PVH: Explanation for issues in the Financial Statement 2019
On 14/04/2020, Thanh Hoa Petroleum Construction Joint Stock Company explained the issues in the Financial Statement 2019 as follows:

I. Audit qualified opinion 

· Audit qualified opinion: the receivable from bidder “Nghi Son” with total amount of VND 24,730,140,084 includes general expenses that Company distribute to sub-contractor according to the volume ratio of each contractor after settlement. As at 31/12/2019, the volume ratio of each contractor was not identified, therefore, board of Managers of the Company cannot evaluate the recoverability of this liability. Therefore, we also did not give opinion on the existence, correctness as well as recoverability of this receivable.

· Explanation: PVC-TH had a table that synthesized all expenses distributed to sub-contractors according to temporary ratio. PVC-TH has been negotiating with sub-contractors about item “general expense” implemented by PVC-TH. Expected in 2020, PVC-TH will unify the data with subcontractors to collect this receivable

· Audit qualified opinion: As at the time of making this Financial Statement, the Company did not have any evidence to prove that the liabilities of Mr. Duong Trong Hung: VND 7,598,015,237, Mr. Nguyen Trung Liem: VND 7,122,279,690 and Mr. Luong Hoang: VND 10,353,525,966 have been existing. Therefore, we will not give opinion on the existence and recoverability of these receivables above and their impact (if any) on the FS 2019.
· Explanation: 

· Regarding the debt of Mr. Duong Trong Hung: This was the expense belong to the constructions that PVC-TH assigned to the Branch, including VND 7,464,542,727 related to the Project 157ha at Nghi Son from 2011 (do not have enough documents) and VND 133,472,510 related to the Nghi Son Oil Refinery Project (including VND 8,173,608 non-deductive VAT+ VND 2,792,105 penalty for late tax payment + VND 122,506,798 paid out by Taxation Department). Follow the Resolution No. 11/NQ-XLDKTH-HDQT dated 28/09/2018 of Board of Directors on blaming individual responsibility and debt recovering liabilities, PVC-TH has noticed Mr. Duong Trong Hung and is waiting for conclusion of the Investigation Agency.
· Regarding the debt of Mr. Nguyen Trung Liem: This was the expense paid out by Taxation Inspection Team including: VND 6,322,323,851 (incomplete expenses of constructions) and VND 596,269,932 non-deductive VAT due to lack of documents + VND 203,685,810 penalty for late tax payment. This was the construction that the Company assigned to Branch (Mr. Nguyen Trung Liem was Manager of the Branch). According to the Resolution No. 11/NQ-XLDKTH-HDQT dated 28/09/2018 of Board of Directors on blaming individual responsibility debt recovering., PVC-TH has noticed Mr. Nguyen Trung Liem. If Mr. Nguyen Trung LIem does not confirm, PVC-TH shall send relevant documents to the investigation agency.
· Regarding the debt of Mr. Luong Hoang: This was the expense paid out by the Taxation Inspection team including VND 9,997,564,651 incomplete expense of the project and non-deductive VAT VND 226,109,735 of that project + VND 129,851,580 penalty for late tax payment. These expenses belong to the construction implemented by PVC-TH (When Mr. Luong Hoang was Manager of the Company). According to the Resolution No. 11/NQ-XLDKTH-HDQT dated 28/09/2018 of Board of Directors on blaming individual responsibility and debt recovering, PVC-TH has noticed Mr. Luong Hoang. If Mr. Luong Hoang does not confirm, PVC-TH shall send relevant documents to the investigation agency.

