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I. Auditor’s Opinioh
Auditor’s Opinion

To the Provincial Leading Group Office of Zhejiang Rural Water Supply
and Sanitation Project financed by the World Bank

We have audited the special purpose financial statements (from page 6 to page
21) of Zhejiang Rural Water Supply and Sanitation 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 Impleméntation of Loan Agreement and the Special Account Statement for
the period then ended, and Notes to the Financial Statements.

Proje'cltEn_t;it'y and Zhejiang Provincial Finance Department's Responsibility
for the Financial Statement

The.prep_ar_a'tion 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 resp0n51b111’cy of Zhejiang Provincial Finance
Depaﬁment ‘which includes:

1. Preparing and fair presenting the accompanying financial statements in
accordance with Chinese accounting standards and system, and the
requlrements 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 efror.

Auditofs Réépon_sibility

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 Zhejiang Rural Water
Supply and Sanitation 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 the special account for the period then ended
in accordance with Chinese -accounting standards and system, and the
~ requirements of the project loan agreement

Other matter

For this project there is no W1thdrawa1 from the World Bank during this
accountmg perlod so we don’ t express any opmlon on withdrawal.

The audit report consists of the Aud1tor s Opinion and two more parts
hereinafter: Financial Statements and Notes to the Financial Statements, Audit
Findings and Recommendations.



Zhejiang Provincial Audit Office of the People’s Republic of China

June 27, 2016

Address: No. 555 Tiyuchang Road, Hangzhou, Zhejiang Province, P.R. China
Postcode: 31007

Tel.: 86-0571-87051687

Fax: 86-0571-87051687

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

(—) FoPHx

i. Balance Sheet

%4 FHEX

BALANCE SHEET
20154 12 A 31 H

(As of December 31, 2015)
HE AR BARRAFIRNEFGAXBERERRATIRERIE
Project Name: Zhejiang Rural Water Supply and Sanitation Project financed by the World Bank
BB HARINITEANEETALERZ AR I IRAEARDASLE
Prepared by: The Provincial Leading Group Office of Zhejiang Rural Water Supply

and Sanitation Project financed by the Word Bank

wHRBA ARTI
Currency Unit: RMB Yuan

T HEE TR AT
e sH Line| Beginning R E F & kW Line| Beginning HAH
Application of Fund No. |  Balance Ending Balance Sources of Fund No, Balance Ending Balance
—. MBE#HRE
—. MAXHET _ Total Project Appropriation
Total Project Expenditures 1 1,440,306.53| 76,886,562.14{Funds 28 | 4,488,924.38] 125,311,708.6
=L WABRESHAERA
#
1. Z&fHE R g e Project Capital and Capital
Fixed Assets Transferred 2 Surplus 29
2. FRZHIA S
Construction Expenditures to be He R
Disposed ] Including: Grants 30
4. EETH =, BiRERET
Construction in Progress 4 1,440,306.53] 76,886,562,14|Total Project Loan 31 120,131,600.00
L7 E 48 B A ARG B R B
4 RAh sz i
Other Expenditures 5 Total Project Investment Loan 32 120,131,600.0
= R R R B AR (1) El4h K
Investment Loan Receivable 6 3,246,800.00)Foreign Loan 33 120,131,600.0
Foepo i itk e A AT TR
Including: World Bank Hep. ERFEDE
Investment Loan Receivable 7 3,246,800.00|Including: IDA 34
=. HfTETERBEER
Appropriation of Investment EHEREXITERIT
Loan 8 [BRD 35 120,131,600.0
A R AT HER
Including :Appropriation of HAGEER
World Bank Investment Loan 9 Technical Cooperation 36
- B iy
Equipment 10 Co- Financing 37
Hr A B R
Including: Equipment Losses in (2)E P
Suspense 11 Domestic Loan 38

J& £ (To be continued )




