OCH: Explanation for some issues related to audited financial statement of 2019
On 31 Dec 2020, Ocean Hospitality & Service Joint Stock Company explained some issues related to audited financial statement of 2019 as follows:
I. Explanation for the difference in audited financial statement of 2019 year on year
1. Consolidated financial statement 

The profit after tax in consolidated income statement of 2019 was a profit of VND 31.4 billion, while it was VND 42 billion in 2018, decreasing by VND 10.6 billion, equivalent to a decrease of 25%, year on year because of the following reasons:

(1) Revenue from sales and service supply increased by VND 45 billion, equivalent to an increase of about 4%, year on year, mainly thanks to operating revenue of Givral Cake Joint Stock Company and Trang Tien Ice Cream Joint Stock Company - 2 typical companies with revenue growth of 17% and 20% respectively. To achieve these growth rate, of Givral Cake Joint Stock Company and Trang Tien Ice Cream Joint Stock Company had to spend a lot of money on sales and costs of cost of goods sold. Sales of cake and ice cream have increased total profit after tax of 2019 of the whole Company by VND 26 billion year on year;

(2) Meanwhile, in 2019, a significant decline in operating result of the hotel activities was recorded. Specifically, rate of decline in revenue at Tan Viet Joint Stock Company and Evening Star Nha Trang Company Limited were VND 26% and 24%, respectively. Accordingly, profit after tax of 2019 of these two companies also decreased by VND 16.6 billion and VND 25.4%, respectively, year on year;
(3) At the same time, Viptour - Togi Joint Stock Company continued having a loss increasing by VND 11.9 billion compared to the loss in 2018 (from VND 3 billion in 2018 to VND 15 billion in 2019).

2. Separate financial statement 

The profit after tax in separate income statement of 2019 was a profit of VND 204.56 billion, increasing by VND 163.16 billion, equivalent to an increase of 394%, year on year (VND 41.1 billion) because of the following reasons:
(1) Financial revenue increased from VND 100 billion in 2018 to VND 296 billion in 2019 mainly thanks to revenue from dividend paid for OCH by the subsidiaries in the year;

(2) Revenue from sales and service supply decreased strongly year on year because in 2019, business activities were restructured. However, gross operating profit of the Company was at the same level as in 2018;
(3) General and administrative expense decreased strongly from VND 53.2 billion in 2018 to VND 39.5 billion in 2019 because in 2019, the Company made reversal of part of provision for doubtful receivables of Mr. Ha Trong Nam.

II. Explanation for the Auditor’s qualified opinion and emphasis of matters in the financial statements

1. Consolidated financial statement

1.1. The Auditor’s qualified opinion

a. “As at 31 Dec 2019, the Company was recording a prepayment of VND 40.6 billion for Vietnam Investment Promotion and Tourism Joint Stock Company (as at 31 Dec 2018, it was VND 40.6 billion) as deposit on receiving transfer of 4,055,800 shares of Viptour - Togi Joint Stock Company, inclusive of the amount of VND 18,267,900,000 (as at 31 Dec 2018, it was VND 18,267,900,000) in the co-ownership account of the Company and Vietnam Investment Promotion and Tourism Joint Stock Company. The Company is working with Vietnam Investment Promotion and Tourism Joint Stock Company in recovering the remaining advance of VND 22,332,100,000 (as at 31 Dec 2018, it was VND 22,332,100,000). At the same time, the Company has a receivable from VNT Company Limited (“VNT”) after being making provision of VND 3,262,780,580 (principal balance: VND 420,763,600,580; provision deducted: VND 417,500,820,000. As at 31 Dec 2018, it was VND 63,623,026,580s (principal balance: VND 420,763,600,580; provision deducted: VND 357,140,574,000). As at the date of preparing consolidated financial statement, the Company was working with VNT to recover this receivable. We has not yet collected fully appropriate evidences to assess the possibility of being recovered of these advance and receivable. Therefore, we failed to determine whether adjustment of these figures is necessary. For details, please see Note No. 6 and No. 8, Notes to the consolidated financial statement.”
OCH’s explanation

