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I .Auditor’s Opinion
Auditor’s Opinion
ToHuanggang Urban Construction and Investment Company

We have audited the special purpose financial statements (from page 5 to
page 19) of Huber Huanggang Urban Environment Improvement Project
financed by the Asia Development Bank, which comprise the Balance
Sheet as of December 31, 2015, the Summary of Sources and Uses of
Funds by Project Component, the Statement of Implementation of Loan
Agreement and the Special Account Statement for the year then ended,
and Notes to the Financial Statements.

Project Entity and Hubei Provincial Finance Department's
Responsibility for the Financial Statements

The preparation of the Balance Sheet, the Summary of Sources and Uses
of Funds by Project Component and the Statement of Implementation of
Loan Agreement is the responsibility of your entity, while the preparation
of the Special Account Statement is the responsibility of Hubei Provincial
Finance Department, which includes:

1. Preparing and fair presenting the accompanying financial statements in
accordance with Chinese accounting standards and system, and the
requirements of the project loan agreement;

ii. Designing, implementing and maintaining necessary internal control to
ensure that the financial statements are free from material misstatement,
whether due to fraud ot error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements
based on our audit. We conducted our audit in accordance with the
Government Auditing Standards of the People’s Republic of China and
International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers
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internal control relevant to the entities’ preparation and fair presentation
of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is appropriate and
sufficient to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements identified in the first paragraph
present fairly, in all material respects, financial position of Huanggang
Urban Environment Improvement Project Project Financed by the Asia
Development Bank as of December 31, 2015, its financial receipts and
disbursements, the project implementation and the receipts and
disbursements of special account for the year then ended in accordance
with Chinese accounting standards and system, and the requirements of
the project loan agreement.

Other Matters

Because the project failed to apply for withdrawal to the ADB in 2015, we
do not express our opinion on the withdrawal.

The audit report consists of the Auditor’s Opinion and two more parts
hereinafter: Financial Statements, Notes to the Financial Statements, and
Audit Findings and Recommendations.

Hubei Provincial Audit Office
June 30, 2016

Address: No. 1 Chagang Road, Wuhan City, Hubei Province, P.R. China
Postcode: 430071

Tel.: 86-027-87236025

Fax: 86-027-87252502

The English translation is for the convenience of report users; Please take
the Chinese audit report as the only official version.
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II. Financial Statements and Notes to the Financial Statements
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1. Balance Sheet

BALANCE SHEET
2015412 Al 31 H
(As of December 31, 2015)

TE AR NI RARATAT 5 3008 PR 7 335 42 46 B35 B
Project Name: Huanggang Urban Enviromment Improvement Project Financed by the Asia Development Bank

GoiR L. 2 W TR T R A PR ] wHEf ARTL
Prepared by: Huanggang Urban Construction and Investment Company Currency Unit: RMB Yuan
5 oo g ik — P - ik o
oo N L Litii LUEIEs H A B A Li B HiAcs
Application of Fund No Beginning Balance | Ending Balance Sources of Fund T\}:‘e Beginning Balance | Ending Balance
B . - I ke A
e I | 9588241553 T}\lHI%JNiLL iation | 28
Total Project Expenditures ARSI atal Froject Appropriation 5 1.770,000.00
Funds
] ] L BHEASHAG ALK
e ) _ ML e i
Fixed Assets Transferred i Smjelc Apital.and:Lapia = 103,000,000.00
urplus

A Ml ] = 1]

2. fﬁ%%lillk.h 7 —
Construction Expenditures 3 - i Ieluding. G 30
to be Disposed ncluding: Grants

3. Bl x = HA R 3 550,357
Investments Transferred-out E ] Total Project Loan g 357.947.68
4 FRTE 1. T H Bk
Cotistietion i Progies 5 - 95,882.415.53 Total Project Investment | 32 - 550,357,947.68
Loan
o L A BB AR = (1) EAMEx 5
Investment Loan Receivable i ] Foreign Loan ) S
JCr s Ay R A7 DK 4 i
Including: World Bank 7 = = lir:crltdizj fgidﬂ'ﬁ* 34 y .
Investment Loan Receivable ’
S R RTB AT FE e M A
Appropriation of Investment 8 - - iT 35 - -
Loan IBRD
Horp R AT AT O W IT BT
Including :Appropriation of 9 - - AbB P 36 - 50,357,947.68
World Bank Investment Loan
TN, N | ] A B - X
Equipment Co- Financing i
e e BB bR i
Including: Equipment Losses 11 - . el .M 38 - 500,000,000.00
i1y Suspenise Domestic Loan
In. Bl 2. HAb K
Total Cash and Bank ke k AL2aA0.61458 Other Loan 32 i B
Cash in Bank 13 - 512,573, 811.58 Appropriation of 40 - -
Investment Loan
S NG 17 3 AT e
i R BaL AL 14 - 50,357,947.68 Including: World Bank 41 - -
Loan
2. M4 18 ) 16,803.00| 1., fdbfiid¥E 4 i
Cash on Hand Bond Fund i i

