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I. Auditor’s Opinion
Auditor’s Opinion

To Chongging Development and Reform Commission

We have audited the special purpose financial statements (from page 6 to page
18) of Chongging Small Towns 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 Chongqing Finance Bureau’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 commission, while the preparation of
the Designated Account Statement is the responsibility of Chongging Finance
Bureau, 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;

i1. 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.

Auditor’s Opinion

In our opinion, the financial statements identified in the first paragraph present -
fairly, in all material respects, financial position of Chongging Small Towns
Water Environment Management Project Financed by the World Bank as of
December 31, 2015, its financial receipts and disbursements, the project
implementation and the receipts and disbursements of 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

During the period, no withdrawal application was submitted to the World
Bank, so we did not express our opinion about the withdrawal application.

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.

Chongqing Municipal Office
June 22, 2016



Address: No. 8, Jinshan Road, Yubei District, Chongging, P. R. China
Postcode: 401147

Tel.: 86-023-67523216

Fax: 86-023-67518962

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

(—) BETHR

i .Balance Sheet

ReTER

BALANCE SHEET

20154E12 231 H (as of 12/31/2015)

T B AR AR AT R E R DMK IR B R SR B #2hi: ARBR
Project Name:Chongging Small Towns Water Environment Management Project Currency Unit:RMB Yuan
HedhH i EEEIE FREL
Application of Fund Line No. Beginning Balance Ending Balance
—, T H 37 B4t Total Project Expenditares 1 0.00 85357 317.71
1. 32 {1 3% P Fixed Assets Transferred 2 0.00 0.00
2. T F 3 HConstruction Expenditures to be Disposed 3 0.00 0.00
3. 3% F Investments Transferred-out 4 0.00 0.00
4. 7EHE T Construction in Progress 5 0.00 85357 317.71
Z. R IR 4 i Investments Loan Receivable 6 0.00 0.00
H: Mg i T 3R Including: World Bank Investments
Loan Receivable v e o
=, ¥WATFTE R 1& S Appropriation of Investments Loan 8 0.00 0.00
e BAFHATEE Including: Appropriation of World Bank
Investments Loan 4 N0 0.00
JU. 23#1 Equipment 10 0.00 0.00
. HpAbH IR Including: Equipment Losses in Suspense 11 0.00 0.00
F. Hfi%4 & Total Cash and Bank 12 0.00 34537 568.88
1. #RAT# 3K Cash in Bank 13 0.00 34 505 736.81
Hr. #EEN P Including:Designated Acconnt 14 0.00 0.00
2. ¥4 Cash on Hand 15 0.00 31 832.07
75+ AT B Bl k& 1 Total Prepaid and Receivable 16 0.00 54929 331.90
Hp: MigHTHEZEFE Including: World Bank Loan Interest
Receivable i 4.0 4.8

RV tHAT BF R A% #% World Bank Loan Commitment Fee
Receivable 18 0.80 0.00

BRI AT FEER &5 F 3% World Bank Loan Service-Fee Receivable 19 0.00 0.00
+. BfriF#FMarketable Securities 20 0.00 0.00
J\~ [EE ¥ =&t Total Fixed Assets Z1 0.00 0.00
[E £ & = R HiFixed Assets.Cost 22 0.00 (.00
J: F 318 Less: Accumulated Depreciation 23 0.00 0.00
[E] 52 ¥% 7= ¥ { Fixed Assets.Net 24 0.00 0.00
[E & ¥ 725 1 Fixed Assets Pending Disposal 25 0.00 0.00
15 EhH 8 5E ¥ =15 5 Fixed Assets Losses in Suspense 26 0.00 0.00
B4 & &3 Total Application of Fund 27 0.00 174 824 218.49
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BALANCE SHEET
20154E12/131H (asof 12/31/2015)

TR R AR U5 SRAT SE A E KT N R R SR &R R B Bh: ARMIT
Project Name:Chongging Small Towns Water Environment Management Project Currency Unit:RMB Yuan
IR . T AT HARE
Sources of Fund Line No. Beginning Balance Ending Balance
—. T B #£# &1 Total Project Appropriation Funds 1 0.00 134 870 000.00
S?J;phllfﬁisﬁ A5 B ¥ 4 - Project Capital and Capital 5 0.00 0.00
i HEIncluding: Grants 3 0.00 0.00
=. T B {&#& 1t Total Project Investments Loan 4 0.00 7 526 594.12
1. T B #8538 Total Project Investments Loan 5 0.00 1 623 400.00
(1) EAMEEK Foreign Loan 6 0.00 1 623 400.00
Frh: EFFF KRB Including:IDA g 0.00 0.00
[ R & 40T RARATIBRD 8 0.00 1 623 400.00
A& {5 FTechnical Cooperation 9 0.00 0.00
B4R i% Co-Financing 10 0.00 0.00
(2) E Py #EkDomestic Loan 11 0.00 0.00
2. HARERKOther Loan 12 0.00 5903 194.12
» LRI IEEEF Appropriation of Investment Loan 13 0.00 0.00
FHep: RA AT Including: World Bank Loan 14 0.00 0.00
Fi. ki35 % &Bond Fund 15 0.00 0.00
75+ FM IR B 3 H Construction Expenditures to be Offset 16 0.00 0.00
4. RZ{}#K& i1 Total Payable 17 0.00 32427 624.37
Iﬁz ;St%:jagifﬁ%‘(ﬂ Rlncluding: World Bank Loan 18 0.00 0.00
T pery -
Fec}l“;g‘;%]? TEEKARIE B World Bank Loan Commitment 19 0.00 0.00
Fi 47 5E 2k ice-
Pay}i:iﬁﬁﬁm 5 F 3% World Bank Loan Service-Fee 20 0.00 0.00
I\~ RIS Other Payable 21 0.00 0.00
N & A B £ Appropriation of Fund 22 0.00 0.00
+. EH0 ARetained Eaming 23 0.00 0.00
WERIEE 1 Total Sources of Fund 24 0.00 174 824 218.49
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iv. Designated Account Statement

