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I. Auditor’s Opinion
Auditor’s Opinion
To Zhengzhou Rail Transit Co., LTD,

We have audited the special purpose Financial Statements (from page 8 to
page 18) of Zhengzhou Rail Transit Line 3 Project (Phase I) 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 Special
Account Statement for the year then ended, and Notes to the Financial
Statements.

Project Entity's Responsibility for the Financial Statements

Your entity is responsible for 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, which include:

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 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
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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 Zhengzhou
Rail Transit Line 3 Project (Phase I) 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 year then ended in accordance with Chinese accounting standards
and system, and the requirements of the project loan agreement.

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.

Henan Provincial Audit Office of the People’s Republic of China
June24, 2016

Address: No.27 Weier Road, Zhengzhou City, Henan Province, P.R.
China

Postcode: 450003

Tel.: 86-371-65648053

Fax: 86-371-65995265

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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v. Notes to the Financial Statements
Notes to the Financial Statements

1. Project Overview

The loan No. of the Zhengzhou Urban Rail Project is 8457-CN. The
construction of Zhengzhou Urban Rail Transit aims to effectively
improve the condition of Zhengzhou’s infrastructure and enhance the
leading role of Zhengzhou. It is of great importance to fundamentally
relieve the urban traffic pressure, further improve the condition of the old
town, decentralize population and promote the prosperity and
development of the new town. The main components of the Project
include Phase 1 of the construction of Metro Line 3, starting from
Xinliulu Road Station to Hanghaidong Road Station.The total length of
the main line is 25.2 kilometers, with a total of 21 stations. The project
agreement was signed on Feb. 13, 2015 and entered into effect on May
13, 2015. The account of the project was expected to be closed on June
30, 2021. The total investment plan of the project was RMB20.608
billion yuan, of which the World Bank loan amount was USD250 million.
The World Bank loan will be used for the civil works of Bidding Section
1 to 4 of Metro Line 3. The investment was expected to reach RMB 1.89
billion yuan.

2. Consolidation Scope of the Financial Statements

The scope of the financial statements covers the financing and the
construction investment accounting of Metro Line 3 prepared by the
Metro Project Office of Zhengzhou Rail Transit Co., LTD,

3. Accounting Policies

3.1 The Financial Statements of the project were prepared according fo
the requirements of Accounting Methods for the World Bank Financed
Project (Caijizi[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 entry bookkeeping

method are adopted. RMB is used as the recording currency of
bookkeeping.
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3.4 According to the People's Bank of China December 31, 2015
exchange rate, that is USD1 = 6. 4914yuan.

4. Explanation of Subjects

4.1 Total Project expenditures
The project expenditure in 2015 was RMB62,483,241.24yuan, and the
cumulative expenditures were RMB136,550,949.28 yuan.

4.2 Prepaid and receivable

Its balance on December 31, 2015 was RMB18,000,000 yuan, mainly
the prepayment to the work of land requisition and resettlement along the
Line 3.

4.3 Project Appropriation Funds

The balance on December 31, 2015 was RMB 137,700,197.43 yuan,
which were the counterpart funds allocated by Zhengzhou Municipal
Government.

4.4 Payables
The balance on December 31, 2015 was RMB 16,850,751.85 yuan,
mainly the retention money of survey and design.
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