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I. Auditor's Opinion
Auditor's Opinion

To Liaoning Provincial Finance Department & Liaoning Urban Construction
& Renewal Project Office

We have audited the special purpose financial statements ( from page 5 to
page 18 ) of Liaoning Safe and Sustainable Urban Water Supply Project
financed by World Bank which comprise the Balance Sheet as of December
31, 2020, 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.

Liaoning Provincial Finance Department's Responsibility for the
Financial Statements

Your entity is responsible for the preparation of the financial statements
mentioned above, 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 Liaoning Safe
and Sustainable Urban Water Supply Project financed by World Bank as of
December 31, 2020 its financial receipts and disbursements and the project
implementation 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.5 to NO.7 and the
attached documents submitted to World Bank during the period. In our
opinion, the attached 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.

Liaoning Provincial Audit Office of People's Republic of China
June 21, 2021

Address: No.45-1 Beiling Street, Huanggu District,
Shenyang, Liaoning, China

Postcode: 110032

Tel.: 86-24-86892625

Fax:86-24-86893670

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
(—) Ret#Ex

i. Balance Sheet

BALANCE SHEET

2020 4= 12 A 31 H
( As of December 31, 2020 )

BUE & Fr: HRRATR AL THARAKZ 2T HEL TR E

Project Name: Liaoning Safe and Sustainable Urban Water Supply Project financed by World Bank
Gd e AT HMBIT

Prepared by: Liaoning Provincial Finance Department

B AR
Currency Unit: RMB yuan

- TR A% " 4 , TR A% "
pisiz i Al Er{lje\ Bei?frﬁ%lg WAL L, Er(lje\ Beﬂ;?frfig WIAHL
Application of Fund No. Balance Ending Balance Sources of Fund No. Balance Ending Balance
—. Wi HAET —. BiEkHAETT
Total Project 1 [144,702,749.01| 346,758,912.29 Total Project 28 68,907,184.77|  79,307,038.32
Expenditure Appropriation Funds
o o Z. WHBEASHHE %
R R
Fixed Assets 2 - - ; 7 Canital and 29 - -
Transferred r0J§ct apital an
Capital Surplus
VAN S
2. PRI S b, 35U
Construction
. 3 - - Grant 30 - -
Expenditures to be
. Fund
disposed
3. R _ .
2y — T j:l:if/ﬂA
Investment 4 - (|7 BRfEsRE T 31 | 164,594,035.40| 345.461,362.62
Total Project Loan
Transferred-out
4. (R 1. TH 5K
Construction in 5 |144,702,749.01 346,758,912.29 Total Project 32 164,594,035.40| 345,461,362.62
Progress Investment Loan
o RIS AT AR AR K o
ay =] ;‘;,
Investment Loan 6 - - (1 HSbfEak 33 | 74,122,125.00| 242,349,452.22
. Foreign Loan
Receivable
Hope RifieAE = B
1758 Forb: EHPRIF R
Including: World Bank 7 - - e 34 - -
Including:IDA
Investment Loan
Receivable
=\ R R IR AR R _ s e
'~ £ N —\_\é
Appropriation of 8 - - BRI AR 35 74,122,125.00| 242,349,452.22
IBRD
Investment Loan
Horbre $RATHAT O !
Including: appropriation 9 ) ) HARGIEET 36 ) )
of World Bank Technical Cooperation
Investment Loan
o NS
M. % 10 | 165430000 AR 37 - -
Equipment Co-financing
Hobe Ry AbFR SR i,
L : K| B
Including: Equipment 11 - - 2 W.{E' A 38 90,471,910.40( 103,111,910.40
. Domestic Loan
Losses in Suspense
Ti. BEHEEET 2. HEAEK
Total Cash and Bank 12 | 97,030,613.06| 145,714,302.77 Other Loan 39 - -




