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I. Auditor’s Opinion
Auditor’s Opinion

To Provincial Project Management Office of Integrated Economic
Development of Small Towns (Guangdong) Project

We have audited the special purpose financial statements (from page 6 to
page 27 )  of Integrated Economic Development of Small Towns

(Guangdong) Project Financed by the World Bank, which comprise the
Balance Sheet as of April 30, 2019, 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 period 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, the Summary of Sources and Uses of
Funds by Project Component is the responsibility of your office, 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
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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 Dbelieve 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 Integrated Economic
Development of Small Towns (Guangdong) Project Financed by the World
Bank as of April 30, 2019, its financial receipts and disbursements, the project
implementation and the receipts and disbursements of the special account for
the period then ended in accordance with Chinese accounting standards and
system, and the requirements of the project loan agreement.

Other Matter

We examined the 6 withdrawal applications from 8161CN014 to 8161CNO019
and the attached documents submitted to the World Bank by Guangdong
Provincial Finance department during the period. In our opinion, the attached
documents comply with the project loan agreement and can serve as the 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
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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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II . Financial Statements and Notes to the Financial Statements

(—) ¥4&FHk

I. Balance Sheet

BE &M #RRTRK RERNE

% & T & X
BALANCE SHEET
2019 £ 04 A 30 H

(As of April 30,2019)

&I AT E R R TE

Project Name: Integrated Economic Development of Small Towns (Guangdong) Project Financed by

the World Bank

WAL JHRERNERE T A TRERERTEAIRNE

Prepared by: Provincial Project Management Office of Integrated Economic Development of Small

BwHREM: ARTT

Towns (Guangdong) Project Currency Unit: RMB Yuan
TR A% 4 ; 1Tk A% A%
Application of Fund Line Beginning Ending Balance Sources of Fund Line Beginning Ending

No. Balance No. Balance Balance
. —. WiH S AT
v BH AT :
Total Project Expenditures 1| 233871,91452| 428,165559.10)  Total Project 28 | 116762,217.76|124,157,114.74
Appropriation Funds
o Jeb pe 1 2 TOBHBRA S E AN
1 AR B : :
: 2 - Project Capital and 29 ) )
Fixed Assets Transferred Capital Surplus
2 TR Sk, R
Construction Expenditures 3 - including:  Grants 30 } }
to be Disposed 9:
3. BB . I ENE L TR a1
Investments Transferred-out Total Project Loan 207,028,901.88|334,109,318.16
1. BUH AR
4. fERTHE h
Construction in Progress 5 | 23387191452 428,165559.10 Total Project 32 1 207,028,901.88(334,109,318.16
Investment Loan
S B R 6 ] (D ESMER %
Investment Loan Receivable Foreign Loan 207,028,901.88(334,109,318.16
Horfre RIUSCAR P A AT BEER o EHERITR
Including:  World Bank 7 - - e 34 B -
Investment Loan Receivable Including: IDA
=, WA TR AR — Ny
N fi “rgﬁf'iaa?o;({)? Ijri\vestment 8 - bR ST R AU 35
ngn p IBRD 207,028,901.88(334,109,318.16
o AT IR BREEEH
Including : Appropriation of 9 - - Technical 36
World Bank Investment Loan Cooperation
ENE 10 ] Tk £ e 37 ] ]
Equipment Co- Financing
Lrpr: fpabst i "
i:crlrtljdirjjgL Ejii)frii:timsses 11 @) [Nk 38 - -
. : Domestic Loan
in Suspense
F. wmHEEE 2. HAbEER 3 3
Total Cash and Bank 12 94,477,942.11)  44,689,650.47 Other Loan 39
o M. ERIRABBARK
£
1 AT 5k 13 | 94463,613.13| 44,665657.23|  Appropriation of 40 - -
Cash in Bank
Investment Loan
— Hor: AT R
Horfr, i 2 I %
Sk SRR 7k 14 | 3270364539 4560961|  Including: World Bank | 41 . :
Including:  Special Account Loan