I, BlgEatt : 2. H AR EER Other
Totat Cash and Bank 12 | 2,898,067.85] 165,722.924.55|Loan 39
» PRI RE
1 BT - Appropriation of Investient
Cash in Bank 13 2,898,067.85] 165,722,902.35|Loan 40
HiTHBRPER S Hep: RAMITRER
Inciuding: Special Account 14 116,884,800.00)Inciuding: World Bank Loan | 41
2. B& ' B . USRS
Cash on Hand 15 22.00{Bond Fund 42
. ' AN R E S
s BT RN _ . Construction Expenditures to
Total Prepaid and Receivable 16 - 14,105,185.18{be Offset 43
ot B BT RS
Including: World Bank Loan _ +i. BEfRRETH
Interest Receivable 17 Total Payable 44 14,818,989.75|
B AT R R R He: REfHHATRERFAE
World Bank Loan Commitment s Including: World Bank Lodn B
Fze Receivable 18 Interest Payable 45
BECHAT PEE R 4 B R AT SRR AR TR B
World Bank Loan Service- Fee World Bank Loan
Receivable 19 0.00|Commitment Fee Payable 46
RLAHETFER S A
# World
. FiEF Bank Loan Service Fee
Marketable Securities 20 Payable 47
A EEREET . & ; C A REEREE
Total Fixed Assets 21 150,550.00 - 300,976.73|Other Payables 48 150.24
R A LB : N FOERARS \
Fixed Assets, Cost 2D -150,550.001: ° 316.441.28)Appropriation of Fund - 49 0.00
W BHTIR o B
Less: Accumulated Depreciation | 23 - 15,464.55|Retained Earnings 50 0.00
B e L -
Fixed Assets, Net 24 150,550.00) ©  300,976.73
[f B ‘
Fixed Assets Pending Disposal 25
FAEEERRE
" Fixed Assets Losses in
Suspense 26
EaebHET : ) . AR A 2
Total Application of Fund 27 t 4,488,924:38| 260,262,448.60]  Total Sources of Fund 51 | 4,488,924.38] 260,262,448.60




(=) 3

HE R

il Summary of Sources and Uses of Funds by Project Component

®H#EExR(—)
SUMMARY OF SOURCES AND USES OF FUNDS

A & AT R AR LA &£ B ALE R ERAK

AEHEE2015F 12 A 31 B
(For the period ended December 31, 2015 )

AR TEBRIE

BY PROJECT COMPONENT [

Project Name: Zhepang Rural Water Supply and Sanitation Project financed by the World Bank-

BB W

ARFAFLIA ATEFALERERIATIRRE AR MAHDE
Prepared by: The Provincial Leading Group Office of Zhejiang Rural Water.

GRCE R

ART

Currency Unit: RMB Yuan

Supply and Sanitation Project financed by the Word Bank

J& 8 (To be continued ).

= it
Current Pericd Cumulative
: o TR
AR R Py i e Current - [~ = 2 Fitsemkl
Cutrent Period Current Period . Period % | JWHBvHkiE B EME Cumulative
Budget Actual Completed - Life of PAD Cumulative Actual completed
BaRERH B =
Total Sources of Fund 345,020,000.000 240,954,384.23 69.84%| 2,463,240,000.00 245,443,308.61 9.9¢
—. EFEREANK ) )
International Financing 209,743,280.00 120,131,600.00] = 37.28%} 1,231,620,000.00 120,131,600.00 97!
1.E RIS
IDA.
2LEFEXFRAIT _ g : :
IBRD. 209,743,280.00 120,131,600.00] - 57.28%]| . 1,231,620,000.00 120,131,600.00 9.0
3.JaM '
Grants
4 LA EE
Co- Financing
=, MEESE ; : .o
Counterpart Financing 135,276,720.00 120,822,784.23 89.32%] 1,231,620,000.00 125,311,708.61 10.1°
LM E & '
Centre Investment 6,380,872.46 6,380,872.46
2. BM B B4
Provincial Financial
3. M T B TR : a5 )
Local Fund 135,276,720.00 92,818,801.12 68.61%| 1,183,050,000.00 97,307,725.50 8.2
1. BEEE :
Self Financial 21,623,110.65 48,570,000.00 2i,623,110.65 44 5.
Hep: BkHER o
Commercial Loan 48,570,000.00



