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|. Auditor’ s Opinion
Auditor’s Opinion

To the World Bank Loan Project Management Office of Department of Human
Resources and Social Security of Guangdong Province

We have audited the special purpose financial statements (from page 6 to page
20) of Guangdong Social Security Integration and Rural Worker Training
Project financed by the World Bank, which comprise the Balance Sheet as of
December 31, 2017, 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 Guangdong Provincial Finance Department's
Responsibility for the Financial Statements

The preparation of the Balance Sheet and the Summary of Sources and Uses
of Funds by Project Component is the responsibility of your entity, while the
preparation of the Statement of Implementation of Loan Agreement and the
Special Account Statement is the responsibility of Guangdong Provincial
Finance Department, 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;

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 Guangdong Social Security
Integration and Rural Worker Training Project financed by the World Bank as
of December 31, 2017, 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 of No. 8268-06 to No. 8268-08
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.

Guangdong Provincial Audit Office of the People’s Republic of China
June 25, 2018



Address: No. 361, West Huangpu Avenue, Tianhe District, Guangzhou City,
Guangdong Province, P.R. China

Postcode: 510630

Tel.: 86-20-87078157

Fax: 86-20-87078201

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
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BALANCE SHEET
2017 4 12 F 31 H
(As of December 31, 2017)

J7IR G AR — R AR R T 5UE

Project Name: Guangdong Social Security Integration and Rural Worker Training Project Financed by the World Bank

GIREAL: [ ARG AT FR A 2RI Tt R ARAT

Prepared by: The World Bank Loan Project Management Office of Department
of Human Resources and Social Security of Guangdong Province

FARITE N E

fHEf: ART T
Currency Unit: RMB Yuan

%4 b % Wi A Y | g i K
Application of Fund Line No. | Beginning Balance | Ending Balance Sources of Fund Line No. gBaIan%e Ending Balance
. —. I KA
~ IUH S a 1 314,436.00596|472501 84882 Tor oiyent. 28 |135,149,669.99|  199,353,985.90
Total Project Expenditures et RS EEE Je TR b
Appropriation Funds
1. ZEfHE e TN I HRASIE GEAR AR
O - 2 - - Project Capital and 29 - -
Fixed Assets Transferred Capital Surplus
2. FrAZBE I H 3 H
Construction Expenditures 3 } PR 30 ) )
to Including: Grants
be Disposed
3 BB A
=. DiEEEZAETT
!rnr\;iitf?rerzas—out 4 - - Total Project Loan 31 98,033,949.68| 260,935,545.01
4 LR L AR A
: Constrﬁction in Progress 5 314,436,095.96( 472,501,848.82 Total Project Investment 32 98,033,949.68| 260,935,545.01
Loan
v AR A P B A K q 4l fit ke
Investment Loan 6 - @ ',f;'gfeﬁﬁg';‘fman 33 | 98,033,949.68| 260,935,545.01
Receivable
Ferp SR P B AT B o
Including: World Bank 7 ) [FerEERTR R s 34 ) _
Investment Loan Including: IDA
Receivable
ENE - e
Appropriation of 8 - | bR R A 35 | 98,033,949.68| 26093554501
Investment Loan
Horr R A AT 5YK ]
Including :Appropriation 9 ) |BREEES 36 ) i
of World Bank Investment Technical Cooperation
Loan
TN 10 ] | mearm 5 ] ]
Equipment Co- Financing
,E\EP%&&IE%%H%E'% 5 (H:
Including: Equipment 11 - @ zﬂmgsg\c Loan 38 - -
Losses in Suspense
. BwmEEE 1 8,711,369.35| 15,217,781.21|2. H A&k 39 . i
Total Cash and Bank Other Loan
—— N7 T K
L R 13 8,708,513.35| 15212,018.21(" AP AITEGK 0 ] ]
Cash in Bank ppropriation
Investment Loan
Forho e I {22 B VN
Including: Special 14 2,733,686.62| 4,374,310.65 Including: World Bank 41 - -
Account Loan
2. W4 T RS
Cash on Hand 15 2,856.00 5,763.00 Bond Eund 42 - R

