SHG: Explanation for the Financial Statement of 2019
On 20/04/2020, SongHong Corporation explained the Financial Statement of 2019 as follows:

1. Explanation for the audit’s qualified opinion at:

1.1. FS of Holding Company – Song Hong Corporation:

Basis for the qualified opinion
“We did not gather enough confirmation letters to identify receivables with total value of VND 39.8 billion of the Corporation as at 31/12/2019. We also have implemented alternative auditing methods but still, we couldn’t find and gather enough evidences for the existence, accuracy, completeness and recoverability of these receivables as at 31/12/2019. Therefore, we cannot give opinion on existence, completeness, accuracy and recoverability of these receivables as at 31/12/2019 as well as the impact of these issues on the FS 2019 of the Corporation.

We did not gather enough confirmation letters to identify payables with total value of VND 129.44 billion of the Corporation as at 31/12/2019. We also have implemented alternative auditing methods but still, we couldn’t find and gather enough evidences for the existence, accuracy, completeness and recoverability of these payables as at 31/12/2019. Therefore, we cannot give opinion on existence, completeness, accuracy and recoverability of these payables as at 31/12/2019 as well as the impact of these issues on the FS 2019 of the Corporation.

According to the Business and Trade Appeal Judgment No. 45/2018/KDTM-PT dated 12/04/2018 of the People’s Court of Hanoi and Decision No. 01/QD-CCTHADS dated 13/12/2018 of Department of Civil Judgment Enforcement of Tay Ho District on: Song Hong Corporation must continue paying the unpaid overdue interest (of the principals of NVD 95.43 billion) to Vietnam Asset Management Company (VAMC) from the following date of the instance trial date (19/06/2017). However, the Corporation did not account the overdue interest from 19/06/2017 to 31/12/2019. We have implemented alternative auditing methods but still, we couldn’t gather enough evidences for the impact of this issue on the FS 2019 of the Corporation.
The Executive Board of Project DH 1.6 has noticed Department on Planning and Investment of Quang Binh Province about operation suspension from 20/10/2015. The Corporation did not collect the Financial Statement of DH1.6 as at 31/12/2019. Currently, the data was recorded according to the FS 2015 of the Executive Board with total assets value of VND 771.8 million and Resource of VND 771.8 million. We couldn’t gather enough evidences for the impact of this issue on the FS 2019 of the Corporation.

The Corporation has assigned Ms. Le Thi Minh Nguyet and Song Hong Real Estate Joint Stock Company to rent the temporarily calculated area of the Office sector and service area of Project on High building I1, I2, I3 and Office for rent Thanh Cong 2. The Corporation has accounted to increase the “investment properties” with total amount of VND 56.2 billion, accounted entire revenue of the project with total amount of VND 78.9 billion and pre-extracted the Cost of Goods Sold of the project with total amount of VND 56.2 billion before the completion of settlement procedures. We couldn’t gather enough evidences for the impact of this issue on the FS 2019 of the Corporation.”
Audit qualified opinion

“According to our opinion, except for the effect of issues mentioned at “basis for the qualified opinion”, the FS has reflected truthfully and reasonably on important factors and financial situation of the Corporation as at 31/12/2019 as well as operating result and cash flow as at 31/12/2019, which was in accordance with Vietnam Accounting Standard and related legal regulations.

1.2. Consolidated FS 2019

“We did not gather enough confirmation letters to identify receivables with total value of VND 140.61 billion of the Corporation and subsidiaries as at 31/12/2019. We also have implemented alternative auditing methods but still, we couldn’t find and gather enough evidences for the existence, accuracy, completeness and recoverability of these receivables as at 31/12/2019. Therefore, we cannot give opinion on existence, completeness, accuracy and recoverability of these receivables as at 31/12/2019 as well as the impact of these issues on the consolidated FS 2019 of the Corporation. We did not gather enough confirmation letters to identify payables with total value of VND 386.72 billion of the Corporation and subsidiaries as at 31/12/2019. We also have implemented alternative auditing methods but still, we couldn’t find and gather enough evidences for the existence, accuracy, completeness and recoverability of these payables as at 31/12/2019. Therefore, we cannot give opinion on existence, completeness, accuracy and recoverability of these payables as at 31/12/2019 as well as the impact of these issues on the Consolidated FS 2019 of the Corporation. Because of the management method at each subsidiary, auditor couldn’t participate in identifying inventories as at 31/12/2019 of subsidiaries. With the provided data and alternative auditing methods, but still, we couldn’t find and gather enough evidences for the existence, completeness and value of the necessary provisions for devaluation of the inventories on the Consolidated FS 2019 with total amount of VND 214.13 billion. Therefore, give opinion on existence, completeness, accuracy and recoverability of these receivables as at 31/12/2019 as well as the impact of these issues on the FS 2019 of the Corporation

