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I. Auditor’s Opinion
Auditor’s Opinion

To Shaanxi Small Towns Infrastructure Project Office

We have audited the special purpose financial statements (from page 5 to
page 17) of Shaanxi Small Towns Infrastructure 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 Special Account Statement for the year then ended, and Notes to the
Financial Statements.

Project Entity and Shaanxi 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 Special Account Statement is the responsibility of
Shaanxi Provincial Finance Department, which includes:

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 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 Shaanxi
Small Towns Infrastructure 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 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.01 and the attached
documents submitted 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.

Shaanxi Provincial Audit Office of the People’s Republic of China
June 29, 2016

Address: No. 48, Sifu Street, Xi’an, China
Postal Code: 710002
Tel.: 86-29-87621279
Fax: 86-29-87621279

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
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i. Balance Sheet

% & FHF x
BALANCE SHEET

2015 4 12 A 31 H

(As of December 31, 2015)

B V8 /N R Ak R TR E

Project Name: Shaanxi Small Towns Infrastructure Project Financed by the World Bank
AR B R RAT R AR VN IR A B R T E A

Prepared by: Shaanxi Small Towns Infrastructure Project Office

R Ef: ARTT
Currency Unit: RMB Yuan

TR - % - AT - "
. Tk W I K % o4& kB frx WY I
" & u A Line Beginning Balance | Ending Balance Sources of Fund Line Beginning Balance | Ending Balance
Application of Fund No. & & & " No. € € £
; — WA
—. WH A SR T
. . 1 2,958,815.40 54,651,307.01 Total Project 28 11,576,190.00 79,423,301.50
Total Project Expenditures O
Appropriation Funds
b p T 7 T THBASBIH B AN
. SRR 2 - - Pro'e::t Capital anjd Capital| 29 - -
Fixed Assets Transferred ) P P
Surplus
2. FAAZAH I E S o
frpi Forh A
Construction Expenditures 3 - - . 30 - -
. Including: Grants
to be Disposed
3. K = BIHERGT
4 - - 31 - 100,099,977.15
Investments Transferred-out Total Project Loan 099,977
. . 1. Ti 7
4 (TR FLGE R
Lo 5 2,958,815.40 54,651,307.01 Total Project 32 - 100,099,977.15
Construction in Progress
Investment Loan
T R B R AR E M
NS PR AT 5 EI'TJ\ 6 ) ) (1) I_I/UEIT}\ 13 ) 100,099.977.15
Investment Loan Receivable Foreign Loan
Hor: IR = B AT DR s
(PRI R LA G SrbHBRITR B
Including: World Bank 7 - - Includine: IDA 34 - -
ncluding:
Investment Loan Receivable cudmng
= R AR [ PR FF R AR
Appropriation of Investment 8 - - 17 35 - 100,099,977.15
Loan IBRD
Forp AR A HAT DK BAREGIEE DY
Including :Appropriation of 9 - - Technical 36 - -
World Bank Investment Loan Cooperation
N o ] ] AL . ] ]
Equipment Co- Financing
N R SHERETER 5
AR @) WPt
Including: Equipment Losses 11 - - . 38 - -
: Domestic Loan
in Suspense
T, Wb wEat 2. HAb AR
Total Cash and Bank 12 8,065,374.60 103,816,076.44 Other Loan 39 - -
S M. FgIEANRTE R
AR DS
. 13 8,058,929.60 103,805,875.13 Appropriation of 40 - -
Cash in Bank
Investment Loan
Hor AR N AT HE3R
. i e H T
qu'q.;)ﬂ}&)ﬂ.ﬁﬂ\ 14 - 64,745,729.60 Including: World Bank 41 - -
Including: Special Account
Loan
2. W& i bR
1 445. 10,201.31 42 - -
Cash on Hand 3 6,443.00 0,201.3 Bond Fund

J& 42 (To be continued)