J& 4 (To be continued)
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Total Prepaid and Receivable 16 5,113,631.78| 5,272,505.75 Construction Expendituresto [ 43 - -
be Offset
FCep R A7 BERRT BN
Including: World Bank Loan 17 - B mRkaEt 44 |104,664,151.82|  59,231,687.01
) Total Payable
Interest Receivable
RIS HHAT G Horbr A AT SRR R
World Bank Loan Commitment 18 - - Includlng. World Bank Loan 45 - -
Fee Receivable Interest Payable
PIYSCHEAT ST BE 42 i F 9% LASHEAT BERR AR 1 2
World Bank Loan Service- Fee 19 - - World Bank Loan 46 - -
Receivable Commitment Fee Payable
. AT HAT GRS b 9
+ 7S
. Ak . 20 - - World Bank Loan Service 47 - -
Marketable Securities
Fee Payable
NS EE B AT NS RAE AT
Total Fixed Assets 21 9,759,856.25| 26,663,426.29 Other Payables 48 1,165.00 65,113.65
il 7 A TN
Fixed Assets, Cost 2 9,759,856.25/ 26,663,426.29 Appropriation of Fund 49 ) .
W R HTIH T BRURON
Less: Accumulated Depreciation 2 ) ) Retained Earnings 50 172,016.85 69,230.50
[E] & 527 19HE
Fixed Assets, Net 24 9,759,856.25( 26,663,426.29 - _
I 5 B 7 T B 25 ) ) ) )
Fixed Assets Pending Disposal
R AL BRI 5 B 1R 26 B B - -
Fixed Assets Losses in Suspense
WA B A W4 SRJE A
& ai 27 | 338,020,953.34|519,655,562.07 RaREaH 51 [338,020,953.34| 519,655,562.07

Total Application of Fund

Total Sources of Fund
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Il. Summary of Sources and Uses of Funds by Project Component

WE#E X))

SUMMARY OF SOURCES AND USES OF FUNDS
BY PROJECT COMPONENT I

TH 4 #: HERBRATR

KB ZE 2017 £ 12 A 31 H

(For the period ended December 31, 2017 )
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Project Name Guangdong Social Security Integration and Rural Worker Training Project Financed by the World Bank

YEIR A AL 2 PRI T # FARAT 57 3 T

G JTREANK

\ E w\/é\\i
Prepared by: The World Bank Loan Project Management Office of Department

B A

Currency Unit: RMB Yuan

of Human Resources and Social Security of Guangdong Province

ARG

S it
Current Period Cumulative
KI5 KRS - L . P it
Current Period Current Period Period % Life of PADJ Cumhlatji\\;e A?tual Cumulative %
Budget Actual Completend Completed
Y % 4 i (Total Sources of Funds) 447,051,304.37 227,105,911.24 50.80% 941,667,520.00 460,289,530.91 48.88%
—. IBRD /7% 4 287,145,462.42 162,901,595.33 56.73% 504,000,000.00 260,935,545.01 51.77%
(1) 7 AE R I & FH T ¥4 Guangdong
Advanced Technical School of Light Industry 54,467,351.82 48,815,903.29 89.62% 94,500,000.00 60,887,551.37 64.43%
(2) J~ M I 5% 4 )7 % T Guangzhou
Industry & Trade Technician College 44,647,470.00 13,821,173.79 30.96% 63,000,000.00 26,996,934.84 42.85%
(3) =#F W BAH L¥4K Yunfu Advanced
Technical School 57,612,240.00 5,202,562.95 9.03% 63,000,000.00 6,339,212.74 10.06%
4, JRA NS IR A AR T R ARAT
R 3B E 7> F The World Bank Loan
Prolect Management Office of Department of 130,418,400.60 93,433,713.68 71.64% 283,500,000.00 162,406,765.91 57.29%
Human Resources and Social Security of
Guangdong Province
®) | ABMBITZRKF A B
Special Account of Guangdong Provincial - 1,628,241.62 - - 4,305,080.15 -
Finance Department
—. fiE% 4 (Counterpart Financing) 159,905,841.95 64,204,315.91 40.15% 437,667,520.00 199,353,985.90 45.55%
(1) R4 H T V&% T ¥ Guangdong
Advanced Technical School of Light Industry 44,100,000.00 25,594,044.14 58.04% 110,567,520.00 70,011,000.85 63.32%
() T N7 L5 # 7 T Guangzhou
Industry & Trade Technician College 12,079,620.00 12,426,549.69 102.87% 63,000,000.00 54,345,422.19 86.26%
(3) =#F W EAH L¥4K Yunfu Advanced
Technical School 13,897,800.00 3,988,948.91 28.70% 67,000,000.00 35,599,371.07 53.13%
@/ T BN TR A S R T AR
1TH # B 4~ The World Bank Loan
Project Management Office of Department of 89,828,421.95 22,194,773.17 24.71% 197,100,000.00 39,398,191.79 19.99%
Human Resources and Social Security of
Guangdong Province
¥ 437 i 41 (Total Application of Funds) 447,051,304.37 158,065,752.86 35.36% 941,667,520.00 472,501,848.82 50.18%
(1) 7 &4 8T k&% T¥K Guangdong
Advanced Technical School of Light Industry 98,567,351.62 67,114,885.62 68.09% 205,067,520.00 154,935,869.88 75.55%
(2) 7MW I 5 $F % B Guangzhou
Industry & Trade Technician College 56,727,090.00 22,100,881.92 38.96% 126,000,000.00 74,391,762.26 59.04%
— 7 o7 = Y s
%Lhﬁéig%%ﬁu* £ Yunfu Advanced 71,510,040.00 8,827,700.93 12.34% 130,000,000.00 45,730,398.96 35.18%
@,) SR AN IR A SR T i RARAT
WA E A% The World Bank Loan
Project Management Office of Department of 220,246,822.55 60,022,284.39 27.25% 480,600,000.00 197,443,817.72 41.08%
Human Resources and Social Security of
Guangdong Province
6) S REMBT LR AF .
Special Account of Guangdong Provincial - - - - -
Finance Department
% J Difference - 69,040,158.38 - - -12,212,317.91 -
1.5 %% # % k. Change in Receivables - 158,873.97 - - 5,272,505.75 -
2.5t # % {k Change in Payables ) 45,432,464.81 - - -59,231,687.01 -
3.%% i %4 7% {t. Change in Cash and Bank - 6,506,411.86 - - 15,217,781.21 -
4.3 Ak others h 16,942,407.74 - - 26,529,082.14 -




