VLB: Announcement of audit results of Regional State Audit Office No. XIII
On 08/ 01/ 2018, Bien Hoa Building Materials Production and Construction Joint Stock Company announced Notice No. 22/ CBTT- VLXD on announcing audit results of Regional State Audit Office No.X III as follows:
I. Audit results:

In General, the Company has preserved their owner’s equity and fulfilled their obligation to pay to State budget in 2017. In 2017, the Company also did not violate the regulations on management and use of capital, purchase of assets and basic construction investment. However, there are still some shortcomings in financial management as follows:
· Management of assets and capital source:

Bien Hoa Building Materials Production and Construction Joint Stock Company depreciated some fixed assets (cranes, revetments, dams, culverts, canals and ditches) not according to time frame for depreciation of fixed assets stipulated in Appendix No. 1 attached to Circular No. 45/ 2013/ TT- BTC dated 25/ 04/ 2013 of Ministry of Finance guiding the regime of management, usage and depreciation of fixed assets. This led to the reduction of wear and tear of 3 fixed assets with an amount of VND 475,877,061.
· Management of revenue, income and expense:

+ The Company depreciated some assets not according to the stipulated time frame. Therefore, amortization expenses of the period and previous years were reflected in an inappropriate way;
+ The Company applied a method of calculating severance tax not according to the mining and production process approved by the authorities, Circular No. 152/ 2015/ TT- BTC dated 02/ 10/ 2015 of Ministry of Finance guiding the severance tax, Decree No. 12/ 2015/ ND- CP dated 12/ 02/ 2015 detailing implementation of the law amending and supplementing some articles of tax laws and amending and supplementing some articles of tax decrees. Auditing Team re-determined severance tax. Therefore, the severance tax increased and cost of goods sold increased accordingly.
· Declaration of taxes and other payables to the State budget:
Bien Hoa Building Materials Production and Construction Joint Stock Company applied natural resource tax calculation price according to the average price of all products sold during the tax period minus production costs during the period and considered volume of raw stone to be the volume of natural resource tax calculation. These things were implemented in a way that is inconsistent with the instructions in Circular No. 152/ 2015/ TT- BTC dated 02/ 10/ 2015 of Ministry of Finance. Pursuant to the mining and production process of the Company approved by the authorities to determine deductible expenses and the following legal basis to re-determine the payable severance tax of 2017:
Pursuant to Circular No. 152/ 2015/ TT- BTC dated 02/ 10/ 2015 of Ministry of Finance guiding the severance tax. Article 5: Taxable extraction quantity

1. If the quantity or weight of natural resources extracted is determinable, taxable extraction quantity is the actual quantity or weight of natural resources extracted in the tax period. If the natural resource-derived products obtained are of different classes, quality, and commercial value, taxable extraction quantity is determined according to the extraction quantity of each resource having the same class, quality, and commercial value, or their quantities will be converted to the resource having the highest sales in order to determine the taxable extraction quantity of all natural resources in the period. Example 1: Enterprise A extract stones after blasting. The stones extracted are of various sizes. They will be sorted by class and quality to determine taxable extraction quantity of each type. In case enterprise A sells a part of the stones and grinds the remainders into smaller stones of different sizes, taxable extraction quantity is calculated by converting the quantities of stones of different sizes to the one having the highest sales. Enterprise A shall declare and pay tax on the quantity of stones extracted according to the selling price.
Article 6: Taxable prices of natural resources 
Taxable price of a natural resource is the selling price of a unit of natural resource-derived products imposed by the extracting entity exclusive of VAT. This price must not fall below the taxable price imposed by the People’s Committee of the province. Otherwise, the taxable price imposed by the People’s Committee of the province shall apply. If the cost of transport of natural resource-derived products and selling price are written on separate invoices, the taxable price is the selling price exclusive of transport cost.
1. With regard to natural resources of which unit prices of natural resource-derived products can be determined 

Taxable price is the selling price of a unit of natural resource-derived products of the same class and quality exclusive of VAT and extracted within the month; Selling price of a unit of natural resource equals (=) total revenue (exclusive of VAT) from the sale of the resource divided by (:) total quantity of the same resource sold in the month. 
3. With regard to resources that have to be processed before being sold (whether domestically or exported) 

a) When selling natural resource-derived products, taxable price is the unit price of natural resource-derived products (when sold domestically) according to the sale of natural resources on the sale invoices or customs value of exported natural resource-derived products (when exported) exclusive of export tax on the quantity of export natural resources according to export documents but not lower than the taxable price imposed by the People’s Committee of the province. Customs values of exported natural resource-derived products shall comply with regulations on customs values of exported goods of the Law on Customs, its instructional documents, and amendments (if any).

b) When selling industrial products, taxable price equals (=) selling price of the industrial products minus (-) processing cost but not lower than the taxable price imposed by the People’s Committee of the province. 

