SHG: Explanations for financial statements of 2015 and 2016 
On 16 May 2017, Song Hong Corporation explained for financial statements of 2015 and 2016 as follows:

1. Owners’ capital at the end of 2016 (amended retrospectively) of the Holding Company: 107,367,664,094 dongs.

Owners’ capital decreased due to the following reasons:

· The Loss in gross profit:10,194,280,150 dongs

· The loss in financial activities: -21,547,708,934 dongs

· The loss in administration expenses: -27,524,388,564 dongs

· The loss in provisions for doubtful debts: 115,411,374,465 dongs

· The loss in Other profit: 4,074,331,292 dongs

· Total loss: 170,604,420,821 dongs

b. Owners’ capital at the beginning of 2016 (amended retrospectively) in the consolidated financial statements: 126,447,202,166 dongs. Owners’ capital decreased due to the following reasons: 

· The Loss in gross profit:10,194,280,150 dongs

· The loss in financial activities: -21,547,708,934 dongs

· The loss in administration expenses: -27,524,388,564 dongs

· The loss in provisions for doubtful debts: 115,411,374,465 dongs

· The loss in joint investments: 3,881,071,870 dongs

· The loss in Other profit: 62,274,711 dongs

· The loss in tax expenses: 192,255,396 dongs

Total loss: 187,132,479,280 dongs

2. Reasons that the auditor disapproved the entire separated/ consolidated  2015 

a. Separated financial statements: auditors’ opinions:

· Responsibilities of Auditors

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with Vietnamese Standards on Auditing. These standards require that we comply with ethical standards and regulations, plan and execute the audit to obtain reasonable assurance about the company's financial statements.

An audit involves performing procedures to obtain audit evidences about the records and disclosures of financial statements. The procedures selected are based on auditing, including the evaluation of the risks of material misstatement of financial statements whether is due to fraud or error. In order to evaluate these risks, the auditors consider the internal audit of the Corporation in respect of the fair presentation of financial statements with regards to the appropriate accounting procedures, however, it is not intended to provide an opinion on the effectiveness of the Company's internal control. An audit also includes assessing the appropriateness of accounting policies used and the reasonableness of accounting estimations made by Management Board, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

· The basis of qualified opinions:

We could not collect enough certifications of receivables, and payables of the Corporation as of 31 Dec 2014 and 31 Dec 2015. This made us give the qualified opinions for separated financial statements ending on 31 Dec 2014 of the Corporation.  We implemented alternative auditing procedures but we could not confirm the full existence of the receivables and payables as of 31 Dec 2014 with the value of 273.08 billion dongs and 119.47 billion dongs respectively. Therefore, we cannot evaluate its impact on the fiscal year ending on 31 Dec 2015 of the Corporation.

Some receivable debts with the total value of 37.9 billion dongs had signs that it was difficult to be recovered, but the Corporation did not evaluate the expected loss. For which the Corporation did not identify and record the provisions for doubtful debts for the debts, with the value of 28.4 billion dongs estimated by us, in which, the estimated provisions accumulated as of 31 Dec 2014 was 1.2 billion dongs. If the Corporation had made provisions in accordance with laws, both Profit after tax and Provisions for short- term doubtful debts on 31 Dec 2015 would have decreased by 28.4 billion dongs, and the administration expense of 2015 increased by 1.2 billion dongs.

Some receivable debts with the total value of 97.5 billion dongs had signs that it was difficult to be recovered, but the Corporation did not evaluate the expected loss because they were related to ongoing projects or could be recovered from other assets. In which, the Corporation did not identify and record the provisions for these debts. Therefore, with the outstanding documents, we cannot evaluate its impact on the financial statements.
Regarding these qualified opinions, CPA Vietnam Limited Company applied the beginning retrospective restatement to audited financial statements of 2016 of the Corporation

Some sub- contractors stopped constructing or finished the construction, and finalize the project, but the advance payments were not settled by the Corporation. Total remained amount as of 31 Dec 2015 was 99.25 billion dongs. With the outstanding documents, we cannot evaluate its impact on the financial statements.

Song Hong- Nhon Trach Project was postponed and is expected to be transferred to Song Hong Saigon JSC to continue the construction. However, at the time of making this separated financial statements, the Corporation had not complete the transfer. Therefore, with the outstanding documents, we cannot evaluate its impact on the financial statements ending on 31 Dec 2015 of the Corporation.

