NVP: Explanation for the auditors’ qualified opinions in the financial statement 2017

On April 9th, 2018, Vinh Phuc Water Supply Joint Stock Company announced the explanation for the auditors’ qualified opinions in the financial statement 2017 as follows:

Opinion 1: According to the audit report dated on the Company’s financial statement for fiscal year ending on December 31st, 2016 March 27th, 2017, the auditors gave their qualified opinion about: The Company was canceled as the Owner of project of Ba Hien water supply with the capacity of 5,000m3/ day. This project was transferred to Ha Vinh Water Supply and Construction Joint Stock Company (now known as Setfil Vinh Phuc Water Supply Joint Stock Company) pursuant to Decision No. 1178/ QD-UBND dated May 19th, 2011 of the People's Committee of Vinh Phuc province. However, the company did not reduce this project in the financial statement. The Company still recorded the incurred cost of this project with an amount of VND1,071,302,246 in item “construction in progress”.
The Company’s explanation: Currently, the Company has been comparing and handing over liabilities with Setfil Vinh Phuc Joint Stock Company. As soon as having Setfil’s debt confirmation, the Company will adjust to decrease the above expense.

Opinion 2: In 2017, the Company recorded an increase in fixed asset with an amount of VND 4,392,078,578 and an increase of payables for Bebingg SPA – Sesto San Giovanni Company (Milan) Italia in accordance with the settlement record made by the Company. Furthermore, the Company also deducted depreciation for the above fixed asset into expense during the period with the amount of VND 131,762,357. With data provided by the Company and by necessary audit procedures, we cannot collect full audit evidences related to the above mentioned event. Therefore, we cannot determine whether it is necessary to adjust these data and other relevant data presented in the financial statement 2017 of the Company.
The Company’s explanation: Bebingg SPA went bankrupt because auditors did not collect full evidence. However, the settlement made by the Company was sent to Vinh Phuc Department of Finance to appraise. When getting the result, the Company will adjust.

Opinion 3: We have not been provided with the financial statement for the fiscal year ended on December 31st, 2017 of the associate company - Setfil Vinh Phuc Water Supply Joint Stock Company to consider the deduction or refund of provisions for losses (if any) at December 31st, 2017. As a result, we do not assess the effect of this issue on the Company's financial statement for the fiscal year ended on December 31st, 2017.
The Company’s explanation: At the time that the auditing company issue the audit report, the Company has not yet received any financial statement of Setful Vinh Phuc Water Supply Joint Stock Company.

Opinion 4: In 2017, the Company adjusted the initial cost of transportation and transmission equipment with the value of 53,797,589,839 VND corresponding to reduction of buildings and structure and equipment with the amount of VND 48,426,003,967 and VND 5,371,585,871 in turn based on the final settlement of the project "Renovation and expansion of the Me Linh water supply system". Furthermore, the Company also re-adjusted depreciation period of means of transportation and transmission from 25 years to 10 years and depreciation period of some machines and equipment from 10 years to 12 years. If the depreciation period of fixed assets is consistent with previous fiscal years, the cost of production and business activities in 2017 will decrease and the profit before tax will increase by 2.42 billion dongs. Other relevant indicators in the statement of business result and the balance sheet are also affected accordingly.
The Company’s explanation: Since the project was finalized, the Company reclassified the asset to the exact nature of each asset. Hence, there was a change as the opinion of the auditors.