N~ EFIE S

75 B BT . .
A B REMGRET 16 100,000.00  41,195,677.08]  Construction Expenditures | 43 - -
Total Prepaid and Receivable
to be Offset
o SYSCHEAT D8RS .
AR SE SR b b
Including: World Bank Loan 17 - - 44 -452,000.00 20,083,420.72
. Total Payable
Interest Receivable
R Bk R v TR R
P PRI S T DR
. 18 - - Including: World Bank 45 - -
Commitment Fee Loan Interest Payable
Receivable 4
FIAS AT SER AT
FICHEAT SERRBE 4 o FH 9% 4
World Bank Loan Service- | 19 - - World Bank Loan 46 - -
Fee Receivable Commitment Fee
Payable
A AT YRR B 42 5
£ A 2 i | = 47 - -
Marketable Securities World Bank Loan
Service Fee Payable
T N ] IS 45 ] ]
Total Fixed Assets Other Payables
e 7 0’ ] NN 40 ) ]
Fixed Assets, Cost Appropriation of Fund
W 2T IR .
d SR TTON
Less: Accumulated 23 - - . . 50 - 56,361.16
. Retained Earnings
Depreciation
e Ny ] i
Fixed Assets, Net
[ e A s ] ]
Fixed Assets Pending Disposal
i AR 5 B R 9y ] ]
Fixed Assets Losses in Suspense
% A e S
Al 27 11,124,190.00 199,663,060.53 BERIRA 51 11,124,190.00 199,663,060.53

Total Application of Fund

Total Sources of Fund
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iv. Special Account Statement

TR KRR
SPECIAL ACCOUNT STATEMENT

AHIEE 2015 F 12 A 31 H
(For the period ended December 31, 2015)

TUE e HRARAT R B/ MR AR
ERIE

Project Name: Shaanxi Small Towns
Infrastructure Financed by the World Bank
A5 8425-CN

Loan No. 8425-CN

IR AL BRTTE BT

Prepared by: The Finance Department of

Shaanxi province

TP @RAT A FEBRATHRESE ST
Depository Bank: Bank of China Shaanxi
branch

Tk 5: 102852294882

Account No. : 102852294882

WHAE: ET

Currency: USD

ATy A FIK P S i

Part A—Account Activity for the Current Period

B

Amount

FHIARH

Beginning Balance

A

Add:

15,003,343.90

1. tHA4R4T7HMFE (Total amount disted World Bank )

15,000,000.00

2. FIEW N (Total interest earned) 3,343.90
Vit

5032645.12
Deduct:
1. A3} (Total Amount Withdrawn ) 5,032,635.16
A, TS (Civil Works) 4,834,930.34
B. Tt%) (Goods) 197,704.82
2. FLHRIH Service Charges 9.96
3. HHAEATEIUR Recovered by World Bank
FEARLF (Ending Balance) 9,970,698.78

( J& %2 To be continued)
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B sy &K R gt
Part B—Account Reconciliation Amount

1A FARAT B RAE R

15,000,000.00
Amount Advanced by World Bank

/b (Deduct): _

2. FHARAT [El
Total Amount Recovered by World Bank

3 AR I 1 AT 3K

. . . . 15,000,000.00
Outstanding Amount Advanced to the Special Account at the End of this Period

4.7 PR P AR AR

Ending Balance of Special Account %970.698.78
i (Add): -
5B AR L R HOUCAE B A 0] b <
Amount Claimed but not yet Credited at the End of this Period )
HigEBS A
Application No. Amount ]
6. 48 A IR O SCATE R HE HRIK 80 5,032,635.16
Amount Withdrawn but not yet Claimed at the End of this Period
7R B B3 GRS 5 A6 A= 0.06
Cumulative Service Charges (If not included in item 5. or 6.)
k> (Deduct): -
8RN N HIK 1 #93)
3,343.90

Interest Earned (If included in Special Account)

9. A HUYIAR L FIK B A7 3K

} ) , 15,000,000.00
Total Advance to Special Account Accounted for at the End of this Period

11




(E) M4 #|xMiE
Wt 2R M E

1.5 B L

SR /N REE R R TE (MATRZKF: 8425-CN, FHZ:
P133069) T 2014 F 11 A 4 HEITT"RA&WME, 2015 F 1 A 26 H AR
T E 2V HA O 20152020 4, it KMk B 4 2020 45 12 A 30 H.