2. W4 f. lfiFEse

Cash on Hand 15 14,328.98 23.993.24 Bond Fund 42

J5 4 (To be continue
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o4 ow om | K| B i K w4 ok || M WK
Lo Line Beginning : Line Beginning ;
Application of Fund Ending Balance Sources of Fund Ending Balance
No. Balance No. Balance
7Ny TS RSGR & N R E S
Total Prepaid and 16 17,224,508.52 1,993,198.21 Construction Expenditures | 43 - -
Receivable to be Offset
o RIfSCHHEAT SERRRLR .
_ ) e it
Including: ~ World Bank | 17 Total Payable 44 21,806,025.25 16,581,974.88
Loan Interest Receivable
RO SRR —
7% ot RAHHAT BEHCRLE
World Bank Loan 18 - - Including: World Bank | 45 - -
Commitment Fee Loan Interest Payable
Receivable
BISCHEAT SYRR B 42 o5 R AT GERR AR
F 2k W
World Bank Loan 19 - - World Bank Loan 46 - -
Service- Fee Commitment Fee
Receivable Payable
B HEAT SERK B4 o
+. HES 20 ) . % 47 . .
Marketable Securities World Bank Loan
Service Fee Payable
I\ FEHEREAT e KA ] ]
Total Fixed Assets 21 22,179.74 0.00 Other Payables 48
I 2 A o SRS ] ]
Fixed Assets, Cost 22 59,5300 59,553.00 Appropriation of Fund 49
W RIHTIAE .
+. R ) )
Less: _A-ccumulated 23 36,773.26 59,553.00 Retained Earnings 50
Depreciation
2 7 ] ]
Fixed Assets, Net 24 22,779.74 0.00
5
Fixed Assets Pending 25 - - - -
Disposal
TR AL PR 5 BE R
Fixed Assets Losses in 26 - - - -
Suspense
p2d A }2:d SEEVE -
VEsk i et 27 345,597,144.89| 474,848,407.78 VERORI & it 51 345,597,144.89| 474,848,407.78

Total Application of Fund

Total Sources of Fund




(Z) BH#EX
1. Summary of Sources and Uses of Funds by Project Component
I E # E x ()
SUMMARY OF SOURCES AND USES OF FUNDS

the World Bank

BY PROJECT COMPONENT 1

AHAA E 2019 £ 04 A 30 H
(For the period ended April 30, 2019)

THAH: RBRAARA RERNEHFE LT LT EAERTE
Project Name: Integrated Economic Development of Small Towns (Guangdong) Project Financed by

WAL JARERNEGFE 6T oM EERIE 4 E

Prepared by:

A ARTT

Provincial Project Management Office of Integrated Economic Development of Small

Towns (Guangdong) Project Currency Unit: RMB Yuan
TUH N2 N ] it
Project Component Current Period Cumulative
AT AR A TE L b St 5 RiFsERtt
- . . Iﬁ H w\TI—jZIJﬁﬁ . .
Current Period Current Period Current Period Life of PAD Cumulative Cumulative
Budget Actual Completed % Actual Completed %
Bk AT
170,280,805.00 134,475,313.26 78.97% | 641,007,305.00 458,266,432.90 71.49%
Total Sources of Funds
— AT é, ﬁ/rlﬁ.:,y
b7k H R 157,273,183.11 127,080,416.28 80.80% | 309,500,000.00 334,109,318.16 107.95%
International Financing
] *\ \_\é > fH 4
L I—HK/ITB%I/D TERER 157,273,183.11 127,080,416.28 80.80% | 309,500,000.00 334,109,318.16 107.95%
= BKERS
- . 13,007,621.89 7,394,896.98 56.85% | 331,507,305.00 124,157,114.74 37.45%
Counterpart Financing
T AT GRIBH N
Total Application of Funds (by | 182,146,852.00 194,293,644.58 106.67% | 641,007,305.00 428,165,559.10 66.80%
Project Component)
YR
1. BB R 166,803,752.00 176,221,099.28 105.65% | 543,668,205.00 403,830,863.31 74.28%
Infrastructure development
ProS—
2 fM‘Q HeJTaE . 3,605,000.00 4,080,960.75 113.20% 34,692,600.00 6,589,262.29 18.99%
Institution strengthening
3. WHEHE 5 T
Project management and 250,000.00 576,373.32 230.55% 12,430,300.00 1,390,832.50 11.19%
monitoring assessment
"
4. T 3% 6,039,100.00 34,173,000.00 -
Reserve
. BEEHCRE e
5. STRAIRRSALS 5,449,000.00 6,786,106.86 124.54% 16,043,200.00 12,057,088.91 75.15%
Loan Interests and front-end-fee
6. L3tz - 6,629,104.37 - 4,297,512.00
Exchange gain or loss
7. M ] . )
Others
E5
: - -59,818,331.32 30,100,873.80 -
Difference
E=/ a1
L BRIk - | 1528131031 1,993,198.21 -
Change in Receivables
3 A<} 2 A
2. RiATERIEHL - 5,224,050.37 -16,581,974.88 -
Change in Payables
3. HemBtaA
Change in Cash and Bank - -49,788,291.64 - - 44,689,650.47 -
4. He
Other - -22,779.74 - - - -
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W E#E Xk (D

