VCR: Explanation for the qualified opinion of Auditor upon financial statement of 2019

On 10 Mar 2020, Vinaconex Investment and Tourism Development Joint Stock Company explained the qualified opinion of Auditor upon financial statement of 2019 as follows:
I. Qualified opinion of Auditor on the audit report No. 106 – 20/ BC – TC/ VAE dated 10 Mar 2020 on financial statement of 2019 of the Company

“As stated in the Note No. VIII.5, in the year, the Company retrospectively adjusted the interest on late payment of land use fee according to the Announcement No. 1782/ TB - CCT dated 21 Aug 2019 of Tax Sub-department of Cat Hai District – Hai Phong City for Cai Gia-Cat Ba Urban Area Project from 2012 to 2017 with value of VND 124,008,781,442 into financial statement of 2017. Above-mentioned retrospective adjustment of the Company was not in accordance with current Vietnamese Enterprise Accounting Regime.
As at 31 Dec 2019, current assets of the Company were less than VND 253,055,909,982 compared to its current liabilities; accumulated losses of the Company were VND 215,018,218,616. Continuous operation ability of the Company depends on its success in implementing its business plan in coming time. The attached financial statement does not include any adjustments that may result from the outcome of this uncertain event.”
II. Explanation of the Company for above qualified opinion of Auditor 
In 2019, Vinaconex Investment and Tourism Development Joint Stock Company received the Announcement No. 1782/ TB - CCT dated 21 Aug 2019 of Tax Sub-department of Cat Hai District – Hai Phong City on interest on late payment of land use fee at Cai Gia-Cat Ba Urban Area Project, Cat Hai District, Hai Phong City (“the project”) with an amount of VND 132,406,234,861.
On the basis of awareness available; the basis of calculation at the Announcement No. 1872/ TB - CCT and documents issued by Tax Department of Hai Phong City and Tax Sub-department of Cat Hai District on land use fee of the project, the Company has evaluated and retrospectively adjusted the key errors related to the previous periods of 2017 and 2018 into the financial statements of 2019.

Retrospectively adjusting interest on late payment for the project into financial statements of 2017 and 2018, corresponding to the amount of VND 124,008,781,442 and VND 2,239,320,912, made the Company to record the increase of other expenses and obligations payable to the State until 31 Dec 2018 of VND 126,248,102,354. At the same time, recording these additional costs caused accumulated losses of the Company until 31 Dec 2019 to be VND 215,018,218,616. According to the data, information and documents of Tax Department of Hai Phong City and Tax Sub-department of Cat Hai District on land use fee of the project obtained by the Company, the Company believes that this retrospective adjustment is in accordance with the actual operation of the Company and the current regulations.
Above reason caused the qualified opinion of Auditor. Financial statement of 2019 reﬂects honestly and reasonably on the key aspects and financial situation of the Company as at 31 Dec 2019, business results and cash ﬂows in the year ended on the same date, in accordance with Vietnamese Accounting Standards, Vietnamese Enterprise Accounting Regime and legal regulations related to the preparation and presentation of financial statements.

The Company was aware that fulfilling its obligations to the State is a responsibility, so it paid entire above interest on late payment to the budget of Hai Phong City.

