PXC: Information disclosure on clarifying the basis of Auditor’s refusal to give an opinion about financial statement 2017
On 28/ 09/ 2018, PetroVietnam Urban Development Joint Stock Company disclosed information on clarifying the basis of Auditor’s refusal to give an opinion about financial statement 2017 as follows:
On 08/ 08/ 2018, PetroVietnam Urban Development Joint Stock Company received the Documentary No. 108/ VN1A- HN- CV dated 26/ 07/ 2018 of Deloitte Vietnam Company Limited on clarifying “the basis of Auditor’s refusal to give an opinion about financial statement 2017” according to the requirement of PetroVietnam Urban Development Joint Stock Company on the Documentary No. 134/ DTDK- DCKT dated 25/ 07/ 2018 as follows:
I. The financial information on the financial statement 2017 and actual situation of PVC-Mekong
I.1. Continuous operation: 
- As at 31 Mar 2017, short – term loans exceeded short – term assets of about VND 99 billion (as at 31/ 12/ 2016: about VND 33.9 billion); accumulated losses were VND 384.9 billion as at 31/ 12/ 2017 and VND 312.2 billion as at 31/ 12/ 2016 exceeded owner’s equity of the Company. The Company had a serious lack of working capital to pay due debts. 
- Shareholders of the Company haven’t made a commitment to give financial support for the Company. According to minutes of the Meetings and plans of holding Company, PetroVietnam Urban Development Joint Stock Company has considered the plan to dissolve the Company. However, the Corporation hasn’t given final decision on this issue.
- The Company hasn’t made the cash flow plan for the future, at least for the nearest year. At the time of the issue of financial statement 2017, the Company only made the plan to extend debts with partners.
- The Company failed in the suit against Ocean Commercial One Member Limited Liability Bank – Ca Mau branch (OceanBank Ca Mau). Accordingly, the Company was forced to implement the verdict relating to Bac Lieu Tower (section I. 2)
According to the Vietnam Accounting Standard No. 21 – Presentation of financial statements, Board of Managers of the Company must review all information that is basis for assuming that the Company is operating normally and will continue to operate normally in the near future during the progress of making financial statement. If there are uncertainty things relating to the issues or the conditions that can cause the great suspicion about the Company’s ability to operate continuously, financial statement won’t be made according to the basis of continuous operation. 
Financial statement 2017 of the Company was made by Board of Managers of the Company on the basis of continuous operation. The mentioned issues are considered as critical and diffuse effects on financial statement of the Company. Auditor couldn’t collect enough appropriate audit evidence to determine whether the Company can continue to operate in the next year or not and the correctness of making the financial statement on the basis of continuous operation.
I.2. The provision for reducing price of Bac Lieu Tower 
On 01/ 09/ 2017, People's Court of Can Tho City issued the decision on enforcing PetroVietnam Urban Development Joint Stock Company to repay principle, interest and overdue interest to Ocean Commercial One Member Limited Liability Bank – Ca Mau branch (Ocean Ca Mau). In case the Company can’t repay the mentioned debts, Oceanbank Ca Mau has right to require competent state agencies to sell collateral of the Company to recover debts. On 18/ 01/ 2018, Department of Civil Judgment Enforcement of Bac Lieu City decides to enforce the implementation of judgment by distraining, handling the collateral (Bac Lieu Tower), machinery, equipment and other auxiliary projects on the land according to the right to use the land rented from the State at Group 1, Ward 3, Bac Lieu City, Bac Lieu province. Therefore, the Company couldn’t evaluate realizable net revenue of Bac Lieu Tower and didn’t adjust the provision for reducing price of inventories must be made.
At the time of issue of the audited financial statement (23/ 03/ 2018, Ocean Commercial One Member Limited Liability Bank – Ca Mau branch (Ocean Ca Mau) was still performing court decision and there was no final result on evaluating Bac Lieu Tower or the partners wants to purchase Bac Lieu Tower.
Auditor couldn’t collect enough appropriate audit evidence about realizable net revenue of Bac Lieu Tower and the provision for reducing price of inventories must be made correspondingly. According to the Auditor's judgment, this scope limitation affected seriously financial statement of the Company.
I.3. The provision for the investment at 3C Petroleum Construction Investment Joint Stock Company
As at 31/ 12/ 2017, the book value and provision of the investment at 3C Petroleum Construction Investment Joint Stock Company of the Company recorded in the balance sheet were VND 5.4 billion and VND 5.4 billion respectively.
PVC-Mekong didn’t get the financial statement or information about operation of 3C Petroleum Construction Investment Joint Stock Company. Auditor also couldn’t collect and receive information and documents about operation of 3C Petroleum Construction Investment Joint Stock Company.
Auditor’s couldn’t collect enough appropriate audit evidence about the provision for reducing price of the investment at enough appropriate audit evidence about. According to Auditor's judgment, this scope limitation affected seriously financial statement of the Company.
II. Basis of Auditor’s refusal to give an opinion about financial statement 2017 of PVC-Mekong
Based on the Vietnam Auditing Standard No. 705 - Audit opinion that is not opinion accepted wholly and the combined effects of the issues mentioned in Section No. 1 are considered as critical and diffuse effects on financial statement of the Company, Auditor refused to give opinion about financial statement 2017 of PVC-Mekong.