SUMMARY OF SOURCES AND USES OF FUNDS
BY PROJECT COMPONENT II

Project Name: Integrated Economic Development of Small Towns

A HiE % 2019 4£ 04 A 30 H

(For the period ended April 30, 2019)
TH &M WREATRK AERNEFEET LT REZRIE

FWELL: | RERNEFGE T A TRERRIE AN E

(Guangdong) Project Financed by the World Bank

WA ARTT

Prepared by: Provincial Project Management Office of Integrated Economic Development Currency Unit: RMB Yuan
of Small Towns (Guangdong) Project
T H 3 H
Project Expenditure
TH N2 . CAAT ™ FAAZ B H 32 -
%
Project Component C%r;titi%e Assets Transferred TR TR Construction I:\i{;:sdtﬁé;ts
Amount [& 2 % e kiligna T %P B P Work in Progress | Expenditures to be Transferred-out
Fixed Asset Current Asset Intangible Asset | Deferred Asset Disposed
e
1. JE B R f 403,830,863.31 - 403,830,863.31 - -
Infrastructure development
o ML
2. *_M;;:] fie kit X 6,589,262.29 - 6,589,262.29 - -
Institution strengthening
AT = 15 S SEAN
3. MARESEAFS 1,390,832.50 - 1,390,832.50 ] ]
Project management and monitoring assessment
4. TR - - -
Reserve ] )
el 1
5. VEIALR JEAL Y 12,057,088.91 - 12,057,088.91 - -
Loan Interests and front-end-fee
6. WLt 4,297,512.09 - 4,297,512.09 ] ]
Exchange gain or loss
7. HAth } } }
Others ] ]
it
428,165,559.10 - 428,165,559.10 - -

Total
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(2) REBRHATRI X

iii. Statement of Implementation of Loan Agreement
B XMW R PATHE R X
STATEMENT OF IMPLEMENTATION OF LOAN AGREEMENT
RHEE 2019 4 04 A 30 H

TH &M HRRITRK FELNE

Integrated Economic Development of Small Towns

Project Name:

GIWELL: T REMBIT

(For the period ended April 30, 2019)
Vi R N ke S =
(Guangdong) Project Financed by the World Bank

i RTUART T

Prepared by: Guangdong Provincial Finance Department Currency Unit:  USD/RMB Yuan
g A AR AR Rt
EZ g
B 5l %ﬁﬁ?fﬁ? Current-period Withdrawals Cumulative Withdrawals
Category S£5USD %t N e Fia AR
usD RMB USD RMB
1. T.#2 Civil Works 46,110,000.00 22,820,447.10 158,522,332.03 48,400,033.95 325,664,468.43
2. 1%¥) Goods 2,630,000.00 73,219.78 620,043.73 728,451.92 4,901,461.58
3'%1@5,&%*11%”” . 1,135,000.00 77,540.69 584,740.52 401,615.96 2,702,313.15
Consulting service and training
e TS

A5 P RCETY -5,000,000.00 -32,671,000.00
Unallocated part
Iirzi{tﬂ:ei foe 125,000.00 24,300.00 125,000.00 841,075.00

%tl;—l 50,000,000.00 17,971,207.57 127,080,416.28 49,655,101.83 334,109,318.16




(W) FRKF#H*&

Iv. Special Account Statement

T H kP RX
SPECIAL ACCOUNT STATEMENT

AHAE E 2019 4 04 H 30 H
(For the period ended April 30, 2019)
TH 4 RBATRI) RELNEFG 6T L e R IR E
Project Name: Integrated Economic Development of Small Towns (Guangdong) Project Financed by
the World Bank
f&# 5 : 8161-CN
Loan No. 8161-CN
SR ELL: JREWBIT
Prepared by:  Guangdong Provincial Finance Department
TFPRATAHM: FRERAT) MNBF AT
Depository Bank: ~ Guangdong Provincial Finance Department
k5. 7443501482600000797
Account No. : 7443501482600000797
WHAE: £
Currency: USD

