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I. Auditor’s Opinion
Auditor’s Opinion

Project Construction Office of Qinhai Xining Water Environment
Management Project:

We have audited the special purpose financial statements (from page 5 to
page 18) of Qinghai Xining Water Environment Management Project
financed by the World 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 Designated Account Statement for the year then ended, and
Notes to the Financial Statements.

Project Entity and Qinghai 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 Designated Account Statement is the responsibility of

Qinghai Provincial Finance Department, which includes:

i. 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 or 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 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 Qinghai
Xining Water Environment Management project financed by the World
Bank as of month day, year, its financial receipts and disbursements, the
project implementation .and the receipts and disbursements of the
designated account for the year then ended in accordance with Chinese
accounting standards and system, and the requirements of the project
loan agreement.

Other Matter

We also examined the withdrawal application No.001, 002 and the
attached documents submitted by Qinghai Provincial Finance Bureau to
the World Bank during the period. In our opinion, those documents
comply with the project loan agreement and can serve as basis for loan
withdrawal.

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

Qinghai Provincial Audit Office of the People’s Republic of China
June 21, 2016

Address: No.41 Wusi Avenue, Xining, Qinghai, China

Postcode: 810001

Telephone: 86-0971-6182546

Fax: 86-0971-6182500

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
(—) k4eFHEx

i. Balance Sheet

® & F & x
BALANCE SHEET
20154 12 A 31 H
{As of December 31, 2015)
WEAMR: ERRTRATEE TS SSIRETE
Project Name: Qinhai Xining Water Environment Management Project Financed by the World Bank
GHEA: FEETIEESABEN A TRATEERSAE R ARET
Prepared by: Project Construction Offi¢e of Qinhai Xining Water Environment Management Project
Currency Unit: RMB Yuan

T

T

LR o B K M B & % A L} EE
Application of Fund No Beginning Balance | Ending Balance Sources of Fund No Beginning Balance Ending Balance
—, WA HEH — W B #®HKEIN
Total Project 1 0.00 86,674,653.65 Total Project | 28 0.00 500,000.00
Expenditures Appropriation Funds
REp— = BB RS A R
Fixed Assets 2 0.0 /&g,n\ : 28
Teanafeired Project Capital and
E Captial Surplus
2. AT E 30
Construction 3 0.00 Eeb: 18Rk 10
Expenditures to be ’ Including:Grants
Disposed
RO ————
Tnvestments 4 0.00 = Iﬁalfﬂ%’k.“# 31 000 | 130,344.958.94
Trarstargad-aut Total Preject Loan
4FERTIE m
Construction in 5 0.00 86,674,653.65 L Iﬁﬁ&ﬁ{ﬁﬁ 32 0.00 130,344,958.94
Progress Total Project Loan
= PP AR B R =
Investment Loan 6 (1) R ERTHR 33 0.00 | 130,344,95894
Receivable World Bank Loan
R, o O P
bk R BFFEHe
Including:World Bank 7 Including: IDA 34
Tnvestment Loan =
Receivable
=, BRI e
Appropriation of 8 I%E‘Dﬁ*ﬁkﬁ” 35 000 | 13034495894
Investment Loan
He, BRAHETRER BRI
Including: Appropriation 9 Tech:ica] = 36
of World Bank Coonerdtion
Investment Loan Pe
ENE - TR R =
Equipment Co-Financing
Erp fpaEBEHIRR @ ] o {2
Including:Equipment 11 DisiiteatieT ca 38
Losses in Suspense
h. HHEEEH 2. Hihif
Total Cash and Bank L — L Qther Loan %2
S M., EZEBEAEBER
1-%%@? - 13 000 | 7285758007 |  Appropristion  of | 40
Al ban Investment Loan

(J& £ To be continued)




