PRT: Explanation for the reviewed semi-annual financial statement of 2020

On 15 Aug 2020, Binh Duong Producing and Trading Corporation explained the reviewed semi-annual financial statement of 2020 of the Corporation as follows:
I. Explanation for the Auditor’s qualified opinion in the semi-annual financial statement of 2020:

1. As stated in the Notes No.08 and 34a of notes to the semi-annual separate financial statement, the receivables from partners arising from the transactions on cancellation of contracts of transfer of shares of Tan Thanh Investment and Development Joint Stock Company in 2019 with the balance as at 30 Jun 2020 is VND 417,713,536,000, including the receivables from Hung Vuong Joint Stock Company of VND 182.713 billion and the receivables from Mr. Dang Cong Thanh of VND 235 billion. By the time of issuing this financial statement, the Corporation has fully recovered the receivables from Mr. Dang Cong Thanh with the amount of VND 235 billion (see details in the Note 38); the receivables from Hung Vuong Joint Stock Company of VND 182.713 billion have not been recovered. With the evidence gathered, we have carried out the necessary review procedures but have been unable to assess the recoverability of this receivables as well as the impact of this matter on the attached semi-annual separate financial statement.

Explanation: According to the agreement to cancel the share transfer contracts, Hung Vuong Joint Stock Company made a commitment to pay no later than 30 Jun 2020. Due to being affected by the epidemic situation domestic and abroad, Hung Vuong Joint Stock Company has sent a written request to extend the payment time until 30 Dec 2020. Therefore, the Auditor was unable to assess the recoverability of this receivables as well as the impact of this matter on the attached semi-annual separate financial statement.
2. According to the contents in the Notes No.08 and 34a of notes to the semi-annual separate financial statement, as at 30 Jun 2020, the Corporation has presented the receivables from Tan Phu Construction Investment Company Limited with the amount of VND 87.986 billion. This is the increase difference due to the recalculation of unit price of transferring the land use right at the 43 ha land area, under Binh Duong Industrial - Service - Urban Complex, Hoa Phu Ward - Thu Dau Mot City - Binh Duong Province with the total value of VND 125.694 billion paid in advance by the Corporation to the account of Binh Duong Party Committee Office in 2019. In which, the amount of VND 37.708 billion, equivalent to 30%, of the Corporation was confirmed by the Binh Duong Provincial Party Committee to reduce other liabilities; the remaining amount of VND 87.986 billion, equivalent to 70%, the Corporation is monitoring the receivables from Tan Phu Construction Investment Co., Ltd on the item “other receivables”. This amount is related to the period before equitization; the Corporation has been negotiating with partners to definitely handle this debt. With the conducted review procedures, we could not gather the sufficient evidence required to draw a conclusion about the existence and adequacy of the receivables and related transactions. Therefore, we were unable to assess the impact of this matter on the attached semi-annual separate financial statement.

Explanation: the Corporation temporarily paid on behalf of Au Lac Joint Stock Company (a shareholder holding 70% of charter capital of Tan Phu Construction Investment Company Limited) the increase difference according to the price list prescribed by People's Committee of Binh Duong Province in 2016 when transferring 43ha of Binh Duong Industrial - Service - Urban Complex. However, the recognition of these receivables has not been confirmed by Tan Phu Construction Investment Company Limited. Therefore, the Auditor believed that there was no basis to record this receivables for Tan Phu Company.
3. According to the contents presented in the Note No.36a of notes to the semi-annual separate financial statement, related to land transfer and cancellation of land transfer contracts to Phat Trien Company Limited, the Corporation retrospectively adjusted for the State-owned period before equitization. With the conducted review procedures, we could not gather the sufficient evidence required to draw a conclusion about the accuracy of contract cancellation transactions and the retrospective adjustment for the period before equitization above as well as the impact of this matter on the attached semi-annual separate financial statement.
Explanation: related to cancellation of the contracts with Phat Trien Company Limited, the Corporation refunded the full amount of VND 30 billion paid by the Phat Trien Company Limited for the implementation of the contracts and its appendices. All arising operations and a profit of VND 70.919 billion recorded in the State-owned enterprise period were adjusted retrospectively by the Corporation to reduce the profit payable to the State Budget. The balance of the “taxes and payables to the State” after being adjusted to reduce the profit of VND 70.919 billion was confirmed by the Provincial Party Committee Office on 30 Jun 2020, but the official document on agreeing on clearing the amounts payable to the State Budget has not been issued. Now, this matter is waiting for implementation guidance from the competent authorities and will be considered and handled according to the decision of the competent authorities, so the Auditor had no basis for an opinion on reducing the amount payable to the State Budget to the Provincial Party Committee Office.
4. According to the contents presented in the Note No.36b of notes to the semi-annual separate financial statement, related to transferring land to An Binh Joint Stock Company, as at 30 Jun 2020, the Corporation has presented the receivables related to the contract on land expense compensation and land transfer arising before the period of equitization with the amount of VND 65 billion. On 14 Nov 2019, the People’s Committee of Binh Duong Province issued the Decision No. 3379/QD-UBND on revoking the Decision on allowing An Binh Joint Stock Company to rent land with one-off payment for the entire lease term in Phu Loi ward - Thu Dau Mot city - Binh Duong province. With the evidence gathered, we have conducted necessary review procedures, but have been unable to assess the recoverability of this receivables as well as the impact of this matter on the semi-annual separate financial statement attached.
Explanation: 