ARGy AT AR T B
Part A-Account Activity for the Current Period Amount

HIWIRE
Beginning Balance 5,004,996.08

.
Add:

A SAEAT [ A
Total Amount Deposited this Period by World Bank 17,971,207.57

AIIF SN SET FENE FIK R #850)
Total Interest Earned this Period if Deposited in Special Account 1,782.39

AP B S I
Total Amount Refunded this Period to Cover Ineligible Expenditures

W
Deduct:

A AT B
Total Amount Withdrawn this Period 22,971,207.57

I ARAAHAE AT AR S5 9 ST
Total Service Charges this Period if not Included in Above Amount Withdrawn

AR R A
Ending Balance 6,778.47

( J& 42To be continued)
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B #i4r: LK
Part B-Account Reconciliation

E
Amount

1. tHF AT B A
Amount advanced by world bank

5,000,000.00

Deduct:

2. HEFAUT IR
Total Amount Recovered by World Bank

5,000,000.00

3. AR T A
Present outstanding amount advanced to the special account at 04/31/2019

0.00

4. LR AR

Ending Balance of Special Account

6,778.47

e
Add:

5. BUE AR O H AR oK (R b5 40
Amount Claimed but not yet Credited at the End of this Period

HiEHS S
Application No. Amount

6. AEAINAR CSAMHE AR HFHRIK B4
Amount Withdrawn but not yet Claimed at the End of this Period

7. MRS RIS R & E 5 0 6 A=)
Cumulative Service Charges (If not Included in ltem 5 or 6)

b
Deduct:

8. FLEWN (FEANL K ED)

Interest Earned  CIf Included in Special Account)

6,778.47

9 AR AL FH U 7 LA 3 0
Total advanced to special account accounted for at 04/30/2019

0.00




(R) WM&k
W 4 & MHE

1. TE #LA

HERTRE FEARANEFEATATHETEREK S A
8161-CN, EHEENZTEHMWEH, RETFECEZFHELEEIEER,
WArEEa XK HFELR;, B TRENBAFAER, REE
SUNBHEAER BTG, HAE/INREREL BERUEEGSE R, ATEHA
PHIEER S R T AE, FEWMEARERE: (D XFEPLTHEEETH.
T A K JE BAR R ZE AR RAAG B A 2k (20 Xk wigaE
RAEBHETAH AL RO AL R A ER; (3 XHE
SR B R B DL BT R AT . i P KR BAE R AR IR ALY B T
W, (4) ZEMETFRERLABAET A T & E oA E a3 B AL
MR AR (5) XFFATIIREILNERIE. 2B E L& ENAE
RER R MR EE A IR (6) I Feig M X 7 W R ke = L &
B 2 B R RN R B, (7)) BT E R TR mEE T~
K& B AR K ER AR e R AL B A K

G PHIAE, HRFTOMEINLTEEX R EEMENTXTH
BXERY, AT REIA2EHNT B EA R RATEREMNFE X
TIHEEIEAFRETRBEEWEE, AN ENEEZLAZEHE: (D
T HE AR E LA 4 HE A AR AL B B (2) XEHFR
WARBEEAEEH T X8 A HE AR R 6L A 23X

(RE =Y fn (TEHWZE) T 2012 £ 08 A 07 H44T, 2012 4 11
Aa, JUEHAIKHE % 2017 4 12 A 31 H, FHEEE, THXKH A
2018 £ 12 A 31 H. I H Rt k| &4 % A A K™ 675,034,500.00 7T,

— 13 —



7 4R AT & 2 &40 4 50,000,000.00 = 7T, 976 A & 7 319,000,000.00 7T CC
% 6.38 Tit). WE I E 5 H L E K A 103,555,300.00 % 7T, £+ F
#AT # 2 50,000,000,00 % 7T, 74 A KT 309,500,000.00 & (CH% 6.19
T, & B F Y 48.28%,

BE20194 04 A30H, FEHAZEWT:
(1) HATIRELIIETE

FL3HE 2018 £ 1 A F 2019 47 4 A 7 k4% % 41 K T 55,658,538.86 7T,
e A MK 4,556,258.33 £ 70 (2# AN —HITEHEFH), Rt EREAFAR
™ 118,293,264.11 7T, Rit#%Z H K 11,000,000.00 % 7T .