HEERAT (S ERE)
Total Application of Funds
( by Project Component)

345,020,000.00

21.87%

2,463,236,622.00

76,886,562.14

3.12%

BE—FrE Phasel :

L. kAR eNE
Improving Water Supply and
Sanitation

345,020,000.00

75.446,255.61

21.87%

1,162,130,000.0¢

76,886,562.14

6.629%)

2. AR ER
Training and Capacity Building

75,446,255.61] .

7.607,625.00

3. BiEFEMEE
Project Management and
Supetvision

10,776,675.00

[y B Phase I

1,282,632,322.00

E=3=2

Difference

168,556,746.47

1 P e R AL

Change in Receivables

165,508,128.62|

17,351,985.18

2 R MRk
Change in Payables

17.351,985.18

-14,818,989.75

IMTHEE
Change in Cash and Bank

-14,818,989.75|

162,824,856.701 -

165,722,924.55

43T
QOther

300,826.49

.150,276.49
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(H) FRKF &K

iv. Special Account Statement

TRHKF&X
SPECIAL ACCOUNT STATEMENT

WEAR: EARAMTRAEFTARLERER
KA TRERIE '
Project Name: Zhejiang Rural Water Supply and Supply and
Sanitation Project financed by the World Bank
&SI T 8424
Loan Number: 8424
4% 0 AL A A W BUT

Entity Name: Finance Bureau of Zhejiang Province

FEAT BRATHILA HTE LB
Depository Bank: BUSINESS DEPARTMENT OF

~ CONSTRUCTION BANK ZHEJIANG BRANCH

T F 5 :33050161353509666888

Account No: 33050161353509666888
THaRPEAET
Currency: USD

A RERERANK P UEER
Part A-Account Activity for the Current Period

& 7
Amount

BMansw

Beginning Balance

0.00

#
Add:

18,000,000

B AT R
Total Amount Deposited this Period by World Bank

18,000,000

REARMBBUNEF (FEANERKFEH)
Total Interest Earned this Period if Deposited in Special Account

AT B FREHR

Total Amount Refunded this Peried to Cover Ineligible Expenditures

B
Deduct:

B HAER
Total Amount Withdrawn this Period

0.00

APAREAEETHFHRE 5T

Withdrawn

Total Service Charges this Period if not Included in Above Amount = | . - e

ERRATEHE
Recovered by Would Bank

WAREKE

Ending Balance

18,000,000

{ J& ££To be continued )
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BEM: SAKPEY

Part B-Account Reconciliation

& H
Amount

L #ATHREREH
Amount Advanced by World Bank

18,000,600

B

Deduct:

2. WRARATE A F _
Total Amount Recovered by World Bank

3 ARMAERAKS EAHERGH ’
Outstanding Amount Advanced to the Special Account at the End of
this Period

18,000,000

4. EFERPBELR

Ending Balance of Special Account

18,000,000

¥
Add:

5. BERAFEALFERBEN xE 25
Amount Claimed but not yet Credited at the End of this Period

Fig g 25
Application No. } _ Amount

6. HEAMAAL IMAEH AT ERKLS ,
Amount Withdrawn but not vet Claimed at the End of this Period

7. BEFRFAIY (kA ESoRE)

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

B
Deduct:

8. FIBMA (EAZAKFHL)

Interest Earned (If Included in Special Account)

9. ABBRERARF EREREH
[ Total Advance to the Special Account Accounted for at the End of this
Period

18,000,000

13




(E) MAHRERRE
W &Mk ME

T E R
t"fffr’%“ KA LARABFALBRARIATEARTE §ERE
WILERE BT SRR R, RELRSHTHE
. TH B THERGERAE . AT MA g AT RERA K -
BARMA AL USSR A mEFTREENEFRE, BXR

