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I. 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
21) of Guangdong Social Security Integration and Rural Worker Training
Project financed by the World Bank, which comprise the Balance Sheet as of
December 31, 2018, 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
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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, 2018, 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. 8268-09 and No. 8268-10
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 24, 2019



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

Postcode: 510630

Tel.: 86-20-87078161

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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IT. Financial Statements and Notes to the Financial Statements
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I. Balance Sheet

Tl B 42 #7

& F HF R

BALANCE SHEET
2018 # 12 A 31 H
(As of December 31, 2018)

BREATRK FR 2R RO RRTE)ITE

Project Name: Guangdong Social Security Integration and Rural Worker Training Project Financed by the World Bank
BIWEML: T HREAARFERHSRETHEFRTRATE ALE
Prepared by: The World Bank Loan Project Management Office of Department of Human Resources

WA ARTT

and Social Security of Guangdong Province Currency Unit: RMB Yuan
¥ 4 & A ok % A ¥ & % & Wk | AH
Application of Fund Line No. | Beginning Balance | Ending Balance Sources of Fund Line No. gBaIan?:e Ending Balance
—. B XH e 1 | arzsorssse |sovaesgeres| " svmmmer 28 | 199,353985.90| 236,618,102.91
Total Project Expenditures PR yIEEEET ota rqle_ct U e
Appropriation Funds
1 AR %~ . MERARGTE 7 ARLAR
Fixed Assets 2 - - Project Capital and Capital 29 - -
Transferred Surplus
2. REEAHTE X
Construction 3 ) 3 R B 30 ; ;
Expenditures to Including:  Grants
be Disposed
3 HHRERF - 2 A
Investments 4 - - = e 31 | 26093554501 36452514053
Transferred-out )
1 EALE N
Construction in Progress 5 472,501,848.82 |591,465,867.89 'II_'S;I Project Investment 32 260,935,545.01| 364,525,140.53
. M A R R Ak 2
Investment Loan 6 - - B 33 | 260,935,545.01| 36452514053
Receivable g
k2 éﬂ;bm&(ifiiﬁﬁf”%
K . EHIF > A
Including: World Bank 7 - - ;Mjmcgffzﬁﬁji 34 - -
Investment Loan 9:
Receivable
=, KAFBERFER TR A e
Appropriation of 8 - - SRR 35 | 260,935,545.01| 364,525,140.53
Investment Loan
e BAMATRK
Including : 9 ) ) AR EEER 36 ; ;
Appropriation of World Technical Cooperation
Bank Investment Loan
W, Bt o - - FoBR - - -
Equipment Co- Financing
He: FAEBEMRL -
Including:  Equipment 11 - - (Z)Dozzt!(a: /le)an 38 - -
Losses in Suspense
I, W eA 12 15,217,781.21| 5,144,696.29(2. 2 39 _ _
Total Cash and Bank Other Loan
o VAR
1 EAER 3 15212,018.21]  5,144,696.20| "+ 1IN B
Cash in Bank ppropriation of 40 - -
Investment Loan
Hep: TRKF R HeF FAMTRK
Including:  Special 14 4,374,310.65 415,020.38 Including:  World Bank 41 - -
Account Loan
2. 4 . Al FRERE
Cash on Hand 15 5,763.00| 5,392,155.75 Bond Fund 42 - -