FLMAEF —HTERAMTHENEAE W EMRERE . FAE
Mg mE . F)POLEZTRETE, BEi; EARKZEERH TR
THEZK. RAREXSWLIETETE GURERAK FEBRZR
W) R Ko

IMEE —HTERAE TR LA RRBEARTAENZTEIRELR
T; FARERERETIBRAALARMEA, FAERNTETEIEE ST (kK
YO, EAERNEEREREMNARRED TR RAREX SRR A
W& BT Ao

(2) # L HEETE

HHEE 2018 F 1 A £ 2019 4 4 A 7 kX F 40 & T 10,614,650.15 7T,
e iRk 1,676,396.59 =70, Rif7Takix KA KT 82,573,445.43 7T, &R
42 24k 10,050,000.00 = 7T,

+RIBFE, AIAMTReWEFE MG KA TR, ZEHEHE %
MR, ZEEHENENERBMRSHE TR HRAREREE TR, T
HERFERANR G, ITEFEEECTUE; WEINEATIEEHR S
MREES AN, AWEANEGT I ERARE 2N, T L EHEFRE

— 14—



FARN, T L EFARFRIAFF N RERRELRRIGE TR, A
EEUMEFERSTERYE Z L. RARELAAW L FEETE
RERNRERECTA; TEEZHEEMRRERFRETE. HHE4E
FEE AT AR TRETE BB WHAEMTHRA. A
EHAN. mEER ) BEE / FRITEEH A EEEXIEETH.

(3) 2 KT &K E ML mETE

W9 4E 2018 £ 1 A £ 2019 4 4 A 7 k% % 41 A\ & T 36,696,659.07 7T,
e IRk 4,940,704.92 =0, Rt 7T ARE KA A KT 57,311,120.15 T, R
4R 2K 7,722,565.32 = 70,

Ak AL ASRESE., =B, B, ERSER. AAREERT
A MREEHREIRL TR MREHRE R IENRRATIEELR
R BV EBRLEAR . RSV EHLEARN ORI TR £XE
SR T E T Ko

(4) PRI PR E R METE

AR 2018 £ 1 A F 2019 4 4 A 7 X 3 A A K T 12,902,193.58 7T,
MK 1,950,000.00 % 7T, Rt AR FHA KT 68,313,469.29 7T, R
i1 Z R K 7,950,000.00 % TG,

FARELeF L EMERTE, §RMKETE L TR Lo T]E>
WEBEE AR . AR EECEATH TR EBHE; ~ LA RMEE
AT IR BT R

(5) =¥FH & & 7 [t 38 i 1 I

fff 42 2018 47 1 A & 2019 4 4 F 578 3% % 8 A K T 33,410,862.03 75,
AR K 4,307,981.89 =71, Rt Ak A AIA KT 43,055,874.75 7T, R
42 24k 4,932,536.51 % TG

HRETERREIR. S6RFLTELEIRCEZT. KHETE
FON A AL R A DA BAANRE (BEXS) EBH. RFERTE

15 —



N A R BALK] (BREK 4D B%T Ko

(6) FIRT ZRIEEANFEETE

fh¥E 48 2018 4F 1 A & 2019 5 4 A 7 I ¥ A A K 45,023,705.11 7T,
A MK 5,539,865.84 =71, Rt 7T AR AHA KT 58,657,193.19 7T, R
i+#% 23 Tk 8,000,000.00 % 7T

RAETREGWUEET VR EERBEREELTIEZDL T R. KA
B & P& B B A R & P2 W S AR AU A Rk AL X L P L 5 4% TR 3T A A
R E AR S . FRATRE N B X A P AL AR R S R R
BB .

2. W& E

A F- AR e R B LR S R AR AT AR & & BT AT
WHEINEEEANE (UWTHEEIEA ). 8 METHE 7089 & x (B
REEAEKE) T FIK A k.

3. FELITHK

3.1 ATEH W & & B BE(HE R BAT RZTE 21T E A k)
frF (2000) 13 &) WYE k4.

324U BESEXANTEH, BN AEF1A1HE12 A 31 H(%&
E: ARAREELE HEh 2019 45 4 A 30 H).