EER, ERFAREENAFORLELE, HARNBRERRERTE

. ZTBREMAEERNTE I LT ALERS. FEFRHIHE

M. 2EFRe. AREE( “‘rﬁ X )24 A% g 720 M E KA B 2015

£F 20204, o MBEM. FEFRE N 8424-CN, EHI 24.6 70
AR, BUE WLF 2014 £ 11 FJ 25 BEITH T 2015 F2 A2 B ERE
¥, MitxJkH H 20204 12 A 31 0., REKEK 4. 6140w, T
REK 2 ALE T4 0. 25%8 FAE S ), T & AR 12. 34L70( ¥ 1 £0=6. 15 .
FARTIE), EEERES0% BWERE2LER, SEEEHSM.

2. MAHREHEE P
A B B B AT SRR A KRR
IRERWEASNAAAE. 4 ARTRE FRUSBERAMATE

L ARFRE.

3. xES S BK | .
3.0 AT E MAgMEAFERREY (MRARTRATE 21 %E Y
(FFRE (20000 13 B ) EREE. '

, 2/a\frﬁ%*ﬁﬁ%ﬁu}_fﬁﬁ%ﬂ,'Ep/g}ﬁﬁﬁ IATEEI12A31H,
ORRBENAIHIEE 2014 4 1 ﬁ] 1 HE 20154 12 A 31 H.

3.3 KIEEI S HEN Xfﬂié% e hEEN, RARGER
oK.

14



3A4KTHE UARTAIEKATT, ﬁﬁF*%LiﬁﬁAﬁﬁ
JE WD zfxﬁf‘a‘%ﬁﬂﬁ#ﬂlk%%&ﬁ 2015 4 12 A 31 HiL%,
USDI=AK T 6.4936 76, EEIFBE LS

4 R E A

41 B EXH

WA FAIART 1,440,306.53 76, X4 2014 fﬁfﬂ‘uméﬁlﬁa T
$eH. 2014-2015 S E XM A ART 75446,255.61 Jo, BFHELE
76,886,562.14 T, HEAFEITRS 3.12%.

4.2 R AE P AT R FAE R _ : S
HREAFHART 3,246,800 TG, BHADBAETENGMLE.

43 RERE
MAKBHART 165,722,924.55 7T, ﬁ#ﬂé‘-mm&m’% %J?A/\E%ﬂi
116,884,800 TT.

CAATRARK RET TR
WA FHNART 0T, ﬁﬂiﬁ HAAKT 14,105,185.18 5, £E
EFEE (. K) FfTTEHK . LN

E&T)\ ‘ ‘
i%ﬂ%ﬂ HA AR TR 4,488,924, 3875 WRE %ﬁjj}\E%Fﬁ 125311,708.61
T, RE. W, EEAZIACHNRELS, EHEHHRERSLES
1,231,620,000 TTH) 1017%, H %+ : #FRUE KL B HHALAR T
6,380,872.46 TT; WA BT EER 4B EMART 97,307,72550 7, &
RIE 823%; BEERARITAMART 21,623,110.65 Ju, & &4
44.52%. S

EMEIT}\
f@ﬁ%ﬂ %ﬁ;ﬁ 075 i&ﬁ*{%@wk?‘qﬂilzoumooﬂ %ﬁ/—\%m

15




18,500,000 2 75 (& H%4E % 500, 000 £0), ZERENTERITRE,
B AT 24 5 200,000,000 2 758 9.25%,

4.7 AT #
AT 2 At 14,818,989.75 T, TENNAHE T,

4.8 B HWN
AH B R INOTT.

5. ERKFEARAR
ATENCAKPFREERRATHTELTE ﬂ%:%?ﬁ

- 33050161353509666888, i 3 7o, AT H KA HK & B 18,000,000 % 7.