Ja4: (To be continued)
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* & & A Line kil # &> Kk R Line ks 3
Application of Fund ’3‘ Begénar;;r:]gce Ending Balance éources of Fund No Bengnar;:ir;]%e Ending Balance
. , N AN N E
> Hig 2 A . T
A BN RE ARG A 16 5,272,505.75| 5,392,155.75|  Construction Expendituresto | 43 - -
Total Prepaid and Receivable
be Offset
Ho FEAT AR S 2 A
Including: World Bank Loan| 17 - |t Efrat 44 59,231,687.01| 27,416,636.03
X Total Payable
Interest Receivable
AT B 2R 1 5 Hep S AEATRZRAE
World Bank Loan 18 - Including: World Bank Loan| 45 - -
Commitment Fee Receivable Interest Payable
D T ﬁ/#'/) 3 > 4= % N7
, IEEREE SR R T
World Bank Loan Service- 19 ) World B ank Loan 46 ) i
. Commitment Fee Payable
Fee Receivable
N AT B 2R 4 Eid
£ EER RLATHAT R éz\E)ﬂ_
. 20 - World Bank Loan Service Fee | 47 - -
Marketable Securities
Payable
AL BRREF AT N RRFAT
Total Fixed Assets 21 26,663,426.29| 26,663,426.29 Other Payables 48 65,113.65 18,562.88
B = % P R A o ERENF4
Fixed Assets, Cost 22 26,663426.29|  26,663,426.29 Appropriation of Fund 49 ) )
W BRATHTIH .
Less:  Accumulated 23 - - Tt gj]ﬁz.%)\ . 50 69,230.50 87,703.87
. Retained Earnings
Depreciation
RFFEEE
Fixed Assets, Net 24 26,663,426.29| 26,663,426.29 ) )
B % E
Fixed Assets Pending 25 - - R
Disposal
LB R Rk
Fixed Assets Losses in 26 - - -
Suspense
P A b JE A
oo Aot 27 | 519,655,562.07| 628,666,146.22 FeRRAH 51 | 519,655,562.07| 628,666,146.22

Total Application of Fund

Total Sources of Fund




(Z) FE#EXR

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

R EH # K & ()

SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT 1

AHEE 2018 £ 12 A 31 H

(For the period ended December 31, 2018)

BE A HERRATRK R AR RO RR TE)TE

Project Name:

GREM: T AREAAFEMHSRETHFRTERXITE SN F
Prepared by:  The World Bank Loan Project Management Office of Department of Human Resources and
Social Security of Guangdong Province

Guangdong Saocial Security Integration and Rural Worker Training Project Financed by the World Bank

e ARTT

Currency Unit:  RMB Yuan

A

Current Period

it

Cumulative

AR AR
Current Period
Budget

AHK A
Current Period
Actual

AH TR
Current
Period %
Completed

TH Bt x4
Life of PAD

Rt 7kt
Cumulative %
Completed

Bt 7 st
Cumulative Actual

F &K IFEAT (Total
Sources of Funds)

161,526,312.40

140,853,712.53

87.20%

941,667,520.00

601,143,243.44 63.84%

—. IBRD #47% 4

88,687,702.40

103,589,595.52

116.80%

504,000,000.00

364,525,140.53 72.33%

(L JTHRERIVEHER
# T % Guangdong
Advanced Technical
School of Light Industry

25,180,016.40

21,539,401.22

85.54%

94,500,000.00

82,426,952.59 87.22%

(2) TR
% Guangzhou Industry
& Trade Technician
College

19,337,724.00

26,307,924.31

136.04%

63,000,000.00

53,304,859.15 84.61%

(3) =FFTEAEL
## Yunfu Advanced
Technical School

9,562,770.00

41,612,255.97

435.15%

63,000,000.00

47,951,468.71 76.11%

(D T EEAARR
o SRR T AR
ATRATE A2 E The
World Bank Loan
Project Management
Office of Department of
Human Resources and
Social Security of
Guangdong Province

34,607,192.00

18,107,777.66

52.32%

283,500,000.00

180,514,543.57 63.67%

B JTHEREMBITE
P &8
Special Account of
Guangdong Provincial
Finance Department

-3,977,763.64

327,316.51 -

—. BERE
(Counterpart
Financing)

72,838,610.00

37,264,117.01

51.16%

437,667,520.00

236,618,102.91 54.06%

L JTHEEBRTIEHR
% T ¥4 Guangdong
Advanced Technical
School of Light Industry

6,300,000.00

3,552,940.49

56.40%

110,567,520.00

73,563,941.34 66.53%

(2) M TRB)E
25 Guangzhou
Industry & Trade
Technician College

9,662,310.00

6,338,383.68

65.60%

63,000,000.00

60,683,805.87 96.32%

( J& %2 To be continued)