· Audit qualified opinion: As at 31/12/2019, the Company did not extract to provision for doubtful debts with total amount of VND 1,749,659,653 for the receivable from Truong Son Petroleum Construction and Installation Joint Stock Company. If the Company extracted according to the rules, profit from business operation would be reduced by an equivalent amount.
· Explanation: This was the “advance to sellers” that PVC-TH received from PVC Corporation with total amount of VND 3,499,319,305, which belonged to SLMB Nghi Son Project. After receiving the advance, PVC-TH did not generate any production volume as well as acceptance volume with Truong Son Contractor. This liability was identified by Taxation Department of Thanh Hoa that, there was not enough evidence to extract to provision and the Department requested PVC-TH to writeback the provision from 2015. Therefore, PVC-TH did not extract to provision in 2019. Now, PVC-TH has convened Truong Son Contractor and send representative to finish procedures to collect the debt.
· Audit qualified opinion: Borrowing expense (Estimated) related to the project “Houses – Commercial Services Complex” from 2015 to 2019 was not recorded in the Financial Statement. In which, the borrowing interest which was not recorded was estimated to be VND 36,477,594,933. If the Company recorded according to the rules, profit from business operations would be reduced by an equivalent amount.
· Explanation: The borrowing expenses above was not recorded because the credit contract was in dispute. PVC-TH has been requesting PVComBank to complete relevant legal procedures related to the borrowing, therefore, there was not enough evidence to record this expense.
· Audit qualified opinion: According to the working minute on 25/09/2019 between PVCombank and PVC-TH, the principals and interest of the Company as at 25/09/2019 was VND 307,480,254,505 (in maturity) and VND 372,387,775,990 (Overdue) (calculated by bank). With this document, PVCombank has given an opinion that PVC-TH has violated commitments on repaying debts as well as managing assets and cash flows. PVCombank also requested the Company to repay immediately entirely the principals and borrowing interest. If the Company implemented according to this Working minute, total short-term liabilities would be higher than total short-term assets as at 31/12/2019 and make the Company unavailable to repay debts. In 2019, the Company had a loss of VND 7,777,259,512, this was the 3rd consecutive years of loss and the accumulated loss as at 31/12/2019 was VND 94,620,859,527. Cash flows from business operations in 2019, 2018 was VND -3,602,841,725 and VND -26,645,160,304 respectively. These conditions and other issues mentioned at the basis for audit’s qualified opinion have shown the existence of critical uncertainty factors that may cause serious doubt on the continuous operation of the Company.
· Explanation: Principals and interest (in maturity and overdue) mentioned above of PVC-TH related to 02 credit contracts No. 14 and No. 01:
· Credit contract No. 14: related to the collateral (Petroleum Building No. 38A, Le Loi Avenue – where PVC-TC has been using), the principals and interest as at 30/09/2019 was VND 20,255,097 (in maturity) and VND 28,107,677,617 (overdue). Regarding these liabilities, PVC-TH has been negotiating with PVCombank to reduce a part of overdue debt. After being approved, PVC-TH shall repay a part of principals and follow the debt repayment plan made by PVCombank.
· Credit contract No. 01: related to the collateral (Lam Kinh Hotel Project), the principals and interest as at 30/09/2019 was VND 287,225,156,949(in maturity) and VND 345,755,188,410 (overdue). Regarding Lam Kinh Hotel Project, PVC-TH was not owner and beneficiary from the business operation of Lam Kinh Hotel. Therefore, PVC-TH has been negotiating with PVCombank to hand over entire project to Lam Kinh Hotel Joint Stock Company. After finishing, the obligation of debt repayment will belong to Lam Kinh Hotel Joint Stock Company. 
· Audit qualified opinion: The event happened after the end of the fiscal year as presented at Presentation No. VII.01 “On 16/01/2020, there was a serious fire happened at ThanH Hoa Petroleum Building – No. 38A, Le Loi Avenue, Thanh Hoa City. AS at the time of making this Financial Statement, authorities were investigating the fire” affected negatively the business operations of the Company in 2020.
· Explanation: Currently, the Police and Investigation Agency has been investigated the cause of the fire at No. 38A, Le Loi Avenue. This has been Head Quarter of PVC-TH and offices of other units who are hiring from PVC-TH. However, PVC-TH has bought insurance for fire and explosion. Therefore, PVC-TH confirmed that the Insurance will compensate the damage according to the rules 
II. Difference in accumulated profit of QIV.2019 and Profit of audited FS 2019

· Accumulated profit of QIV.2019 (FS QIV.2019): VND -5,927,289,844
· Profit after tax of 2019 (audited FS 2019): VND -7,777,259,512
Explanation:
+ In the FS QIV.2019, the accumulated Cost of Goods Sold was VND 38,491,679,662. However, there were several items which were considered to be not appropriate by auditor. Therefore, PVC-TH extracted and reduced cost of Goods Sold of 2019 by VND 265,473,491. Therefore, profit increased by VND 265,473,491 after audit.

+ In the FS QIV.2019, the accumulated depreciation of fixed assets was VND 8,109,044,911. According to auditor, PVC-TH extracted additionally the depreciation for Manufacturing Plant with total amount of VND 2,115,443,159. Therefore, Cost of Goods Sold increased by VND 2,115,443,159 and Profit after tax decreased by VND 2,115,443,159.

From these two reasons above, the profit after tax decreased by VND 1,849,969,668 after audit.