3.3 ATHE K HEEL “MIT K EFEAEKEN, XHEREXID
IEILK, UARTAIEKAGT .
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34 B EEARSEST 2019 £ 04 A 30 HILX, Bl USDl=A R
6.7286 T, TE#HE R (—) $IHE B TR FHILCE USDI=ART 6.19

TGt

4. HEME A

4.1 T E T H

2018 £ 1 A % 2019 4 4 AT H &£ &% A& X A KT 194,293,644.58 7T,
Hp AL EART 176,221,028 7T, MG EER AR
4,080,960.75 70, T H T HE 5 kW A K T 576,373.32 7T, HAF|E KL
1E% AR T 6,786,106.86 7T, L ¥iEm A KT 6,629,104.37 7T, # E 2019
04 F 30 H, THRITHEKEXHART 428,165,559.10 7T, & & it
X #9 66.80%, H H Ak i & B A K T 403,830,863.31 7T, & &% F At XIEY
74.28%, WLiGEE AW AR 6,589,262.29 7T, & E I ¥t XIE) 18.99%,
T EE S BTN AR 1,390,832.50 70, & EFAITXH 11.19%, &
FF| B R RAESHE AR T 12,057,088.91 7T, & AT HITXIH 75.15%, L7
#35 A KT 4,297,512.09 70,

42 TR 4

2019 4 04 F 30 Hte T F &K% 4 AR T 44,689,650.47 7T, H 438
b NER T 49,788,291.64 6, HFHEATHFRAHMA KT 44,665,657.23 7,
EFEADANRT 49,797,955.90 0; e ARKT 23,993.24 7T, thEF
¥ AR T 9,664.26 TC.

4.3 TAT B R dg 2k
2019 4 04 F 30 H4& % A AR 1,993,198.21 75, . EERBDPARET
15,231,310.31 7T, HEF kR BEHE 4 AR T 996,113.31 71; X THEX4HE
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£ BN KT 997,084.90 T, R AMER S EETH AWK 25,

44 EERF”
2019 £ 04 A 30 HE &= REM 4% 7 A KT 59,553.00 75, Z 1147 |H
AR T 59,553.00 7T, BEER~ZEBELH ANAKT 0.00 T,

4.5 B # 7

2019 4 04 A 30 HA&H 4 A KT 124,157,114.74 7T, £+ 4 F B (8
fi &% 4 AR T 64,322,650.74 70, TR EIMNEER 4 A KT 0.00 T, £
FE LI E ¥ 2 A R T 59,834,464.00 7T,

TH T X E % 4 &9 A KT 331,507,305.00 76, # % 2019 4 04 A
30 A2 il E A R T 124,157,114.74 7T, & itX|eh 37.45%.

4.6 TLH B

2019 4 04 A 30 H4# 4 A KT 334,109,318.16 7C, £+ #HFFAT
KA Ay 49,655,101.83 7T, #T6 A K 334,109,318.16 TT.

B ZE 2019 £ 04 A 30 H, Eit#EBUEFHRAT 7KK 2 49,655,101.83
*70, ERALHN 99.31%, HF, SHAEF 125000.00 %7, FTEART
841,075.00 7G; +# T# 48,400,033.95 %71, # A& AKT 325,664,468.43
Jo; oA 72845192 =T, #TA AR 4,901,461.58 T; IR S5 LK
401,615.96 =71, #A& AR 2,702,313.15 71; MK~ 000 71, 4
AR 0.00 7T,

AT NATER
2019 4£ 04 F 30 H4& % 4 AR ™ 16,581,974.88 70, b FFEH D AR
5,224,050.37 7T, HF, FLHEEELFH N AR T 2,503079.94 75, £ KT
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WILATAEZ, BT EFRIEE, BB TAERER, ST EA
MR T RS ERTRME AT A AR T 2,482,592.39 71,2 M AT b F ALY
TREESR, HERRUTECWNFASE; WILARERAFTNART
3,242,246.69 TG, BN LA TERIEA UK EE LT BERLE; 5L
BEIME AT A ART 7,831,004.88 7T, 2T IEH#ER. &
TRRIE2%; ZEMMERT A AKT 466,064.98 7T, &5 AT AR5

LR TRRRIES %, RIEWEEAF Y ARKT 56,986.00 7T, ZMMLT
BERE,

5. TRKFERAER

AMEBETRAKFREEFTERATA MM F LT, K54
7443501482600000797, i ff % 5= 0. 2018 44474 4 5,004,996.08 = 7T,
2018 4 1 A % 2019 4 4 A E 4! 17,971,207.57 #75, Fl AUk 1,782.39 #
7, 2018 £ 1 A F 2019 4 4 A X 22,971,207.57 =T, 2019 F 4 A 30
H 4 %1 6,778.47 % T,