WE#E X(Z)
SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT 1I

AHEZE 20174 12 A 31 8
(For the period ended December 31, 2017 )

TE A HRBATR S R 2 R — KRR TH) TE
Project Name: Guangdong Social Security Integration and Rural Worker Training Project Financed by the World Bank

AL ] ARG AN R R RET R RTRRTE AL E

femefn ART G

Prepared by: The World Bank Loan Project Management Office of Department of Human Resources and Social Security of Guangdong Province Currency Unit: RMB Yuan

TUH N2 T H S
Project Component Project Expenditure
. CAAT B AR H S o
C%&tl%tf/‘e Assets Transferred TEE T Construction Irﬁiltﬁefts
Amount [&] 58 B = Vikiligns VWi I ZE B Work in Progress Expenditures to be Transferred-out
Fixed Asset Current Asset | Intangible Asset | Deferred Asset Disposed
1 2 R — AT IE
the Sub-Project of Guangdong Social Security 197,343,817.72 - - - - 197,343,817.72 -
Integration
2. RETHITHE . 301,821,457.39 | 26,663,426.29 ) ] | 27515803110 ]
the Sub-Project of Rural Worker Training
H Y AN o
i " # ﬁélﬁ - 100,000.00 - - - - 100,000.00 -
Including: Provincial Activities
JAERILHEHIFR
Guangdong Advanced Technical School of 154,935,869.88 - - - - 154,935,869.88 -
Light Industry
J-N TR B
Guangzhou Industry & Trade Technician 101,055,188.55 26,663,426.29 - - - 74,391,762.26 -
College
I T EARIFR
Yunfu Advanced Technical School 45,730,398.96 } ) } } 45,730,398.96 }
3. KA MBITE AN P Special Account of . i ) i i . i
Guangdong Provincial Finance Department
BB At
Total Project Expenditures 499,165,275.11 26,663,426.29 B ) ) 472,501,848.82 )




(Z) BRI EITHEIE

iii. Statement of Implementation of Loan Agreement

®R W EHRATR LXK
STATEMENT OF IMPLEMENTATION OF LOAN AGREEMENT

RIHZE 2017412 A 31 H
(For the period ended December 31,2017 )

TUH & FR: #RBATR K R S AR — AR R THE ) TE

Project Name: Guangdong Social Security Integration and Rural Worker Training Project Financed by the World Bank

Gt JTRE BT

Prepared by: Guangdong Provincial Finance Department

T EA: RTARTT
Currency Unit: USD/RMB Yuan

) BAR AL 203 . a2y -
% E Loan Amount A 4% 7 #k (Current Period Withdrawals) E +42 2 (Cumulative Withdrawals)
Category # 7%,(USD) £ 7,(USD) 44 AR 7 (RMB) % 7,(USD) # & A K 7 (RMB)

— FHE L ANTHETHRY. FEEERS. BERS.
W 25 F0E L I Rk S| DL R 2 5] B - i
P 22 8 s AR UL R 3147 4% ( Goods, non-consultingl ) 007 00 00| 16,938,390.20 110,678,829.24 20,079,348.71 131,202,480.34
services, consultants’ services, Network Leasing, Operating Costs,
and Training and Study Tours under Part 1 of the Project )
ZCHEE 2 ATHRETHAE, Y. EEREERS. K