% & & o K EE % & % R mww m K %
Application of Fund No Beginning Balance | Ending Balance Sources of Fund No Beginning Balance | Ending Balance
Hep: $EEWPER Horp: fRAMATIER
Including: Designated 14 0.00 71,434,402.54 Including: World Bank | 41
Account Loan
2504 T v fEFRE S
Cash on Hand - 0.00 Bond Fund #
o BUS BB A Bl
Total Prepaid and 16 0.00 | 41,942,494.53 StEla 43
Receivable Expenditures to  be
Offset
Hen. RICHATRERE
B Including:World 7 b, BftRET
Bank Loan Interest L Total Payable = Ll 10.516.07.33
Regeivable
World Bank Loan 18 - = 45 0.00
Commitment Fee glclidu;‘g.WorlId ’
Receivable an oan Interest
Payable
F AT R R 77 5 Bk v
& SR B
Waorld Bank Loan 19 World Bank loan | 46 0.00
Service-Fee Commitment Fee
Receivable Payable
R AT SR B
. BIEH SR
Marketable Securities L World Bank Loan & 0.00
Service Fee Payable
A BEBEFET NS RERET
Total Fixed Assets - 6 Qther Payables - ot
F. EERBEANTSE
B s PR e
Fixed Assets, Cost 22 0.00 ?ppropnatlon of [ 49 0.00
und
W BHIA
Less: Accurnulated 23 0.00 P %ﬁﬁ}lﬁ]\ X 2 0.00 13,561.58
D e Retained Earnings
epreciation
B 5 =i e
Fixed Assets, Net 2 000
[ 2 e i
Disposal of Fixed Assels 42 —
ot ERERIRE
Fixed Assets Losses in 26 0.00
Suspense
BeaiAT HEREAT
Total Application of Fund # 00D | 2OLERLIES Total Application of Fund 1 0,00 201 474,728 25

T 43555 5 U 2 AR M 4L E 4 (The notes are integral parts of the financial statements)
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ii. Summary of Sources and Uses of Funds by Project Component
HOE# K x(—)
SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT 1
AMEFE 20154 12 A 31 €

BiR A FHEETINEGSREAREAT R ERALE

(For the period ended December 31, 2015)
WHAM: SRETRAFEE TGS
Project Name: Qinhai Xining Water Environment Management Project Financed by the World Bank

H3ETE

RH R ARTL

Currency Unit: RMB Yuan

Prepared by: Project Construction Office of Qinhai Xining Water Environment Management Project

Fos it
Current Period Cumulative
AEWRIM - SHREM TR i iR Bl RitsEmtl
Current year Current period CurrentPeriod Life of Cumulative Cumulative
Budget Actual % completed PAD Actual %% Completed

% &3kEA+r Total Financing 200,300,000.00 130,844,958.94 65% 1,504,154,000.00 130,844,958.94 9%

#4765 World Bank Loan 176,300,000.00 130,344,958.94 74% 915,000,000.00 130,344,958.94 14%
2 BEEE (;;gmpm — 24,000,000.00 500,000.00 2% 589,154,000.00 500,000.00 0.08%
HeERS # Total Application of Funds | 218.600,700.00 86,674,633.65 40% 1,504,154,100.00 86,674,653.65 6%
1 WA ARG REELE 80,000,000.00 21,809,185.53 27% 776.049,600.00 21,800,185.53 3%
Urban storm water collection pipe network .
project
2, fRphEI KA EHRIER TR 50,000,000.00 22,911,750.70 46% 200,857,100.00 22,911,750.70 1%
Low Impact Development  and
Environmental riparian restoration project
3. MREARELTE , 70,000,000.00 20,304,178.09 20% 158,191,300.00 20,304,178.09 13%
Ditch comprehensive treatment project
4 kT ERRIETE 9,625,300.00 0%
Wastewater treatment plant water reuse
demonstration project
5. MAEBSEARERN 300,000.00 85,747.00 29% 7,400,000.00 85,747.00 1%
Institution-building and capacity buitding iy
¢osis
6. BREBHZHE _KIH 16,050,000.00 19,128 692.33 119% 167,679,000.00 19,128,692.33 1%
Immigration re!ocatmn and other expenses
7. Ti#&# Contingencies 129,131,000.00 0%
8 BEMAME 52.939,300.00 0%
Construction period interest
9.5%4E % Front-end fee 2,250,700.00 2,435,100.00 108% 2,250,700.00 2,435,100.00 108%
]O%E%ﬂ]ﬁﬁ Initial working capital 30,800.00 0%
292 Difference 44,170,305.29 44,170,305.29
1. BilfEmas{k Change in Receivable 41,942,494.53 41,942,494.53
2. B{FHIREE M Change in Payable -70,616,207.73 -70,616,207.73
3. #EFi %43 Change in Cash and Bank 72,857,580.07 72,857,580.07
4. HE Other -13,561.58 -13,561.58