1. HRATAFK

M. EZARNAIBER

. 13 | 97,018,436.56| 145,714,116.27 Appropriation of 40 - -
Cash in Bank Investment Loan
Horr: B K 23K . Py
F . BYER
Including: 14 | 41391.41008| 75274468.00] ¢ qﬂw*&lé\f‘i o ] ]
Designated Account or ank Loan
2. & Ti. TS
Cash on Hand 15 12,176.50 186.50 Bond Fund 42 - -
N N . L\ /%‘_\ Iﬁ\
75 U BRI A i 75 fhbn i
Total Prepaid and 16 30,000.00|  15,026,267.94 onstruetion 43 - -
Receivable expenditures to be
offset
o ROSCHAT BEECR
= i AL
o 17 - - T B 44 8,254,790.03| 83,317,209.17
Including: World Bank Total Payable
Loan Interest Receivable
S A o S HEAAN /——4'%%/’ |
ﬁﬂﬁﬂfmﬁjﬁ ) gﬁfP PEAT AT BT KR .
World Bank Loan - S - -
Commitment Fee Receivable Including: World Bank
Loan Interest Payable
AT DR Bt 4 g
ﬁ% AT B R 5% 4 AT A 50K 2%
. World Bank Loan 19 i -|World Bank Loan 46 i i
Service-fee Receivable Commitment Fee Payable
PEAT AT R0 4 o
’l:\ ﬁ’fjl\-‘u}:# 20 _ _ % 47 _ _
Marketable Securities World Bank Loan
Service  Fee Payable
N o ] IR i3 ] ]
Total Fixed Assets Other payables
[ 7 - ] L. B P ] ]
Fixed Assets, Cost Appropriation of Fund
e RiriH
Less: + IR
Accumulated 2 ) ) Retained Earnings >0 7,351.87 1,068,172.89
Depreciation
TR E L E R 24 ) ) 51
Fixed Assets, net
JE TG
Fixed Assets 25 - - 52
Pending Disposal
JE AR R A ik
- 26 - - 53
Fixed assets losses
in suspense
[N At VRIS G A
vidr i et 27 (241,763,362.07| 509,153,783.00 sk A it 54 | 241,763,362.07| 509,153,783.00

Total Application of Fund

Total Sources of Fund




(=) E#EX

ii. Summary of Sources and Uses of Funds by Project Component

THBER (—)
SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT 1|
AMHE 2020 4 12 A 31 H
( For the period ended December 31, 2020 )

TE AR #RRATRAL TIRARAK L LT HELRETRTE

Project Name: Liaoning Safe and Sustainable Urban Water Supply Project financed by World Bank

Gk EAL: TTHMBIT B ARG
Prepared by: Liaoning Provincial Finance Department Currency Unit: RMB yuan
ES ] it
Current Period Cumulative
T - wpsan | AASEREL o b N
AR AR A L b RiFsERE (R sERHY
. ; Current Tt H S THRIE : :
Current Period Current Period . . Cumulative  |Cumulative
Period % Life of PAD
Budget Actual Actual o Complete
Completed
B4R IFA T Total Sources
of Funds 619,480,600.00 | 191,267,180.77 30.88% | 2,665,374,721.25 | 424,768,400.94 | 15.94%
—. EPRERA TR
International Financing 523,244,400.00 | 168,227,327.22 32.15% | 1,725,000,000.00 | 242,349,452.22 | 14.05%
1. EBREMITRART
IBRD 523,244,400.00 | 168,227,327.22 32.15% | 1,725,000,000.00 | 242,349,452.22 | 14.05%
Z.MEP 4 Counterpart
Financing 96,236,200.00 | 23,039,853.55 23.94% 940,374,721.25 | 182,418,948.72 | 19.40%
1. TR E &
Appropriation Funds 56,798,000.00 10,399,853.55 18.31% 805,374,721.25 79,307,038.32 9.85%
2. AEMER 4 Domestic
Loan 39,438,200.00 12,640,000.00 32.05% 135,000,000.00 | 103,111,910.40 | 76.38%
3. WiH %A Project Capital - _ } }
Zgiz AT Total
Application of Funds 619,460,600.00 | 202,056,163.28 32.62% | 2,665,374,721.25 | 346,758,912.29 | 13.01%
1. KB Water
Supply Infrastructure
Improvement 424,864,100.00 | 177,825,511.73 41.85% | 1,981,266,000.00 | 274,751,308.77 | 13.87%
2. KRS SE Water
Supply Service Improvement 172,616,900.00 2,480,475.96 1.44% 393,852,000.00 4,304,107.96 1.09%
3. T H St SCREAIBLAL s
Project implementation support
and institutional strengthening 13,559,600.00 16,759,111.72 123.60% 116,955,000.00 51,294,627.43 | 43.86%
4, S{E?% Front-end Fee 120,000.00 -282,062.50 -235.05% 4,277,038.00 4,078,062.50 | 95.35%
5. T H Sty 55 2
Financial Charges During
Implementation 8,300,000.00 5,273,126.37 63.53% 169,024,683.25 12,330,805.63 7.30%
75 Difference -10,788,982.51 78,009,488.65
1. BISGRAEAL Change in
Receivables 14,996,267.94 15,026,267.94