EHRAKFBTAH O X, jﬁ&ﬁ%lzﬁlsoooooo%m AW XA 0 XS
R4 18,000,000 = 7.

6.5 H & 3% r
O HTETIEMRRENEA IS — S E, B e kg
| Kﬁﬁﬁﬁé%ﬂ,ikﬁﬁ%%«%ﬂﬁﬁﬁﬂﬂﬂééﬁﬁﬂﬁﬁﬁ‘
RO TRERTE TATEF R S FEN LY 3K R H (20141426
B W R RRT, AARASTE WS EIT e XA &

Bt B BRTRER.

REH#HE :
_ ﬁﬁwwﬁuﬂﬂﬁ‘%ﬂﬂﬁiéﬁﬁﬁﬁﬁlﬁﬁﬁﬁﬁaﬁﬁ
HFE254, TS REN A3 814, & —MEFITAR SN (8. 73407)
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v .Notes to the Financial Statements
Notes to the Financial Statements

1. Project Overview

The objective of Zhejiang Rural Water Supply and Sanitation Project financed
by the World Bank (ZRWSSP) is to improve the water supply and sanitation
facilities in selected villages and towns in the project counties (city/district) of
Zhejiang so as to enhance their service sustainability. It is proposed to improve
the safety of water supply and water use in rural areas through construction
and rehabilitation of raw water and water supply pipelines and water treatment
plants included in the Project; to provide rural citizens with reliable, easily
operable and affordable sanitary and sewage treatment services through
increasing the number of houses connected with sewers sustainably,
reconstructing septic tanks and constructing sewage collection pipes and
terminal treatment facilities. The Project (Loan No.: 8424-CN) involves 720
natural villages of 24 towns/townships in four counties (city/district) such as
Fuyang, Anji, Tiantai and Longquan, which will be implemented in two
phases between 2015 and 2020. The Loan Agreement was signed on
November 25, 2014 and became effective on February 2, 2015, and its closing
date is expected to be on December 31, 2020. The total investment is
RMB2.46 billion yuan including USD 200 million of World Bank loan
(including  0.25% front-end fee) equivalent to RMB 1.23 billion yuan
(exchange rate: 1 USD = 6.15 yuan), representing 50% of the total investment;
counterpart fund USD 200 million, amounting to 50% of the total investment.

2. Consolidation Scope of the Financial Statements

Consolidation- scope of these Financial Statements includes the Provincial
- Leading Group Office of Zhejiang Rural Water Supply and Sanitation Project
financed by the World Bank (Zhejiang Project Management Office (ZPMO)),
Financial Statements of four counties’ (city/district) project offices and Special
Account Statements of Provineial Department of Finance.

3. Principal Accounting Policies

3.1 The preparation of Financial Statements for this project is in accordance
with the requirement of Accounting Methods of World Bank Financed Projects
(Caijizi No. (20007 13). |

‘3.2 In accounting practice, the Gregorian calendar year is adopted as the fiscal
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year from January 1 to December 31.but the accounting period of these
Financial Statements is between January 1, 2014 and December 31, 2015.

3.3 All accounting transactions are processed on accrual basis and by double
entry bookkeeping system.

3.4 RMB is adopted as functional currency. The year’s adjustment and
accounting of exchange gain or loss shall be based on the currency rate at the
day of December 31, 2015 of the People’s Bank of China, that is
USD1=RMB6.4936 yuan. ' -

4. Explanatory Notes to the account title of the Statements - -

- 4.1 Project Expenditures

‘"The beginning balance is RMB1,440,306.53 yuan, which is the expense
incurred for project preparation before 2014. The project expenses during

- 2014-2015 are RMBT75,446,255.61 yuan, the cumulative project expense
- being RMB76,886,562.14 yuan, amounting to 3.12% of the total investment

planned

4.2 Investment Loan Receivable

'- - .The ending balance is RMB3,246,800 yuan, which is a front-end fee to be

assigned to the project counties (city/district).