In 2015, Song Hong Technical High School (“ The School”) adjust retrospectively the amount discounted from 2007 to 2013 from the fixed assets of the School formed from non-business funding that had been converted to business capital since the equitisation of the business in 2010. At the same time, the School did not depreciate this fixed assets for 2014 and the first 9 months of 2015. If the School had depreciated accordingly to laws, both the profit after tax and the differences between Total assets and Liabilities presented in other short- term receivables account in the separated financial statements of the Corporation would have decreased by 13.06 billion dongs. 
Until 2015, the Corporation assigned Ms. Le Thi Minh Nguyet and Song Hong Real estate Joint Stock Company to hire the office ground belonged to the Housing Project No. I1, I2 and I3 of Thanh Cong Building 2 that had been presented in unfinished construction assets with the value of 23.73 billion dongs. In which: The value hired by Ms. Le Thi Nguyet  was presented at advance payment from buyers account in the balance sheet with the value of 21.45 billion dongs;  the value for rent illustrated in the Unrealized long- term revenue account with the value of 54.97 billion dongs. Currently, the settlement procedures has not been finished, the revenue and cost of capital has not been realized. Therefore, with the outstanding documents, we cannot evaluate its impact on the financial statements ending on 31 Dec 2015 of the Corporation.
General administrative expense of dependent units belonged to the Corporation (Steering Committee of Contract Package No. 3- Hanoi Water Drainage Project) was recorded in the cost of capital in 2015 with the value of 2.15 billion dongs. The non- distributed remained administrative expense was tracking at the unfinished production expense account on 31 Dec 2015 of Management Board with the value of 3.8 billion dongs. We were not provided with the documents showing basis for the allocation of general administrative expense of Management Board. In accordance with the implemented procedures, we have not determined whether the data needs adjusting. 

· Qualified  opinions:

In our opinions, except for the issues presented in Basis for qualified opinions, separated financial statements illustrated precisely and reasonably in accordance with the Accounting Standard and the laws.
· Emphasis matters:
The housing project No.I1, I2, I3 and office building Thanh Cong 2- Thai Ha were  constructed in accordance with  the economic contract No. 07/HDKT- 2008 dated 3 Apr 2008 between the Corporation and Song Hong Real estate Join Stock Company was finished and put in to use. However, until the time of issuing this report, the project had not finished the investment settlement and defined the allocation between investment parties.  In accordance with the temporary minutes signed by Thai Ha Project Steering Committee, the Corporation and Song Hong Real estate Company on 19 Jun 2015, the temporary profit was 103.92 billion dongs. The Corporation accounted temporarily the profit from selling the apartments, with the value of 103.92 billion dongs.
Song Hong Corporation signed the construction contract Vung Ang 1 Thermal Water with Vietnam Assembly Corporation in accordance with the Contract No. 280909/LILAMA_ SHC dated 28 Sep 2009. Due to changes in the design and prices, the Corporation and the contractor is cooperating to compare the volume of works implemented by the Corporation. As of 30 Sep 2005, the dependent unit of the Corporation, Song Hong Technical High School (the School) implemented the auditing works and transferred the documents to the Construction Ministry. However, as of 31 Dec 2015, Construction Ministry had not issue the official decision regarding receiving the transfer. The financial statements as of 30 Sep 2015 was concluded in financial statements of 2015 of the Corporation as follows: the operation results of the first 9 month of 2015 was accounted in the income statement of the Corporation; the differences between total assets and liabilities on 30 Sept 2-15 was reflected in Other short term receivable with the value of 65.22 billion dongs. 
Other issues:
· Separated financial statements of Song Hong Corporation for the fiscal year ending on 31 Dec 2014 audited by AASC Limited Company. The auditor give the qualified opinions regarding debts, receivables and the issue regarding revenue and cost of capital of renting the grounds of Building Project No. I1, I2. I3. These issues continue to affect the financial statements of the fiscal year ending in 31 Dec 2015 and the auditor has given the auditing opinions at this report.  

b. Consolidated financial statements:

· Qualified opinions:

In accordance with the provided documents, we could not evaluate the existence and completeness of the following account in consolidated financial statements with the value accounted on 01 Jan 2015 as follows: Money: 7.35 billion dongs, Inventory: 271. 13 billion dongs, fixed assets: 16.64 billion dongs; and the value accounted on 31 Dec 2015 as follows: Money: 3.75 billion dongs, inventory: 201.27 billion dongs and fixed assets: 14.58 billion dongs. Therefore, with the outstanding documents, we cannot evaluate its impact on the financial statements ending on 31 Dec 2015 of the Corporation.
We could not collect enough proofs of receivable debts, and payables of the Corporation on 31 Dec 2014 and 31 Dec 2015. This made us give the qualified opinions for consolidated financial statements ending on 31 Dec 2014 of the Corporation. We implemented fully auditing procedures, but we could not confirm the existence and completeness of receivable debts, and payables, with the value of 322.58billion dongs and 475.12 billion dongs respectively on 31 Dec 2014, and with the value of 357.94 billion dongs and 325.95 billion dongs respectively on 31 Dec 2015.
“Some receivable debts with the total value of 29.5 billion dongs had signs that it was difficult to be recovered, but the Corporation did not evaluate and made provisions for these debts. The value of doubtful debts was estimated to be 28.14 dongs.. If the Corporation had made provisions in accordance with laws, both provisions for Profit after tax and short term receivables on 31 Dec 2015 would have decreased 28.14 dongs and the administrative costs of 2015 increased by 908 million dongs.