In 2016, Binh Duong Producing and Trading Corporation - One member Co., Ltd signed a contract to pay compensation for investment in land and land transfer dated 15 Aug 2016 with An Binh Joint Stock Company. On 25 Aug 2016, Binh Duong Party Committee issued the Official Dispatch No. 457-CV/TU on approving the proposal to allowing the Corporation to transfer 15 ha of land in Phu Loi ward - Thu Dau Mot city - Binh Duong province to An Binh as warehouse to serve production and business.
On 22 Dec 2016, the People's Committee of Binh Duong Province issued the Decision No. 3536/QD-UBND on acquisition of land managed by Binh Duong Producing and Trading Corporation - One member Co., Ltd to lease to An Binh Joint Stock Company under the one-off payment for the entire lease term in Phu Loi Ward - Thu Dau Mot City. The Corporation recognized the arising economic operations related to this transaction in the period of before equitization. On 01 Jan 2019, the Corporation recorded the receivables from An Binh Joint Stock Company with the amount of VND 65 billion; the time limit of recovery of this receivables depended on the progress of land transfer procedures of the competent authorities.
However, on 14 Nov 2019, the People's Committee of Binh Duong Province issued the Decision No. 3379/QD-UBND on revoking the Decision No. 3536/QD-UBND dated 22 Dec 2016 of the Provincial People’s Committee mentioned above. However, at the time of issuing this financial statement, the departments have not had specific guidance on handling of this matter.
Because of the above mentioned uncertain factors related to the recoverability of the receivables from An Binh Joint Stock Company (65 billion), the Auditor was unable to assess the recoverability of this debt.
5. According to the contents presented in the Note No.36c of notes to the semi-annual separate financial statement, in the period before equitization, the Corporation transferred the right to implement the project Go Chai Planning Area to U&I Real Estate Joint Stock Company under the approval of Binh Duong Party Committee, and was monitoring the receivables from U&I Real Estate Joint Stock Company of VND 204.512 billion (the Note No.5). However, by the time of issuing this financial statement, the transfer of land area has not been implemented; and the parties have not completed legal procedures to transfer the right to implement the project and have not agreed on the time limit for payment. Therefore, the Corporation has not completed assessing the recoverability of this receivable. With the evidence gathered, we have conducted necessary review procedures, but have been unable to assess the accuracy of this transaction, the recoverability of this receivable as well as the impact of this matter on the attached semi-annual separate financial statement.
Explanation: The Corporation recognized revenue and profit from the transfer of the land area in the period before equitization and recorded the receivable from U&I Real Estate Joint Stock Company as at 30 Jun 2020 as VND 204.512 billion.
Up to now, the Corporation has not handed over the field boundary of Go Chai Planning Area to U&I Real Estate Joint Stock Company for the part compensated by the Corporation (23.64 ha). Therefore, U&I Real Estate JSC has not been able to take over the project yet and continue to implement the project as approved and in the period, according to the Resolution No. 27/NQ-HDQT dated 05 May 2020, Board of Directors of the Corporation approved the proposal to cancel the contract on land transfer with U&I Real Estate Joint Stock Company and refund the amount paid by U&I Company. The Corporation will reduce the revenue from transfer of real estate accounted into the period before equitization and re-settle the amount that the Company is required to pay to Binh Duong Party Committee. Therefore, the Auditor was unable to assess the ability to continue recovery of this receivable from U&I Real Estate Joint Stock Company.
6. Regarding the transaction on capital contribution to Tan Thanh Development Investment Joint Stock Company, as stated in the Note No. 34c of notes to the semi-annual separate financial statement, we could not gather sufficient necessary evidence to affirm the value and accuracy of the transaction on capital contribution to Tan Thanh Investment and Development Joint Stock Company and to calculate the related capital advance interest. Therefore, we have not assessed this impact of this matter on the attached semi-annual separate financial statement.
Explanation: the temporarily calculated interest (115 billion) under the agreement between the Corporation and Tan Thanh Development Investment Joint Stock Company is based on the loan of VND 144 billion incurred before the change into a joint stock company and not settled when equitizing the Corporation. Therefore, the Auditor was unable to assess the suitability of this loan interest.
7. According to the contents presented in the Note No. 34d of notes to the semi-annual separate financial statement, on 08 Apr 2020, the investigation authority prosecuted the former key leaders of the Corporation on the management and use of State assets in the period before equitization. With the conducted review procedures, we were unable to gather sufficient evidence to assess the impact of the above mentioned matter on the attached semi-annual separate financial statement.
Explanation: the case is related to management in the period before equitization, has concluded yet, so the Auditor was unable to assess the impact of this matter on the attached semi-annual separate financial statement.
8. According to the contents presented in the Note No. 15 of notes to the semi-annual separate financial statement, as at 31 Dec 2019, the Corporation has presented the value of real estate investment held for the purpose of waiting for price increase. It is the land use right with a total value of VND 78 billion in Dong Tu Street - Lai Thieu Ward - Thuan An Town - Binh Duong Province with an area of ​​10,547 square meters. This real estate investment was purchased before the official change into a joint stock company. Until 30 Jun 2020, the procedures for transferring the certificate of land use right to the Corporation has not been completed. With the audit procedures conducted, we were unable to assess the impact of the above mentioned matter on the attached semi-annual separate financial statement.
Explanation: The Corporation paid for the purchase of real estate worth VND 78 billion but has not yet registered to transfer name from the previous owner. This land is used for production and business but the Corporation has not had a business plan yet. Therefore, the Department of Natural Resources and Environment has not approved to transfer the use of this land to the Corporation. As a result, the Auditor was unable to assess the Corporation's land use right.
II. Explanation for the difference in the profit after tax of the first 6 months of 2020 before and after review:
Reason: the additional provision for the financial investment into Dau Tieng - Viet Lao Rubber Joint Stock Company and the recognition of the retained profit payable from the operating result of 2018, 2019 of Protrade International One Member Company Limited.