Processing cost depends on the processing technologies of the enterprise according to an approved project exclusive of the costs of extraction, screening, and enrichment.

Pursuant to Decree No. 12/ 2015/ ND- CP dated 12/ 02/ 2015 of the Government detailing the implementation of the Law on Amending and Supplementing some Articles of the Tax Laws and amending and supplementing some articles of the decrees on taxes. Article 4: Amend and supplement some articles of Decree No. 50/ 2010/ ND- CP dated 14/ 05/ 2010 detailing and guiding some articles of Law on Severance Tax as follows:
4. Amend and supplement Clause 4 of Article 4 as follows:

“4. The People’s Committee of the provinces shall specify the price for calculation of severance tax (hereinafter referred to as taxable price) as prescribed in Clause 2 and Point b Clause 3 of this Article. If natural resources must be processed before being sold (whether domestically or overseas), the taxable price shall depends on the custom value of processed products or the sale price of processed products exclusive of export tax (if any) and related costs from the processing stage to export stage, or from the processing stage to the selling stage on the domestic market.
The taxable price shall be the basis for determining the taxable production of corresponding resources. The taxable production of resources shall apply to the stage in which taxable price is determined.”
Pursuant to website of Ministry of Finance of Vietnam answering the enterprise about price of resource tax calculation price and taxable extraction quantity of stones exploited to be made building materials on 18/ 04/ 2017.
Pursuant to Article 4 of Circular No. 152/ 2015/ TT- BTC dated 12/ 10/ 2015 of Ministry of Finance on guiding the severance tax.
“Article 4: 

1. The basis for calculation of severance tax is the taxable extraction quantity of natural resources, unit price, and tax rate.

2. Severance tax payable in the period 

Severance tax payable in the period 

In case an authority imposes a certain amount of severance tax on a unit of natural resources extracted, severance tax is calculated as follows: 

Severance tax payable in the period = Taxable extraction quantity x Severance tax on a unit of natural resources extracted
· With regard to taxable extraction quantity: Pursuant to Clause 1 of Article 5 of Circular No. 152/ 2015/ TT- BTC on guiding the severance tax as follows:
“Article 5: Taxable extraction quantity

1. If the quantity or weight of natural resources extracted is determinable, taxable extraction quantity is the actual quantity or weight of natural resources extracted in the tax period. 

If the natural resource-derived products obtained are of different classes, quality, and commercial value, taxable extraction quantity is determined according to the extraction quantity of each resource having the same class, quality, and commercial value, or their quantities will be converted to the resource having the highest sales in order to determine the taxable extraction quantity of all natural resources in the period. 

Example 1: Enterprise A extract stones after blasting. The stones extracted are of various sizes. They will be sorted by class and quality to determine taxable extraction quantity of each type. In case enterprise A sells part of the stones and grinds the remainders into smaller stones of different sizes, taxable extraction quantity is calculated by converting the quantities of stones of different sizes to the one having the highest sales. Enterprise A shall declare and pay tax on the quantity of stones extracted according to the selling price.”
· With regard to taxable prices of natural resources: Pursuant to Clause 1 of Article 6 of Circular No. 152/ 2015/ TT- BTC on guiding the severance tax as follows:
Taxable price of a natural resource is the selling price of a unit of natural resource-derived products imposed by the extracting entity exclusive of VAT. This price must not fall below the taxable price imposed by the People’s Committee of the province. Otherwise, the taxable price imposed by the People’s Committee of the province shall apply.

 If the cost of transport of natural resource-derived products and selling price are written on separate invoices, the taxable price is the selling price exclusive of transport cost.

1. With regard to natural resources of which unit prices of natural resource-derived products can be determined 

Taxable price is the selling price of a unit of natural resource-derived products of the same class and quality exclusive of VAT and extracted within the month; Selling price of a unit of natural resource equals (=) total revenue (exclusive of VAT) from the sale of the resource divided by (:) total quantity of the same resource sold in the month.