EN 2t
Current Period Cumulative
AMRE | A | FPERE | B [Risemi
i ! Current T H 2 ) .
Current Period Current Period . . Cumulative Cumulative
Period % Life of PAD
Budget Actual Actual o Complete
Completed

2. A4 Change in
Payables

3. TRMBE SN Change in
Cash and Bank

4. B (BRI B
Other (Including Exchange
Gain & Loss)

-75,062,419.15

48,683,689.72

593,478.98

-83,317,209.17

145,714,302.77

586,127.11




RE#HEX (Z)

SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT II

AW#ZE 2020 4F 12 A 31 B
( For the period ended December 31, 2020 )

BHAR: ERRATRAITHARKZLTHELREF BT E
Project Name: Liaoning Safe and Sustainable Urban Water Supply Project financed by World Bank

G AL AT HMBT

Prepared by: Liaoning Provincial Finance Department

B AR
Currency Unit: RMB yuan

BH AR
Project Component

TUH 32 H

Project Expenditure

Rl
Cumulative
Amount

O A5

Assets Transferred

JE =
Fixed Asset

BB
Current Asset

T
Intangible Asset

IERE T
Deferred Asset

TEETRE
Work in
Progress

Fr I 3

H Construction

Expenditures to
be Disposed

R
Investments
Transferred-out

1. Ktk Water Supply Infrastructure
Improvement

274,751,308.77

274,751,308.77

2. BKIRS 3% Water Supply Service Improvement

4,304,107.96

4,304,107.96

3. TH SZiti SZ FEAIALRI INGE  Project implementation
support and institutional strengthening

51,294,627.43

51,294,627.43

4. H4iF%% Front—end Fee

4,078,062.50

4,078,062.50

5. i H sCHEiAN %5 %% F Financial Charges During
Implementation

12,330,805.63

12,330,805.63

1t Total

346,758,912.29

346,758,912.29




(Z) KRR AATEILE

iii. Statement of Implementation of Loan Agreement

STATEMENT OF IMPLEMENTATION OF LOAN

Project Name: Liaoning Safe and Sustainable Urban Water Supply Project financed by World Bank
B AR T

GIMEAL: T THMBT

KR IAT R ILR

AGREEMENT
AW ZE 2020 4 12 A 31 H
( For the period ended December 31, 2020 )

TUE 4 A FRRATR R THARAKZ 2 HEL R T EIE

Prepared by: Liaoning Provincial Finance Department

Currency Unit: RMB yuan

i
Category

¥ B BE K &
Loan Amount
¥t (USD)

ALK

Current-period Withdrawals

ENET €

Cumulative Withdrawals

%76 (USD)

Fre AR
(RMB)

%76 (USD)

e ARD

(RMB)

1. 7584 Civil Works &
Goods

240,235,000.00

11,140,853.10

72,692,952.39

11,140,853.10

72,692,952.39

(1) PB4 )

Shenyang Water Supply Group 85,040,000.00 195,022.64 1,272,503.22 195,022.64 1,272,503.22
Co.

QLT K S EA B IRAT 40,050,000.00 300,521.92 1,960,875.48 300,521.92 1,960,875.48
Anshan Water Group Co.

IR K (EHD YN

(M HEA CBHD HIRZ 61,890,000.00 5,634,892.90|  36,767,112.68 5,634,892.90 36,767,112.68
&J Fushun Water Supply Group Co.

