RCC: Explanation for the Financial Statement of 2017
On 23 Apr 2018, RAILWAY CONSTRUCTION CORPORATION JOINT STOCK COMPANY explained the Financial Statement of 2017 as follows:

1. Profit after tax decreased by over 10% year on year:

1.1. The Holding Company:

	No
	Target
	2017
	2016
	Rate

	
	
	
	
	Increase
	Decrease

	1
	Revenue from sales and services
	211,697,743,676
	379.399.835.498
	
	44%

	2
	Net revenue from sales and services
	211,697,743,676
	379.399.835.498
	
	44%

	3
	Cost of goods sold
	177,166,419,431
	326.776.552.909
	
	46%

	4
	Gross profit from sales and services
	34,531,324,245
	52.623.282.589
	
	34%

	5
	Financial revenue
	9,085,021,326
	14.400.602.975
	
	37%

	6
	Financial expense
	29,186,226,098
	19.725.050.085
	48%
	

	7
	Corporate management expense 
	36,052673,575
	42.726.620.677
	
	16%

	8
	Net profit
	(21,622,554,102)
	4.572.214.802
	
	573%

	9
	Other incomes
	286,170,550
	5.931.501.723
	
	95%

	10
	Other expenses
	93,406,137
	2.524.542.012
	
	96%

	11
	Other profits 
	192,764,413
	3.406.959.711
	
	94%

	12
	Total profits before tax
	(21,429,789,689)
	7,979,174,513
	
	369%

	13
	Profit after tax
	(21,429,789,689)
	7,979,174,513
	
	369%


Reason: 

· Financial revenue of 2017 decreased by 37% because subsidiaries did not reach the given target of profit as the Annual General Mandate. Therefore, dividends collected from subsidiaries decreased 
· Financial expense of 2017 increased by 48% year on year because the Company No. 798 and 875 got losses, therefore, the Holding Company had to extract for provisions of losses on long-term investments with the extractions valued VND 10,801,175,458

· As the Financial Statement made at 31 Dec 2017, capitals of the Company were 48.04%. Therefore, according to Clause 04 of Article 02 of the Decision Circular No. 63/2014/NĐ-CP issued on 26 Apr 2014 by the Government, the Company was not allowed to attend biddings (having capitals which are under 30% must be allowed to attend biddings) 

· With the above reasons, the Company could not find works, could not attend biddings on railway projects, revenue decreased and the Company got losses

1.2. Consolidated Financial Statement 

	No
	Target
	2017
	2016
	Rate

	
	
	
	
	Increase
	Decrease

	1
	Revenue from sales and services
	563,237,830,919
	665,573,716,996
	
	15.38%

	2
	Deductions on revenue
	-
	31,851,901
	
	100.00%

	3
	Net revenue from sales and services
	563,237,830,919
	665,541,865,095
	
	15.37%

	4
	Cost of goods sold
	480.126.575.614
	532,861,577,290
	
	9.90%

	5
	Gross profit from sales and services
	83.111.255.305
	132,680,287,805
	
	37.36%

	6
	Financial revenue
	3.864.879.390
	1,380,905,605
	179.88%
	

	7
	Financial expense
	24.807.321.064
	24,755,943,875
	0.21%
	

	8
	In which: Interest from borrowings
	24.717.926.627
	I24,019,811,445
	2.91%
	

	9
	Sales expense
	2,484,846,627
	2,351,886,724
	5.65%
	

	10
	Corporate management expense 
	72,615,649,036
	95,225,755,828
	
	23.74%

	11
	Net profit
	(12,931,682,032)
	11,727,606,983
	
	210.27%

	12
	Other incomes
	1,952,891,336
	35,693,451,337
	
	94.53%

	13
	Other expenses
	3,351,934,116
	6,249,664,644
	
	46.37%

	14
	Other profits 
	(1,399,042,780)
	29,440,786,693
	
	104.75%

	15
	Total profits before tax
	(14,330,724,812)
	41,168,393,676
	
	134.81%

	16
	Current corporate income tax
	2,718,879,289
	3.262.453.189
	
	16.66%

	17
	Deferred tax 
	1,487,808,923
	8.835.685.105
	
	83.16%

	18
	Profit after tax
	(18,537,413,024)
	29.070.255.383
	
	163.77%

	19
	Profit after tax of the Holding Company
	(14,113,845,531)
	26.420.54.939
	
	153.42%

	20
	Profit after tax of uncontrolled shareholders 
	(4,423,567,493)
	2.649.740.443
	
	266.94%

	21
	Basic profit per share 
	(913)
	1.420
	
	


Reason: 

· As the Decree No. 63/2014, in 2016, the Company was not allowed to attend any bidding with Vietnamese Railway Corporation as the investor so number of structures transferred to 2017 was not high, therefore, revenue decreased by 15.38% and the Company got losses

