
 
 
 

  

 
5 September 2019 
 
Mr Neel Bhowmick 
Adviser, Listings Compliance 
Australian Securities Exchange 
 
Dear Neel 
 
Silver Heritage Group Limited (the ‘Company’) – Responses to ASX Queries 
 
We refer to your letter of 6 June 2019 and the subsequent emails and discussions between you 
and the Company during June, July and August 2019 regarding the Company’s annual financial 
report for the year ended 31 December 2018.  
 
Please find our responses below to the questions raised in your letter and your subsequent 
emails. 
 
1. Is the Company able to confirm in the Directors’ opinion, the Financial Report: 

a. complies with Accounting Standards; and 
b. gives a true and fair view of the financial performance and financial position of the 

Company? 
 
The Company is able to confirm that in the Directors’ opinion, the Financial Report complies 
with Accounting Standards and gives a true and fair view of the financial performance and 
financial position of the Company, as outlined in the directors’ declaration accompanying the 
Financial Report. 
 

2. Given the Disclaimer of Opinion provided by the auditor relates to the auditor’s inability to 
obtain sufficient appropriate audit evidence to determine whether the full extent of the 
irregular transactions have been identified, or whether further adjustments were necessary 
to the Financial Report, please provide details as to how the Company has satisfied itself 
that the full extent of irregular transactions have been identified and no further 
adjustments were necessary? 

 
Upon discovery of the irregular transactions (Accounting Irregularities), the Company 
immediately commenced an initial internal investigation to ascertain the nature of the 
Accounting Irregularities. As disclosed in the Company’s announcement of 1 March 2019, the 
Company’s Board and auditors were immediately notified following the completion of this 
initial investigation.  

 



 
 
 

  

Following the completion of the initial investigation and consultation with the Company’s 
auditors, a more comprehensive investigation was conducted in order to ascertain the full 
impact of the Accounting Irregularities with a view to providing sufficient information to the 
Company’s auditors in order to finalise the audit of the financial statements for the year 
ended 31 December 2018 (Financial Statements). The investigation included (among other 
things) interviews of management and staff based both in Nepal and in Hong Kong, reviewing 
the processes and procedures of the Company’s external accountants in Nepal, and reviewing 
supplier invoices and correspondence along with other documentary evidence.   
 
Based on these investigations, the Company has found no evidence of any Accounting 
Irregularities other than those that have already been identified and disclosed in the Financial 
Statements and is of the view that the full extent of the irregular transactions that formed 
the Accounting Irregularities have been identified, and that no further adjustments to the 
Financial Statements are necessary. 

 
3. Please explain why the auditor was unable to obtain sufficient audit evidence to satisfy 

itself that no further adjustments were necessary to the Financial Report. 
 

The Accounting Irregularities involved the Company’s previous external accounting firm, 
seventeen third-party suppliers (who, apart from transactions forming part of the Accounting 
Irregularities, provided minimal supplies to the Company’s Nepal operations), and a member 
of the Company’s head office finance team, who was dismissed in March 2019 following the 
Company’s investigation into the Accounting Irregularities.  
 
The accounting firm was contracted for the provision of accounting services to the Company’s 
Nepal subsidiaries including but not limited to preparing the annual budget, monitoring and 
evaluating progress, administering daily finance and accounts, assessing financial policies and 
manuals, assisting on internal and external audit and tax matters and preparing other financial 
reports as may be required. In conjunction with the aforementioned third-party suppliers, the 
accounting firm provided documents which falsely stated the nature of supplies purchased. 
As a result, the usual methods in which the auditor would obtain audit evidence, such as 
confirmations from third-party suppliers, were seen by the auditor to be unreliable.  
 

Consequently, the auditor was unable to obtain sufficient audit evidence to meet the 
threshold required by Australian Auditing Standards to satisfy itself that no further 
adjustments were necessary to the Financial Report, but nor did it find any evidence that 
there were any further Accounting Irregularities in addition to those discovered by the 
Company. It should be noted that the Accounting Irregularities were discovered by the 
Company and then reported to the auditors. 



 
 
 

  

4. What steps does the Company intend to take to obtain an unqualified reviewed/audit 
report for future financial periods? 
 
The Company intends to work with its auditor to obtain an unqualified audit/review report 
for future financial periods based on the recommendations its auditor has made. In addition 
to the actions listed in Question 5 below, the Company will also present its property, plant 
and equipment in Nepal at fair value rather than historical cost.  
 
Due to the disclaimer of opinion in the financial statements for the year ended 31 December 
2018, the audit opinion for the 31 December 2019 financial statements will be qualified in 
respect of items other than the balance sheet as at 31 December 2019, as the auditor has not 
expressed an opinion on the financial statements for the year ended 31 December 2018.  
 