(4) B H K55 IRAE] Fuxin 28,605,000.00 3,256,771.31 21,250,107.12 3,256,771.31 21,250,107.12
Water Co.

(5)FH MK 254 BRATE] Gaizhou 24,650,000.00 1,753,644.33 11,442,353.89 1,753,644.33 11,442,353.89
Water Co.
2. EEAIRS, WEBITHK,
i, A 2 RS IR %%
Non-consulting services, 9,140,000.00 376,394.63 2,455,937.33 376,394.63 2,455,937.33
Incremental Operating Costs,
Training and Workshops and
consultants' services
3. 4% Front-end Fee 625,000.00 625,000.00 4,078,062.50
4. LK/ Designated Account 15,000,000.00|  97,873,500.00|  25,000,000.00 163,122,500.00
5. HAh Others
M3t Total 250,000,000.00|  26,517,247.73|  173,022,389.72|  37,142,247.73 242,349,452.22

10




(W) TRKFPHE

iv. Advance Account Statement

T AKX P #®X
SPECIAL ACCOUNT STATEMENT

AR ZE 2020 45 12 A 31 H

( For the period ended December 31, 2020 )
TUE AR RARAT BRI TR A Z 2R R EIE
Project Name: Liaoning Safe and Sustainable Urban Water Supply Project financed by World Bank

KA 5: 8837-CN
Loan No. 8837-CN
AL T M EBIT

Prepared by: Liaoning Provincial Finance Department

FFPARATA IR FEERRT

Depository Bank: China Construction Bank

HE: 21050137000800000692

Account No:21050137000800000692

BRME: X
Currency : USD

A TRy ARIE AR ECIIRLL

Part A - Account Activity for the Period

4% Amount

IR

Beginning balance 5,933,231.57
54 hn Add:
A H T FHRAT [ h S Amount replenished by World Bank in the period

26,517,247.73

AR BN BB FENT IR 885

Interest earned in the period if deposited in Designated
Account

1,731.31

AHAS R S I A

Amount refunded to cover ineligible expenditures

b Deduct:
A AT B Total amount withdrawn 20,915,716.87
FEFEH Total Interest withdrawn

JAR AL SRR ¥ A 55 2 S

Service changes if not included in above amount
withdrawn

AR AR

Ending balance

11,536,493.74

B #ar: ERIKSIET

Part B - Designated Account Reconciliation

L. FHRAT B 3R 8

Amount advanced by World Bank

25,000,000.00

2. FRARAT FAT s [ i A

Amount recovered by World Bank

3. & K P P

Outstanding amount advanced to the Designated
Account

25,000,000.00

4.5 FATK P AR R A Ending balance of Designated Account 11,536,493.74
1 Add:

5 IR R IERIKAE R [B] 1h g4

Amount claimed but not yet credited at the period
end

11



HHE 155 (W BUT)

Application No.

6.8 2 IR CL AN R FR A R IK g

Amount withdrawn but not yet claimed

13,466,291.42

TSP B2 (AR EAE S A6 #2r)

Cumulative service charges (if not included in
item 5. or 6.)

W

Deduct:

8.RIFLEHN CFENEHIIK 7 #573)

Interest earned ( if deposited in Designated
Account)

2,785.16

9. HIAR T P FIUAT KR A

Total advance to Designated Account at the
period end

25,000,000.00

12




(&) MEHEHE

W 25k FIE

1. 3 E 5

HEFRRAT AR T TIAA AL AT FHFE LR BIE (LT H AR AT
BH) F20184 6 H 4 HjBHTESZ2HE, REBFT 201848 A 6
B IER G HFRRATEITARIE B KRB ED, (R EY F 2018 4 10
H 23 B 4%, MITRAEF N 2510%7T, R FH 8837-CN. &I H
Wy K JE Bl Ar A TR T B 3 IX (A e B K R Rz 4T 308, BB P 3 T
B SATHBEAMRS, B K 569 5 A B . BH it 2023 4 6 H 30 H % L,
2023 4 6 Fl 30 B SK P AMK, TUE B A AT 3.86 {LE T, HAH
MMFARAT R 2.5 0% 70, S E BT H 65%, HA& 35% ¥ mES5s
W R AT e,