According to the Business and Trade Appeal Judgment No. 45/2018/KDTM-PT dated 12/04/2018 of the People’s Court of Hanoi and Decision No. 01/QD-CCTHADS dated 13/12/2018 of Department of Civil Judgment Enforcement of Tay Ho District on: Song Hong Corporation must continue paying the unpaid overdue interest (of the principals of NVD 95.43 billion) to Vietnam Asset Management Company (VAMC) from the following date of the instance trial date (19/06/2017). However, the Corporation did not account the overdue interest from 19/06/2017 to 31/12/2019. We have implemented alternative auditing methods but still, we couldn’t gather enough evidences for the impact of this issue on the Consolidated FS 2019 of the Corporation.

The Corporation did not gather the FS 2019 of Song Hong Da Nang Joint Stock Company (subsidiary of the Corporation) because this company stopped business operations and did not have any accountant. The dada used to make the Consolidated FS 2019 of the Corporation was the data on the FS 2016. Therefore, we cannot gather enough evidences about assets, resource, revenue, expense and other relevant targets of this company, which were presented on the consolidated FS 2019 of the Corporation.

The Corporation did not gather the FS 2019 of several associates: Song Hong Import-Export and Construction Joint Stock Company, Song Hong Binh Tay Joint Stock Company, Song Hong Consulting and Construction Joint Stock Company with total investment of VND 7.31 billion and companies which were received long-term investments from the Corporation: Song Hong Construction Joint Stock Company Song Hong Aluminum Joint Stock Company, Song hong Dai Phat Joint Stock Company, Song Hong Construction Joint Stock Company No. 9, Song Hong Joint Stock Company No. 6, Reenco Thang Long Joint Stock Company with total investment value of VND 7.45 billion. Therefore, we cannot give opinion on the value of these investments above as well as their impact on the consolidated FS 2019 of the Corporation
The Executive Board of Project DH 1.6 has noticed Department on Planning and Investment of Quang Binh Province about operation suspension from 20/10/2015. The Corporation did not collect the Financial Statement of DH1.6 as at 31/12/2019. Currently, the data was recorded according to the FS 2015 of the Executive Board with total assets value of VND 771.8 million and Resource of VND 771.8 million. We couldn’t gather enough evidences for the impact of this issue on the consolidated FS 2019 of the Corporation.

The Corporation has assigned Ms. Le Thi Minh Nguyet and Song Hong Real Estate Joint Stock Company to rent the temporarily calculated area of the Office sector and service area of Project on High building I1, I2, I3 and Office for rent Thanh Cong 2. The Corporation has accounted to increase the “investment properties” with total amount of VND 56.2 billion, accounted entire revenue of the project with total amount of VND 78.9 billion and pre-extracted the Cost of Goods Sold of the project with total amount of VND 56.2 billion before the completion of settlement procedures. We couldn’t gather enough evidences for the impact of this issue on the FS 2019 of the Corporation.

Due to limitations about data, we cannot fully execute necessary auditing procedures for the long-term investment with total amount of VND 3.87 billion at Reenco Song Hong Investment Joint Stock Company. Therefore, we cannot identify the impact of this issue on the consolidated FS 2019 of the Corporation.”

Audit qualified opinion

“According to our opinion, except for the effect of issues mentioned at “basis for the qualified opinion”, the FS has reflected truthfully and reasonably on important factors and financial situation of the Corporation as at 31/12/2019 as well as operating result and cash flow as at 31/12/2019, which was in accordance with Vietnam Accounting Standard and related legal regulations.

2. Difference between the profit of FS QIV.2019 and profit of the audited FS 2019:

· Loss in FS QIV.2019: VND 66,720,647,136

· Loss in audited FS 2019: VND 72,855,679,578

Explanation:

· As at the consolidated FS 2019, the auditor added the loss from associates with total amount of VND 7,919,430,450 (because in QIV.2019, the Company did not gather enough financial statements of associates)
