VGT: Explanation for some issues in consolidated financial statement 2017 audited

On 09 Apr 2018, Vietnam National Textitle and Garment Group explained some issues in consolidated financial statement 2017 audited as follows:

1. Auditor’s opinion qualified in Audit report on consolidated financial statement 2017:

Coats Phong Phu Company Limited (Coats Phong Phu) was an associated company of Phong Phu Corporation (the subsidiary of Vietnam National Textitle and Garment Group) and Phong Phu Corporation held 35% of charter capital of Coats Phong Phu. Therefore, when consolidating financial statement, the Corporation recognized the investment that was invested in Coats Phong Phu according to equity method with book value of VND 353 billion in consolidated balance sheet as at 31 Dec 2017 (1 Jan 017: VND 312 billion). The ownership of Vietnam National Textitle and Garment Group in profit after tax of the fiscal year ended on 31 Dec 2017 of Coats Phong Phu was VND 42 billion (2016: VND 160 billion) that was being recognized in the report on consolidated operating result of Vietnam National Textitle and Garment Group of the fiscal year ended on the same day.
Due to the significant influence of Coats Phong Phu to consolidated financial statements of the Group, Vietnam National Textitle and Garment Group issued Documentary No. 40/ TDDMVN- TCKT dated 16 Jan 2018 and sent it to Phong Phu Corporation and Coats Phong Phu to request Coats Phong Phu to allow KPMG to review the documents that are related to auditing financial statement 2017 of Coats Phong Phu before 27 Mar 2018

However, until 05 Apr 2018 – time of issuance of Audit report of consolidated financial statement 2017 of the Group, KPMG hadn’t exposed to books and accounting documents of Coats Phong Phu and hadn’t exchanged information with the audit unit of this associated company. Therefore, KPMG couldn’t implement the necessary audit procedures for the investment that was invested in Coats Phong Phu. Therefore, KPMG gave the qualified opinion about the possible impact of Coats Phong Phu on consolidated financial statement 2017 of the Group
2. The difference in operating result of 2017 between consolidated financial statement of QIV.2017 was disclosed and consolidated financial statement 2017 audited 
· Profit after tax in consolidated financial statement of QIV.2017: VND 633,921,129,076
· Profit after tax in consolidated financial statement 2017 audited: VND 685,173,539,636

Difference: VND 51,252,410,560 (8.08%)

Main reason:

Vietnam National Textitle and Garment Group had 52 subsidiaries, 32 associated companies and many other investments. Consolidated financial statement of QIV.2017 of the Group was made on the basis of consolidated financial statement of QIV.2017 of the subsidiaries, associated companies. When auditing consolidated financial statement of the Group, audit unit adjusted the data according to audited financial statement of the subsidiaries, associated companies. Therefore, the difference in operating result between audited financial statement and unaudited financial statement of a large number of subsidiaries, associated companies affected operating result after audit of the Group
