CPA: Explanation for the Auditor’s qualified opinion in the financial statement of 2019
On 15 Apr 2020, Phuoc An Coffee Joint Stock Company explained the Auditor’s qualified opinion in the financial statement of 2019 as follows:

The qualified opinion of Ernst & Young Vietnam Company Limited: “The Company recorded operating expenses incurred before the date of conversion into a joint stock company (01 Sep 2017) with total amount of VND 90,130,947,347 into the target "long-term prepaid expenses" target on the balance sheet and allocated it in the period of 3 years.”
Explanation of Phuoc An Coffee Joint Stock Company:

1. Reason

· Due to the nature of agricultural production industry, the coffee crop arises from 01 Oct every year and ends on 30 Sep of the following year. However, financial statements of the Company reflect from 01 Jan to 31 Dec annually. Therefore, expenses incurred in the year must be allocated to the following year (specifically, the opening balance plus the arising amount in the year will be allocated in the year and carried forward to the following year);

· Previous operating expenses of a limited company before authorization are expenses pending for allocation, mainly interest on bank loans because the Company appropriated short-term capital to invest in long-term assets but could not borrow long-term capital so it was not capitalized into assets. Therefore, Board of Directors have approved this allocation criteria and form for many years according to above-mentioned formula. However, after a conversion into a joint stock company, Board of Directors decided to only allocate these expenses cost in 3 years, so operating result of the Company was greatly affected.
2. Direction to overcome 

· The Company is going to allocate the remaining expenses of VND 20,029,099,410 to operating result of 2020 until end of 31 Aug 2020;
· Board of Directors of the Company has a plan to increase the Company’s charter capital in 2nd quarter of 2020 to pay part of bank debts to reduce interest expenses and supplement working capital to make the production and business development more effective in the coming time. The Company also contained approval from the State Securities Commission for the dossier of offering registration;
· In 2020, the Company is going to arrange organizational structure, reducing manpower to reduce cost of salary and social insurance. On the other hand, the Company is going to maximize operating expenses to increase production and business efficiency in the coming years;
· Current complex situation of Covid-19 epidemic has been greatly affecting production and business activities of the Company. Therefore, the direction to overcome accumulated losses of the Company depends on general situation of the world.