6. BHEM

ERUBELHERETIREEGE (5FF GD-TI-YC-01) %I FH#HATH
W, BEAH A ART 3,776,896.67 7T, Hi L H X WAZBEN L FE FI,
EMEXMHRERCEIGEFHR, ZHETT 201944 A 17 AR %E, £
LT, EREIBRMENHMERFSMELEMART 3,776,896.67
TGo
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v. Notes to the Financial Statements
Notes to the Financial Statements

1. Project Overview
The Loan No. of Integrated Economic Development of Small Towns
(Guangdong) Project is 8161-CN. Through the implementation of the project,
it aims to promote economic, social and environmental construction in order to
achieve inclusive growth and sustainable development of selected towns. With
the radiating effect of selected towns, it will also help establishing cooperation
and development platform for small towns, and providing good experience for
other small towns of the nation. The project involves 7 towns, the main contents
are as follows: (1) supporting associated infrastructure construction and
institutional capacity building for lighting industry as well as flower and plant
industry of Guzhen Town, Zhongshan City; (2) supporting associated
infrastructure construction and institutional capacity building for hardware
products industry of Dongli Town, Chenghai District, Shantou City; (3)
supporting associated infrastructure construction and institutional capacity
building for new building materials industry and tourism industry of Yuecheng
Town, Deqging County, Zhaoging City; (4 )  supporting associated
infrastructure construction and institutional capacity building for hardware
cutting tools industry of Dongcheng Town, Yangdong County, Yangjiang City;
(5) supporting associated infrastructure construction and institutional
capacity building for tourism industry and metal manufacturing industry of
Rucheng Town, Ruyuan County, Shaoguan City; (6) supporting associated
infrastructure construction and institutional capacity building for tourism
industry of Fuxing Town, Xingning City, Meizhou City; (7) supporting
associated infrastructure construction and institutional capacity building for
electronic industry of Fucheng Town, Luoding City, Yunfu City.

After the mid-term amendment in June 2015, Dongli Town, Chenghai District,
Shantou City and Fuxing Town, Xingning City, Meizhou City had officially
withdrawn from the project, the World Bank agreed to reallocate the loan to
Rucheng town, Ruyuan county,Shaoguan City which are the existing users of
the loan and the newly selected Xiantang Town, Dongyuan County, Heyuan
City.The main construction contents of the two towns are as follows: (1)
supporting associated infrastructure construction for water supply and drainage
and institutional capacity building of Rucheng Town, Ruyuan County,
Shaoguan City; (2) supporting the construction of roads in the new industrial
district and associated infrastructure for water supply and drainage



as well as institutional capacity building of Xiantang Town,Dongyuan
County,Heyuan City.

Loan Agreement and Project Agreement were signed in August 2012, and
became effective in November 2012. The closing date is December 31, 2017,
the adjusted closing date was December 31, 2018. Estimated total investment of
the project is RMB675,034,500.00 yuan, among which the World Bank loan is
USD50,000,000.00, equivalent to RMB319,000,000.00 yuan. ( at a rate of
USD1=RMB6.38 yuan ) The adjusted total investment was
USD103,555,300.00, among which the World Bank loan is USD50,000,000.00,
equivalent to RMB309,500,000.00 yuan (at a rate of USD1=RMB6.19 yuan) ,
accounting for 48.28% of the total investment.

By April 30, 2019, the progress of the towns was as follows:
(1) Rucheng Town, Ruyuan County, Shaoguan City

The investment from January 2018 to April 2019 was RMB 55,658,538.86 yuan,
the withdrawal was USD 4,556,258.33 (The second phase withdrawal) , total
accumulated investment was RMB 118,293,264.11 yuan, accumulated
withdrawal was USD 11,000,000.00.

The civil work financed by World Bank had all been done. The water supply
pipelines, sewage pipe network improvement and the training center
construction were finished; The eco-zone development pattern research had
been completed. The construction of the civil work financed by the counterpart
fund ( Rucheng Town water supply plant central control building and
experimental facilities) were done.

The bid and tender for the second phase civil work financed by the world bank
loan had been finished, among which the urban sewage pipeline network
improvement work were done; the water supply network improvement, the
water supply for the economic development zone, the improvement of the
sewage pipeline network had been done without acceptance. Rucheng Town
urban water supply pipe network and census information system construction
project financed by the counterpart fund were done. The counterpart-funded
equipments for the water supply plant had been procured.