« 32 B A % 1% 5 (Works, goods, non-consult
TR 2 8 A I 2] % 4% (Works, goods, non-consulting| 5 515 55 0 8,863,388.19 57,915,151.11 11,654,467.98 76,152,624.67
services, consultants’ services Operating Costs, and Training and
Study Tours under Part 2 of the Project )
= . 44 % (Front-end Fee) 200,000.00 - 200,000.00 1,306,840.00
it (Total) 80,000,000.00 25,801,778.39 168,593,980.35 39,933,816.69 260,935,545.01

10
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Iv. Special Account Statement

TR K P &R X

SPECIAL ACCOUNT STATEMENT

A& ZE 20174 12 A 31 H
(For the period ended December 31,2017 )

TE AR FRAT R AR R 2 4R — 1K1 TR RATA R BERITSNATE L
il

FR R IE| HE Depository Bank: Guangzhou Branch,
Project Project Name: Guangdong Social Security China CITIC Bank
Integration and Rural Worker Training K5 7443021482600007167

Project Financed by the World Bank Account No. : 7443021482600007167

R 5. 8268—CN RmME: X

Loan No.:8268—CN Currency: USD

R )R BT

Prepared by: Guangdong Provincial Finance

Department
A By AL HIK P BN &

Part A-Account Activity for the Current Period Amount
WY 394,073.32
Beginning Balance
Ham: 25,804,178.58
Add:
S Gl EEISE:] 25,801,778.39
Total Amount Deposited this Period by World Bank
AR BSR40 2 400.19

Total Interest Earned this Period if Deposited in Special Account

A HIA G S IHIE A
Total Amount Refunded this Period to Cover Ineligible
Expenditures

vgﬁ/glw t 25,528,803.36
eauct:
AP AT 25,528,803.36

Total Amount Withdrawn this Period

A HIAR ARG ST P IR 55 2 S
Total Service Charges this Period if not Included in Above Amount
Withdrawn

IR AR 669,448.54
Ending Balance

(J& #2To be continued)

11
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Part B-Account Reconciliation

& A
Amount

1. AT RAF AR
Amount Advanced by World Bank

8,000,000.00

VR
Deduct:

2. tHFERAT [
Total Amount Recovered by World Bank

3. AR FIK P 8 RAF 3 A
Outstanding Amount Advanced to the Special Account at the
End of this Period

8,000,000.00

4. B AR

Ending Balance of Special Account

669,448.54

AT
Add:

5. A TAIAR O A AR KR i A TRl b 42 0
Amount Claimed but not yet Credited at the End of this Period

g x|
Application No. Amount

6. A A IR O SOASHE 1 R 4 K S A0
Amount Withdrawn but not yet Claimed at the End of this
Period

7,341,146.56

7. MRS T RSO AR EAE 5 A6 A2
Cumulative Service Charges (If not Included in Item 5 or 6)

VE
Deduct:

8. FEUWAN FENEHIK - #5)
Interest Earned (If Included in Special Account)

10,595.10

9. AHIHIAR L FHIK 15 A7 3K 3
Total Advance to the Special Account Accounted for at the
End of this Period

8,000,000.00

12




(7)) MHHxiE
W 4k MHE

1. T E I

J” R 2 Ak — R R R T3 E R 25 & 8268 - CN, I
B ZR N AED W 2 Rk — R R R TR HADNTIHE . 2 5k
—RNTIE EHEANKRREESRET 7 5 EH; KRR IE)NTIE
HEANKREHSFETUER AL AE4BE T Ve RETF
B (ULTEBREREIFR). T MTIRERFR (LWTIEHES NI
HEFER ) ZBTEALLTER (LTERZEER) 3 i TRRK
M. TEWMNTF 201347 H 22 B4 %, F20134 9 F 12 H
A, RIKH A 2018 4 12 A 31 H. HEHUXEHAHIART
941,667,520.00 7T, F A # F4R4T 4% 24 45 80,000,000.00 £ 7 (&
AN R IBA AT 45,000,000.00 £ 75. 4 #H I ¥4 15,000,000.00
%96, M ¥ %P 10,000,000.00 % 5. = F+# 10,000,000.00 %
7t ), A A K T 504,000,000.00 T(PA 1 3£ 76k A K T 6.30 TTiTH),
fLE% 4 A4 AR T 437,667,520.00 TG,

2. W54 T B

A HFAR W REEEGE KB AN KRR RET # 7
BATRHONE AAE (UWTHRETE ). FRIFR. TNIR
FE. 2T M BT 8 AR

3. FELUBK
3.1 AW H W& MR AL BRI (HREITRATE 2% E 7
EY (MFRF (2000 13 5 ) WHEK 4.

32 2B FEAM NI EH, WAIFEF 1A 1HZE 12 A
31 H,

3.3 2UHHEN WXL ER” EHRKEN, XAHEREXL
IKIEILIK, DLARK ™ A ILIKAN .

