HNR: Explanation for the qualified opinion of Auditor on semi-annual financial statement 2018
On 22 Aug 2018, Hanoi Liquor Joint Stock Company explained the Auditor’s qualified opinion on the semi-annual financial statement 2018 of the Company as follows:

1. The semi-annual financial statement 2018

· On the semi-annual financial statement 2018 of Hanoi Liquor Joint Stock Company (HALICO) was audited by PricewaterhouseCoopers (Vietnam) Company Limited, Auditor gave 2 qualified opinions. HALIVO explained as follows:
+ The expense was used to handle slow moving inventories from 2015 to 2017 was VND 4,716,649,139: According to the resolution No.1726/ NQ- HDQT issued on 21/ 11/ 2014 on approving the estimate expense for the plan to handle slow moving materials, finished products and semi-finished products, it was VND 13,483,423,364.
On 09 Feb 2015, the expense for the plan to handle slow moving materials, finished products and semi-finished products on the submission No. 141/ TTR- Halico- KTTC was approved for the first time by the Board resolution No. 193/ NQ- HDQT issued on 12/ 02/ 2015 (the amount of VND 10,791,431,139).
From 2015 to end of 2017, Halico continued to implement the plan to handle the remaining slow moving materials, finished products and semi-finished products, the accumulated arising related costs was recorded on accounting book was VND 4,716,649,139. Halico submitted the submission No. 1002/ TTr- HALICO- KTTC dated 27/ 12/ 2017 to Board of Directors of the Company to settle the mentioned expense. However, from 2014 to 2017, Halico repeatedly replaced members of Board of Directors of the Company. Therefore, the Company had to re-review carefully before issuing a decision. Based on the Board resolution No. 1726/ NQ- HDQT issued on 21/ 11/ 2014, the Company still followed this expense through the target “other receivables” and hadn’t handled as PWC’s Auditor.
+ The machinery and equipment related to the dry alcohol production line with the value of VND 1,386,092,537: The project to invest in a dry alcohol production line was approved by Board of Directors of Hanoi Liquor Joint Stock Company through the 7th resolution issued on 27/ 01/ 2008. HALICO made an investment plan with total investment of VND 2.15 billion and sign a contract to transfer technology and a contract to supply and install equipment with HAIMAI China Company.
The dry alcohol equipment system was operated in Lo Duc and it produced commercial products. However, this system hadn’t been accepted. According to the Circular No. 200/ 2014/ TT- BTC on guidance for enterprise accounting regime, all expense for the investment in the system was being putting into the target “construction in progress” with an amount of VND 1,386,092,537.
Because of the actual situation, the Company had to move the manufacturing location from No. 94 Lo Duc, Hanoi to Yen Phong Industrial Zone, Yen Phong District, Bac Ninh province in accordance with the Decision No. 64/ 2003 of Prime Minister. The factory at No. 94 Lo Duc stopped production and didn’t have technical alcohol for the production of dry alcohol. HALICO moved the whole of dry alcohol production system to the factory at Yen Phong – Bac Ninh.
Based on the evaluation of some experts and actual consumption situation, HALICO evaluated that dry alcohol is difficult to consume in the market because of low demand.
Besides, the expected expense for the installation of the equipment system for the production of dry alcohol at Yen Phong was VND 350 million (including steam connection expense, electricity expense, water expense and construction expense). Therefore, the installation of dry alcohol production line would not be effective.
On that basis, HALICO submitted the submission on the plan to handle the dry alcohol system to Board of Directors of the Company as follows:

· Stop the investment in the dry alcohol system
· Use financial reserve fund of the Company to offset the related investment/ disbursement for this system
· Liquidate the dry alcohol system to recover capital

However, Board of Directors of the Company had not officially decided to stop or continue to complete the dry alcohol production line and put it into use. According to the guidance of accounting regime, the expense for the dry alcohol production line had to be accounted into the target “construction in progress” (not in the target “production and business expense” to determine profit or loss as the opinion of PWC’s Auditor).