A

Current Period

£it

Cumulative

ARH TR A
Current Period
Budget

REK A
Current Period
Actual

A 5T A
Current
Period %
Completed

T E &R
Life of PAD

Rt 72 B

Cumulative Actual

Bt Akt
Cumulative %
Completed

() =FTEAKL
2% Yunfu Advanced
Technical School

17,028,900.00

3,556,938.28

20.89%

67,000,000.00

39,156,309.35

58.44%

(&) T RKEAARR
Aot 2 fREET # R4
TRFTEHNE
The World Bank Loan
Project Management
Office of Department
of Human Resources
and Sacial Security of
Guangdong Province

39,847,400.00

23,816,050.70

59.77%

197,100,000.00

63,214,242.49

32.07%

F &4t (Total
Application of Funds)

161,526,312.40

118,964,019.07

73.65%

941,667,520.00

591,465,867.89

62.81%

(D THREBRIVER
# T4 Guangdong
Advanced Technical
School of Light Industry

31,480,016.40

16,176,350.53

51.39%

205,067,520.00

171,112,220.41

83.44%

(2 JTMFTIHEE
2 % Guangzhou
Industry & Trade
Technician College

29,000,034.00

15,381,981.08

53.04%

126,000,000.00

89,773,743.34

71.25%

(3 Z=HETEREEL
#4 Yunfu Advanced
Technical School

26,591,670.00

42,667,749.78

160.46%

130,000,000.00

88,398,148.74

68.00%

(D T EEAARR
Foit & RETH AR
ATHRAINE 72 E The
World Bank Loan
Project Management
Office of Department of
Human Resources and
Social Security of
Guangdong Province

74,454,592.00

44,737,937.68

60.09%

480,600,000.00

242,181,755.4

50.39%

(B HEEMBEITE
Fk P &
Special Account of
Guangdong Provincial
Finance Department

% 5 Difference

21,889,693.46

9,677,375.55

LR R R
Change in
Receivables

119,650.00

5,392,155.75

RET 22
Change in
Payables

31,815,050.98

-27,416,636.03

3HAmHLEM
Change in Cash
and Bank

-10,073,084.92

5,144,696.29

4, = A others

28,077.40

26,557,159.54




T HEH#EE Xk (2
SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT II

AEIE F 2018 4 12 A 31 H
(For the period ended December 31, 2018)

B A #HRRTRHK KRS HR—EAARRITEIITE

Project Name:

BAELL: | RAE A FRAA 2R EET HFRATRHK

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

= PINES

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

wiEAa: ART T
Currency Unit: RMB Yuan

TH A& TE X
Project Component Project Expenditure
B R~ s ,
P P
Zit X Assets Transferred . REER E'i t e i 8
Cumulative Py BEEF EEIR Construction Investments
B & % ViR o g Work in Progress | Expendituresto | Transferred-
Amount . Intangible Deferred )
Fixed Asset Current Asset be Disposed out
Asset Asset
1 W ok — kA FHE
the Sub-Project of Guangdong Social Security 241,751,755.40 241,751,755.40 - -
Integration
2. RRIEVTHE
) 376,377,538.78 26,663,426.29 - -
the Sub-Project of Rural Worker Training 349,714,112.49
e FRED
Including:  Provincial Activities 430,000.00 430,000.00 i )
JHEARIVERAKIFKR
Guangdong Advanced Technical School of Light Industry 171,112,220.41 171,112,220.41 ) )
ST IR B e
Guangzhou Industry & Trade Technician College 116,437,169.63 26,663,426.29 89,773,743.34 ) .
TR TWEEETFR
Yunfu Advanced Technical School 88,398,148.74 ) 88,398,148.74 ) )
3. T ARE M BT £ K Special Account of . . . B
Guangdong Provincial Finance Department
R P
sl 618,129,294.18 26,663,426.29 - -