: .'4 3 Cash and Bank
~ The ending balance is RMB165,722,924.55 yuan, of which the spemal account
" _depos1t is equivalent to RMB116,884,800 yuan.

- 44 Prepayments and Receivables
, The beginning balance is 0 yuan, while the endlng is RMB14, 105 185.18 yuan,

most of which is construct1on pre-payments by the project counties
(city/district).

4.5 Project Appropriation Funds ' '

~The beginning balance is RMB4,488,924.38 yuan, while the ending is RMB
125,311,708.61 yuan, most of which are available counterpart funds of the
" centre, province, and counties (city/district), which accounts for 10.17% of the
total counterpart funding planned for the Project -- RMB 1,231,620,000 yuan,

- in which the central finance fund is RMB6,380,872.46 yuan in place

cumulatively; the counterpart fund of local governments is cumulatively
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RMB97,307,725.50 yuan in place, representing 8.23% of that planned;
self-financing cumulatively RMB21,623,110.65 yuan in place, accounting for
44.52 % of that planned.

4.6 Project investment loan

The beginning balance is 0 yuan, while the ending RMBI120, 131 ,600 yuan,
equivalent to USD18,500,000 (including USD500,000 of front-end fee),
which is a part of the IBRD loan, amounting to 9.25% of the total loan
proceeds for the Project USD200 million.

4.7 Payables .
The total payable of the current period is RMB14,818,989.75 yuan, most of
which is payab_le construction payments for the Project.

4.8 Retained eafnings _
The retained earnings of the current period are RMB 0 yuan.

S. Status of the Special Account

The special account of this project is set in USD with the Business Department

of the Zhejiang Branch of the Construction Bank of China, and the Account
‘No. is 33050161353509666888. Amount advanced by the World Bank is USD

18,000,000. The beginning balance of the special account is USD zero, within
this period USD- 18,000,000 was replenished and USD zero was paid, the
‘ending balance was USD 18,000,000. '

6. Overall Plan for the Project

Because some subprojects identified in the original FSR period had been
changed as a result of Zhejiang's campaign of five-water improvements
(Wastewater, water supply, flood water, logged water and water conservation),
the planned figures filled in the Financial Statements are based on the total
investment amount in the Document titled Approval on FSR Adjustments of
World-Bank-funded ZRWSSP (ZheFaGaiWaizi ( 2014 ) No.426).Those planned
figures will be readjusted and ascertained after the approval document being
issued on the prehmmary design for each subproject.

7. Project Prooress

Up to Dec. 31, 2015, 25 contracts had been signed under the Project, with a
total contract ‘value of RMB305 million yuan (contract price estimate 381
million yuan), representing 43.64% of the total estimated amount (RMB873
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million yuan) of the contracts of the first phase. The rest 7 ones are under
procurement with a total contract price estimate of RMB185 million yuan.
The implementation status is described respectively as follows:

Anji: Up to Dec. 31, 2015, totally 11 World-Bank-funded contracts of the first
phase subprojects had been under implementation, under which 98 km
pipeline had been laid, 1846 houses connected, the civil works of the Lingfeng
PS and an elevated water tank completed, and 40% of civil works completed
in Meixi Wastewater Treatment Plant.

Fuyang: Up to Dec. 31, 2015, totally 8 World-Bank-funded contracts of the
first phase subprojects had been under implementation, under which 13 km
pipeline had been laid, 1680 inspection wells completed, the civil works of
Fuyang Wastewater Treatment Plant (IV) had started construction.

Tia.ntai Up to Dec. 31, 2015, totally 3 contracts of the first phase subprojects
had been under 1mp1ementat10n under whlch 12 km pipe had been 1a1d but no
house connected at that time.

Longquan:_ Up to Dec. 31, 2015, totally 3 contracts of the first phase

- subprojects had been under implementation, under which 13.8 km pipeline
) had been laid, 69_ houses connected, and 557 inspection wells completed.
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