T %3555 .18 B AR Wy 41 B B84~ (The notes are integral parts of the financial statements)
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iv. Designated Account Statement

# 2K P R X
DESIGNATDE ACCOUNT STATEMENT
AHEE 20154 12 A 31 H
(For the period ended December 31, 2015)

WEAH: HRETRATERTIHRG SR
HE

Project Name: Qinhai Xining Water Environment
Management Project Financed by the World Bank
R#H 5 8423-CN

Loan No. 8423-CN

GiREf: FEEMBUT

Prepared by: Qinghai Provincial Finance Department

FRBT4R: PERTETTRAIT
Depository Bank: Bank of China Qinghai
branch Shengli SUB

T5: 105002676254

Account No. : 105002676254

REME: XA

Currency: USD

A ERSY: FHARRE R P R IET & W

Pait A-Account Activity for the Current Period Amount
BRI R AR 0.00
Beginning Balance
.
Add:
ASLATEIR 280 20,072,834.63
Total Amount Deposited this Period by World Bank
APFBROBE GEAEEE S 50,61
Total Tnterest Earned this Period if Deposited in Designated Account
FHF A AR RS )
Total Amount Refunded this Period to Cover Ineligible Expenditures
b
Deduct:
EEXTEM 9,072,834.66
Total Amount Withdrawn this Peried
AHERAIEE IR IRF B 20.00
Total Service Charges this Period if not Included in Above Amount Withdrawn
WA 11,000,739.58
Ending Balance

(J& £ To be continued )



W

B AN SRA PR

Part B-Account Reconciliation

& W

Amount

1 T ERFHEE g
Amount Advanced by World Bank

11,600,000.00

Wb
Deduct:

2. it S RAT E BB AR
Total Amount Recovered by World Bank

3. FHERAAIRE N B AFERER
Outstanding Amount Advanced to the Designated Account at the End of
this Period

11,000,000.00

4. $EEMF HIRAH

Ending Balance of Designated Account

11,000,739.58

.
Add:

5, BT AR R B A SR MR i sk [ b
Amount Claimed but not yet Credited at the End of this Period

BiEHS &
Application No. Amount

6, BEAMMIR D AHE A PRSI
‘Amount Withdrawn but not yet Claimed at the End of this Period

0.03

7. REHEHH (AREE S M6

‘Cumulative Service Charges (If not Included in Ytem 5 or 6)

20.00

Bbs
Deduct:

3. FRBMEA (FEARERFES
iInterest Eamed (If Included in Designated Account)

759.61

9, AHANTH F5E Ik P E AR
Total Advance to the Designated Account Accounted for at the End of this
Period

11,0600,000.00

W43 R B2 Akt 4 B 3 4 (The notes are integral parts of the financial statements)
2T EART SN 1 £5T=64936 TTAKT (Exchange Rate: US$1 = RMB 6.4936yuan)
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(£) MEHERE
g X T pia

1. 5 E AR

HRETRSTEWNTHESSBERENRRT N 8423-CN,
WEaEﬁﬁ&ﬁﬁfWﬁﬁﬁﬁﬁﬁm&ﬁwﬁ&@?ﬁﬁﬁ%%
FREETEARA, ZERTRAIUTEAFHE REZH: (1) K
WHAKRESH TR, (2) FAaETFLRARRREELE; (3)H
A T, (4) A HAKERREIR; (5) VA0 &%,
U EHAEENART 15.04 0, EPEREXFRRTEEN
1.5 1L.E7, HAEART154T, EAATLEERE.

2. HE G w v E

HERENREGEAE 1 ANE HFFEETHRRESERER
BT RS ERXPAE. LARTHBETTERRRECEA RS
ﬂ#ﬁTﬁﬁﬂ%m%kﬁﬁ&T&éMﬁﬁ%ﬁ%Fﬁ%

LEELHEEK
3.1 AV EEERANTEY, B4 1A1EBE12 /31 H,
REM 4L R 20144 10 A 1 HE 20154 12 A 31 H,

3.2 UAR TR ILIKALT .

3.3 M EKE AT A (ERBITRZTE ST EEAEY B
Fh (MFRE 02000013 8), 4G — WS ERTEE. UK
0 s ENIEREN, 2B EFERAMRILKE.

B 4RI
FEHEERENTET T, RERATH 54, 2019412 A 31 H
HEWE; RAMR 304, HFHRE S Lm%%ﬁ%mﬁ%
Rt TETLZF)
AT EE 2 15,000 F %56, HEART 91,500 77T ( }Eﬁlé’%i:
WET 6.1 TART), BAREREART 58,915 41 7 m, WHE

12



bbbt AR T 150, 415. 41 7 6.

