QNC: Explanation for the Auditor’s qualified opinion in financial statement of 2019
On 01 Apr 2019, Quang Ninh Construction and Cement Joint Stock Company explained the Auditor’s qualified opinion in financial statement of 2019 as follows:

· Basis for the qualified opinion of Auditor:

In the audit report No. 110419. 001/ BCKT. KT5 dated 11 Apr 2019 on separate financial statement of the fiscal year ended on 31 Dec 2018, the Auditor gave the qualified opinion about some matters. These matters have not been overcame by the Company in the fiscal year ended on 31 Dec 2019, specifically: 

· Project to raise capacity of crushing line of Lam Thach II Cement Plant was put into use before 2015. However, part of historical price of fixed assets of this project was recorded as an increase in fixed assets and started to be depreciated from the end of 2017. Therefore, the Company has deducted lack of VND 26.3 billion in depreciation expense. Due to impact of this matter, in the separate balance sheets as at 31 Dec 2019 and 01 Jan 2019, target “Accumulated Depreciation” (code: 223) reflects in lack; and target “Accumulated undistributed profit after tax at end of last period” (code: 421a) reflects in excess the corresponding amount;
· In separate balance sheet, the Company has presented the expense for repairing Lam Thach II Cement Plant at item “Short-term prepaid expenses” (code: 151). These expenses have been allocated by the Company during the period from 18 to 36 months. This is not consistent with the provisions of the current accounting regime because most of the above expenses are regular repair costs, incurred annually. If the Company re-allocates them for 12 months, value that needs to be additionally allocated to expenses from 2018 and earlier will be VND 22.74 billion; and expenses allocated in 2019 will be reduced by VND 5.26 billion. This led to the fact that in the separate balance sheets as at 31 Dec 2019 and 01 Jan 2019, the target "short-term prepaid expenses" (code: 151) and the target "retained earnings" (code: 421) reflects in excess the amount of VND 17.48 billion and VND 22.74 billion respectively. In separate income statement of 2019, the target “cost of goods sold” (code: 11) is reflecting in excess the amount of VND 5.26 billion;
· The Company has not made sufficient provision for doubtful debts for the receivables from customers, other receivables and overdue advances into expenses from 2018 and earlier with estimated value of VND 18.92 billion. Besides, the Company has not made reversal of some receivables made provision in previous years but recovered in this year with the value of VND 1.42 billion into expenses in 2019. Due to influence of these matters, in separate balance sheets as at 31 Dec 2019 and 01 Jan 2019, target “Allowance for uncollectible accounts” (code: 137) is reflected in lack the amount of VND 17.49 billion ; and target “"retained earnings" (code: 421) is reflected in excess the amount of VND 18.92 billion. Simultaneously, in separate income statement of 2019, target “general and administrative expenses” (code: 26) reflects in lack the amount of VND 1.42 billion.
· In 2017, the Company has not recorded reduction of deductible input VAT and increase in the corresponding cost of clinker export activities with the estimated value of VND 11.39 billion (because clinker is not subject to VAT when exported, the corresponding input VAT will not be eligible for deduction). In 2019, the Company offset this input VAT with the output VAT payable. Due to influence of this mater, in separate balance sheet, target “Deductible VAT” (code: 152) as at 01 Jan 2019 reflects in excess; the target “Tax Payables & Payables to Government” (code: 313) as at 31 Dec 2019 reflects in lack the amount of VND 11.39 billion. Simultaneously, target “Retained earnings” (code: 421) as at 01 Jan 2019 and 31 Dec 2019 reflects in excess the corresponding amount.
· Auditor’s qualified opinion:
According to the Auditor, except for influence of the matters stated in the “Basis for the qualified opinion of Auditor”, the separate financial statement reﬂects honestly and reasonably, on the key aspects, financial situation of Quang Ninh Construction and Cement Joint Stock Company as at 31 Dec 2019, business results and cash ﬂow situation in the fiscal 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.

Explanation of Quang Ninh Construction and Cement Joint Stock Company for the Auditor’s qualified opinion:

· As stated in the Company’s explanation for the audited financial statement of 2017, project to raise capacity of crushing line of Lam Thach II Cement Plant of the Company fully imported assets as prescribed in 2017 and depreciated in accordance with existing regulations;
· About content of expenses waiting for allocation of the Company: at present, the Company chooses the criterion of allocation of major repair expenses from 18 to 36 months. According to current regulations, such allocation is within the regulatory framework. The Company has reviewed and adjusted the allocation period to suit the production line;
· About appropriation of doubtful debts: the Company has made a provision, but the Auditor thinks the provision made by the Company is insufficient. The Company thinks that the Company’s appropriation is appropriate because the Company has reviewed and re-evaluated all these debts. Basically, these debts will be recovered over 60% so the Company has made provision based on the ability to recover them all;
· About exported clinker: this product is not subject to VAT. The Company is currently under tax inspection. Because there is no conclusion of tax inspection, the Company has not been able to adjust the input VAT. When there is a conclusion of tax inspection, the Company will adjust in accordance with regulations. 
