ILS: Explanation for the Auditor’s qualified opinion in the semi-annual separate and consolidated financial statements of 2020
On 28 Aug 2020, International Investment Trade and Service Joint Stock Company explained the Auditor’s qualified opinion in the semi-annual separate and consolidated financial statements for the accounting period from 01 Jan 2020 to 30 Jun 2020 as follows:

1. Regarding the reviewed separate financial statement for the accounting period from 01 Jan 2020 to 30 Jun 2020 No.528/2020/UHY-BCSX dated 27 Aug 2020, the Audit Company had the qualified opinion about the matters as follows:

“As stated in the Note No.5, Note No.6, Note No.11 and Note No.14 of the notes to the financial statement, on 30 Jun 2020, the Company did not assess the ability to recover the debts inclusive of receivables from customers, other receivables, prepayments to suppliers and short-term loan receivables with the amount of VND 59,492,029,506, VND 7,593,185,713, VND 5,683,756,713 and VND 659,800,000 respectively. Most of the above debts were handed over from International Investment Trade and Service One Member Company Limited to International Investment Trade and Service Joint Stock Company on 29 Nov 2016 according to the handover record dated 12 Feb 2018. We were unable to gather appropriate audit evidence regarding the Board of General Managers' assessment of the ability to recover the above receivables. Therefore, we could not determine whether a provision for doubtful debts is necessary; and whether adjustments to the related items are necessary. 
We have not gathered the investment value confirmation as well as the financial statements of some investments in associates and joint ventures, other investments with the value of VND 31,461,295,368. Therefore, we could not determine whether a provision for devaluation of investments in these companies is necessary; and whether adjustments to the related items are necessary.

As stated in Note No.13.2 of the notes to the financial statement, according to the Resolution No.12/NQ-HDQT and the Decision No.15A/QD-HDQT dated 11 Jun 2020 of Board of Directors of International Investment Trade and Service Joint Stock Company on approving the transaction on transferring 10,800,000 shares held by International Investment Trade and Service Joint Stock Company at Tay Ninh Logistics Joint Stock Company, the Company reduced this investment in the first 6 months of 2020. However, on 23 July 2020, the Company just completed the liquidation of transfer contracts and was confirmed by Tay Ninh Logistics Joint Stock Company to have 450,000 shares at that date. This recognition made value of the investment decrease and the item receivables from customers on the balance sheet as at 30 Jun 2020 increase by VND 108 billion.”
2. Regarding the reviewed consolidated financial statement for the accounting period from 01 Jan 2020 to 30 Jun 2020 No.530/2020/UHY-BCSX dated 28 Aug 2020, the Audit Company had the qualified opinion about some matters as follows: 
“As stated in the Note No.9, Note No.7, Note No.12 and Note No.14 of the notes to the financial statement, on 30 Jun 2020, the Company did not assess the ability to recover the debts inclusive of receivables from customers, other receivables, prepayments to suppliers and short-term loan receivables with the amount of VND 59,492,029,506, VND 7,593,185,713, VND 5,683,756,713 and VND 659,800,000 respectively. Most of the above debts were handed over from International Investment Trade and Service One Member Company Limited to International Investment Trade and Service Joint Stock Company on 29 Nov 2016 according to the handover record dated 12 Feb 2018. 
We were unable to gather appropriate audit evidence related to the assessment of the ability to recover the above receivables. Therefore, we could not determine whether a provision for doubtful debts is necessary; and whether adjustments to the related items are necessary. We have not gathered the confirmation record for the value of the investments in associates and joint ventures, other investments as well as financial statements of these companies, with the investment value of VND 31,461,295,368. Therefore, we could not determine whether a provision for devaluation of the investments in these companies is necessary; and whether adjustments to the related items are necessary.
The investments in associates were stated by the Company under the historical price method, not under the equity method as regulated due to the lack of sufficient financial statements for the accounting period from 01 Jan 2020 to 30 Jun 2020 of these companies. 
As stated in Note No.13.2 of the notes to the financial statement, according to the Resolution No.12/NQ-HDQT and the Decision No.15A/QD-HDQT dated 11 Jun 2020 of Board of Directors of International Investment Trade and Service Joint Stock Company on approving the transaction on transferring 10,800,000 shares held by International Investment Trade and Service Joint Stock Company at Tay Ninh Logistics Joint Stock Company, the Company reduced this investment in the first 6 months of 2020. However, on 23 July 2020, the Company just completed the liquidation of transfer contracts and was confirmed by Tay Ninh Logistics Joint Stock Company to have 450,000 shares at that date. The Company’s recognition made value of the long-term investment decrease and the item receivables from customers on the balance sheet as at 30 Jun 2020 increase by VND 108 billion.

Operating expenses in progress of the bidding package No.11 of Interserco My Dinh Joint Stock Company at the value of VND 1.283 billion since before 2014 of the Company has not been liquidated and being considered for provision.”
3. The Company’s explanation: 

· Regarding the content on making provisions for overdue, doubtful receivables, the Company has not made the provisions according to the Circular No.228/2009/TT-BTC dated 07 Dec 2009 of the Ministry of Finance because the Company determined that those revenues are not doubtful debts, so the Company has not made provisions.
· Regarding the investments to joint ventures and associates, and other investments, the Company has not compared and confirmed because some companies have been suspending its business operation.
· Regarding the investments to associates which are presenting by the Company under the historical price method, not under the equity method, the Company has not gathered the financial statements for the accounting period from 01 Jan 2020 to 30 Jun 2020 because these companies have been suspending its business operation. The Company presented the investments to associates under the historical price method.
· Regarding the operating expenses in progress at the bidding package No.11 of Interserco My Dinh Joint Stock Company since before 2014 of the Company which has not been liquidated and was being considered for provision because Interserco My Dinh Joint Stock Company is working with Hanoi Urban Environment One Member Company Limited (URENCO) to complete the settlement profiles for the bidding package No.11.