13



3.4 W AEANRRIT2017 F 12 A 3L HILE, B 1ET=AK
i 6.5342 ...

4. AEFHE LA

4.1 B H FH

2017 £ H X W AR T 158,065,752.86 71, Eit i AR
472,501,848.82 7u, i it 4| #y 50.18%.

2 B A
2017 4£ 12 FI 31 H e i &R & 4 A K 15,217,781.21 Tt,
th EER AR T 6,506411.86 T, H+FLHKFFRANEART
4,374,310.65 TT.

4.3 Tt KL
2017 4 12 F 31 H &% Ah AR ™ 5,272,505.75 o, T ER LB T
AR TRAT AR 3 A Al S Uk 2 A B

4.4 & &% Fr
2017 4£ 12 F] 31 H4& % b AR T 26,663,426.29 71, ) MIH
I E R,

4.5 FH K K

2017 4 12 F| 31 H &% 4 AK T 199,353,985.90 7i,, - T E #y AL

TH TR AR 4 L9 A KT 437,667,520.00 71, #& % 2017 4F
12 A 31 H 3{u BL &% 4 A B f 199,353,985.90 71, & it % ¢ 45.55%.

4.6 T B 15 7%

2017 4F 12 A 31 H &% b AR T 260,935,545.01 70, =& E R & %
T & ARAT R 3K

#ZE 2017 4F 12 A 31 B, Z R B FRAT 4T K 39,933,816.69
X0, dRARF N 49.92%.

4.7 NATH

14



2017 4F 12 | 31 H 4% 4 AK T 59,231,687.01 71, =+ E& AT
R MK AR R AN AR BK. HF: FTEAHART
232,106.10 o1; 2 H TH¥ R AR T 33,377,827.17 1; | MIHFKRA
R 21,274,340.28 7T; =iFHERARK T 4,347,413.46 L.

4.8 KX 7
20174 12 31 H &% 4 AR 1 65,113.65 T, F E R E H T ¥ K.
I T8 S B AR Bk S NN A TR R

4.9 8RN
2017 4F 12 A 31 H &5 A AR T 69,230.50 71, £EZEWHJT
% K PR ARAT A 2OR] BN

5. & RIK PR F L

LK PR EA BT, FFPRAT A PERATT NAT, KFH
7443021482600007167, T f# 4 % 6. & F K F & K73 8,000,000.00
¥ 0. 2017 £ EM A F 39407332 £ 0, KEFEATA R
25,801,778.39 % 71, A B\ 2,400.19 2 71, A4 ¥ {1+ 25,528,803.36
X0, FARARKH 669,448.54 %0 (& F| BN 10,595.10 £ 70 ), T4
AR T 4,374,310.65 5.

6. o fth T F U B E TR

6.1 REFEZLMBIT & AN RFELLRETHAE, EEATEEL
MEME — R EKF, RFATAART 10,837,707.56 T, 24|
H: BANKBALRET, FPRATHFERIT AL 01T, KT
4 686062841937, A AR T, EIEHE N FRATRAHEE
Ko, RFAHANRT 4587,483.08 TT; HHRITH¥K, FFFPHRAITHTE
HBATIEHR 4T, KB4 665262551962, TR AHART, £H AR
T 4,068,523.76 7T; M IR Fk, FPHRATHFEIFHRT) MNE
AT, S ok 3602074029200138071, WA A AR T, £FAA
KM 1,626,102.41 0; =FEAR, /- RATH P EBRBRIT =T 50
¥ 47, W5k 44001827110053000952, WAt H AR T, 284 AR
T 555,598.31 7T..

15



6.2 W% 1R A& 4% X I [F] AR BUE W 4% B F IR AT 1 ARAT By
TARMAEN, TH#HER (—) HezAeit+s T REANFKFE
R RIET # FRATRATE PAE” R TR AEFEIE #HE K
(=) “WEAR—RLTFIE” Mo “RRITHEINFTIE (FRE2 )
AE S

6.3 2 MEXILE (HERRITRATE 2 UBESFZEY (UHFF
(2000) 13 &) WEREF], T/ MIAFHHTERZ R FER
%™ (ART 26,663,426.29 71 ) 454 2 EH e % ~FH, FrolmeE
#HEX (Z) WHELEA (B BERAFEHELRNTE X
At (RS fE e R~ A (RS

16



v. Notes to the Financial Statements
Notes to the Financial Statements
1. Project Overview