5. 2 HERRA
5.1 AEHE (B7): NEXRAMKE ZEMICHRCEX
3.

5.0 P 201548 12 A 31 HABAHART 72,857, 580. 07
55, Ll ARSI ART 71,434,402, 54 5T,

B & 2015 4 12 A 31 HRFO4ART 130, 344, 958. 94
JT:,iEEF‘- IFzT’E LI R ARATRE N 20,072,834.63 270, AR
F 130, 344, 958. 94 7.

4 T R 2015 4 12 f 31 HAF A AR 500, 000. 00 5T,
%ﬁﬂ%&ﬂﬁ%m%ﬁﬁo

5.5 E T M. 2015 & 12 A 31 BEHFEXBAART
86,674,653.65 T, H: WMTHITAKEERN IEIHART
21,809,185.53 71, A EF X RARAFRELCE TR B AR
22,911, 750. 70 7o, WEKSHBE TR ITHARKT 20, 304, 178. 09 7L,
MMELS S IELEAXHART 85,747.00 o, B REEHF KA
Mo KER T BART 19,128,692.33 o, RAEHF L HWART
2, 435,100. 00 7%,

5.6 BRIk 20154812 F 31 HABAART 13,561, 58 70,
FERGITHEZTA BN,

6.58 & K F R IF

A EHEKF u&#l%&ﬁﬁq—ﬂiﬂﬁds‘iﬁ T Z A
105002676254, TR hE 7. #2W ) HRAZH 11, 000, 000. 00 %
. SEWMARE 0 £, REZER 20,072,834, 63 £, FERA
759.61 % 5, AEE X 9,072,834.66 XL, FEREH
11, 000, 739. 58 E .-

13



7.7 REHRL

7.1 Btk 20154 12 A 3L HRHAART 70,616, 207. 73 7.

R HTHRELSBENAYTREATE BRI AEFRMLAT
HABART 7,876,664.20 %, HP: HAEARART
7,876, 664.20 75, FELNMAHETHRBEEHEMITEWHE.

HEHEALRCEARATRTAERETRRIART
62,739, 543.53 75, A M TEKART 8,381,526.47 ju; RAT
BEAART 3,251,255.73 j5; HMBEAHAKT 51,106,761, 33
7, TERRAETTEARREEARALRTHARL £,

7.0 TR U E: 2015 4 12 A 31 BERBEAART
41, 942, 494. 53 7.

HEHEALRGCEARAARTATATIERKART
Mw@AMJ3ﬁ;ﬁ@ﬁ%%k&ﬁsmmmn0ﬁ,ig%ﬁ&
WEWANFRRAESRIER KR I IR RIES.
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v. Notes to the Financial Statements

Notes to the Financial Statements

1. Project overview

The Loan No. of Qinghai Xining Water Environment Management
Project is 8423-CN. It aims at improving urban facilities of water
environment, reducing water pollution and pilot the exploration of
potential sustainable reuse of waste water in Xining Municipality. It can
be achieved through the five components as follows: a) Construction of
storm-water and wastewater collection pipeline networks in the urban
area; b) Low-impact development and riverbank environment restoration;
¢) Integrated guily and canal improvement; d) Piloting the sustainable
reuse of treated wastewater in sewage plants; and e) Institutional capacity
building. The project has a total investment of RMB1.504 billion yuan, of
which USD150 million (Converted into RMB 915 million yuan) is from
the International Bank for Reconstruction and Development and the rest
from Xining Municipal counterpart funds.

2. Consolidation Scope of the Financial Statements

Consolidation scope of the financial statements covers the financial
statements of project construction office of Qinhai Xining Water
Environment Management Project and Xining Municipal Huangshui
Investment Management Co. Ltd and Xining Municipal Drainage
Construction & Development Co. Ltd, as well as the Special Account set
in the Provincial Finance Department.