TEFREERE ., REm-tmAANE (K) 814 MidE, B
NEEEREER, SHKEN. ATE, ZHEH, H5ETmHER
EEWEEM R, UABEEERE. THEZHEIXFS. MEERTA
R 1576 126, EFHATRZK 15 1CE7T, AEART 92127, EW
MEZ 6.56 L7T. ZHREWER, ¥ THREFHXER XA MAT AL
MR, REEMRER S AT, BAMES G AS LS, Rt~
VWEFLEREADEFES, FEIFLAFEMBENERIMS E 2
MREREAFEFEEZNE L.

2. WAk

AW FRAEANRECECERTEIE A, LAR., BRe. R F
. GE. e, BH. Xe. KAFIAE (K) FHAAHNMFREK
& BT T RIK P R

3. TELITHE

3.1 ATEMEMERBY KR (HAFTREATE S HTBEDE)
(M FFF (2000) 13 5) BIE KB4,

322U BESFEXANAER,BIAFES1 A1 HZ12 A 31 H,

3.3 RTE Q@ EHELL R L AFEAITKEN, XA FREAILT
JKzEK, UARTAIEKAL T,

12



3.4 B FEARSAT 2015 £ 12 A 31 HILX, Bl USDI=A R
6.4936 7T .

4.3 & E A

4.1 T H X H

2015 £ EH X H ART 51,692,491.61 7T, Eit X H AR
54,651,307.01 7T, & &#H% K ITRIW 3.47%.

42 T K 4

2015 12 A 31 HER TR 4245 9 A KT 103,816,076.44 7T, th E&
#m AR T 95,750,701.84 TG, H F & F Ik P FHIT A A KT 64,745,729.60
TG o

4.3 TAT B R Uk 3K
2015 4 12 A 31 H4&#H 4 AR 41,195,677.08 76, A&E (X) I
BEAMMA IR EES B HER A,

4.4 T B % #K

2015 £ 12 A 31 H4& 5 8 AR 79,423,301.50 6, &4 . EHKE
fL BB 4

HH X EE R 4 LA KT 656,323,404.00 7T, # £ 2015 4 12 A
31 HE|CBE A RT 79,423,301.50 G, &iTRI8 12.10%, HF: &Kt
XNEEXSLBTEMART 100 71; BERAMEXRLRITEMLART
78,423,301.50 7T,

4.5 JUHE & %

2015 % 12 A 31 H4% 4 AR 100,099,977.15 75, £+ EiF &%
T & ARAT R A A 15,415,174.50 =70, ¥TH A KT 100,099,977.15 7T,

AZE 2015412 A 31 H, BUHRIHEFHETRXA S 15,415,174.50
E6, " RHEBH 1028 %, H . EEHF B Rt 40,174.50 £ T; %
{E %% 21t 375,000.00 = 70; & A K Bit 322 15,000,000.00 % 7T,

13



4.6 FLA1TEK
2015 4 12 A 31 H4& % 4 AR ™ 20,083,420.72 &, TER LA H (X)
TH A NAT TREZKE RS

4.7 ¥
2015 4 12 A 31 H&H A AR T 56,361.16 7T, F EZHTHEZHF L
Il SN

5.5 FKFHEREN

ATMEETRAKFREFERTRBE 2TE LI, KN
102852294882, Mt =70, & FKF Bk FZ 1,500,000.00 % 7T, 2015
FEEAAHE 0.00 £ 7T, AEE EA 1,500,000.00 =71, FE KA 3,343.90
£I0, ARFEFA5,032,635.16 T, HF: I LEK 483493034 %
TG, 2K A KA 132,836,305.00 BT 3.64%; FAT M. B R & AR
% 197,704.82 #7T, HiZEK A EH 4,876,539.00 # 4.05%, FRAEH
9,970,698.78 % 70,

14



v. Notes to the Financial Statements

Notes to the Financial Statements

1. Project overview

The Loan No. of Shaanxi Small Towns Infrastructure project financed by the
World Bank is 8425-CN and the Project No. is P133069. The loan agreement
was signed on November 4, 2014, and took effect on January 26, 2015. The
project construction period is from 2015 to 2020.The loan account will be
closed on December 31, 2020.