T E SR AL

I FE K % B2 A IR H]

Bl oA R EARAE

TR HEA (FH) ARAH

BT H & H A R LA E

FmMN T RS A RFTAELNH

2. W&k e E
A 55 Ay G R B4 5 AT IR B A R kg BT & A
K P 4Rk

3. TELUHBK

3.1 ARTE M4 K% B B (HRBTRETE 2L 5 E)
(PR (20000 13 5 ) W E Rk 44,

32U MEFERA N HES, WAIEF1IA1EZ12 A31H,

33 AT H UM E VL “BEK A GE ALK RN, & AR E 0

13



TKiEIEK, UAR T A IEKA L.
3.4 HIRST &1 E P EARRTLAHNILEFRENTE. 2020
212 F 31 HHWILE 4 USDI=A K i 6.5249 1.

4. /KA B 9L

4.1 FE KA

AHI N K AT E R AR 202,056,163.28 76, # F 2020 4F 12 F 31 H,
2T AR 346,758,912.29 J0, H N A TR, i EH LI 13.01%.

42  BAt

R B AR H1,654,300.00 75, K4 L FIE BRI W & E BB

43 BT RA

B RETRAFH 145,714302.77 T, HHEFHK P ERETIEA
B 75,274,468.00 7.

4.4 TR RN WO
B R AT B Wk Tk B R4 15,026,267.94 7.

4.5 T E K&

HARTE % H 4 H 79,307,038.32 76, & HEH I H TR HH 9.85%.

4.6 T E &=

MATEER AT N AR T 345,461,362.62 74, HF EHIMERITAEA
B T 242,349,452.22 75, & EAMEZ T RIFH 14.05%; B ABZLF
103,111,910.40 &, & B AR TR 8 76.38%.

4.7 B

HIARTE N ZAF Hh 83,317,209.17 TG.

4.8 ¥ RRIIN

R B RIRNAFT R 1,068,172.89 T4, 4,365 F W P F| Bk N fo &
N 7K B % U AL B AR IE 4

5.4 B R AT B L

14



AH O R BB R A 2651724773 F o1, T A AR
173,022,389.72; K B3R B A # 4 37,142,247.73 270, AR T
242,349.452.22 TG.

6.5 I K P L 16 L

AW R K PR B AT H 3% A 8 B 4 15,000,000.00 %76, #1%
T4 K Bk 2] 25,000,000.00 £ 5. A R K H A 20,915,716.87 %
T, MARZIK P 2F 4 11,536,493.74 £ 70, &FE 2,785.16 = L F| B
N

(%R SURGE:R 2

U E ¥ AP P  FARAT R S RS AT B = = BUE 2 Rk
MR A& £ FE RAMRPATHIARARTARERKS —Bozd T
Jh 0 A 4 1 A

15



II. Notes to the Financial Statements

Notes to the Financial Statements
1. Project overview

Liaoning Safe and Sustainable Urban Water Supply Project ( hereinafter
referred to as ‘Project’ ) was approved by board of director of World Bank
(hereinafter referred to as “WB’) on June 4th 2018. The government of the
People’s Republic of China officially signed the Loan Agreement with WB
on August 6th, 2018. The Loan Agreement became effective on October
23th, 2018. The WB loan amount is USD 250 million for implementation of
the Project. The WB Loan Number is 8837-CN. The project development
objective is to improve water quality and operational efficiency of selected
water supply utilities in the project areas. The project will impact the water
supply services in five cities, benefiting a total population of 5.69 million
people. The Project implementation is expected to be completed by June
30th 2023 and the closing date for loan account is June 30th 2023. The total
investment amount in the project is estimated as USD 386.29 million, among
which the WB loan amount is USD 250,000,000.00 accounting for 65% of
the total investment. The remaining 35% comes from counterpart funding by
the relevant cities.

The implementing agencies include:

e Shenyang Water Group Company Ltd;
Anshan Water Group Company Ltd;
Fushun Water Group Company Ltd;
Fuxin Water Group Company Ltd;
Gaizhou Water Company Ltd.

2. Consolidation Scope of the Financial Statements

Consolidation scope of the financial statements covers the financial
statements of five subprojects and the statement of Designated Account set
up in the Liaoning Provincial Department of Finance.