3. Accounting Policies

3.1 In accounting practice, the Gregorian calendar is adopted as the fiscal
year from January 1 to December 31. It should be noted that the
accounting period from the financial statements went from October 1,
2014 to December 31, 2015.

3.2 RMB is used as the recording currency of bookkeeping.

3.3 The Financial Statements of the project were prepared according to
the requirements of Accounting Methods for the World Bank F inanced
Project (Caijizif2000]No.13) . The accrual basis and the debit/credit
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double entry bookkeeping method are adopted.

4. Project Financing Sources

The project is implemented in Xining Municipality. The project has an
executive period of 5 years, with the account-closing date of December
31 2019. The project has a loan duration of 30 years, of which the grace
period is 5 years and the repayment period is 25 years. It is noted that no
principal amount but interest amount is repaid.

The project has a World Bank loan of USDI150 million which is
converted into RMB915 million yuan (USD1 = RMB6.1 yuan
approximately), a domestic counterpart fund of RMB589.1541 million
yuan, totaling RMB 1, 504.1541 million yuan. '

5. Explanation of Subjects

5.1 Foreign Currency Accounting (USD)

Dollars are exchanged in accordance with the exchange rate of actual
purchasing on the date of each withdrawal and reimbursement.

5.2 Cash and Bank

The balance as of December 31, 2015 was RMB72,857,580.07 yuan,
including RMB71,434,402.54 yuan in bank deposit in the designated
account.

5.3 Project Loan

The balance as of December 31, 2015 was RMB 130,344,958.94 yuan, of
which the loan amount from the International Bank for Reconstruction
and Development was of USD20,072,834.63 dollars, converted into
RMB130,344,958.94 yuan.

5.4 Project Appropriation' Funds

The balance as of December 31, 2015 was RMB 500,000.00 yuan, which
was the counterpart fund available from Xining Municipality..
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5.5 Total Project expenditures

As of December 31 2015, the project had had an accumulated expenditure
amount of RMB86,674,653.65 yuan, of which RMB21,809,185.53 yuan
was for construction of storm-water and wastewater collection pipeline
networks in the urban area; RMB22,911,750.70 yuan for low-impact
development and riverbank environment restoration; RMB 20,304,173.09
yuan for integrated gully and canal improvement ; RMB 85,747.00 yvan
for institutional capacity building; RMB 19,128,692.33 yuan for
relocation and resettlement and other Category B costs; and RMB
2,435,100.00 yuan for front-end fee. '

5.6 Retained Eamings

The balance on December 31,2015 was RMB 13,561.58 yuan, mainly
interest earned of bank deposit.

6. Use of Designated Account

The designated account of the project is set up in the Bank of China,
Xining Shengli Branch, with its account number of 105002676254 and its
currency unit of USD. The initial deposit of the designated account was
USD 11,000,000.00. The beginning balance of 2015 was USD 0 and the
replenishment in the year US20,072,834.63. This year the interest income
earned was USD 759.61 and the disbursement was USD 9,072,334.66.
Thus the ending balance in the year was USD 11,000,739.58.

7. Claims and Liabilities
7.1 Payable

As of December 31, 2015, the payable balance was RMB 70,616, 207.73
yuan.

The Project Construction Office of Qinghai Xining Water Environment
Management Project had a year-end payable balance of RMB
7,876,664.20 yuan, of which there was RMB7,876,664.20 yuan of other
payables, mainly the advanced fund for project preliminary preparation
payable to Xining Municipal Finance Bureau.

The project implementing entity, namely, Xining Huangshui Investment
Management Co. Ltd, had a year-end payable balance of RMB
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62,739,543.53 yuan, of which there was RMBS8,381,526.47 yuan of
project engineering payment as well as RMB3,251,255.73 yuan of
performance security fund payable; it also had RMB51,106,761.33 yuan
of other payables, mainly advanced counterpart fund payable to the
Xining Fuangshui Investment Management Co. Ltd.

7.2 Prepaid and Receivable

As of December 31, 2015, the advance and receivable balance was
RMB41,942,494.53 yuan.

The project implementing entity, namely, Xining Huangshui Investment
Management Co. Ltd, had an advance payment of RMB41,062,494.53
yuan of project engineering payment, and there were other receivables of
RMBS880,000.00 yuan, mainly wage security fund for rural migrant
workers receivable by Xining Municipal Human Resources and Social
Security Bureau.
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