HLG: Explanation for the disclaimer of opinion on the audited consolidated financial statement of the first 6 months of 2020
On 19 Aug 2020, Hoang Long Group explained the for the disclaimer of opinion on the audited consolidated financial statement of the first 6 months of 2020 as follows: 
1- Auditor's opinion: Balance of the receivables on 30 Jun 2020 and 01 Jan 2020 without record of comparison, confirmation was VND 30.899 billion and 6.76 billion. The balance of the payable debts on 30 Jun 2020 and 01 Jan 2020 without record of reconciliation was VND 22.723 billion and VND 19.163 billion. Through the necessary review procedures, we are unable to evaluate the impact of this matter on the items related to the consolidated semi-annual financial statement 

* Explanation of the Company: 
- Most of the balance of the receivable debts were made provision for bad debts at the rate of 100% and sent to confirm, compare the debts, however, the customers changed their contact address, so it was impossible to contact them

- Balance of liabilities was mainly the deferred revenue according to the collection schedule of real estate transfer without land handover and construction activities not yet issued input invoices by subcontractors. The remaining balance payable to the seller included one foreign supplier that has not been able to contact and claim money from 2011 until now and the dividend of the previous shareholders that was not deposited and was not received 
2- Issues related to debts with related parties 
2.1- Auditor's opinion: In note 5 and 7 of the note to the consolidated semi-annual financial statement, the Company is presenting the receivables from customers who are related parties controlled by key members of the Company, including short-term receivables from customers and receivables from short-term loans. In particular, the receivable from Hoang Long Seafood Processing One Member Company Limited on June 30, 2020 is VND 673,299,942,142 (on 01 Jan 2020: VND 557,557,660,282) and receivables from Kim Hoang Long Trade and Services Company Limited on 30 Jun 2020 is VND 64,685,532,267 (on 01 Jan 2020: VND 96,460,532,267). We performed the necessary review procedure but was not able to obtain sufficient evidence to determine the due date of these receivables. Therefore, we cannot make conclusions about the possibility of recovery as well as determine the losses (if any) of these liabilities and impact of this issue on the consolidated semi-annual financial statement 
* Explanation of the Company: The purchase, sale and lending led to the arising of receivables from goods and short-term loan for the two above companies are approved by the Annual General Meeting of Shareholders. Furthermore, Hoang Long Seafood Processing One Member Company Limited was previously a subsidiary of the Company, at the same time under the contract and in fact when either party needs financial resources to operate, it will lend or repay, which means that Hoang Long Seafood Processing One Member Company Limited borrowed or repaid; Kim Hoang Long Production, Trading and Service Co., Ltd on July 31, 2020 made full payment for its debts. Thus, the ability of recovering these debts is sure

2.2- Auditor's opinion: The Company recognized revenue from financial activities from loan interest of Hoang Long Seafood Processing One Member Company Limited in the first 6 months of 2020: VND 14.779 billion and for the whole year of 2019, it was VND 28.827 billion (in which the amount recorded in the first 6 months of 2019 was VND 15.073 billion), these interests were added to the principal balance on June 30, 2020 and January 1, 2020. Through our review procedures, we cannot assess the probable recovery of this interest, so recording these interests in consolidated financial statement of the first 6 months of 2020 and the first 6 months of 2019 respectively is not consistent with the current regulations on the corporate accounting system
* Explanation of the Company: The collection of interest from loans is in accordance with the current tax laws and as mentioned above Hoang Long Seafood Processing One Member Limited Company was formerly a subsidiary of the Company, at the same according to the contract and in fact, when either party needs financial resources to operate, it will lend or repay, that is, Hoang Long Seafood Processing One Member Company Limited has borrowed and paid off although the outstanding balance was not fully paid on June 30, 2020. Thus, the loan interest is added to the balance of the principal that surely can be collected 

3- Issues related to Long Kim 2 Residential Project 
3.1- Auditor's opinion: Since the Company did not carry out inventory for the balance of finished real estate items at the end of the period, we could not obtain sufficient appropriate evidence about the existence or completeness of these items on the date of the report (01 Jan 2020 and 30 Jun 2020) and it was not impossible to carry out additional review procedures.  As a result, we are unable to determine the necessary adjustments to this item and the effect of these issues on related items in the consolidated semi-annual financial statement 