Some receivable debts with the total value of 165.8 billion dongs had signs that it was difficult to be recovered, but the Corporation did not evaluate the expected loss because they were related to ongoing projects or could be recovered from other assets. In which, he Corporation did not identify and record the provisions for these debts. Therefore, with the outstanding documents, we cannot evaluate its impact on the financial statements. “

Regarding these above qualified opinions, CPA Vietnam Limited Company made the beginning retrospective adjustment in audited financial statements 2016 of the Corporation. 

As of 31 Dec 2015, Song Hong Construction No, 1 JSC, an affiliated Company, had been tracking the expenses of some projects whose revenue were recorded completely on the unfinished operation costs account, with the value of 8.7 billion dongs. If this figure had been adjusted, both “Inventory” and “Profit after tax” in the financial statements on 31 Dec 2015 decreased by 8.7 billion dongs

Some sub- contractors delayed construction Hanoi Water drainage Project or finished the construction, settle with the investors (Danang Multifunction Arena, and Danang Public Administration center), but the advance payment was not settled by the Corporation.  Total value of the balance as of 31 Dec 2015 was 99.25billion dongs. In accordance with the current documents, we could not evaluate the impact on separated financial statements and not determine whether the data needs adjusting.
2 affiliated companies of the Corporation, Mechanic One Limited Company and Song Hong Construction Limited Company, retrospectively adjusted the financial statements of 2014: the value of unfinished works decreased by 17.65 billion dongs, profit after tax decreased by 11.04 billion dongs, financial expenses increased by 4.02 billion dongs, and other expenses increased by 2.59 billion dongs. This made the profit after tax in financial statements of 31 Dec 2015 decreased by 17.65 billion dongs. We could not collect enough auditing proofs to evaluate the rationality of this retrospective adjustment. Hence, we did not determine whether the data needs adjusting.
An affiliated company, Song Hong An Duong One Limited Company made retrospective adjustment for financial statements 2014 that made the interest expenses increase by 5.71 billion dongs, the profit after tax increase by 2.02 billion dongs and the financial expenses increase by 3.69 billion dongs.  This made the accumulated profit after tax on 31 Dec 2015 in the consolidated financial statements decreased by 5.71 billion dongs. We could not collect enough auditing proofs to evaluate the rationality of this retrospective adjustment. Hence, we did not determine whether the data needs adjusting.
Song Hong- Nhon Trach project had been delayed and transferred to Song Hong Sai Gon JSC to continue. However, at the time making this consolidated financial statements, the Corporation did not complete transferring this project. Therefore, we could not evaluate the impact of this issue on consolidated of financial statements ending on 31 Dec 2015 of the Corporation.
Until 2015, the Corporation allowed Ms. Le Thi Minh Nguyet and Song Hong Real estate Company to hire the grounds belong to the project Building No. I1, I2, and I3 and Thanh Cong 2 Building that were presented in the balance sheets as the unfinished construction assets (the temporary estimation of unfinished construction assets: 23.72 billion dongs).In which: the value that Ms. Le Thi Nguyet hired was reflected at the advance payments of the buyers in the balance sheets with the value of 21.45 billion dongs; the value that Song Hong Real estate hired was reflected at the Unrealized revalue account with the value of 54.97 billion dongs. Currently, the settlement procedures has not been completed, hence the Company has not been accounted the value of real estate investments, revenue and cost of capital of this transaction. We implemented necessary auditing procedures but we could not evaluate the impact on consolidated financial statements ending on 31 Dec 2015 of the Corporation.

Song Hong An Duong, the affiliated company recorded tax expenses and the penalty for overdue tax payment form 2007 until 31 Mar 2012 in accordance with Notice No. 201213174/ TB 07- CT dated  20 Apr 2012 of Hanoi Tax Department with the value of 3.38 billion dongs. However, the tax liabilities as of 31 Dec 2015 has been not confirmed by the tax authorities. We could not collect enough documents to evaluate the completeness of this data and could not determine whether the data needs adjustments.
The Corporation recorded the cost of capital of some constructions with the temporary estimation value of 32.52 billion dongs (Mechanic One Limited Company and Song Hong Construction and Song Hong Construction No. 1 Joint Stock Company). We could not collect enough documents to evaluate the completeness of this data and could not determine whether the data needs adjustments. 

Debts, transactions, and unrealized profit/ loss between the Holding Company and affiliated Company did not excluded entirely in consolidated financial statements 2014, which led the auditor to give the qualified opinions. And this issue continued to affect the financial statements of 2015 of the Corporation. During the limit of auditing scope, we could not collect enough proofs to identify the impact on consolidated financial statements.

