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1. Auditor’s Opinion

Auditor’s Opinion

To Huainan ADB Project Management Office of  Anhut Huainan Urban
Water Systems Integrated Rehabilitation Project:

We have audited the special purpose financial statements ([rom page 5 fo
page 17) of Anhui Huainan Urban Water Systems Intcgrated
Rehabilitation Project Financed by Asian 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 Anhui  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 unit, while the preparation
of the Special Account Statement is the responsibility of Anhui Provincial
Finance Department, which includes:

I. Preparing and [air 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 misstalement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements
bascd 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
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the risks of material misstatement of the financial statements, whether due
to fraud or error, In making those risk assessments, the auditor considers
internal control relevant to the entity’s prepuaration and fair presentation of
the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purposc of expressing an
opinion on the cffectiveness of the entity’s infernal control. An audil 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.

Auditor’s Opinion

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

Other Matter

We also examined the withdrawal applications No.HN002, HNO0O3 and
the attached documents submitted to the ADB during the period. In our
opinion, those documents comply with the project loan agreement and can
serve as basis for loan withdrawal.

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

Anhui Provineial Audil Office of the People’s Republic of China
June 28 ,2016

Address: No.272 Tunxi road, Hefei, Anhui, PR.China
Postcode: 230001

Tel.: 0086-551-64678265
Fax: 0086-551-64678265
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iil. Statement of Implementation of Loan Agreement
/oW E AT RO X
STATEMENT OF IMPLEMENTATION OF LOAN
AGREEMENT
M2 20155 12 731 0

(For the period ended December 31, 2015 )
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V. Notes to the Financial Statement

Notes 1o the Financial Statement

1. Project overview

The Loan No. of ADB-financed Anhui Huainan Urban Water Sysiems
[ntegrated Rehabilitation Project is 3054-PRC. The project aims to improve
urban water environment, public health, flood management capacity and
quality of life for urban residents in Huainan Municipality. The outcome of
the project will be the mimprovement ol surface water resources management
in MHuainan Municipality The project involves four districts, including Tian
jia'an district, Xiejiaji district, Datong district and Bagongshan distriet. The
project will have the following four components: 1) improvement of
wastcwater collection and transferring: 2) improvement ol urban water
environment and  flood management; 3) improvement of urban lake
environment; and 4) capacity development. The project 15 estimated to cost
RMBI1.899.,661,100.00 wyuan, out of which, ADB loan will be
USD150,000,000.00 (ie. RMB®930,000,000.00 yuan}) and domestic
counterpart funds will be RMB969,661,100.00 yuan. The loan was approved
by ADB Board on 25 October 2013. The loan and project agreemenls were
signed on 17 December 2013. The project completion date is September 30,
2019. The loan closing date is 31 March 2020.

2. Consolidation Scope of the Financial Statements

Consolidation scope of the financial statements covers the financial statements
of Anhui Huainan Urban Water Systems Integrated Rehabilitation Project of
Huainan ADDB Project Management Office of Anhui Huainan Urban Water
Systems Integrated Rehabilitation Project, and the Speeial Account statement
sel in the Anhui Provineial Finance Department,

3. Accounting Policies

3.1 The Financial Statements of the project were prepared according to the

requirements of Accounting Methods for the World Bank Financed Project
(Caijizif 2000/No. 13 ) .

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

3.3 The accrual basis and the debit/credit double enlry bookkeeping method
are adopted. RMB is used as the recording currency of bookkeeping.



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 is USDI=
RMB6.4936yuan.

4. Explanation of Subjects

4.1. Total Project expenditures

The project expenditure in 2015 was RMB29,535,874.17yuan, and the
cumulative expenditures were RMB35,459,791.71 yuan, which accounted for
1.87% of the total investment plan.

4.2. Cash and Bank

On December 31, 2013, the balance was RMB 102,544,689.86 yuan with a
increase of RMB96,404,914.49 yuan compared with that of the last year. And
the funds in the Special Account were converted to RMB 78,464,163.83
yuar.

4.3, Prepaid and Receivable

The balance on December 31, 2015 was RMB21,234,809.35 vuan,which was
mainly the prepayment and the design fee in advance for subprojects.

4.4, Project Appropriation Funds

The balance on December 31, 2015 was RMB 61,061,078.98 yuan, which
was the counterpart funds allocated by all levels including the central
government the province and the ¢ity.

The total planned counterpart funds of this project were RMB 969,661,100.00
yuan. By the end of 2015, RMB 61,061,078.98 yuan of the counterpart funds
had been allocated, which accounted for 6.30% of the plan,

4.5, Project loans

The balance on December 31, 2015 was RMB 95,464,078.43 yuan. The
amount financed by ADB was USD 14,701,256.38, equivalent to RMB
05,464,078.43 vuan. By the end of December 31, 2015, accumulated USD
14,701,256.38 of ADB loan had been withdrawn, accounted for 10.26% of
the total.

4.6, Payable

The balance on Decembere, 31, 2015 was RMB 2,703,183,68 yuan, mainly
deal with component performance bond.



4 7 Retamned Earnings

The balance on December 31, 2015 was RMB 10,949 83 vuan, mainly interast
earnied ol bank deposit.

5.Special Account

The special account of the Project is set in Industrial Bank CO.LTD.ITefei
Branch, with the account number of 49901 140010001378002, and USD as
currency  Unit. The imitial Deposit  of the Special Account is
LS 1,000,000.00 . The beginning balance of 2015 was USD 999 988.00 and
the reimbursement in the year was USD 13,309,976.00. This year the interest
eamed Was USD  1,722.25 and the disbursement was USD
2,228,379.02. Thus the ending balance was UUSD 12.083.307.23.