The project involves 9 counties (districts) in Central and Southern area of
Shaanxi province. The building contents are town road, water supply and
drainage pipelines, water supply projects, illuminating and forestation, road
reconstruction and other town infrastructure as well as the improvement of
town management and project implementation. The total investment of the
project is RMB 1.57 billion yuan, of which, the loan from world bank is USD
150.00 million, converting into about RMB 920.00 million yuan, the domestic
supporting capital is about RMB 656.00 million yuan. The construction of this
project has great significance for the improvement of road traffic and the
infrastructure conditions of water supply and drainage, improving
infrastructure service level, improving urban function and the carrying
capacity, promoting industrial centralizing development and human
centralized living, demonstrating and guiding new urbanization construction
and overall development.

2. Consolidation Scope of the Financial Statements

Consolidation scope of the financial statements covers the financial statements
of the project office of Shaanxi province and 9 project offices of county level,
as well as the Special Account set in the Provincial 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
(Caijizi[2000] No.13 ) .

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

15



3.3 The accrual basis and the debit/credit double entry 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 USDI1=
RMB6.4936 yuan.

4. Explanation of Subjects

4.1 Total Project expenditures

The project expenditure in 2015 was RMB51,692,491.61 yuan, and the
cumulative expenditures were RMB54,651,307.01 yuan, which accounted for
3.47% of the total investment plan.

4.2 Cash and Bank

On December 31, 2015, the balance was RMB103,816,076.44 yuan with a
increase of RMB95,750,701.84 yuan compared with that of the last year. And
the funds in the Special Account were converted to RMB64,745,729.60 yuan.

4.3 Prepaid and Receivable
Its balance on December 31, 2015 was RMB41,195,677.08 yuan, mainly the
prepayment to the civil work suppliers.

4.4 Project Appropriation Funds

The balance on December 31, 2015 was RMB79,423,301.50 yuan, which was
the counterpart funds allocated by all levels including the province and the
county.

The total planned counterpart funds of this project were RMB656,323,404.00
yuan. By the end of 2015, RMB79,423,301.50 yuan of the counterpart funds
had been allocated, which accounted for 12.10% of the plan. The actual
cumulative allocated funds for the province level were RMB
1,000,000.00 yuan and the actual cumulative allocated funds for the county
level were RMB78,423,301.50 yuan.

4.5 Project Loan

The balance on December 31, 2015 was RMB100,099,977.15 yuan, including
the IBRD loan USD15,415,174.50, equivalent to RMB100,099,977.15 yuan.
By the end of December 31, 2015, accumulated USD15,415,174.50 of the
World Bank loan had been withdrawn, accounting for 10.28% of the total,
among which the withdrawal for Interest Incurred during Construction
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was USD40,174.50; the withdrawal for Front-end Fee was USD375,000.00;
the withdrawal for Special Account was USD15,000,000.00.

4.6 Payable
The balance on December 31, 2015 was RMB20,083,420.72 yuan, mainly
payable to the civil work suppliers.

4.7 Retained Earnings
The balance on December 31, 2015 was RMB56,361.16 yuan, mainly interest
earned of bank deposit.

5. Special Account

The Special Account of this project is set in Bank of China Shaanxi branch,
with the account number of 102852294882, and USD as currency Unit. The
initial Deposit of the Special Account is USD1,500,000.00. The beginning
balance of 2015 was USDO0.00 and the reimbursement in the year was
USD1,500,000.00. This year the interest earned was USD3,343.90 and the
disbursement was USD5,032,635.16, among which the withdrawal for
civil works was USD4,834,930.34,accounting for 3.64% of the category plan;
the  withdrawal = for  goods, training and  consulting  was
USD197,704.82,accounting for 4.05% of the category plan. Thus, the ending
balance was USD9,970,698.78.
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