Financial statements of Song Hong Danang JSC, an affiliated company of the Corporation had not been audited as of 31 Dec 2014, which led the auditor to give the qualified opinions. And this issue continued to affect the financial statements of 2015 of the Corporation. During the limit of auditing scope, we could not give opinions about the value of assets and payable of this company, with the value of 50.98 billion dongs and 62.06 billion dongs as of 31 Dec 2014 and 31 Dec 2015 respectively.

As of 31 Dec 2015, the procedures of transferring Song Hong Industrial High School (“The School”), a dependent unit of the Corporation, had not been completed/In 2015, the School adjust retrospectively the depreciation entries from 2007 to 2013. At the same time, the School did not depreciate the fixed assets in 2014 and the first 9 month of 2015. If the Corporation had depreciated according to laws, both Profit after tax and the differences between total assets and liabilities presented in other short term receivable of the Corporation decreased by 13.06 billion dongs.
On 01 Aug 2016, Ministry of Construction issued Decision No. 751/ QD- BXD (“Decision No.751) regarding the value of state capital at 0:00 2 Jun 2010. However, the attached financial statements did not include the data amended accordingly to Decision No. 751. Therefore, we could not evaluate its impact on the financial statements.
· Responsibilities of Auditors

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with Vietnamese Standards on Auditing. These standards require that we comply with ethical standards and regulations, plan and execute the audit to obtain reasonable assurance about the company's financial statements.

An audit involves performing procedures to obtain audit evidences about the records and disclosures of financial statements. The procedures selected are based on auditing, including the evaluation of the risks of material misstatement of financial statements whether is due to fraud or error. In order to evaluate these risks, the auditors consider the internal audit of the Corporation in respect of the fair presentation of financial statements with regards to the appropriate accounting procedures, however, it is not intended to provide an opinion on the effectiveness of the Company's internal control. An audit also includes assessing the appropriateness of accounting policies used and the reasonableness of accounting estimations made by Management Board, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

· The basis of qualified opinions:

We could not collect enough certifications of money, inventory and fixed assets of some affiliated companies as of 31 Dec 2014 and 31 Dec 2015. This made us give the qualified opinions for separated financial statements ending on 31 Dec 2014 of the Corporation. Regarding the provided information, we could not evaluate the existence and completeness of these accounts on the consolidated financial statements with the following values calculated on 1 Jan 2015:  Money: 7.35 billion dongs, Inventory: 271.13 dongs, fixed asset: 16.64 billion dongs; and with the following values calculated on 31 Dec 2015: Money: 3.75 billion dongs, Inventory: 201.27 billion dongs; fixed assets: 14.58 billion dongs. Therefore, we cannot evaluate its impact on the fiscal year ending on 31 Dec 2015 of the Corporation.

We could not collect enough certifications of receivables, and payables of the Corporation as of 31 Dec 2014 and 31 Dec 2015. This made us give the qualified opinions for separated financial statements ending on 31 Dec 2014 of the Corporation.  We implemented alternative auditing procedures but we could not confirm the full existence of the receivables and payables as of 31 Dec 2014 with the value of 322.58 billion dongs and 475.12 billion dongs respectively, and the figure for 31 Dec 2015 were 357.94 billion dongs and 325.95 billion dongs.
Some receivable debts with the total value of 37.9 billion dongs had signs that it was difficult to be recovered, but the Corporation did not evaluate the expected loss. For which the Corporation did not identify and record the provisions for doubtful debts for the debts, with the value of 28.4 billion dongs estimated by us, in which, the estimated provisions accumulated as of 31 Dec 2014 was 1.2 billion dongs. If the Corporation had made provisions in accordance with laws, both Profit after tax and Provisions for short- term doubtful debts on 31 Dec 2015 would have decreased by 28.4 billion dongs, and the administration expense of 2015 increased by 1.2 billion dongs.

Some receivable debts with the total value of 165.98 billion dongs had signs that it was difficult to be recovered, but the Corporation did not evaluate the expected loss because they were related to ongoing projects or could be recovered from other assets. In which, he Corporation did not identify and record the provisions for these debts. Therefore, with the outstanding documents, we cannot evaluate its impact on the financial statements.

As of 31 Dec 2015, Song Hong Construction had been tracking the expenses of some projects whose revenue were recorded completely on the unfinished operation costs account, with the value of 8.7 billion dongs. If this figure had been adjusted, both “Inventory” and “Profit after tax” in the financial statements on 31 Dec 2015 decreased by 8.7 billion dongs.

Some sub- contractors stopped constructing or finished the construction, and finalize the project, but the advance payments were not settled by the Corporation. Total remained amount as of 31 Dec 2015 was 99.25 billion dongs. With the outstanding documents, we cannot evaluate its impact on the financial statements.
The affiliated company of the Corporation, Mechanic One Limited Company, retrospectively adjusted the financial statements of 2014: the value of unfinished works decreased by 17.65 billion dongs, profit after tax decreased by 11.04 billion dongs, financial expenses increased by 4.02 billion dongs, and other expenses increased by 2.59 billion dongs. This made the profit after tax in financial statements of 31 Dec 2015 decreased by 17.65 billion dongs. We could not collect enough auditing proofs to evaluate the rationality of this retrospective adjustment. Hence, we did not determine whether the data needs adjusting.

