SPV: Explanation for the auditor’s qualified opinion and emphasis of matter in the financial statement 2016

On 07/04/2017, Special Aquatic Products Joint Stock Company explained the auditor’s qualified opinion and emphasis of matter in the financial statement 2016 as follows:

* Explanation for the qualified opinion

According to the investment agreement 363/2010/TT-SEAS-HB dated 29/11/2010 between the Company and Hong Bang International University, Hong Bang International University transferred VND 50 billion to the Company for the project implementation. The Company recognized this amount of money into other income from 2007 to 2010 (the auditor also gave qualified opinion on this income on the financial statements of this period).  However, in 2015, People’s Committee of HCM City signed decision 5716/QD-UBND dated 06/11/2015 on land acquisition at 213 Hoa Binh Street, so the project couldn’t be implemented and the Company must return VND 50 billion to Hong Bang International University. Therefore, the Company had to retroactively adjust figures in the financial statement of the previous years. However, the Company did not determine costs which were recorded corresponding to the above income, so the Company recognized this income into other cost of the financial year 2016. 

On the other hand, there was the profit of VND 15,995,944,573 from transferring assets on land to Hong Bang International University. However, the Company offset this amount of money with the payable of VND 50 billion, so in the financial statement, other cost was only VND 34,004,055,427.
The auditor gave opinion on this entry.

* Emphasis of matter: 

According to Document 9588/STC-BVG dated 15/12/2015 of Department of Finance of HCM City, Department of Finance requested Department of Taxation of HCM City to re-determine the difference between the land rent and the rental price of the Company for the area of 16,397 m2  at 213 Hoa Binh Street, Hoa Thanh Ward, Tan Phu District for land acquisition (if any). However, as of now, the Company had not received any official document from Department of Taxation of HCM City regarding the calculation method or tax payable.