The financial statements for the year ended 31 December 2020 will similarly be qualified in 
respect of the comparative amounts for the year ended 31 December 2019. 
 
The Company expects to receive an unqualified audit report for the year ended 31 December 
2021. 
 
As announced by the Company on 28 June 2019, the Company has been advised that the 
Company’s auditors have indicated that upon the appointment of a new auditor they intend 
to resign as auditors of Silver Heritage, following their annual client review process.  
 
The company conducted an audit tender process in the latter part of 2018, the finalisation of 
which was put on hold following the discovery of the accounting irregularities and will 
recommence discussions with participating firms in due course. 

 
5. What steps does the Company intend to take or has taken to ensure no further irregular 

transactions arise? 
 

Following the discovery of the Accounting Irregularities, the risk management and internal 
compliance and control system of the Company has been further strengthened in order to 
detect and prevent these events occurring in the future. The Company also notes that the 
Accounting Irregularities, whilst a serious matter, only resulted in an additional expense for 
the year ended 31 December 2018 of US$54,000 which is less than 0.2% of total expenses for 
the year. 
 
The Company has engaged a well-respected accounting firm in Nepal to perform a diagnostic 
review of its operations in Nepal and replace the existing external accounting firm that was 
involved with the Accounting Irregularities. In addition, the Company has also dismissed the 
former Chief Financial Officer, who was dismissed in March 2019 following the Company’s 



 
 
 

  

investigation into the Accounting Irregularities, who, as far as the Company is aware, was the 
only internal employee knowingly involved in the Accounting Irregularities. 
 
The Company has ceased arrangements with 16 of the 17 suppliers involved in the Accounting 
Irregularities and undertaking a process to replace the last supplier. 
 
The Company has also appointed as an interim step a General Manager - Corporate, to 
provide additional oversight in relation to the Company’s Nepal operations, and to help 
manage the transition from the previous accounting firm in Nepal to the replacement 
accounting firm in Nepal, which has now been completed. Following this transition, the 
General Manager – Corporate has now been appointed as Country Head – Nepal, as 
announced on 27 August 2019. 
 

6. Does the Company consider that the financial condition of the Company is sufficient to 
warrant continued listing on ASX in accordance with the requirements of listing rule 12.2? 
In answering this question, please explain the basis for this conclusion. 

At present, the Company considers that its financial condition is not sufficient to warrant 
continued listing on ASX in accordance with the requirements of listing rule 12.2 on the basis 
that it is in the process of considering a sale of the Company’s Nepal operations, as 
announced on 31 July 2019, which are its only remaining operations following the cessation 
of operations in Vietnam in 2019 and the cessation of the Company’s EGM operations in 
Cambodia and Laos in 2018. 
 
The directors have considered the operational status and funding requirements of the 
Company and believe it is now appropriate for the Company’s financial statements to be 
prepared on a realisation basis, that is, a non-going concern basis, reflective of the sale 
process currently being undertaken. 
 
Concurrent with the potential sale process, the Company continues to pursue options in 
terms of obtaining additional funding in order to execute its long-term strategy. Should the 
sale of the Company’s operations in Nepal not proceed and the Company obtains additional 
capital, the Company would be in a position to meet the requirements of listing rule 12.2 and 
would seek to resume trading on completion of the raising of this additional capital and the 
financial statements of the Company would return to being prepared on a going concern 
basis. 

 
  



7. If the answer to question 6 is “No”, please explain what steps the Company has taken, or
proposes to take, to warrant continued listing on ASX in accordance with the requirements
of listing rule 12.2.

See response in question 6.

8. Please confirm that the Company is in compliance with the listing rules and, in particular,
listing rule 3.1.

The Company confirms that it is in compliance with the listing rules, and, in particular, listing
rule 3.1.

9. Please confirm that the Company’s responses to the questions above have been authorised
and approved in accordance with its published continuous disclosure policy or otherwise by
its board or an officer of the Company with delegated authority from the board to respond
to ASX on disclosure matters.

The Company confirms that its responses have been authorised and approved by its Board of
Directors.

Yours faithfully 

Kim Clark 
Company Secretary 
Silver Heritage Group Limited 
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6 June 2019 
 

Ms Kim Clark 
Company Secretary 
Boardroom Pty Limited 
Suite 44, Level 5, 320 Adelaide Street 
Brisbane QLD 4000 
 
By email: kim.clark@boardroomlimited.com.au 

Dear Ms Clark 

Silver Heritage Group Limited (the “Company”) 

We refer to the Company’s annual financial report for the year ended 31 December 2018 (the “Financial 
Report”), released to ASX Limited (“ASX”) on 31 May 2019 in which the auditor’s report states: 

“Disclaimer of Opinion 

We were engaged to audit the financial report of Silver Heritage Group Limited (the Company) and its 
subsidiaries (the Group), which comprises the consolidated statement of financial position as at 31 
December 2018, the consolidated statement of comprehensive income, consolidated statement of changes 
in equity and consolidated statement of cash flows for the year then ended, and notes to the consolidated 
financial statements, including a summary of significant accounting policies, and the directors' declaration.  