3. Accounting Policies

3.1 The Financial Statements of the Project are prepared according to the

16



requirements of Accounting Methods for the World Bank Financed Projects
( 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.

3.3 The accrual basis and the debit/credit double entry bookkeeping method
are adopted. RMB yuan is used as the recording currency for bookkeeping.

3.4 The exchange rate used in the financial statements is the middle
exchange rate recorded by the People’s Bank of China, which is USDI1=
RMB6.5249 yuan on December 31, 2020.

4. Explanation of Accounts
4.1 Project Expenditure

The project expenditure incurred during the current period was
RMB202,056,163.28 yuan, while the total project cost by December 31,
2020 was RMB346,758,912.29 yuan, all of which are the construction in
process, accounting for 13.01% of the total investment plan.

4.2 Equipment to be installed

The ending balance of equipment was RMB1,654,300.00 yuan, which was
the equipment already purchased but yet to be installed on Anshan
subproject.

4.3 Total Cash and Bank

The balance of cash in the bank and on hand was totally
RMB145,714,302.77 yuan, among which the cash balance of the Designated
Account was RMB75,274,468.00 yuan equivalent.

4.4 Advanced Payment and Receivable

The ending balance for advanced payment and receivable was
RMBI15,026,267.94 yuan.

4.5 Project Appropriation Funds

The ending balance for the appropriation funds was RMB79,307,038.32
yuan, accounting for 9.85% of the appropriation fund plan.

4.6 Project Loan

The ending balance of total loan of the project was RMB345,461,362.62
yuan, among which the foreign loan was RMB242,349,452.22 yuan
equivalent, accounting for 14.05% of the planned foreign loan. Domestic
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borrowing was RMB103,111,910.40 yuan, accounting for 76.38% of the
domestic borrowing plan.

4.7 Payable
The ending balance of account payable was RMB83,317,209.17 yuan.
4.8 Retained Earnings

RMB1,068,172.89 yuan was accounted as the ending balance of retained
earnings which included the interest income earned in the Designated
Account and a bid guarantee fund confiscated by Gaizhou Water Supply
Company as a penalty to a non-compliant bidding contractor.

5. Loan Agreement Implementation

During this period, a total of USD26,517,247.73 of loan funds were drawn
down, equivalent to RMB173,022,389.72 yuan. The ending balance of the
accumulated loan funds drawn was USD 37,142,247.73, equivalent to RMB
242,349,452 .22 yuan.

6. Designated Account

During the period, the Designated Account received a new advance of
USD15,000,000.00 from the World Bank, bringing the total advance to
USD25,000,000.00. The loan funds disbursed during the period were
USD20,915,716.87, and the ending balance of the Designated Account was
USD11,536,493.74 including USD2,785.16 of earned interest income.

7. Other Explanations

The discrepancy among the World Bank loan difference between ending and
beginning balances in Balance Sheet, the World Bank loan current period
actual in Summary of Sources and Uses of Funds by Project Component I,
and World Bank loan current period withdrawals in Statement of
Implementation of Loan Agreement is resulted by exchange gain and loss.
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III. Audit Findings and Recommendations

Audit Findings and Recommendations

In addition to performing the audit and expressing an opinion on the
financial statements, we also make observations with respect to compliance
with applicable provisions of state laws and regulations and the loan
agreement of the relevant entities, its internal financial control and project
management, project performance and the follow-up of previous
recommendations during the project implementing process. We found the
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following issues:

A. Issues related to violation of national regulations or loan agreements

The equipment that has been put into use is not included in the fixed
assets. The original value of the assets is RMB 23.2763 million.

The two sub project implementation units: Shenyang Water Group Co., Ltd.
and Fuxin Water Group Co., Ltd. have not included the equipment actually
delivered into the fixed assets and accrued depreciation. The asset
management is not regulated, and the original value of related assets is
RMB23.2763 million, of which the original value involved in Shenyang
subproject is RMB22.6763 million.