An affiliated company, Song Hong An Duong One Limited Company made retrospective adjustment for financial statements 2014 that made the interest expenses increase by 5.71 billion dongs, the profit after tax increase by 2.02 billion dongs and the financial expenses increase by 3.69 billion dongs.  This made the accumulated profit after tax on 31 Dec 2015 in the consolidated financial statements decreased by 5.71 billion dongs. We could not collect enough auditing proofs to evaluate the rationality of this retrospective adjustment. Hence, we did not determine whether the data needs adjusting.

Song Hong- Nhon Trach Project was postponed and is expected to be transferred to Song Hong Saigon JSC to continue the construction. However, at the time of making this separated financial statements, the Corporation had not complete the transfer. Therefore, with the outstanding documents, we cannot evaluate its impact on the financial statements ending on 31 Dec 2015 of the Corporation.

Until 2015, the Corporation assigned Ms. Le Thi Minh Nguyet and Song Hong Real estate Joint Stock Company to hire the office ground belonged to the Housing Project No. I1, I2 and I3 of Thanh Cong Building 2 that had been presented in unfinished construction assets with the value of 23.73 billion dongs. In which: The value hired by Ms. Le Thi Nguyet  was presented at advance payment from buyers account in the balance sheet with the value of 21.45 billion dongs;  the value for rent illustrated in the Unrealized long- term revenue account with the value of 54.97 billion dongs. Currently, the settlement procedures has not been finished, the revenue and cost of capital has not been realized. Therefore, with the outstanding documents, we cannot evaluate its impact on the financial statements ending on 31 Dec 2015 of the Corporation.

Song Hong An Duong, the affiliated company recorded tax expenses and the penalty for overdue tax payment form 2007 until 31 Mar 2012 in accordance with Notice No. 201213174/ TB 07- CT dated  20 Apr 2012 of Hanoi Tax Department with the value of 3.38 billion dongs. However, the tax liabilities as of 31 Dec 2015 has been not confirmed by the tax authorities. We could not collect enough documents to evaluate the completeness of this data and could not determine whether the data needs adjustments.

The Corporation recorded the cost of capital of some constructions with the temporary estimation value of 32.52 billion dongs (Mechanic One Limited Company and Song Hong Construction and Song Hong Construction No. 1 Joint Stock Company). We could not collect enough documents to evaluate the completeness of this data and could not determine whether the data needs adjustments. 

Debts, transactions, and unrealized profit/ loss between the Holding Company and affiliated Company did not excluded entirely in consolidated financial statements 2014, which led the auditor to give the qualified opinions. And this issue continued to affect the financial statements of 2015 of the Corporation. During the limit of auditing scope, we could not collect enough proofs to identify the impact on consolidated financial statements.

Financial statements of Song Hong Danang JSC, an affiliated company of the Corporation had not been audited as of 31 Dec 2014, which led the auditor to give the qualified opinions. And this issue continued to affect the financial statements of 2015 of the Corporation. During the limit of auditing scope, we could not give opinions about the value of assets and payable of this company, with the value of 50.98 billion dongs and 62.06 billion dongs as of 31 Dec 2014 and 31 Dec 2015 respectively.

As of 31 Dec 2015, the procedures of transferring Song Hong Industrial High School (“The School”), a dependent unit of the Corporation, had not been completed/In 2015, the School adjust retrospectively the depreciation entries from 2007 to 2013. At the same time, the School did not depreciate the fixed assets in 2014 and the first 9 month of 2015. If the Corporation had depreciated according to laws, both Profit after tax and the differences between total assets and liabilities presented in other short term receivable of the Corporation decreased by 13.06 billion dongs.

· Qualified  opinions:

In our opinions, except for the issues presented in Basis for qualified opinions, separated financial statements illustrated precisely and reasonably in accordance with the Accounting Standard and the laws.

· Emphasis matters:

The housing project No.I1, I2, I3 and office building Thanh Cong 2- Thai Ha were  constructed in accordance with  the economic contract No. 07/HDKT- 2008 dated 3 Apr 2008 between the Corporation and Song Hong Real estate Join Stock Company was finished and put in to use. However, until the time of issuing this report, the project had not finished the investment settlement and defined the allocation between investment parties.  In accordance with the temporary minutes signed by Thai Ha Project Steering Committee, the Corporation and Song Hong Real estate Company on 19 Jun 2015, the temporary profit was 103.92 billion dongs. The Corporation accounted temporarily the profit from selling the apartments, with the value of 103.92 billion dongs.