Ji#4: (To be continued)
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Total Application of Fund

Total Sources of Fund

A
A T RS .
. A ) 16 46.409,514.00 Construction Expenditures | 43 - :
Total Prepaid and Receivable
to be Offset
JErv W A T DR, :
, o L MKl
Including: ADB Loan Interest 17 = # 44 = -
; Total Payable
Receivable
IS D R G B JErpe WA EA T DR EOR] L
ADB Loan Commitment 18 = o Including: ADB Loan 45 o -
Fee Receivable Interest Payable
DA EAT DY i 0l
W KR 40 HD e
ADB Loan
ADB Loan Service- Fee 19 = = 46 * -
. Commitment Fee
Receivable
Payable
DA AT DERKCEE Gt 1]
L. ATfirirdE o
. 20 = i 47 = =
Marketable Securities ADB Loan Service Fee
Payable
Ao BT il Ao RARA
i )L)TAJ (BN 2 | 24540357 v RS 48 : }
Total Fixed Assets Other Payables
5 P I WTIN T
I”_ JE T T 2 d 245.403.57 yiF 2k - J.-i:_l, 49 1 )
Fixed Assets, Cost Appropriation of Fund
I BT .
+ B A ~
Less: Accumulated 23 = - . . 50 - i
. Retained Earnings
Depreciation
el 2 : 245,403.57 = :
Fixed Assets. Net
5 ¥ e . ] .
Fixed Assets Pending Disposal
R b R 4 K ” | _
Fixed Assets Losses in Suspense
B Nk Br A
vt 27 || 65512794768 e 51 || 655.127.947.68
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ii. Summary of Sources and Uses of Funds by Project Component

OH #F & (—)
SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT [

AIEZE 2015512 31 F
(For the period ended December 31, 2015 )

TUE A M TMNIFRRATH K H PR IE 5 6 IR B 0 E

Project Name: Huanggang Urban Enviromment Improvement Project Financed by the Asia Development Bank

GrdR BAr: N WO AR A R RHEM: ART G
Prepared by: Huanggang Urban Construction and Investment Company Currency Unit: RMB Yuan

A il
Current Period Cumulative
TG P T FilsEk
z e T AT e A skt il
& % e . . . -
Project Component ALl AR Current T Sk Hilszkam (-
Current Period Current Period : 451 A Cumulative
Period % Life of PAD (B lative Actual
Budget Actual o umulative Actua u,
Completed
Completed
ik 3/ Enny £555 " .
Tota] Sources of Funds 51540499500 | 655,127.947.68 127.1% 1,472,585.700.00 655.127,947.68 44.49%
v BRI N
SR Finarcii 215,250,000.00 | 50,357,947 68 23.4% 615.000,000.00 50,357,947.68 8.19%
ST o 4 47
! .,%ﬂg] KD 215250,000.00 |  50357,947.68 23.4% 615,000,000,00 50,357.947.68 8.19%
. ERSE .
Counterpart Financing 300,154,995.00 604,770,000.00 201.5% 857,585,700.00 604,770,000.00 70.52%
gramis el (RIMEH M)
Total Application of Funds ~ (by Project 515,404,995.00 95.882.415.53 18.6% 1,472,585.700.00 95.882,415.53 6.51%
Component)
1 A SRS VR R
Urban lake and river enhancement 326,808,790.00 - - 933,739.400.00 - =
2. [l RIS R )
Solid waste management 2,342,550.00 - - 6,693,000.00 N -
3. HEJU R ERUR gt
Capacity development and institutional 3,982,125.00 n = 11,377,500.00 - -
strengthening
T 1165 Wi 2
Land acquisition and demolition 64,339,765.00 50,903,900.00 79.12% 183,827,900.00 50,903.900.00 27.69%
compensation
5. AR o 50
s 117,931,765.00 44978,515.53 38.14% 336,947,900.00 4497851553 1335%
FE ST -
Difference = 559,245,532.15 m 2 559,245,532.15 -
1. WL
Change in Receivables - 46,409.514.00 - - 46,409,514.00 =
2. Pfl AL . z 2 -
Change in Payables - -
3. TRk sAEil .
Change in Cash and Bank - 512,590,614.58 - = 512,590,614 .58 -
Mo
4. 61},1; - 245 403.57 = - 245,403.57 =