We do not express an opinion on the accompanying financial report of the Group. Because of the 
significance of the matter described in the Basis for Disclaimer of Opinion section of our report, we have not 
been able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on this 
financial report. 

Basis for Disclaimer of Opinion 

The financial records of the Group’s operations in Nepal, comprising the Tiger Palace Resort, Bhairahawa and 
The Millionaire’s Club and Casino, Kathmandu, were found to include a number of accounting irregularities 
which were discovered and reported to us by the Group. These irregularities comprised primarily of 
transactions in the local subsidiary accounts that were represented as expenses and capital purchases but 
were in substance found to be artificial. These transactions were investigated by the Group, however we were 
unable to obtain sufficient appropriate audit evidence to determine whether the full extent of the irregular 
transactions have been identified, or whether further adjustments were necessary in respect of the Group's 
assets, liabilities, income and expenses for the year, and the elements making up the consolidated statement 
of changes in equity and the consolidated cash flow statement.” 
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Relevant listing rules and guidance 

We also refer to the following: 

• Listing rule 3.1, which requires an entity, once it becomes aware of any information concerning it that a 
reasonable person would expect to have a material effect on the price or value of the entity’s securities, 
to immediately tell ASX that information.  
  

• Listing rule 12.2, which states that an entity’s financial condition (including operating results) must, in 
ASX’s opinion, be adequate to warrant the continued quotation of its securities and its continued listing. 

 
• Listing Rule 19.11A, which requires accounts given to ASX under the requirements of the listing rules, to 

be prepared to Australian accounting standards and if the entity is a foreign entity the accounts may be 
prepared to other standards agreed by ASX. 

 
Request for Information 

In light of the information contained in the Financial Report and having regard to the listing rules referred to 
above, please respond to the following questions and requests for information:  

1. Is the Company able to confirm that in the Directors’ opinion, the Financial Report: 
 
(a) complies with Accounting Standards; and 

(b) gives a true and fair view of the financial performance and financial position of the Company? 

2. Given the Disclaimer of Opinion provided by the auditor relates to the auditor’s inability to obtain 
sufficient appropriate audit evidence to determine whether the full extent of the irregular 
transactions have been identified, or whether further adjustments were necessary to the Financial 
Report, please provide details as to how the Company has satisfied itself that the full extent of 
irregular transactions have been identified and no further adjustments were necessary? 

3. Please explain why the auditor was unable to obtain sufficient audit evidence to satisfy itself that 
no further adjustments were necessary to the Financial Report. 
 

4. What steps does the Company intend to take to obtain an unqualified reviewed/audit report for 
future financial periods? 
 

5. What steps does the Company intend to take or has taken to ensure no further irregular 
transactions arise? 
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6. Does the Company consider that the financial condition of the Company is sufficient to warrant 
continued listing on ASX in accordance with the requirements of listing rule 12.2? In answering this 
question, please explain the basis for this conclusion.  

7. If the answer to question 5 is “No”, please explain what steps the Company has taken, or proposes 
to take, to warrant continued listing on ASX in accordance with the requirements of listing rule 12.2. 

8. Please confirm that the Company is in compliance with the listing rules and, in particular, listing rule 
3.1.  

9. Please confirm that the Company’s responses to the questions above have been authorised and 
approved in accordance with its published continuous disclosure policy or otherwise by its board or 
an officer of the Company with delegated authority from the board to respond to ASX on disclosure 
matters. 

 
When and where to send your response 

Your response should be sent to me by e-mail at ListingsComplianceSydney@asx.com.au.  It should not be 
sent to the Market Announcements Office. 
 
Unless the information is required immediately under listing rule 3.1, a response is requested as soon as 
possible and, in any event, no later than 9.30am AEST on Wednesday, 12 June 2019. 
 
Please note that ASX reserves the right, under listing rule 18.7A, to release this letter and the Company’s 
response to the market.  Accordingly, please prepare your response in a form suitable for release to the 
market. 
 
If you have any queries regarding any of the above, please let me know.  
 

Yours sincerely 

[Sent electronically without signature] 

Neel Bhowmick 
Adviser, Listings Compliance (Sydney) 
 

CC:  ben.watiwat@silverheritage.com.au 
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