Total Project Expenditures

591,465,867.89

10




(2) RAWRIATHILR

Iii. Statement of Implementation of Loan Agreement

REABEHRATREREK

STATEMENT OF IMPLEMENTATION OF LOAN AGREEMENT
AHIE E 2018 4 12 A 31 H

(For the period ended December 31,2018)

TH &M HRRITRH FME AR —EAAKR T TE

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

B SREMBT
Guangdong Provincial Finance Department

e EAL XT/ARTT

Currency Unit:

USD/RMB Yuan

Prepared by:
W #%/%ﬁ%k/i\gﬁ H %, 3 H A S HE EH g i i
* Fl Loan Amount | FH £ &2k (Current Period Withdrawals)| - R 142 # 4t (Cumulative Withdrawals)
Category #£7% (USD) | #7 (USD) |#4&AR® (RMB)| #7 (USD) | #4ART (RMB)
—. WEE 1 ANFHE TRy, FEHERSE. EERH.
WAL 3B E A F )| AR % 5] % X (Goods, non-consulting
44,887,500.00 4,892,766.02 33,580,031.75 24,972,114.73 171,388,617.81
services, consultants’ services, Network Leasing, Operating Costs,
and Training and Study Tours under Part 1 of the Project)
Z.WEZ 2 AFHETH LR, B, FEEERS. W
FR % 1BE R AR R 3] A& Z (Works, goods, non-consulting
34,912,500.00 9,084,298.17 62,347,355.20 20,738,766.15 142,334,299.84
services, consultants’ services Operating Costs, and Training and
Study Tours under Part 2 of the Project)
=. %1% (Front-end Fee) 200,000.00 - 200,000.00 1,372,640.00
WM. %k~ (Special Account) - 8,000,000.00 54,905,600.00
£t (Totah) 80,000,000.00 13,977,064.19 95,927,386.95 53,910,880.88 370,001,157.65
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(W) FRKF#E
Iv. Special Account Statement

TR KF®RX

SPECIAL ACCOUNT STATEMENT
AHEE 20184 12 A 31 H

(For the period ended December 31,2018)

TUH &M WREATRH KBS AR TFPRATAR: FREERATS MaATE L0

AR R THEATE Depository Bank:  Guangzhou Branch, Project Project
Name: Guangdong Social Security China CITIC Bank

Integration and Rural Worker Training k= 7443021482600007167

Project Financed by the World Bank AccountNo. : 7443021482600007167

25 : 8268—CN fhArEk: %71

Loan No.: 8268—CN Currency: USD

RN T AREMBT
Prepared by: Guangdong Provincial Finance Department

A g AEE K BOCE I &

Part A-Account Activity for the Current Period Amount
HAIR B 669,448.54
Beginning Balance
.
Add:
ACHA AT B A BB 13,977,064.19
Total Amount Deposited this Period by World Bank
P LY ON-Y BE:INI) YL TS 2183.76
Total Interest Earned this Period if Deposited in Special Account
AT A A X TE S
Total Amount Refunded this Period to Cover Ineligible Expenditures
Deduct:
RIS AT B 14,588,226.10
Total Amount Withdrawn this Period
AR GFEELTHF RS
Total Service Charges this Period if not Included in Above Amount
Withdrawn
KRR 60,470.39
Ending Balance

( J&%2To be continued)



B#4: FAKFIAY
Part B-Account Reconciliation

& #
Amount

1 T EREREH
Amount Advanced by World Bank

8,000,000.00

Deduct:

2. HRARATER A
Total Amount Recovered by World Bank

3. REHAR LK B KT HEH
Outstanding Amount Advanced to the Special Account at the End
of this Period

8,000,000.00

4. F AP HR A
Ending Balance of Special Account

60,470.39

3
Add:

5. 2 EAHEIK E #iF HIKME ¥ & B A 25
Amount Claimed but not yet Credited at the End of this Period