If no revenue is earned though the natural resource still extracted in the month, taxable price is the weighted mean of taxable unit price of the latest month in which revenue is earned. If the weighted mean of taxable unit price of the latest month in which revenue is earned is lower than the taxable price imposed by the People’s Committee of the province, the taxable price imposed by the People’s Committee of the province shall apply. 
In case organizations being legal entities extract natural resources for a corporation/conglomerate under contracts, or sell natural resources at prices decided by such corporation/conglomerate, the taxable prices shall be decided by the corporation/conglomerate but not lower than the prices imposed by the People’s Committee of the province where natural resources are extracted.”
Pursuant to above guidance => Bien Hoa Building Materials Production and Construction Joint Stock Company extracts stones after blasting. The Company sells part of the stones and grinds the remainders into smaller stones of different sizes. Taxable extraction quantity is calculated by converting the quantities of stones of different sizes to the one having the highest sales. Note: Taxable extraction quantity is the quantity, weight or volume of the resource exploited actually in taxable period and not related to the estimated exploitation volume on blasting passport considered as base for tax calculation as readers have presented; Taxable price of a unit of natural resource-derived is selling price of the stone having the highest sales but not lower than the resource tax calculation price imposed by the People's Committee of the province. In case selling price is lower than the resource tax calculation price imposed by the People's Committee of the province, taxable price of a unit of natural resource-derived is calculated according to the resource tax calculation price imposed by the People's Committee of the province.

Selling price of a unit of natural resource equals (=) total revenue (exclusive of VAT) from the sale of the resource divided by (:) total quantity of the same resource sold in the month.”

Total severance tax (stone, gravel, soil exploited for leveling and construction…) that Bien Hoa Building Materials Production and Construction Joint Stock Company must pay in 2017 after re-determination: VND 63,418,854,958
The severance tax calculated by the Company and settled by Dong Nai Tax Department is VND 58,783,248,881.

 Bien Hoa Building Materials Production and Construction Joint Stock Company must pay additional VND 4,635,606,077 for missing part of the payable severance tax.
II. Recommendations:

1. For Bien Hoa Building Materials Production and Construction Joint Stock Company:
1.1. Adjustment of declaration and profit after tax of 2017 according to the audit results

1.2. Financial handling
· Pay the missing part of taxes and other payables found by State Audit to the State budget: the missing part of severance tax (stone, gravel, soil exploited for leveling and construction…) is VND 4,635,606,077
· Request Bien Hoa Building Materials Production and Construction Joint Stock Company to declare adjustment to reduce payable corporate income tax by VND 831,945,803. Reason: The adjustment of audit results made payable income of 2017 decrease. Therefore, payable corporate income tax of 2017 of the Company decreased.
1.3. Reorganize management of budget, money and State assets.
Request Bien Hoa Building Materials Production and Construction Joint Stock Company to learn from experience in declaring severance tax (stone, gravel, soil exploited for leveling and construction…)
2. For Dong Nai Tax Department:

· Urge Bien Hoa Building Materials Production and Construction Joint Stock Company to pay the missing part of payable severance tax.
· Check declaration and settlement of severance tax of 2017 of enterprises operating in the field of exploitation of stone to be made building materials in Dong Nai Province according to regulations of State law.
3. For People’s Committee of Dong Nai Province

· Request the People’s Committee of Dong Nai Province to direct Dong Nai Tax Department to review declaration and settlement of severance tax of enterprises operating in the field of exploitation of stone to be made building materials in Dong Nai Province according to regulations of State law.
· Request Chief Executive Officer of Bien Hoa Building Materials Production and Construction Joint Stock Company to direct related units to implement seriously and promptly State Audit’s recommendations and report results of the implementation to Dofico Corporation in order to summarize results and report them to Regional State Audit Office No. XIII (Address: No. 209 Le Hong Phong, Ward 8, Vung Tau City, Ba Ria – Vung Tau Province) before 31/ 03/ 2019. The report on results of implementation of audit recommendations must clearly state recommendations have been completed (attach proof such as related vouchers and documents), recommendations being implemented and recommendation haven’t been implemented (explain the reason). 
· When implementing State Audit’s recommendations on paying to State budget, the Company please write the following content on voucher: “Pay an amount of VND 4,635,606,077 to State budget according to State Audit’s recommendation in Audit Report 2017 of Dofico Corporation attached to Documentary No. 847/ KTN- TH dated 28/ 12/ 2018. In which, cases of implementing recommendation about paying to State budget must concurrently state that the payment is implemented according to Documentary No. 451/ KV VIII- TH dated 28/ 12/ 2018 of the Regional State Audit Office No. XIII sent to the State Treasury in Dong Nai Province and Documentary No. 452/ KV VIII- TH dated 28/ 12/ 2018 of the Regional State Audit Office No. XIII sent to Vietnam State Treasury.
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