Song Hong Corporation signed the construction contract Vung Ang 1 Thermal Water with Vietnam Assembly Corporation in accordance with the Contract No. 280909/LILAMA_ SHC dated 28 Sep 2009. Due to changes in the design and prices, the Corporation and the contractor is cooperating to compare the volume of works implemented by the Corporation. 

As of 30 Sep 2005, the dependent unit of the Corporation, Song Hong Technical High School (the School) implemented the auditing works and transferred the documents to the Construction Ministry. However, as of 31 Dec 2015, Construction Ministry had not issue the official decision regarding receiving the transfer. The financial statements as of 30 Sep 2015 was concluded in financial statements of 2015 of the Corporation as follows: the operation results of the first 9 month of 2015 was accounted in the income statement of the Corporation; the differences between total assets and liabilities on 30 Sept 2-15 was reflected in Other short term receivable with the value of 65.22 billion dongs. 

· Other issues:

Consolidated financial statements of Song Hong Corporation for the fiscal year ending on 31 Dec 2014 audited by AASC Limited Company. The auditor give the qualified opinions regarding debts, receivables and the issue regarding revenue and cost of capital of renting the grounds of Building Project No. I1, I2. I3. These issues continue to affect the financial statements of the fiscal year ending in 31 Dec 2015 and the auditor has given the auditing opinions at this report.  

3. Reasons why the auditor partly disapproved separated/ consolidated financial statements:
a. Separated financial statements 

· Responsibilities of Auditors

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with Vietnamese Standards on Auditing. These standards require that we comply with ethical standards and regulations, plan and execute the audit to obtain reasonable assurance about the company's financial statements.

An audit involves performing procedures to obtain audit evidences about the records and disclosures of financial statements. The procedures selected are based on auditing, including the evaluation of the risks of material misstatement of financial statements whether is due to fraud or error. In order to evaluate these risks, the auditors consider the internal audit of the Corporation in respect of the fair presentation of financial statements with regards to the appropriate accounting procedures, however, it is not intended to provide an opinion on the effectiveness of the Company's internal control. An audit also includes assessing the appropriateness of accounting policies used and the reasonableness of accounting estimations made by Management Board, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

· The basis of qualified opinions
We could not collect enough certifications of receivables, and payables of the Corporation as of 31 Dec 2015 and 31 Dec 2016. We implemented alternative auditing procedures but we could not confirm the full existence of the receivables and payables as of 31 Dec 2015 with the value of 273.45 billion dongs and 119.57 billion dongs respectively; and the data for 31 Dec 2016 were 432.9 billion dongs and 110.9 billion dongs respectively. Therefore, we cannot evaluate its impact on the fiscal year ending on 31 Dec 20156 of the Corporation.

The Corporation allowed Ms. Le Thi Minh Nguyet and Song Hong Real estate Joint Stock Company to hire the office ground belonged to the Housing Project No. I1, I2 and I3 of Thanh Cong Building 2 that had been presented in unfinished construction assets with the value of 23.73 billion dongs. In which: The value hired by Ms. Le Thi Nguyet  was presented at advance payment from buyers account in the balance sheet with the value of 21.45 billion dongs;  the value for rent illustrated in the Unrealized long- term revenue account with the value of 54.97 billion dongs. Currently, the settlement procedures has not been finished, the revenue and cost of capital has not been realized. Therefore, with the outstanding documents, we cannot evaluate its impact on the financial statements ending on 31 Dec 2016 of the Corporation.
· Qualified opinions:

In our opinions, except for the issues presented in Basis for qualified opinions, separated financial statements illustrated precisely and reasonably in accordance with the Accounting Standard and the laws.

· Emphasis matters:

The housing project No.I1, I2, I3 and office building Thanh Cong 2- Thai Ha were  constructed in accordance with  the economic contract No. 07/HDKT- 2008 dated 3 Apr 2008 between the Corporation and Song Hong Real estate Join Stock Company was finished and put in to use. However, until the time of issuing this report, the project had not finished the investment settlement and defined the allocation between investment parties.  In accordance with the temporary minutes signed by Thai Ha Project Steering Committee, the Corporation and Song Hong Real estate Company on 19 Jun 2015, the temporary profit was 103.92 billion dongs. The Corporation accounted temporarily the profit from selling the apartments, with the value of 103.92 billion dongs.

Song Hong Corporation signed the construction contract Vung Ang 1 Thermal Water with Vietnam Assembly Corporation in accordance with the Contract No. 280909/LILAMA_ SHC dated 28 Sep 2009. Due to changes in the design and prices, the Corporation and the contractor is cooperating to compare the volume of works implemented by the Corporation. 