HiEH T & H
Application No. Amount

6. B EAHEIR OO E ¥ A W FER K4
Amount Withdrawn but not yet Claimed at the End of this Period

7,952,308.47

7. BH R (mREESFEET)
Cumulative Service Charges (If not Included in Item 5 or 6)

Deduct:

8. FlEHN (FANERIKF #H4)
Interest Earned  (If Included in Special Account)

12,778.86

9. REAEAIR L FIKF B KFHEH
Total Advance to the Special Account Accounted for at the End of
this Period

8,000,000.00

13—



(&) ME|EME

1. TE#A

ARG R — AR R IETE %25 & 8268—CN, T H=Z
RABD AW R —EUARRIEINANTFIE. W HER—EMT
THEEANREEERET AT ER; RRIZITIE EE AN TR
HERBITUHRARER FEB IV ERAEITFR (UTHHKEZETL
FEO. IMTFTIHRKFFR (ULTEHRS MIAFR) ., =FTaREL
FR (UTEHRZFER) 3 ALK AT L. TE BT 2013 £ 7
H22 H%&%, T201349 A 12 HAR, xMKH ¥ 2018 12 A 31 H,
2018 4 10 A, Z W ATEE, THZEH 22 A, XIKHIFEZE A 2020
#10 A 31 H, TEITREHRFEAHARKT 941,667,520.00 7, HFH#F4R
AT 2K K4 % 80,000,000.00 #=7T (4 A A #IEA < 1RE/T 45,000,000.00
*70. % I ¥4 15,000,000.00 =T, /ML 5 2 Fx 10,000,000.00 % 7T .
= # % 10,000,000.00 %= 75), #76 A K 504,000,000.00 7G (LA 1 %70 3%,
AR 6.30 TitH), BEH2HARKT 437,667,520.00 7T,

2. T4k 4 Ve

A F- AR G e B BT R A KR A 2 R IET R RAT R
FZHEANE UTHEHRLETEAR) . FRIFR. T NIHFR. =F
PR A T BT B R

3. TELITEKRK
3.1 AT E W &M & BB BB R BAT R E 21 E A k) (i
— 14 —



fr¥ (2000) 13 &) ®vE k4.

322 EFEXANGESR, BIAFEF1A1HE12 A 31 H,

332U BB “RT & E&” fEAITKEN, XAERERITKIEID
I, UARTAEKAMCT,

34 %P EARAAAT 2018 £ 12 A 31 HILE, Bl 1 1=AK™
6.8632 7T .

4. A EHRHA

4.1 T B X H

2018 = W H X A KT 118,964,019.07 7w, B+ X H AR T
591,465,867.89 7T, it XM 62.81%.

42 T K4
2018 £ 12 A 31 HR T X 4 4% 4 A KT 5144,696.29 7T, H 5
> NK T 10,073,084.92 7T, E+F A K F FEir 4 A KT 415, 020.38 T,

4.3 T B AR 3K
2018 # 12 A 31 H4& % v A KT 5,392,155.75 76, TEZH4 B ITFK
AT TR Z A S U A F

4.4 & & %
2018 4 12 A 31 HA# H A KT 26,663,426.29 7T, £/ M T HF L E
R

— 15—



4.5 T B K&K

2018 4 12 A 31 H4&#H 4 AR T 236,618,102.91 7T, £ EHWIHEX
%o

TH T X E % 4 L5 A KT 437,667,520.00 7, # £ 2018 4 12 A
31 HEIfI A E % 4 AR M 236,618,102.91 7T, & itX|ey 54.06%.

4.6 T E & 3K

2018 4 12 A 31 H4 %4 AR 364,525,140.53 7T, & EHFRE ML
FATRZK . THEHEANLZE, BitAHK 797,881.04 70, HEART
5,476,017.12 7.

#ZE 2018 4 12 A 31 H, R 4R F4RAT & 7K 53,910,880.88 = 7T,
i B AR AT Y 67.39%.