· About the repayment to Vietnam Investment Promotion and Tourism Joint Stock Company (“Viptour”): this partner still operates normally and shows the responsibility to pay for debts: the Company had a working record with Viptour Company on agreeing to liquidate the transfer contract. Viptour Company has accepted the responsibility to return the deposit after obtaining opinion of General Meeting of Shareholders, using all shares of Viptour - Togi Joint Stock Company as collateral for its payment obligation. As at 31 Dec 2019, the Company continued to work with Viptour Company about the liquidation of the share transfer contract and recovery of money transferred to Viptour.
· About the receivable from VNT: This is the amount of money that OCH used to participate in investment cooperation at the project that VNT is the investor, prepaid to VNT to receive the transfer of shares. Knowing that it is necessary to concentrate capital for main business activities, the Company has agreed with VNT to terminate the investment cooperation contract; and VNT is responsible for repaying all OCH's contribution. This partner still operates normally; and OCH is still continuing to implement measures to urge and recover this amount. Until the date of preparing the consolidated financial statement, VNT Company Limited has partially fulfilled the obligation to repay contributed capital to OCH. As at 31 Dec 2019, OCH made provision for these amounts based on the payment overdue period as stipulated in the Circular No. 48/ 2019/ TT - BTC dated 08 Aug 2019. The appropriation of provision for doubtful debts is prudent, helping the Enterprise have financial resources to offset the losses may occur.
b. “As at 01 Jan 2019 and 31 Dec 2019, Evening Star Nha Trang Company Limited (“Evening Star Nha Trang”) recorded the receivable from Trang Tien - Nha Trang Trading And Tourist Company Limited of VND 162.2 billion and the corresponding interest of VND 35,552,260,551. On the date of preparing the consolidated financial statement, Evening Star Nha Trang Company Limited was still continuing to implement measures to urge, recover and assess ability to recover this debt. Therefore, we failed to determine whether adjustment of figures on debt principal and interest is necessary. For details, please see Note No. 07(1) and Note No. 08(ii), notes to the consolidated financial statement.”
OCH’s explanation: 

· Board of Directors of Evening Star Nha Trang Company Limited is still continuing to implement measures to urge, recover this debt (principal and interest) from Trang Tien - Nha Trang Trading And Tourist Company Limited. Executive Board of the Company’s subsidiary assesses it is possible to recover these amounts from Trang Tien - Nha Trang Trading And Tourist Company Limited;
c. “As at 31 Dec 2019, holding company and the subsidiaries were presenting “short-term loan receivables”, “other receivables” and “investments in other units”, etc. after making the provision of VND 291,430,084,157 (in which, balance of principal: VND 389,877,053,643; provision made: VND 98,446,969,486); as at 31 Dec 2018: VND 264,547,320,707 (in which, balance of principal: VND 337,172,519,138; provision made: VND 72,625,198,431), (for details, see Note No. 04d(i), Note No. 07(2); Note No. 07(3), 07(i), Note No. 08(i) and Note No. 09 of notes to the consolidated financial statement). Until now, the Company has not collected the basis for determination of the provision needing to be made. By the audit procedures have been implemented, we failed to determine whether adjustment of these figures, the provision for doubtful debts and the provision for devaluation of these investments in consolidated financial statement of the Company is necessary.”

OCH’s explanation

· OCH and the subsidiary is still continuing to implement measures to urge, recover these receivables and investments and implement debt collection procedures in accordance with regulations of the law. These partners are still operating normally and demonstrate payment responsibility for these debts. As at 31 Dec 2019, OCH and the subsidiary made the provision for these debts on the basis of overdue payment time, prudent reviews, and other information related to the companies receiving capital support, investments of OCH and the subsidiaries in accordance with regulations in the Circular No. 48/ 2019/ TT - BTC dated 08 Aug 2018. Besides, until the date of preparing the consolidated financial statement, subsidiaries of OCH have not collected the financial statement of some parties receiving investment to use as basis for assessing appropriation of provision. 
d. “Current liabilities of Investment Organization Corporation (“IOC”) – a subsidiary, are VND 578.71 billion higher than the current assets. Losses accumulated until 31 Dec 2019 were VND 325.03 billion, over charter capital of the Corporation. Moreover, the whole Sunrise Hoi An Beach Resort Tourist Area of the Corporation is being appraised for assets distrainment at the request of Civil Judgment Execution Department of Quang Nam Province with total value of VND 872.06 billion. These signs show the existence of a material uncertainty that leads to significant doubt about the ability to continuously operate of this Corporation. The Corporation’s ability to continuously operate depends on the support of shareholders and plan on asset distrainment. We also failed to collect fully evidences showing whether the Corporation is able to pay its due and overdue debts. Therefore, we failed to determine whether the financial statement of ICO made for the fiscal year ended 31 Dec 2019 which is being consolidated into this consolidated financial statement with the assumption that IOC will continue to operate is appropriate (for details, please see Note No. 01 and Note No. 42 of consolidated financial statement.”
OCH’s explanation

