SVL: Notice of audit results of the State Audit
On 25 Dec 2019, Sovilaco International Manpower Joint Stock Company announced the audit results of the State Audit as follows:
I. The audit conclusions

The audit results of the data, comments and assessments are presented in the Audit Team's Auditing Minutes signed with the Company on September 27, 2019 and verification of the settlement data according to  Appendix No. 05/ HSKT - KTNN attached

The following are some key conclusions:
In 2018, the Company organized a management apparatus and issued internal regulations to run business activities to ensure profit (profit before tax: 1,151 million dongs, profit after tax: 785 million dongs).  However, the audit results show some issues as follows: 
1. Abide by laws, policies, financial, accounting and management regimes, use of public finance and public assets 
1.  Financial, accounting management

1.1.1 Asset management
- Short-term receivables of customers: 1,856.9 million dongs (in which: Company office: 415 million dongs; International Manpower School: 1,442 million dongs). The office confirmed the receivables from customers (12/12 customers responded). However, the International Manpower School did not confirm the receivables from customers (8 subject codes), mainly receivables from customers for training and house rental, including bad receivables of 1,239 million dongs from the Italian Initiative Center 
- Other short-term receivables: 12,941 million dongs, in which: Company Office: 11,253 million dongs and International Manpower School: 1,688 million dongs. The audit shows the debt management of the Company is not strict: still bad debts from A.F.A Company, Italian Initiative Center, International Manpower School and appropriating funds by Bac Ha non-ferrous Metal Joint Stock Company (Bac Ha Company) for a long time, no measures to collect debts and damage caused by capital appropriation, specifically as follows:
+ At the company's office, other short-term receivables include: advance: 1,785 million dongs (confirmed debts with 18/ 20 subject codes and other receivables: 9,467 million dongs, which are mainly doubtful receivables: Receivables from A.F.A Company: 3,424 million dongs; arising from 02 Import consignment contracts since 2006. In 2009, the unit sued against A.F.A Company for this debt. People's Court of Tan Binh district declared A.F.A Company is responsible for making payment to the unit but on March 7, 2011, Department of Bailiffs of Tan Binh District issued a decision to return the application for judgment execution based on the results of verification of execution conditions (no judgment enforcement property of A.F.A Company). On December 31, 2016 and December 31, 2018, A.F.A Company had a document on debt confirmation with the unit. The unit made 100% of the provision for bad debts before capitalization. However, before equitization, the provisions were written back to the enterprise value to increase the state capital. According to Point 1, Article 6 of Circular No. 28/ 2009 / TT - BTC dated July 7, 2009, the unit was eligible for provisioning, but the reversal of the provision affected the value of enterprise upon equitization and the interests of minority shareholders

+ Income from Bac Ha Company: 4,984 million dongs (in which: VAT paid on behalf: VND 4,540 million, office tax: VND 444 million), the debt from the implementation of office rent contract No. 14 / HDTMB / SVLC - BH dated July 10, 2009 with Bac Ha Company, the unit issued VAT invoice on July 29, 2011: VND 49,945 million (including VAT), but at the time of auditing, customers did not make payment for 4,984 million dongs.

+ International Manpower School: VND 1,688 million including the advance of 363 million dongs (the debt confirmed with 7/12 subject codes), short-term deposits: 0.7 million dongs, other short-term receivables from employees of International Manpower School: 1,324 million dongs (the salary advance for 40 persons in period of 2007- 2009; most of lecturers retired, unable to collect). The unit is not eligible to make provision for doubtful receivables for the above advance (based on point 1 in Article 6 of Circular No. 128/2009 /TT - BTC dated December 7, 2009)

1.1.2 Capital management

For the payables: The company monitored each object but not collated the payables in accordance with rules

1.1.3 Management of revenue, income, expenses and business results

a. Revenue and income management: Total revenue from selling goods and services in 2018 was VND 26,570 million, in which the Company's Office: VND 21,176 million; International Manpower School. The audit shows the Company tracked and recorded the revenue in accordance with regulations, but the International Manpower School is renting 03 rooms on the 2nd floor of the School (from Jan to Mar in 2018) and using 05 rooms on the 1st floor with total amount of VND 153 million; the unit considers it as
a type of training link and not subject to VAT. After auditing, the State Audit decided the payable additional VAT of VND 13,909,090

b. The total cost of the year is 26,283 million dongs; most of which is cost of goods sold; Sales expense:  748 million dongs; Administrative expense: 8,539 million dongs; other costs: 303 million dongs. The audit shows that for cost of goods sold management, the unit did not allocate the costs for each type of operation resulting in not evaluating the effectiveness of each type of activity

1.1.4 Performance of obligations to the state budget
The tax and payables to the state in the report: VND 594,657,186, including: payable corporate income tax: VND 356,532,780; payable VAT: VND 68,106,150, the State Audit determined to increase VND 22,487,130; the payable corporate income tax: VND 170,018,256, in which the State Audit adjusted to increase the payable VAT: VND 22,487,130, including:
- VAT at the International Manpower School increased by 13,909,090 due to 10% VAT calculation for service rental revenue

- The VAT at the Office payable in the year increased by VND 8,578,040 because the company did not issue an invoice declare VAT for gift goods sold to foreigners valued at VND 85,780,409 (tax rate of 10%)
1.1.5 Land use and management

The Company slowly dealt with land encroachment so that the situation of encroachment and dispute has been going on for many years, besides wasting without an exploitation and use plan (1,281m2 without disputes) at 100/ 9 Quang Trung Street, Ward 12, Go Vap District, Ho Chi Minh City