4.7 F1

2018 4= 12 F 31 H & % A\ K T 27,416,636.03 7T, & & & i T fe 42K
BT B8 & Bl Zofn A p R %, E: ZWEAART 003 7T; £%
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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 C(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. In October 2018,
the project had been approved by the World Bank to extend its closing date to
October 31, 2020. 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 s
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) .
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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.

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, 2018 of the People’s Bank of China, which is USDI=
RMB6.8632 yuan.

4. Explanation of Subjects

4.1 Project Expenditures

The project expenditure in 2018 was RMB118,964,019.07 yuan, and the
cumulative expenditures were RMB591,465,867.89 yuan, which accounted for
62.81% of the total investment plan.

4.2 Cash and Bank

On December 31, 2017, the balance was RMB5,144,696.29 yuan with a
decrease of RMB10,073,084.92 yuan compared with that of the last year. And
the funds in the Special Account were converted to RMB415, 020.38 yuan.

4.3 Prepaid and Receivables
Its balance on December 31, 2018 was RMB5,392,155.75 yuan, mainly the
prepaid for engineering and the other accounts receivable balance of GDATSLI.

4.4 Fixed Assets
Its balance on December 31, 2018 was RMB26,663,426.29 yuan, which were
the fixed assets of GZITTC.

4.5 Project Appropriation Funds

The balance on December 31, 2018 was RMB236,618,102.91 yuan, which were
the counterpart funds of this project.

The total planned counterpart funds of the project were RMB437,667,520.00
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yuan. By the end of December 31, 2018, RMB236,618,102.91 yuan of the
counterpart funds had been allocated, which accounted for 54.06% of the plan.

4.6 Project Loan

The balance on December 31, 2018 was RMB364,525,140.53 yuan, which
was the World Bank loan. The project has entered repayment peiord,
cumulative repayment USD797,881.04, equivalent to RMB5,476,017.12 yuan.

By the end of December 31, 2018, accumulated USD53,910,880.88 of the
World Bank loan had been withdrawn, accounting for 67.39% of the total
amount.

4.7 Payables

The balance on December 31, 2018 was RMB27,416,636.03 yuan, mainly
goods payable, consulting payable and the other payable about advances
expense. The details were as follows: PMO was RMBO0.03 yuan; GDATSLI
was RMB20,928,918.60 yuan; GZITTC was RMB5,197,346.72 yuan; YFATS
was RMB1,290,370.68yuan .

4.8 Other Payables

The balance on December 31, 2018 was RMB18,562.88 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, 2018was RMB87,703.87 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 is
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 2018 was
USD669,448.54 and the reimbursement in this year was USD13,977,064.19.
The interest earned in this year was USD2,183.76 and the disbursement was
USD14,588,226.10Thus, the ending balance was USD60,470.39 (including the
interest earnings of USD12,778.86) , equivalent to RMB415,020.38 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 RMB4,729,675.91yuan. 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 RMB1,547,030.69 yuan. This Sub-DA should include the
World Bank loan and the counterpart funds. Secondly, the Sub-DA of
GDATSLI is set in Haizhu Sub-Branch, Bank of China, with the account
number of 665262551962 and RMB as currency Unit, and the balance was
RMBA418,140.23 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 RMB2,764,504.99 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 RMBO0.00 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 | consistof 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
/I consist of the ending balance of total project expenditures and the ending
balance of total fixed assets in the statement of Balance Sheet.