As of 30 Sep 2005, the dependent unit of the Corporation, Song Hong Technical High School (the School) implemented the auditing works and transferred the documents to the Construction Ministry. However, as of 31 Dec 2015, Construction Ministry had not issue the official decision regarding receiving the transfer. The financial statements as of 30 Sep 2015 was concluded in financial statements of 2015 of the Corporation as follows: the operation results of the first 9 month of 2015 was accounted in the income statement of the Corporation; the differences between total assets and liabilities on 30 Sept 2-15 was reflected in Other short term receivable with the value of 65.22 billion dongs. 

Other issues:

· Separated financial statements of Song Hong Corporation for the fiscal year ending on 31 Dec 2015 audited by AASC Limited Company. The auditor give the qualified opinions as  follows: The Company did not evaluate the full provisions for doubtful debts for on-going works and finished works, did not settle with the contractor, did not complete transferring the project named Song Hong- Nhon Trach Urban Area; did not record the increase in investment real estate, revenue, and cost of capital of projects I1, I3 and I3; did not provided proofs of general administration cost of steering committee of the contract package No. 3- Hanoi Drainage Project; and did not provide enough proofs of the income from  leasing assets of Song Hong Mechanic and Construction one limited Company.

b. Consolidated financial statements:

·  Responsibilities of Auditors

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with Vietnamese Standards on Auditing. These standards require that we comply with ethical standards and regulations, plan and execute the audit to obtain reasonable assurance about the company's financial statements.
An audit involves performing procedures to obtain audit evidences about the records and disclosures of financial statements. The procedures selected are based on auditing, including the evaluation of the risks of material misstatement of financial statements whether is due to fraud or error. In order to evaluate these risks, the auditors consider the internal audit of the Corporation in respect of the fair presentation of financial statements with regards to the appropriate accounting procedures, however, it is not intended to provide an opinion on the effectiveness of the Company's internal control. An audit also includes assessing the appropriateness of accounting policies used and the reasonableness of accounting estimations made by Management Board, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

· The basis of qualified opinions:

We could not collect enough certifications of receivables, and payables of the Corporation as of 31 Dec 2015 and 31 Dec 2016. We implemented alternative auditing procedures but we could not confirm the full existence of the receivables and payables as of 31 Dec 2015 with the value of 357.94 billion dongs and 325.95 billion dongs respectively; and the data for 31 Dec 2016 were 561.94 billion dongs and 392.12 billion dongs respectively. Therefore, we cannot evaluate its impact on the fiscal year ending on 31 Dec 2016 of the Corporation.
We could not collect enough certifications of money, inventory and fixed assets of some affiliated companies as of 31 Dec 2014 and 31 Dec 2015. This made us give the qualified opinions for separated financial statements ending on 31 Dec 2014 of the Corporation. Regarding the provided information, we could not evaluate the existence and completeness of these accounts on the consolidated financial statements with the following values calculated on 1 Jan 2015:  Money: 7.35 billion dongs, Inventory: 271.13 dongs, fixed asset: 16.64 billion dongs; and with the following values calculated on 31 Dec 2015: Money: 3.75 billion dongs, Inventory: 201.27 billion dongs; fixed assets: 14.58 billion dongs. Therefore, we cannot evaluate its impact on the fiscal year ending on 31 Dec 2015 of the Corporation.
In accordance with the provided documents, we could not evaluate the existence and completeness of the following account in consolidated financial statements with the value accounted on 01 Jan 2016 as follows: Money: 4.67 billion dongs, Inventory: 174.49 billion dongs, fixed assets: 11.33 billion dongs; Therefore, with the outstanding documents, we cannot evaluate its impact on the financial statements ending on 31 Dec 2016 of the Corporation.

On 31 Dec 2016, the Corporation represented in the unfinished expenses of some projects with the value of 9,805,971,923; and the value for inventory was 243,372,378 dongs without the actual commodities. If these data had been adjusted, the profit after tax account of the Corporation would have decreased by 10.049.344.301 dongs.

As of 31 Dec 2016, some receivable debts of affiliated companies with the total value of 39.27 billion dongs had signs that it was difficult to be recovered, but the Corporation did not evaluate the expected loss because they were related to ongoing projects or could be recovered from other assets. In which, the Corporation did not identify and record the provisions for these debts. Therefore, with the outstanding documents, we cannot evaluate its impact on the financial statements. The accumulated loss of 31 Dec 2016 was estimated to be 31.81 billion dongs. If the Company had adjusted this data, the accumulated loss would have increased by 31.81 billion dongs; and the Profit after tax would have decreased by 31.81 billion dongs.

Financial statements of Song Hong Danang JSC, an affiliated company of the Corporation had not been audited as of 31 Dec 2015, which led the auditor to give the qualified opinions. And this issue continued to affect the financial statements of 2016 of the Corporation. During the limit of auditing scope, we could not give opinions about the value of assets and payable of this company, with the value of 50.98 billion dongs and 62.06 billion dongs as of 31 Dec 2015 and 31 Dec 2016 respectively.