K R

DESIGNATED ACCOUNT STATEMENT

TEES: LN8456

World Bank Loan No. LN8456

£HEE: 12/31/2015

Fiscal Year: 12/31/2015

RN HEETMER

Prepared by: Chongging Finance Bureau

WE 2. HFRITIERERT MK REREIEETR B

Project Name: Chongqing Small Towns Water Environment
Management Project

BIRGEHRE: %73

Advance to Designated Account:USD

HPT: BRB|BITERSITELH

Depository Bank: Chongging Branch,
China Everbright Bank

M= 39411488000037562

Account No:39411488000037562

WM AFRMEAR. %

Currency: USD

ARRSY: AHEHR RE K P SGTIER
Part a: Activity for the Period

e & #

Ttem Amount
FEHRE "
Beginning Balance
i Add:

1. i F4RITHNFE  Total Amount Deposited by World Bank
(1) 2 Civil works
(2) %% Equipment
(3) GRAEREI
(5) #8EMF Designated Account

2. F 2N Total Interest Earned this Period

Consulting Service and Training

1% Deduct:
1. Z4E S F Total Amount Withdrawn this Year
(1) £E Civil works
(2) %% Equipment

(3) % E#HI  Consulting Service and Training
2. B A H Interest Earnings Transferred -out

3.1 4R T [EUT Total Amount Recovered by World Bank
4 F4:%% 37 B Other Banking Charges
FRL% Ending Balance

11
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HRFTRAERTDIMEATE G ABEFREF 201543 A S H
BITRZHN. FEHIN. FELBEERAN BALART, LPH#TREK
L% G. FEEPR 4 AMRE, B3 1LEZEBEM (EM-7FRE)
Bt RAE R T E ; 2. B B AR BARERF R EY &
SR TR, 3. ERE AR KRG RARFELESEETEH; 4 ¥REH
AFWETEILEF R RSB TE, TEAEPATRE, EETE
FEAFREAFNE, MREXEWR, AEREELTEITHE, RFAE
W, REBMEHERSEH T, INLBEAFEESH; ¥ATEEEEAY
H B

2. 4Rk G E R E
AMHHENEHLBECEERTRE S RERK. EEL. L,
UAETE b E BN M SRR XERT R R ER ) K.
LEELSITEE
TEMETHEFETHEAAAZTRERK S, BATRTH.
3.1AFED 201SE3IH SHZE 2005412 A 31 B hAH4E,
3.2 0L “BRAAER” HiRKEN, RAMHEEAILKETK.

3.3 02015 45 12 F 31 HeweE i (1 £1= 6.4936 TART)
BEACH .

34 AR AIRIKALL .

LS HEMBHAAN (MRBITRATE 2UHBELZ) #1741
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BE.

4 HEZEREHBE

4.1 3H X H

HEREETE B LW 85,357,317.71 74, H¥: FEFEHZH
38, 079, 746. 62 75; B FE 34, 839, 740. 02 75; AT E 6, 547, 612. 97
Jh; AKIHE 5,890,218.10 5.

4.2 WA BRI
MARS 0 T

4.3 B
AR O 7.

44 RTEE
FARASH 34,537,568.88 75, Hw: HEKFPHER O 270 (FIEA
B 070,

4.5 AT KR WU
B R AH 54,929,331 90 70, £ER: 1. MU A A A 37 AT oM
#F 10,000,000 jo; 2. RETE MAMERIFLAMZFA 44, 669,576. 9

St

4.6 BT
RARH 32,427, 624.3T 0, TERMERBAHERE,

4.7 HAd B AT
MAKH O L.

4.8 B RN
RSB0 T,
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4.9 MATR
BREAFEEREUREMITRREMLST 25 7EL, TEARTT
1,623,400. 00 71, ARZEFH 0. 25%.

4. 10 RER &

AEFBER AR 149, 151, 900. 00 5, SLFRE|L 140, 773,194, 12
TG, TRk 94. 38%.