The Loan No. of Guangdong Social Security Integration and Rural
Worker Training Project financed by the World Bank is 8268 - CN. The
Project is divided into 2 Sub-Projects, which are Social Security
Integration and Rural Worker Training. Department of Human Resources
and Social Security of Guangdong Province (DHRSSGP for short) is
responsible for the implementation of the Sub-Project of Social Security
Integration; by the methods of enlending, DHRSSGP selected 3 technical
schools to be the Sub-Project implementation entities of Rural Worker
Training, including: Guangdong Advanced Technical School of Light
Industry (GDATSLI for short), Guangzhou Industry & Trade Technician
College (GZITTC for short) and Yunfu Advanced Technical School
(YFATS for short). The Project Agreement was signed on July 22, 2013
and came into effect on September 12, 2013. The expected closing date
will be December 31, 2018. The total planned investment of the project is
RMB941,667,520.00 yuan, including the World Bank loan of
USD80,000,000.00 (equivalent to RMB504,000,000.00 yuan at a rate of
USD1=RMB6.30 yuan) and the arrangements of the World Bank loan
among the project entities would be provided as follows:
USD45,000,000.00 to DHRSSGP, USD15,000,000.00 to GDATSLI,
USD10,000,000.00 to GZITTC and USD10,000,000.00 to YFATS. The
counterpart fund is RMB437,667,520.00 yuan.

2. Consolidation Scope of the Financial Statements

Consolidation scope of the financial statements covers the financial
statements of the Project Management Office of Department of Human
Resources and Social Security of Guangdong Province (PMO for short),
GDATSLI, GZITTC and YFATS, as well as the financial statements of
the Guangdong Provincial Finance Department (GDFD for short).

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
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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.

3.4 The exchange rate adopted in the financial statements was the
exchange rate on December 31, 2017 of the People’s Bank of China,
which is USD1= RMB6.5342 yuan.

4. Explanation of Subjects

4.1 Project Expenditures

The project expenditure in 2017 was RMB158,065,752.86 yuan, and the
cumulative expenditures were RMB472,501,848.82 yuan, which
accounted for 50.18% of the total investment plan.

4.2 Cash and Bank

On December 31, 2017, the balance was RMB15,217,781.21 yuan with a
increase of RMB6,506,411.86 yuan compared with that of the last year.
And the funds in the Special Account were converted to
RMB4,374,310.65 yuan.

4.3 Prepaid and Receivables

Its balance on December 31, 2017 was RMB5,272,505.75 yuan, mainly
the prepaid for engineering and the other accounts receivable balance of
GDATSLI.

4.4 Fixed Assets
Its balance on December 31, 2017 was RMB26,663,426.29 yuan, which
were the fixed assets of GZITTC.

4.5 Project Appropriation Funds

The balance on December 31, 2017 was RMB199,353,985.90 yuan,
which were the counterpart funds of this project.

The total planned counterpart funds of the project were
RMB437,667,520.00 yuan. By the end of December 31, 2017,
RMB199,353,985.90 yuan of the counterpart funds had been allocated,
which accounted for45.55% of the plan.

4.6 Project Loan

The balance on December 31, 2017 was RMB260,935,545.01 yuan,
which was the World Bank loan.

18



By the end of December 31, 2017, accumulated USD39,933,816.69 of the
World Bank loan had been withdrawn, accounting for 49.92% of the total
amount.

4.7 Payables

The balance on December 31, 2017 was RMB59,231,687.01 yuan,
mainly goods payable, consulting payable and the other payable about
advances expense. The details were as follows: PMO was
RMB232,106.10 yuan; GDATSLI was RMB33,377,827.17 yuan;
GZITTC was RMB21,274,340.28 yuan; YFATS was RMB4,347,413.46
yuan .

4.8 Other Payables

The balance on December 31, 2017 was RMB65,113.65 yuan, mainly
unpaid personal income tax that should be withheld and paid by
GDATSLI and GZITTC.

4.9 Retained Earnings

The balance on December 31, 2017 was RMB69,230.50 yuan, mainly
interest earnings in the GDFD’s Special Account.

5. Special Account

The Special Account of this project is set in GDFD. The depository bank
iIs Guangzhou Branch, China CITIC Bank, with the account number of
7443021482600007167, and USD as currency Unit. The initial Deposit of
the Special Account is USD8,000,000.00. The beginning balance in 2017
was USD394,073.32 and the reimbursement in this year was
USD25,801,778.39. The interest earned in this year was USD2,400.19
and the disbursement was USD25,528,803.36. Thus, the ending balance
was USD669,448.54 (including the interest earnings of USD10,595.10),
equivalent to RMB4,374,310.65 yuan.