HOE #E K ()
SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT 1I

A& ZE 20154 12 A 31 H
(For the period ended December 31, 2015)

TEAM: TN RBRITHEHE RN IRF S ST E
Project Name: Huanggang Urban Enviromment Improvement Project Financed by the Asia Development Bank
e W W T AR R A R

Prepared by: Huanggang Urban Construction and Investment Company

HhEin ART T
Currency Unit: RMB Yuan

T [132
Praject Expenditure
RN R CLAE (< g
Project Component iR Assets Transferred A TR
Cumulative Amount [ 58 % RE FoTB LA Work in Progress

Fixed Asset Current Asset Intangible Asset | Deferred Asset

Rt
Construction
Expenditures to be
Disposed

2 iR e
Investments
Transferred-out

L i R AR B

Urban lake and river enhancement < E & 2 2 2

2. [ RS SE RIS R A

Solid waste management

3. BEJrR AL g

Capacity development and institutional strengthening

4. MEMBIRIT Rt s

- - - - QG
Land acquisition and demolition compensation 50.903,900.00 50.903,900.00
H:fih 5%
5. Ji st 44 978 515.53 - - - = 44 978.515.53
Others
At
95,882.415.53 = = 5 5 95.882.415.53 2
Total
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iii. Statement of Implementation of Loan Agreement

AR M IT R R

BRI R HATRE ALK
STATEMENT OF IMPLEMENTATION OF LOAN AGREEMENT

AHAEZE 20154 12 A 31 E
(For the period ended December 31, 2015 )

B P IR 47 6 e B E
Project Name: Huanggang Urban Enviromment Improvement Project Financed by the Asia Development Bank
Grth e B IR R R A R E

Prepared by: Huanggang Urban Construction and Investment Company

wHEA: RUART T
Currency Unit: USD/RMB Yuan

e A A, g

15 TR A RS R
ES il Loan Amount Current-period Withdrawals Cumulative Withdrawals
Category e £t e AR FEIL Hré AR
uUsSD usD RMB usD RMB
1 H@TE
. 95,952,440.00
Civil Works
2. Pk
. . 2,097,560.00 &
Equipment and Materials
3. HifiR%
- y . 1,950,000.00 2
Consulting service
4. BRIk
) 7,755,012.27 50,357,57.68 7,755,012.27 50,357.947.68
Special Account
&t
;uo:all 100,000,000.00 7,755,012.27 50,357,947.68 7,755,012.27 50,357,947.68
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iv. Special Account Statement

T A K P # K

SPECIAL ACCOUNT STATEMENT

AHEE 2015412 A 31 8
(For the period ended December 31, 2015)

BEAR: TMFRRATAANRTHE TP ROEH: PEERRTRATEEX

GARETH 7

Project Name: Huanggang Urban Environment Depository Bank: Hubei Branch Construction
Improvement Project Financed by the Asia Bank of China Co., Ltd.

Development Bank K 5 42014861000220503255

%A 5F: 3168-PRC Account No. : 42014861000220503255
Loan No. 3168-PRC WHEME: XL

A Bk M ERT Currency: USD

Prepared by: The Finance Department of
Hubei Province

A Ay AN W RS
Part A-Account Activity for the Current Period

& W

Amount

LURIIE S

Beginning Balance

i
Add:

A AE AT [P1RR A0
Total Amount Deposited this Period by World Bank

7,754,613.00

ARSI AT M) 4D

Total Interest Earned this Period if Deposited in Special Account

409.27

AW RSO T S

Total Amount Refunded this Period to Cover Ineligible Expenditures

i
Deduct:

A A A
Total Amount Withdrawn this Period

AHIR BLAGTE ST (R 5 952

Total Service Charges this Period if not Included in Above Amount Withdrawn

10.00

LIES

Ending Balance

7,755,012.27

(J54E To be continued)
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B {iligr: T NI m

Part B-Account Reconciliation

a

Amount

1 EAT B A il

Amount Advanced by World Bank

7.754,613.00

7

Deduct:

=]

IR AT D A
Total Amount Recovered by World Bank

3. ACHILACT I 5 R A i
Outstanding Amount Advanced to the Special Account at the End of this

Period

7.754.613.00

4. T RIS A s

Ending Balance of Special Account

7,755,012.27

K :
Add:

L

- HEE ACHIIYLA U (H 8 2R o) e i

Amount Claimed but not yet Credited at the End of this Period

T 14
Application No.

6. MZE AIIAS 032 {5 v o PR SR <= 400
Amount Withdrawn but not yet Claimed at the End of this Period

~

- IR R (WERETE S M 6 #2)

Cumulative Service Charges (1f not Included in Item 5 or 6)

10.00

b

Deduct:

co

BB AN HIR 4

Interest Eamned (If Included in Special Account)

409.274

=l

- AN AT M IRAT B

Total Advance to the Special Account Accounted for at the End of this Period

7,754,613.00
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1. TEBEN

THFEARTRAERNBTREELRETERARE S A
3168-PRC, W EHAFELUEBHNR B MM EZLETIE. BERES
HIERAER. BN KXBRAVEEE 3NN, TEETABRE
WE K REFATHERK T RREHT, AWNERKREHRE, &
BAMBEBANLEH. NERERFZZETE. RAMET 2015 5
2 6 BH&IT, 20154 5 F 6 H 4%k, it 2020 45 6 A 30 H XK.
THWR EREAART 1,472,585,700.00 5, HP: FATHE
100,000,000.00 % 75, & AKT 615,000,000.00 6. ZE&H A 2015
2 F 2019 4,

2. WG G

BRI A R E (HRREA A ) fL 5T E KRR
REeRETENER, ENTETRKXNEETEASLE (LT EH
BUE 70 ) X BN E ZAHEHTE ME 5k, HRITHER, &K
WMERFEIFTEMBIT T RAKF WAT, MERFRBT &R H
FEECRETENTEREF. KL T E #RFL.

3. FELIHK

3.1 AT EREMBIAAL (DIHENDY. (GERZEG M 44 E
MEN (EHZEREMSHHEY X (HERITRETE 2 E H
EN (WMEBRF (20000 13 5 ) #4740 E, UARTHIDKAMTT,

32 AU AEHA 1A 1HAZE 12 A 31 BHik., KkaiH#E
G| EE N 2015F1 A1 HZE20154 12 A 31 H.

3.3 U MEUAGR A M EA, RAGEFILKE.

3.4 378 v B A R ARAT 2015 4E 12 F 31 B L%, B USD$1=A K
T 6.4936 IT,.

4. /A E



4.1 BLEH X H

2 Z 20154 12 A 31 B,5H Bt AR T 95,882,415.53 o,
bR BFIURIMN 6.51%. HA: fEHMAMER ARKT 50,903,900.00 T;
THER. KiE. BHEZX T FEART 1,099,994.38 70, E HEZA
B AR T 43,878,521.15 Jh.

4.2 B HK A
20154 12 A 31 H T RAEHANART 512,590,614.58 75,
&K P ERATI e ART 50,357,947.68 TG.

4.3 FUAE R R

2015 4 12 A 31 B it R W ZH A F H A KT 46,409,514.00 7T,
WIEFAT BN THEAMATE TREE A BEE TR ENE M
IR A==

4.4 FH KK
2015 45 12 Al 31 E W E R ZHAF N ART 1,770,000.00 75, #H K
R ERERS.

4.5 BB %A L I B FANFH
2015 4F 12 A 31 BEFERAAREFRERAABATNART
103,000,000.00, #4 #AL H ZH T E K K4

4.6 TH &

2015 4F 12 A 31 HBEBEZAHF N AR T 550,357,947.68 75,
g B WARATE AR T 500,000,000.00 75, TN FF K 4R AT A 44
7,755,012.27 £ 75, #& ART 50,357,947.68 T. ATE 2015 4
RA N T & ARAT IR A ARK.