BERER, BREXSE A 140,773,194.12 575, RRAFEH &3
Bl o21.87%, Ht: FBAZEERAS 134,870,000.00 55, AERERA
5,903, 194. 12 7t.

4.11 32K F

REATERKXBVNER, ERTUBE T 2015 FHRFE £+
EAXAARBRITERL>TELHARTIFEK,. K5 H:
39411488000037562, ZMK P MERTHB B EIE, 20154, ZKF mit
TRKO0ETL, FAIRBNOET, RAXMT XL, FEFTH £,
HMALAF 0271 (FTEART 05T,
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YV Notes to Financial Statements
Notes to Financial Statements

1. Project Overview

The Loan Agreement and Project Agreement of Chongqing Small Towns
Water Environment Management Project was signed on March 5, 2015. The
project total investment is RMB1.3 billion yuan, including USD100 million of
the World Bank loan. The project covers 3 counties and 1 district: 1. Flood and
Wastewater Management Project of Laixihe in Rongchang County (From the
section of Changzhou to Wanling); 2. Water Environment Protection and Flood
Management Project of Dafuba area in Tongnan County.; 3. Flood and
Wastewater Management Project of Longhe area in Shizhu County; 4.Flood
and Wastewater Management of Wujiang River in Pengshui County. The
overall implementation of the project was good. Tongnan Subproject was in
the phase of bid evaluation and hadn’t started working yet; Shizhu Subproject
was in the stage of construction design and did not start bidding; Rongchang
Subproject had come into operation and a contract of civil works was being
implemented; Pengshui Subproject was in the phase of domestic review of
preliminary design.

2. Consolidation Scope of the Financial Statements

Consolidation scope of the financial statements covers the financial statements
of CPMO, and project owners of county (district) level (including Rongchang,
Tongnan, Shizhu and Pengshui), as well as the Designated Account
Statement.

3. Accounting Policies

A Designated Account is set for the financial management of the project in
accordance with relevant provisions of the World Bank to ensurc that the
capital be used for specified purpose only.

3.1 The fiscal year of this report starts from March 5, 2015 to December 31,
2015.

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

3.3 The exchange rate adopted to calculate exchange gains and losses was the

16



exchange rate on December 31, 2015, which is USD1=RMB 6.4936 yuan.
3.4 RMB is used as the recording currency of bookkeeping.

3.5 The Financial Statements were prepared according to the requirements of
Accounting Methods for the World Bank Financed Project.

4. Explanation of Subjects

4.1 Total Project expenditures

The accumulated project expenditure by the end of this year was RMB
85,357,317.71 yuan, including: Rongchang Subproject RMB 38,079,746.62
yuan, Tongnan Subproject RMB 34,839,740.02 yuan, Shizhu Suproject
RMB6,547,612.97 yuan, Pengshui Subproject RMB 5,890,218.10 yuan.

4.2 Appropriation of Investment Loan
The ending balance was RMB 0 yuan.

4.3 Equipment
The ending balance was RMB ( yuan.

4.4 Cash and Bank
The ending balance was RMB34,537,568.88yuan, among which the fund in
the Designated Account was USD0  (equivalent to RMB 0 yuan) .

4.5 Prepaid and Receivable

The ending balance was RMB54,929,331.90 yuan, mainly covered: 1.
Recetvable land acquisition and house demolition compensation fee
amounting to RMBI10 million yuan of Shizhu Subproject (which should be
returned by Shizhu Urban Construction & Development Company); 2. Prepaid
land acquisition and house demolition compensation fee of RMB 44,669,576.9
yuan of Rongchang Subproject.

4.6 Payable
The ending balance was RMB 32,427,624.37 yuan, mainly the revolving
funds borrowed by the project.

4.7 Other Payables:
The ending balance was RMBO0 yuan.
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4.8 Retained Earnings
The ending balance was RMBO0 yuan.

4.9 World Bank Loan:

The accumulated front-end fee of the World Bank Loan by the end of this year
was USD250,000, equivalent to RMBI1,623,400.00 yuan, accounting for
0.25% of the loan.

4.10 Counterpart Funds:
The total planned counterpart fund of this year was RMB149,151,900.00 yuan,

while the actual amount in place was RMB140,773,194.12yuan, accounting
for 94.38% of the plan.

By the end of this year, the cumulative counterpart fund in place was
RMB140,773,194.12 yuan, accounting for 21.87% of the plan, among which
counterpart fund without compensation was RMB134,870,000.00 yuan and
counterpart fund with compensation was RMBS5,903,194.12 yuan.

4.11 Designated Account:

The Designated Account was set in Chongqing Branch, China Everbright
Bank in 2015, with the account number of 39411488000037562. This account
is in the charge of Chongging Finance Bureau. In 2015, the amount deposited
by the World Bank was USDO, the interest earned was USDO, the amount
disbursed from the designated account was USDOQ, the service charge was
USD 0.Thus, the end balance was USDO (equivalent to RMBO yuan).
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