6. Other Explanation for the Financial Statements

6.1 According to the appointment between GDFD and DHRSSGP, each
project implementation entity should set up a Sub-Designated Account
(Sub-DA for short), and the total balances were RMB10,837,707.56 yuan.
The details are as follows: Firstly, the Sub-DA of DHRSSGP is set in
Guangdong Branch, China Bank, with the account number of
686062841937 and RMB as currency Unit, and the balance was
RMB4,587,483.08 yuan. This Sub-DA should include the World Bank
loan and the counterpart funds. Secondly, the Sub-DA of GDATSLI is set
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in Haizhu Sub-Branch, Bank of China, with the account number of
665262551962 and RMB as currency Unit, and the balance was
RMB4,068,523.76 yuan. Thirdly, the Sub-DA of GZITTC is set in
Huangshi Road, Guangzhou Sub-Branch, Industrial & Commercial Bank
of China, with the account number of 3602074029200138071 and RMB
as currency Unit, and the balance was RMB1,626,102.41 yuan. Fourthly,
the Sub-DA of YFATS is set in Yunliu Road, Yunfu Sub-Branch, China
Construction Bank, with the account number of 44001827110053000952
and RMB as currency Unit, and the balance was RMB555,598.31 yuan.

6.2 The format of the financial statements, which was in this project’s
Financial Management Manual, had received the no objection opinion
from the World Bank. The accumulated application funds of PMO in the
statement of Summary of Sources and Uses of Funds by Project
Component | consist of the accumulated project expenditures in the
Sub-Project of Guangdong Social Security Integration and the
accumulated project expenditures of Provincial Activities in the
Sub-Project of Rural Worker Training in the statement of Summary of
Sources and Uses of Funds by Project Component I1.

6.3 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) . Assets of RMB26,663,426.29 yuan
which put into use in GZITTC were transferred to Fixed Assets during the
period of project construction, as a result, the cumulative amount of total
project expenditures in the statement of Summary of Sources and Uses of
Funds by Project Component // consist of the ending balance of total
project expenditures and the ending balance of total fixed assets in the
statement of Balance Sheet.
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I11. 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. Our
audit results show that this project has good influences in promoting
abilities of the social security integration and the rural worker training in
Guangdong Province. Firstly, the sub-project of Social Security
Integration has carried out the Main Framework-Construction of the
Basic Support Platform. In August 2017, the System of Social Insurance
Business Sector was officially launched in Qingyuan City. Secondly, the
schools of the sub-project of Rural Worker Training actively enhance
their school vigorousness and social service capabilities. The schools also
signed cooperation agreement with many known enterprises. However,
the following issues were still found in this project.

Non-compliance with state laws and regulations or the applicable
provisions of the loan agreement

1. The bid information of a procurement package was not announced
timely and completely.

The bid information in the procurement package of vehicle maintenance
training course consulting service (used the World Bank’ s post-review
method, financed by the World Bank loan, with the bid price of
RMB408,000.00 yuan, organized by GZITTC, adopted the procurement
method of Selection Based on the Consultants” Qualifications
(CQS) )was not announced timely and completely. Firstly, the bid
announcement information was published 20 days after the successful
negotiation of the contract with the selected company, exceeding the time
limit of 2 weeks as required. Secondly, the bid announcement was just
published 3 companies’ information, while 4 companies bade for this
procurement totally.

The above practice did not comply with the provision of Article 12 of the
Measures for the Administration of Loans and Grants of International
Financial Organizations and Foreign Governments, which stipulates that
the project entities should perform the following duties: ...... (2) Project
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procurements should be organized in accordance with the legal provisions
of loans, grants, and relevant domestic regulations. In addition, it did not
comply with the provisions of Article 3 of Guidelines: Selection and
Employment of Consultants by World Bank Borrowers (Published by
World Bank in January 2011), which stipulates that 3.7...... publication of
award of contract shall be carried out in accordance with Article 7 in
Appendix 1. Moreover, it did not comply with the provisions of Article 7
in Appendix 1 of the above guidelines which stipulates that ...... for
World Bank’s post-review contracts, borrowers should publish the bid
information announcement within 2 weeks after finishing contract
negotiation with the selected company; The published information should
include the following applicable information with the related methods: (a)
all consultants’ names in the short list, pointing out which of them have
already submitted proposals; (b) the technical score of each consultant,
including the detailed scores for each standard and sub-standard; (c) each
consultant’s quoted price that was read out in public and reviewed; (d) the
consultants’ comprehensive scores and ranking.

We suggested that your office should instruct the school to publish the bid
information strictly in accordance with the relevant regulations of the
World Bank. Your office accepted the suggestion. After we pointed out
the problem, GZITTC had published a supplementary bidding
announcement.