5. BRIk FERAER

ABEHETAKF R EPEHZELRRITAREEIIT . K5 H
42014861000220503255, T M A X ju. T A K 8§ KR FHF F
7,754,613.00 % 70, - RAH 7,755,012.27 % TG
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V. Notes to the Financial Statements

Notes to the Financial Statements

1.Project Overview

The loan No. of Huanggang Urban Environment Improvement Project is
3168-PRC. It consists of three components:(i) The improvement works of
Baitan lake and Channels , (ii) solid waste management and
construction of Transit system,(iii) capacity development and institutional
strengthening. The main construction includes sediment dredging of lakes
and channels, widening of seven channels, connecting of the water
network and channel enhancement, ecological restoration, artificial
wetland, as well as improvement of solid waste collection and transit
system. The agreement was signed on February 6, 2015, come into effect
on May 6, 2015, and will be closed by June 30, 2020. The estimated total
investment is RMB 1,472,585,700.00 yuan, among which the total ADB
loan amount was USD 100,000,000.00 dollar, equivalent to RMB
615,000,000.00 yuan. The construction period lasts from 2015 to 2019.

2. Consolidation Scope of the Financial Statements

Huanggang Urban Construction and Investment Company (hereinafter
referred to as HUCIC) is responsible for the implementation of Hubei
Huanggang Urban Environment management Project. Commissioned by
HUCIC, Huanggang Project Management Office (hereinafter referred to
as HPMO) 1is responsible for the preparation of financial statements.
According to ADB’s requirement, the statements covered the balance of
the special account at Hubei Provincial Financial Department. The
financial statements reflected the sources of funds, the utilization of funds
and the project progress of Hubei Huanggang Urban Environment
Management Project.

3. Accounting Policy

3.1 The Financial Statements of the project were prepared according to
the requirements of Accounting Standards issued by the Ministry of
Finance, The Regulations on the Financial management of Capital
Construction, Accounting System of State-owned Company, and
Accounting  Methods for the World Bank Financed Project

(Caijizi[2000]No.13) . RMB is used as the recording currency of
bookkeeping.

3.2 In accounting practice, the Gregorian calendar year is adopted as the
fiscal year from January 1 to December 31. The accounting statement

14



covered the year of 2015.

3.3 The accrual basis and the debit/credit double entry bookkeeping
method are adopted.

3.4 The exchange rate adopted in the financial statements was the
exchange rate on December 31, 2015 of the People’s Bank of China,
which was USD1= RMB 6.4936yuan.

4. Explanation of Subjects
4.1 Total Project expenditures

Up to December 31, 2015, the project cumulative expenditure was RMB
95,882,415.53 yuan, accounting for 6.51% of the total investment
estimation. The expenditure of land acquisition compensation was RMB
50,903,900.00 yuan; the expenditures of project management, consulting
servieces, survey and design were RMB 1,099,994.38 yuan, and the
interests of domestic loan was RMB 43,878,521.15 yuan.

4.2 Total Cash and Bank
On December 31, 2015, the balance was RMB 512,590,614.58 yuan, of

which the funds in the Special Account were converted to RMB
50,357,947.68 yuan.

4.3 Total Prepaid and Receivable

On December 31, 2015, the balance of the prepaid and receivables were
RMB 46,409,514.00.00 yuan, which was transfered from “construction
and installment investment” to “other receivables” according to the
audit’s opinion.

4.4 Total Project Appropriation Funds
On December 31, 2015, the balance of the project appropriation funds

was RMB 1,770,000.00 yuan, which were all the municipal counterpart
funds.

4.5 Project capital and project capital reserve

On December 31, 2015, the balance of project capital and Project capital
reserve was RMB103,000,000.00 yuan, which was self-raised project
capital.



4.6 Total Project Loan

On December 31, 2015, the balance of the project loan was RMB
550,357,947.68 yuan, including the domestic loan of RMB
500,000,000.00 yuan, the Asian Development Bank loan at the special
account of USD 7,755,012.27, which was equivalent to RMB

50,357,947.68 yuan. There was no withdrawal from Asian Development
Bank in 2015.

5. Special Account

The Special Account of this project is set in the Wuhan Sub-branch of the
Hubei Branch, China Construction Bank, with the account number of
42014861000220503255, and USD as currency Unit. The initial deposit
of the Special Account is USD 7,754,613.00. The ending balance was
USD 7,755,012.27.
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