6.4 The cumulative withdrawals in the Statement of Implementation of Loan
Agreement was RMB 370,001,157.65 yuan, the ending balance of the foreign
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loan account in the Balance Sheet was RMB 364,525,140.53 yuan, the
difference was RMB 5,476,017.12 yuan, which was caused by the repayment of
loan by the amount of USD 797,881.04 in 2018.
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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
positive 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. The System of Social Insurance Business Sector
was officially launched in Zhuhai City,by the end of 2018, the pilot application
has been completed in Qingyuan and Zhuhai. Through the sub-project of
migrant rural worker training, YFATS has collaboratively established the Stone
Craftsman Workshop with the related companies in the stone industry, which
was made one of China’s national training sites for the architecture stone
carving for the 45" World Skills Competition. GDATSLI has been broadening
the scope of cooperation with companies, endeavoring to enhance the training
ability and the management quality, to cater the companies with urgently
needed personnel. GZITTC has made investigations on the existing and
potential clients to better support the deeper cooperation with the companies,
broadening of the scope of cooperation and the improvement of training
services. However, the following issues were still found in this project.

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 RMB96,616,011.70 yuan of the World
Bank loan in 2018. However, by the end of the year, the actual expenditures
were just RMB67,567,517.70 yuan, accounting for 69.93% of the annual work
plan. 42 projects should had been implemented with 21 of project contracts
signed, 3 invitations of bidding finished but no contracts signed and the
procurement of 10 projects has not begun yet, 8 projects were cancelled.

(1) Integration sub-project



Due to the digital development and the need of information and process
standardization of involved cities, the 9 planned advisory service contracts of
DHRSSGP such as the big data system for the comprehensive HR and social
security were not fully carried out, 2 of them canceled, 5 of the procurement
had not begun and only 2 contracts had been signed. Among the 6 goods
procurement contracts such as the procurement of Internet basis facilities, 1
contract signed, 4 of the procurement has not begun and 1 cancelled.

(2) Rural Migrant workers sub-project
Due to the need of further argument and the prolonged development phase as
well as the planned projects had already been carried out by the implementation
units, there had been unfinished and canceled contracts for all the three
participant schools, among which:
GDATSLI: There had been 11 advisory services in total, such as information
network wiring training workshop, 9 contracts have been signed, 2 invitation of
bidding finished but no contracts signed. Among the planned 2 goods
procurement contracts, 1 signed and for the other 1, the invitation of bidding
finished. By the time of audit, the check and acceptance has been carried out.
GZITTC: Among the total 3 advisory services such as the guidance for the
normative compilation of the integrated curriculum and the standardization of
national skilled professionals training, 1 contract had been signed and 1 of the
procurement of the contract has not started, 1 had been cancelled. Among the 3
goods procurement such as the publication of surveying and mapping teaching
books for the product components, 2 contracts had been signed and 1 canceled.
YFATS: All the 3 advisory services on the school promotional videos had been
canceled and all 5 goods procurement contracts such as the procurement of
air-conditioners have been signed.
We suggested that you should push to solve the existing problems in the social
security integration sub-project, strengthen the competence of the
implementation units of the rural migrant workers training sub-projects in terms
of their ability to stick to the plans, to ensure the timely completion of the
projects by taking proactive and effective measures. You accepted the

suggestions.

2.Insufficient quality guarantee fees were withheld.

According to the contract, every time when making the progress payments to
the contractors for the teaching building, comprehensive building and the
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stadium, 10% of the progress payment should have been withheld until the total
sum reaches to 5% of the total contract price, but only 5% of the progress
payment were withheld each time, leading to insufficient quality guarantee fees
had been withheld, with a total amount of RMB312,213.44 yuan involved.

We suggested that you should strictly adhere to the contracts to ensure that the
rights of the proprietor could be well protected. You accepted the suggestions.

The Followed-up of previous recommendations

The previously-disclosed issues were as follows, the bid information of a
procurement package was not announced timely and completely, the issue had
been rectified by making supplementary announcement. A construction work
started without the construction permit license, the issue had been rectified
accordingly and measures taken to avoid repeated issues. The project
implementation progress was slow, the issue had been solved by applying for
the postponing and prolonging of the project and speeding up the construction
and procurement and advisory services.Bidding procedure was not in
compliance with regulations, the issue had been rectified by carrying out legal
training to the related staff. Asset management was not standardized, the issue
had been rectified by having checked and labeled the fixed assets.
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