·  Otherwise, projects of subsidiaries in 2017 were mainly sub-contractors, therefore, there was not gross profit from sales & services and it affected the net profit 

2. Explanation for differences before and after auditing Financial Statement of 2017

2.1. Holding Company

	No
	Target
	Before auditing
	After auditing
	Difference

	1
	2
	3
	4
	5=3-4

	1
	Revenue from sales and services
	211,697,743,676
	211,697,743,676
	0

	2
	Net revenue from sales and services
	211,697,743,676
	211,697,743,676
	0

	3
	Cost of goods sold
	177,166,419,431
	177,166,419,431
	0

	4
	Gross profit from sales and services
	34,531,324,245
	34,531,324,245
	0

	5
	Financial revenue
	9,085,021,326
	9,085,021,326
	0

	6
	Financial expense
	18,385,050,640
	29,186,226,098
	(10,801,175,458)

	7
	Corporate management expense 
	28,025,427,268
	36,052,673,575
	(8,027,246,307)

	8
	Net profit
	
	(21,622,554,102)
	21,622,554,102

	9
	Other incomes
	286,170,550
	286,170,550
	0

	10
	Other expenses
	93,406,137
	93,406,137
	0

	11
	Other profits 
	192,764,413
	192,764,413
	0

	12
	Total profits before tax
	(2,601,367,924)
	(21,429,789,689)
	18.828.421.765

	13
	Profit after tax
	(2,601,367,924)
	(21,429,789,689)
	18.828.421.765


(*) Financial expense: The Company No. 798 and 875 got loss, therefore, the Holding Company had to extract for provisions of losses on long-term investments with the extractions valued VND 10,801,175,458 

(*) Corporate management expense:

- At the auditing moment, there was the reevaluation on recovering ability of receivables from customers and other receivables that have not been recovered so the Company had to extract for provisions of doubtful debts, corporate management expense increased by VND 8,424,489,972

- As the Resolution No. 633/QĐ-CTĐS-HĐQT issued on 29 Dec 2017, the Company will not extract for remunerations for Board of Directors and Board of Supervisors in 2017, therefore, corporate management expense decreased

With these above reasons, loss of 2017 increased by VND 18,828,421,765 compared with the unaudited Financial Statement
2.2. Consolidated Financial Statement 

	No
	Target
	Before auditing
	After auditing
	Difference

	1
	2
	3
	4
	5=3-4

	1
	Revenue from sales and services
	563,269,858,904
	563,237,830,919
	32,027,985

	2
	Net revenue from sales and services
	563,269,858,904
	563,237,830,919
	0

	3
	Cost of goods sold
	466,962,767,600
	480,126,575,614
	(13,163,808,014)

	4
	Gross profit from sales and services
	96,275,063,319
	83,111,255,305
	13,163,808,014

	5
	Financial revenue
	3,864,879,390
	3,864,879,390
	0

	6
	Financial expense
	24,780,736,636
	24,807,321,064
	(26,584,428)

	7
	In which: Interest from borrowings
	24,691,344,961
	24,717,926,301
	26,581,340

	8
	Sales expense
	2,484,846,627
	2,484,846,627
	0

	9
	Corporate management expense 
	65,609,560,993
	72,615,649,036
	(7,006,088,043)

	10
	Net profit
	7,264,798,453
	(12,931,682,032)
	20,196,480,485

	11
	Other incomes
	1,253,272,513
	1,952,891,336
	(699,618,823)

	12
	Other expenses
	3,342,284,834
	3,351,934,116
	(9,649,282)

	13
	Other profits 
	(2,089,012,321)
	(1,399,042,780)
	(689,618,541)

	14
	Total profits before tax
	5,175,786,132
	(14,330,724,812)
	19,506,510,944

	15
	Total profits before tax
	3,199,139,810
	2,718,879,289
	480,260,521

	16
	Current corporate income tax
	1,487,808,923
	1,487,808,923
	0

	17
	Profit after tax
	488,837,399
	(18,537,413,024)
	19,026,250,423

	19
	Profit after tax of the Holding Company
	638,128,448
	(14,113,845,531)
	14,751,973,979

	20
	Profit after tax of uncontrolled shareholders 
	(149,291,049)
	(4,423,567,493)
	4,274,276,444

	21
	Basic profit per share 
	41
	(913)
	954


· Cost of goods sold: Cost of goods sold increased by VND 13,163,808,014, because the production of the year decreased compared with the production evaluated before making the unaudited Financial Statement mainly from the Company No. 798 and 875 so cost of goods sold increased 

· Corporate management expense: Extracted additionally for provisions of doubtful debts by the Holding Company with the extractions valued VND 8,424,489,972 and some decreases in remunerations for Board of Directors and Board of Supervisors  
