The Corporation reported to Ministry of Industry and Trade, Ministry of Finance and Government Office to ask permission for financial handling at September 30th, 2014.

The Government Office had the official letter No. 6136/VPCP-ĐMDN dated August 5th, 2015 on handling issues relating to the case at General Import – Export Enterprise when Machines and Industrial Equipment Corporation was equitized. According to it, the Corporation implemented as instruction of Ministry of Finance in the official letter o. 7818/BTC-TCDN dated June 12th, 2015: The Corporation has responsibility for following the case and that case will be handled in accordance with conclusion of investigation agencies.
On May 21th, 2015, the Corporation received the indictment No.419/CT-VKS-P3 of the People's Procuracy of Hanoi. On 29th, 30th September, 1977, there was the first instance verdict No. 337/2017/HSST of the People's Court of Hanoi. Accordingly, Mr. Nguyen Duy Xuyen (Director of the Enterprise) and other related individuals must pay compensation to civil plaintiffs in accordance with the law. 
This case is being resolved by legal authorities. Upon the conclusion of the Hanoi People's Court, the Corporation shall report to the competent agencies for consideration, handling and accounting according to regulations.

3. For overdue advance to supplier that MECANIMEX Products Export – Import Company Limited did not deduct for provision: This Company did not make deduction for provision because the Company still evaluated that this debt might be collected in the future.
4. For not recording depreciation of fixed assets

+ At Duyen Hai Mechanical Joint Stock Company: Depreciation value not calculated according to auditors’ opinion was value of machines not involved in the production process. Boad of Directors of Duyen Hai Mechanical Joint Stock Company made the meeting minutes on approving temporarily stopping deducting depreciation for these assets dated March 10th, 2016.

+ At Tools Joint Stock Company No. 1: Some machinery line systems of the Company much operated under the design capacity. Therefore, the Company had to re-estimate depreciation value suitably to actual use, which caused difference in comparison with audit.
5. For adverse opinion at The Vietnam National Complete Equipment and Technics Import Corporation Limited: Financial limitations and weakness of production and business activities of the Company was formed before the Company moved to the Corporation. Until now, these weaknesses still cannot be overcome. Therefore, on March 26th, 2018, MIE made the offcial letter No. 276/CV-MIE-DDV to submit to Ministry of Industry and Trade to rreport and propose re-structure of The Vietnam National Complete Equipment and Technics Import Corporation Limited. According to it, the Corporation proposed to Ministry of Industry and Trade to re-structure and divest 100% of investment capital through selling the enterprise with inherited debts or or carrying out bankruptcy of enterprises (if the enterprise cannot be sold).