The Company slowly made the investment plan in order to maximize the advantage of land at 293 Dien Bien Phu Street, Ward 7, District 3, Ho Chi Minh City under the direction of the Ministry of Labor, Invalids and Social Affairs in Official Dispatch No. 1424 / LDTBXH KHTC dated May 6, 2010
 2.  The management of the representative of state capital in the Company 

The representative of the state capital at the unit makes annual, & periodical reports to the managing unit as prescribed;  In 2018, because the Company's operation did not meet the targets assigned by MOLISA (profit indicator: 1,151 million dongs, equivalent to 2.4%, reaching 60% of the assigned business plan of 2018); The MOLISA issued  Dispatch No. 3017 / LDTBXH - KHTC dated July 25, 2019 requesting the representative of state capital in enterprises to self-review and report the results to the Ministry, on July 26, 2019, the representatives of the state capital issued Document No. 274 / NDDVNN to report to MOLISA about 2018 economic indicators

3.  Economy, effectiveness, efficiency in management, use of public finance, assets
- Economy, efficiency: The Company's audited profit before tax in 2018 was 1,151 million dongs, a decrease of 41% year on year 

- Effect in administration, management and use of capital and assets: The Company organized a management apparatus and issued internal regulations to manage production and business activities.  However, the management and monitoring of assets and liabilities still have some limitations as mentioned above

- Profit before tax ratio/ total assets: 1.48%

- Profit before tax/ capital contributed by owner: 3.52%

- Profit before tax/ total revenue: 4.33%
- Current solvency: Total assets/ total liabilities: 1.79 

- Short-term solvency: Total current assets/ current liabilities: 2.71
The solvency ratios show that current solvency and short-term solvency are guaranteed. However, in 2018, the Company made profit mainly from office leasing, in 2019 there were many difficulties such as the company's labor export activities became increasingly competitive…These problems have potential difficulties if there are no solutions for improvement and overcoming

4. Other auditing contents
a) Management of branches: Currently, the Company has 2 branches (Hanoi Branch, Japanese Branch only) and 01 Vinh Office stopped operating. These units apply dependent accounting, so difficulties in business activities of the company made it stop operating. Proposing the Company to conduct the debt determination and management of assets related to the Branches in accordance with current regulations b) The management of International Manpower School

- The school is an independent accounting unit of the Company
- The Company must be responsible for inspecting and supervising the activities of the School about profession and financial management in accordance with the current regulations
II. REQUESTS/ RECOMMENDATIONS
1. For Sovilaco International Manpower Joint Stock Company
1.1. Proposal to adjust accounting books, financial statements, 2018 reports in accordance with conclusions and requests of the State Audit
1.2. Proposal on financial handling (See details in Appendix No. 02/ HSKT - KTNN)
Pay VAT to the State Budget because the State Audit discovered the amount increased by VND 22,487,130 (including Office VND 8,578.040; International Manpower School: VND 13,909.090)

1.3. Proposing to improve the management of budget, money and state assets
1.3.1. The management work at the International Manpower School and its branches: The company needs to carry out the decentralization of the school to ensure strict, safe management attaching the rights with responsibilities and ensure their compliance with current law; To organize the examination of the school's activities according to the functions and tasks; perform the financial examination; approve the annual financial plans, revenues and expenditures of the school. Adjusting the internal spending regulations of the school according to the Company's regulations; Perform reconciliation and settlement of debts, assets related to the Branch as prescribed

  1.3.2 Reorganization of debt management
 - For payable debts: To monitor outstanding debts and manage debts under regulations

- For receivable debts:
+ Doubtful debts: The Company reviews bad debts, urges the information collection and aggregates records of bad debts to submit to the Board of Directors of the company; conduct the debt settlement, set up the provisions and financial management as prescribed, taking legal measures to collect debts; The representative of the state capital of the Company shall report to the Ministry of Labor, War Invalids and Social Affairs for consultation on definitive handling of prolonged outstanding debts
+ For debts from Bac Ha non-ferrous metal Joint Stock Company: Request Sovilaco International Manpower Joint Stock Company to take measures to recover the appropriated debts which have lasted since 2009 (until December 31, 2018, principal excluding interest or penalty for late payment of VND 4,984,530,000), calculate full penalties for late payment, interest rate converted and strictly comply with the terms of the contract No.14 / HDTM / SVLC - BH of July 2009 and contract annex No.01/ PLHD - SVLC - BH dated September 29, 2011 (between the Company and Bac Ha Non-ferrous Metal Joint Stock Company);  avoiding the risk of loss of State capital invested in enterprises

1.3.3. Land management: The Company urgently works with the authorities to carry out the definitive settlement of disputes, prolonged land encroachment at 100/ 9 Quang Trung Street, Ward 12, Go Vap District, Ho Chi Minh City; The Company made an investment plan to maximize the advantages of land at 293 Dien Bien Phu Street, Ward 7, District 3, Ho Chi Minh City
2. For the Ministry of Invalids - Labor and Social Affairs
Through the representative of the State's capital, urge, inspect and supervise the implementation of State Audit recommendations according to the contents of recommendations in this document

Proposing the General Director of Sovilaco International Manpower Joint Stock Company to direct the relevant departments seriously and promptly to implement the recommendations of the State Audit and report the implementation results to the Ministry of Labor, War Invalids and Social Affairs to summarize to report to the specialized State Audit III, address at 116 Nguyen Chanh, Cau Giay, Hanoi before March 30, 2020. In the report on the results of implementation of audit recommendations, it is necessary to clearly state: implemented proposals, recommendations in progress of carrying out; uncompleted petitions (for implemented petitions, name evidence, photocopies attached with documents, materials…to prove; for with ongoing petitions and unrealized petitions, explain in reasons).  When the unit implements the recommendations of the State Audit, record the documents according to the instructions in Appendix 01 / HSKT - KTNN 