Currently, operation of Investment Organization Corporation (“IOC”) is still ongoing. Its short-term liabilities exceed short-term assets and accumulated losses are related to bond issuance, without guarantee assets for Maritime Bank. Cash flow from operating activities of the Corporation is still positive; and revenue has grown steadily over the years. Board of General Managers of OCH Company and IOC has been working with the Civil Judgment Execution Department, Procuracy and credit institutions to restructuring the repayment term based on operating revenue and continuing to receive support from shareholders and investors, so the consolidated financial statement made for the fiscal year ended on 31 Dec 2019 of the Company was still made on the basis of IOC’s continuous operation and consolidated operating result of OCH.
e. “Investment Organization Corporation (“IOC”) – the subsidiary, has not reflected the obligation to pay the compensation of VND 8.721 billion to Ms. Le Thu Thu Hang – a shareholder of the Company, under the judgment in the Appellate Judgment dated 22 May 2019 of the People's Court of Quang Nam Province on the case "dispute over non-contractual damages" and the court fee of VND 58.36 billion in its financial statement. The Company has not recorded these fee and payment obligation in the financial statement. This led to some changes in the consolidated balance sheet as at 31 Dec 2019: “undistributed profit before tax” decreased; and “other short-term payables” increased by VND 8.78 billion; at the same time, “other expenses” in the consolidated income statement of 2019 increased to the corresponding amount.”
OCH’s explanation

– Investment Organization Corporation has submitted the application for appeal of appellate judgment because the compensation agreement under above-mentioned Appellate Judgment is not in compliance with the law on damage compensation. The Senior People's Procuracy is considering this Application. 
1.2. The Auditor’s emphasis of matters 
“We would like to remind readers, the consolidated financial statement on contingent liabilities are presented in Note No. 42 of the notes to the consolidated financial statement.”
OCH’s explanation:

About the Contingent Assets and Liabilities: related to the bond sales contract No. 07/ HDTP/ MBS dated 01 Sep 2011 between Investment Organization Corporation and Vietnam Maritime Commercial Joint Stock Bank in the process of handling with the handling of assets and no final conclusions of the competent authorities.
2. Separate financial statement 

Explanations for the Auditor’s qualified opinions and other issues in separate financial statement are similar to the explanations for the consolidated financial statement.

III. Explanation for adjustment of comparative last-year figures in consolidated financial statement
Adjustment of comparative last-year figures:

Unit: VND

	Code
	Targets
	Figures of previous year as announced
	Figures after being adjusted
	Difference
	Reasons for adjustment

	
	Consolidated financial statement 
	
	
	
	Adjustment of the  additional payable taxes according to tax inspection records at subsidiaries, specifically:
- At Investment Organization Corporation: adjustment of balance of payable taxes and cost of value added tax (VAT), cost of corporate income tax (CIT) and cost of foreign contractor tax (FCT);
- At Tan Viet Joint Stock Company: adjustment of balance of value added tax and excise tax arrears; accounting of increase in fine for late payment of taxes.

	137
	Allowance for doubtfull accounts
	(1,130,635,263,056)
	(1,133,785,836,035)
	(3,150,572,979)
	

	313
	Tax Payables & Payables to Government
	176,792,694,770
	179,270,051,862
	2,477,357,092
	

	421
	Retained earnings
	(784,110,917,883)
	(788,218,426,823)
	(4,107,508,940)
	

	429
	Interest of uncontrolled shareholders
	11,851,860,806
	10,331,439,675
	(1,520,421,131)
	

	
	Consolidated income statement 
	
	
	
	

	26
	General and administration expenses
	198,697,166,252
	199,948,391,836
	1,521,225,584
	

	60
	Net profit (loss) after tax
	44,057,235,355
	42,000,376,163
	(2,051,859,192)
	

	61
	Profit after tax of holding companies
	42,125,815,879
	40,568,907,899
	(1,556,907,980)
	

	62
	Profit after tax of uncontrolled shareholders
	1,931,419,476
	1,436,468,264
	(494,951,212)
	

	
	Consolidated cash flow statement 
	
	
	
	Adjustment of appropriation of provision for doubtful debts the debt age stipulated in the Circular No. 48/ 2019/ TT - BTC dated 08 Aug 2019 of the Ministry of Finance at Trang Tien Ice Cream Joint Stock Company 

	03
	Allowances
	36,950,630,373
	38,201,855,957
	1,251,225,584
	

	11
	Increase/Decrease in accounts payables (excluding interest payables, income tax payables)
	(32,944,690,912)
	(32,144,057,304)
	800,633,608
	