2. A construction work started without the construction permit license.

In 2017, YFATS organized the bidding and construction activities of the
Teaching Building, the Comprehensive Building and the Stadium with a
contract price of RMB36,494,741.29 yuan which was used the World
Bank loan. According to the information from the school, the construction
entity and the supervision entity, the constructions started in
mid-September 2017, one month before October 23, 2017, the
construction permit license acquisition date.

The above practice did not comply with the provision of Article 7 of the
Construction Law of the People's Republic of China, which stipulates that
before the start of construction works, the construction entity should
apply for the construction permit license form the construction
administrative department or the government above the county level in
accordance with the state relevant regulations.

We suggested that your office should instruct YFATS to implement
construction management in accordance with relevant laws. Your office
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accepted the suggestion.
Issues on project management
1. The project implementation progress was slow.

According to documents of the annual work plan and the work progress
report etc., this project was planned to spend RMB287,145,462.42 yuan
of the World Bank loan in 2017. However, by the end of the year, the
actual expenditures were just RMB161,273,353.71 yuan, accounting for
56.16% of the annual work plan.

(1) DHRSSGP: 6 advisory services such as the Integrated Command
Control Platform and 6 procurement activities such as Business Network
Regional Infrastructure did not start to work on time nor carry out the
investment, etc.

(2) GDATSLI: 17 advisory services such as Teacher Information Ability
Improvement and 9 procurement activities such as Teaching Equipment
Purchasing of Accounting Computerization Simulation Training Room
did not start to work on time, finish contract negotiation nor carry out
investment, etc.

(3) GZITTC: 13 advisory services such as Training Management
Software Development and 6 procurement activities such as Teaching
Equipment for Industrial Design Specialty did not carry out the
investment on time, etc. Among them, there was a procurement behind
schedule seriously: the school used the World Bank loan to purchase 50
items of specialized industrial design teaching equipments with the
contract price of RMB10,650,000.00 yuan. However, there were 45 items,
equivalent to RMB10,496,964.00 yuan, out of supply on the agreed
delivery date, September 20, 2017. Until 12 April 2018, there were still
13 items out of supply, amounted to RMB 2,782,101.00 yuan, out of
supply. The school failed toreach a clear agreement on the serious
delayed delivery issue with the supplier.

(4) YFATS: constructions of the Teaching Building, the Comprehensive
Building and the Stadium did not carry out the investment. In addition, 9
advisory services such as Construction and Management of School
System Reform, and 3 procurement activities such as Rural Labor
Network and the Campus Network Service Platform (First Phase
Hardware) did not start to work on time, carry out bidding or investment,
etc. Moreover, reform activities such as Strengthening Cooperation
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between School and Enterprise were only spent 7% of the planned
investment amount in 2017.

We suggested that your office should focus on the solution on the
implementation of the sub-project of Social Security Integration and
instruct each implementation entity of the sub-project of Rural Worker
Training to strengthen executions of the project plan. We also suggested
that your office should take measures in time to ensure the completion of
the project, or go through the application procedures for project delay if it
was impossible to finish project in time. Your office accepted the
suggestion. After we pointed out the problem, GZITTC had urged the
supplier to make a detail plan for the unsupplied equipment.

2. Bidding procedure was not in compliance with regulations.

In 2017, GZITTC used the counterpart fund to conducted a public
bidding activity for maintenance project (with contract price of
RMB2,998,959.34 yuan) for maintenance of dormitory and teaching site.
This school entrusted a bidding agency to issue the bidding notice and
confirmed that the deadline for the submission of tenders was September
11, 2017, 11:00 and the time of bid opening was September 12, 2017,
14:30. The deadline for the submission of tenders and the time of bid
opening were not the same. The actual bidding process was also carried
out by the schedule arrangement.

The above practices did not comply with the provision of Article 34 of the
Tendering and Bidding Law of the People's Republic of China, which
stipulates that bid opening should be publicly conducted at the same time
of the deadline for the submission of tenders, of which is described in the
bidding documents.

We suggested that your office instruct GZITTC to enhance the of law
awareness, strictly implement the management responsibility as an
infrastructure owner. Your office accepted the suggestion.

3. Asset management was not standardized.

Through the audit random inspection, our audit staff found that 206 items
of new assets (amounted to RMB10,000,000.11 yuan) in 2017 purchased
by the implementation entities did not put any tag with the World Bank
project marks. Besides, the locations of 161 items of assets (amounted to
RMB6,466,194.02 yuan) were not consistent with the asset list
information.
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We suggested that your office should improve the daily asset management.
Your office accepted the suggestion. After we pointed out the problem,
the implementation entities had attached the asset tags and corrected the
asset list.

The Followed-up of previous recommendations

The issues disclosed in the audit report of previous year had been
rectified.
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