GDW: Explanation for some issues related to financial statement of 2019
On 02 Mar 2020, Gia Dinh Water supply Joint Stock Company explained some issues related to financial statement of 2019 as follows:
A. Explanation for profit after tax

I. Profit after tax of 2018 according to Auditor: VND 15,162,512,892

II. Profit after tax of 2019 according to Auditor: VND 17,112,044,273

Therefore, profit after tax of 2019 increased by VND 1,949,531,381, equal to 112.86%, increasing by 12.86% year on year

III. Explanation for some big changes

1. Revenue from sales increased by VND 29,495,253,017. In which:

a. Revenue from sales increased by VND 29,723,860,831 (because output of water sold increased by VND 2,090,000 cubic meters; and average selling price increased by VND 162.22 per cubic meter)
b. Financial revenue increased: VND 618,534,867

c. Other revenue decreased: VND – 847,142,681

2. Cost of goods sold increased by VND 16,286,515,474 (mainly because Saigon Water Supply Corporation adjusted wholesale price of clean water from VND 4,933.94 per cubic meter to VND 5,032.62 per cubic meter (increasing by VND 86.68 per cubic meter, equivalent to an amount of VND 6,292,973,790; amount of additional water purchased compared to 2018 was 63,771,522 – 61,998,929 = 1,772,593 cubic meters x VND 5,032.62 = VND 8,920,786,983);
3. Selling expenses increased by VND 8,412,718,451;

4. Financial expenses decreased: VND – 247,106,775;

5. General and administrative expense increased by VND 2,026,075,689;

6. Other expenses increased: VND 445,748,881;

7. Cost of corporate income tax increased: VND 621,769,916

Total additional profit = 1-2-3-4-5-6-7 = VND 1,949,531,381
B. Explanation for the issues emphasized by Auditor
In the audited financial statement of fiscal year ending on 31 Dec 2019 issued on 14 Mar 2020 of Gia Dinh Water supply Joint Stock Company, independent audit report of AFC Auditing Company Limited, there are issues that need to be emphasized: “As stated in section 6.2 of the notes to the financial statement, in cost of clean water supply in 2019, for the unit price of wholesale purchase of clean water from holding company Sai Gon Water Supply Corporation, the Company recorded the unit price of VND 5,032.62 per cubic meter applied from 01 Jan 2019 to 20 Nov 2019; the price of VND 5,344.58 per cubic meter applied from 21 Nov 2019 to 31 Dec 2019 (unit price in 2018 was VND 4,933.94 per cubic meter). Those unit prices of wholesale purchase of clean water have not been approved by Board of Directors of the Company, so operating result of the Company may change after those unit prices of wholesale purchase of clean water have been officially approved.”
The Company explained a number of reasons for why the independent auditor raises the emphasized issues as follows:
On 17 Jun 2019, the Corporation sent the Documentary No. 1834/ TCT KDDVKH on the clean water wholesale contract between the Corporation and Gia Dinh Water supply Joint Stock Company.  Unit price of wholesale purchase of clean water suggested by Corporation from Jan 2019 is VND 5,032.62 per cubic meter. 

Until 02 Aug 2019, Gia Dinh Water supply Joint Stock Company had the Submission No. 1293/ TTr – GD - KTTC on the unit price of wholesale purchase of clean water in 2018 and 2019 but that Submission has not been approved by Board of Directors of the Company.

On 24 Dec 2019, the Corporation sent the Documentary No. 4568/ TCT KDDVKH on unit price of wholesale purchase of clean water for period 12, 2019 between the Corporation and Gia Dinh Water supply Joint Stock Company with the unit price of wholesale purchase of clean water of VND 5,334.58 per cubic meter.
Sai Gon Water Supply Corporation is holding company of Gia Dinh Water Supply Joint Stock Company, owning 51.21% of owner’s equity of Gia Dinh Water Supply Joint Stock Company. Principal activity of the Company is to provide clean water and the Corporation is the sole distributor of products.

Pursuant to Clause 2, Article 162 of Law on Enterprise No. 68/ 2014/ QH13 and Charter of Gia Dinh Water Supply Joint Stock Company: the members of Board of Directors who are representatives of contributed capital of Saigon Water Supply Corporation are shareholders with related interests, so they don’t have right to vote content of the clean water wholesale contracts in 2018 and 2019. Therefore, in addition to 4 members of Board of Directors who are representatives of contributed capital of Saigon Water Supply Corporation, remaining members (3 members) who are representatives of other shareholders have not yet approved, so the Resolution of Board of Directors on approving the clean water wholesale contracts in 2108 and 2019 has not been issued.