It does not comply with the provisions of Article 59 of the regulations of the
"Implementation Regulations of the Enterprise Income Tax Law of the
People's Republic of China" (State Council Order No. 512), "enterprises
shall calculate depreciation starting from the month following the month in
which fixed assets are put into use". According to the above regulations, the
project implementation units shall register the delivered assets in time and
the financial management shall be regulated.
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Annex I: Issues on project procurement post review

As required by the World Bank, we conducted post review of 7 contracts,
with a total value of USD14,978,862.21, which respectively accounted for
46.67% and 32.82% of total number and value of post review contracts. This
is the second post review since project effectiveness, and the post review
contracts duration is from January 1,2020 to December 31,2020(Please find
the details in Annex II). We make observations with respect to procurement
processes, contract administration and governance. We found no issue for
clarification, investigation and correction.

21



it 2: EREAREE

Annex I : List of Contracts Reviewed

Bem g Xou/ ARG
Currency Unit: USD/ RMB Yuan

B RAATIE LT
v (EERAE
FIEBL, ORI eum /gt
v v Pa = (=) PN = PN = g) 1 I
e | RS | REER | AEES | AEEM | aEmA BT Name |y o0 o ot (R
NO Procuremen| Procurement Contract Contract Contract of and USD Equivalent)
) t category method number signed date description Contract contractor/supplier q
implementation|  /consultant
description
RMBS, 591, 000. 00 yuan
GECET, #E
s w12 o 1202 12 1 N TN
R D oo | aoons | AR P20 E IR HS] et
0 TS T FAEAT]
P&, 10 USDI, 263, 382. 35
R HARSAS o I
GIECET, #E
D020 412 H 31 H RMBI3, 267, 000. 00 yuan
(| 4| g 7 ! i =]
2 4 Goods ICB SY-E02 20000430 | POREIHBIBHUR L, oo 3 qﬂﬁﬁﬁ*@ﬁﬁfﬁ
BARTEE IR | 5 - FRAF]
POREESS, 104 USDI, 951, 029. 41
R HARSAS o P
PG GRERT, il o SO 00000y
3 Consultant |~ QCBS SY-ZXol 20200828 | HR TR LI [TRATFIT, | e
Services ﬂi?iéEEZﬁa =} LH

USD1, 467, 647. 06

22



SRICZHT, B8R
D020 4212 A 31 H

RMBS18, 333. 00 yuan

4 54 Goods W SY-E09 20200612 INATES CeRt. S| BRI TR AT
0/ JLAZ 2 g0
2%@%5@% USDI20, 343. 09
LBk RO, s o [ TP S0 00000
5 ) Goods ICB FX-E01 20200228 | WitHUEBEAATRL [T EEFFHRN i ,A%J‘
K s VR 100%.
K M5 FH; EAK 100% USD3, 219, 117, 65
EIFCSET S o) myon ey % B
6 ¥ Goods | Shopping FX-E06 20191025 | EHTH AR [CIBEHINE %ﬁﬁé e
=K 100%,
FH, 233k 100% USD8Y, 695. 59
. RMB46, 700, 000. 00 yuan
BHMRIMEED L e N N
7 % Works NCB FX-CO1 20200901 | KHtK G ”Haﬂﬁl Ei Zﬁ%ﬁ@&%ﬂﬁﬁh
T (—k7ED A<t 1006 T 3K ]
USD®, 867, 647. 06
RMBI01, 856, 263. 00 yuan
it

USD14, 978, 862. 21

23




	一、审计师意见
	I. Auditor's Opinion
	二、财务报表及财务报表附注
	Ⅱ. Financial Statements and Notes to the Financial
	（一）资金平衡表
	i. Balance Sheet
	（二）项目进度表
	ii. Summary of Sources and Uses of Funds by Projec
	SUMMARY OF SOURCES AND USES OF FUNDS
	BY PROJECT COMPONENT Ⅰ
	（三）贷款协定执行情况表
	iii. Statement of Implementation of Loan Agreement
	（四）专用账户报表
	iv. Advance Account Statement
	II.  Notes to the Financial Statements

	三、审计发现的问题及建议
	III. Audit Findings and Recommendations 
	Audit Findings and Recommendations
	A. Issues related to violation of national regulat
	Annex Ⅱ: List of Contracts Reviewed               