* Explanation of the Company: That the Company made an inventory of the balance of finished real estate items on 30 Jun 2020 according to the books and reality at the project was right. However, the actual land use right certificate did not match the books because some red books were not separated from the general book because of legal procedures. Therefore, the land area in the books is different from the land area in the land use right certificate that the Company is holding
3.2- Auditor's opinion: The Company determines the land price to be deducted when calculating payable value-added tax corresponding to the recorded revenue based on the land price issued by the People’s Committee of Long An province at the time of transfer without land price subtracted on the basis of land use fees payable to the State budget (excluding exempted or reduced land use fees) and compensation costs, ground clearance according to regulations. Due to the lack of sufficient evidence to determine the existence and completeness of the above balance of finished real estate items, we had no basis to determine the appropriateness of the value added tax payable for real estate trading. Although the review procedures were carried out, we are unable to evaluate the effect of this matter on the items related to the consolidated semi-annual financial statement 

* Explanation of the Company: The company determined that the land price to be deducted as above was temporarily accepted by the tax inspection team through inspections (there were inspection conclusions until 2017) due to the investment in infrastructure for projects in progress, not yet finalized. In this matter, the Company will review the tax policy from time to time from the project's inception until now to adjust accordingly
4- Issues related to long-term work in progress in note 11 of the note to the consolidated financial statement are as follows:
4.1- Auditor's opinion: The balance of items: production cost, long-term work in progress on June 30, 2020 is VND 75,308,837,424 (on January 1, 2020: VND 75,408,720,687). The Company did not carry out inventory for this item at the time of 01 Jan 2020 and 30 Jun 2020. Through our review procedures, we are unable to obtain sufficient appropriate evidence to determine the existence and completeness of this item and the effect this matter on the items involved in the consolidated semi-annual financial statement 

* Company’s explanation: The Company made an inventory of long-term work in progress according to the books at the end of the period, however at the time of inventory, no witness of the auditor, but we guarantee that it was properly recorded according to the fact arising for this item

4.2- Auditor's opinion: In note 39 of the note to the consolidated semi-annual financial statement, the Company is presenting information on guarantee and collateral with assets to Cadovimex Seafood Import - Export And Processing Joint Stock Company No.2 and Seafood and Hoang Long Seafood Processing One Member Limited Company, these companies are related parties controlled by key members of the Company. Through the implemented procedures, we are unable to evaluate the contingent liabilities that may arise from these transactions and their effect on the consolidated semi-annual financial statement 
* Explanation of the Company: This issue was approved by the annual General Meeting of Shareholders with voting rate of 100%

4.3- Auditor's opinion: In note 17 of the note to the consolidated semi-annual financial statement, the Company is presenting the balance of the deferred revenue of Dong Thap Agricultural Construction Project Management Board with an amount of VND 3,306,069,000, this is the amount paid by the investor for the works that were tested, accepted, completed and put into use, however, the Company did not recognize revenue, cost and payables to the State’s budget respectively. This made the target "short-term deferred revenue" reflect an excess and the "undistributed after-tax profit" missed on June 30, 2020 and January 1, 2020 in the consolidated semi-annual financial statement with an amount of VND 193,323,455 
* Explanation of the Company: If the Company recognized revenue and cost as proposed above, after clearing, the payables to the State budget as well as the target "undistributed after-tax profit" reflecting the lack of money of VND 193,323,455. The Company will fix this problem in the shortest time

5- Auditor's opinion: According to note 04 of the note to the consolidated semi-annual financial statement, the value of the investment in Thanh Thy Production, Trade and Service Co., Ltd on June 30, 2020 was VND 130,816,526,825 (on January 1, 2020: VND 130,828,098,281), in which the commercial advantage was VND 108,712,056,000. Through the implemented procedures, we cannot assess the loss (if any) to this investment and the impact of this matter on the consolidated semi-annual financial statement 
* Explanation of the Company: The investment in Thanh Thy Production Trading Service Co., Ltd was the value of land use right MD4-2 in Phu My Hung urban area with the above amount from 2007 up to now, due to an objective factor, in the past years, it was necessary to complete the procedures for the issuance of red books (certificates of land use right) and at present, the legal procedures for construction are being completed at the State agencies. Therefore, the construction has not deployed to put into operation

The Company undertakes that the above information explained above is true and is fully responsible before the law for the content of the above information.