The Corporation allowed Ms. Le Thi Minh Nguyet and Song Hong Real estate Joint Stock Company to hire the office ground belonged to the Housing Project No. I1, I2 and I3 of Thanh Cong Building 2 that had been presented in unfinished construction assets with the value of 23.73 billion dongs. In which: The value hired by Ms. Le Thi Nguyet  was presented at advance payment from buyers account in the balance sheet with the value of 21.45 billion dongs;  the value for rent illustrated in the Unrealized long- term revenue account with the value of 54.97 billion dongs. Currently, the settlement procedures has not been finished, the revenue and cost of capital has not been realized. Therefore, with the outstanding documents, we cannot evaluate its impact on the financial statements ending on 31 Dec 2016 of the Corporation.

· Qualified  opinions:

In our opinions, except for the issues presented in Basis for qualified opinions, separated financial statements illustrated precisely and reasonably in accordance with the Accounting Standard and the laws.

· Emphasis matters:

The housing project No.I1, I2, I3 and office building Thanh Cong 2- Thai Ha were  constructed in accordance with  the economic contract No. 07/HDKT- 2008 dated 3 Apr 2008 between the Corporation and Song Hong Real estate Join Stock Company was finished and put in to use. However, until the time of issuing this report, the project had not finished the investment settlement and defined the allocation between investment parties.  In accordance with the temporary minutes signed by Thai Ha Project Steering Committee, the Corporation and Song Hong Real estate Company on 19 Jun 2015, the temporary profit was 103.92 billion dongs. The Corporation accounted temporarily the profit from selling the apartments, with the value of 103.92 billion dongs.

Song Hong Corporation signed the construction contract Vung Ang 1 Thermal Water with Vietnam Assembly Corporation in accordance with the Contract No. 280909/LILAMA_ SHC dated 28 Sep 2009. Due to changes in the design and prices, the Corporation and the contractor is cooperating to compare the volume of works implemented by the Corporation. As of 30 Sep 2005, the dependent unit of the Corporation, Song Hong Technical High School (the School) implemented the auditing works and transferred the documents to the Construction Ministry. However, as of 31 Dec 2016, Construction Ministry had not issue the official decision regarding receiving the transfer. The financial statements as of 30 Sep 2015 was concluded in financial statements of 2015 of the Corporation as follows: the operation results of the first 9 month of 2015 was accounted in the income statement of the Corporation; the differences between total assets and liabilities on 30 Sept 2015 was reflected in Other short term receivable with the value of 65.22 billion dongs. 

· Other issues:
Consolidated financial statements of Song Hong Corporation for the fiscal year ending on 31 Dec 2015 audited by AASC Limited Company. The auditor give the qualified opinions as  follows: The Company did not evaluate the full provisions for doubtful debts for on-going works and finished works, did not settle with the contractor, did not complete transferring the project named Song Hong- Nhon Trach Urban Area; did not record the increase in investment real estate, revenue, and cost of capital of projects I1, I3 and I3; did not provided proofs of general administration cost of steering committee of the contract package No. 3- Hanoi Drainage Project; and did not provide enough proofs of the income from  leasing assets of Song Hong Mechanic and Construction one limited Company

4. Explanation for differences in profit after tax of 2015 year on year:
a. Separated financial statements:

· Profit after tax of 2014: 430,772,612 dongs

· Profit after tax of 2015 (amended): -129,148,648,215 dongs

Reasons:

· Revenue from merchandise and services decreased significantly (from 869.17 billion dongs to 502.82 billion dongs).

· Provisions for doubtful debts: 73,241,943,905 dongs

· Provisions for financial investments: 37,367,458,109 dongs

b. Consolidated financial statements:

· Profit after tax of 2014: 90,158,374,489 dongs

· Profit after tax of 2015 (adjusted): -85,177,616,194 dongs

Reasons:
· Revenue from merchandise and services decreased significantly (from 1,606.71 billion dongs to 957.08 billion dongs).

5. Explanation for differences in Profit after tax of 2016 year on year:

a. Separated financial statements:

· Profit after tax of 2015: -129,148,648,215 dongs

· Profit after tax of 2016 (adjusted): -170,604,420,821 dongs

Reasons:

· The Company did not have to made provisions for financial investments

· Provisions for doubtful debts of 2016 was bigger than the figure for 2015. (115 billion dongs and 73billion dongs respectively)

b. Consolidated financial statements:

· Profit after tax of 2015: -85,177,616,194 dongs

· Profit after tax of 2016 (adjusted): -187,132,479,280 dongs

Reasons:

· Consolidated revenue of 2016 decreased from 957,078 billion dongs to 693,075 billion dongs

· Consolidated interest expenses of 2016 increased significantly from 29.896 billion dongs of 2015 to 54.945 billion dongs of 2016

· Gross profit decreased significantly: from 43.002 billion dongs of 2015 to a loss of 17.56 of 2016.