(2) Guzhen Town ,Zhongshan City

The investment from January 2018 to April 2019 was RMB 10,614,650.15 yuan,
the withdrawal was USD 1,676,396.59, total accumulated investment was RMB
82,573,445.43 yuan, accumulated withdrawal was USD10,050,000.00.

For civil works, the civil work for Green Garden river / water conservancy,
Green Garden Road / bridge construction were completed; the construction
project of laboratory building and service building of Guzhen Green and
Bio-breeding Park were done. Office equipment had been procured. The lamp
rapid prototyping system equipment procurement and lamp manufacturing
equipment procurement had been cancelled. Pest and disease monitoring and
control services procurement had been completed.

The research and analysis of the market for the appreciation animals and plants,
the lamp industrial cluster research and competitiveness elevation strategic
research are all completed. Guzhen Town lamp detecting facilities procurement
classified as goods procurement using counterpart fund had been completed.
Germplasm resources conservation equipment for Guzhen Green and
Bio-breeding Park, the biological breeding / deep-processing equipment for
Guzhen Green and Bio-breeding Park, the breeding equipment for the
appreciation animals and plants, the lighting research outline and the
temperature control/electrical circuit/energy-saving lights research had been
cancelled.

(3) Yuecheng Town,Deqing County,Zhaoging City

The investment from January 2018 to April 2019 was RMB36,696,659.07 yuan,
the withdrawal was USD 4,940,704.92, total accumulated investment was RMB
57,311,120.15yuan, accumulated withdrawal was USD7,722,565.32.

The construction of the office building and related equipments such as the
air-conditioners, elevators in Industry Transformation Base had finished. The
construction of the project of upgrading old streets in Yuecheng Town were
done. The material industry cluster and the tourism cluster development plans
were finished. The community engagement plan had been done



(4) Dongcheng Town,Yangdong County, Yangjiang City

The investment from January 2018 to April 2019 was RMB 12,902,193.58 yuan,
the withdrawal was USD 1,950,000.00, total accumulated investment was RMB
68,313,469.29 yuan, accumulated withdrawal was USD 7,950,000.00.

The construction, expansion and renovation of roads in Dongcheng Town
Hardware Industry Base and the construction had finished. The competitiveness
analysis for the hardware industry cluster and the buidling of brand for the
eastern city had been cancelled. The industry modernization management and
promotion plan, financed by the counterpart fund were done.

(5) Fucheng Town, Luoding City, Yunfu City

The investment from January 2018 to April 2019 was RMB 33,410,862.03 yuan,
the withdrawal was USD 4,307,981.89, total accumulated investment was RMB
43,055,874.75yuan, accumulated withdrawal was USD4,932,536.51.

The construction of the municipality auxiliary project and the comprehensive
service building had been finished. The procurement of the the equipment for
small and medium enterprises base office (counterpart fund) were cancelled.
The development plan for small and medium enterprises business (counterpart
fund) were done.

(6) Xiantang Town, Dongyuan County, Heyuan City

The investment from January 2018 to April 2019 was RMB 45,023,705.11 yuan,
the withdrawal was USD 5,539,865.84, total accumulated investment was RMB
58,657,193.19 yuan, accumulated withdrawal was USD8,000,000.00.

The construction of the roads and auxiliary projects of the industrial area of
Xiantang County had been done. The strategic plan for the upgrade of the new
material indsutry cluster, the special report on new materials for the industrial
transfer zone and the research report of the inter-regional collaborative
mechanism of the new material industry cluster had all been canceled

(counterpart fund) .

2. Consolidation Scope of the Financial Statements
Consolidation scope of the financial statements covers the financial statements
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of the Provincial Project Management Office (Provincial PMO for short) and
8 project offices of town level (including Dongli and Fuxing county) , as well
as the Special Account Statement set in the Guangdong Provincial Finance
Department.

3. Accounting Policies

3.1 The Financial Statements of the project were prepared according to the
requirements of Accounting Methods for the World Bank Financed Project
(Caijizi[2000]No0.13) .

3.2 In accounting practice, the Gregorian calendar year is adopted as the fiscal
year from January 1 to December 31 (Note: This report period ends at April 30,
2019) .

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 April 30, 2019 of the People’s Bank of China, which is USD1= RMB6.7286
yuan. The exchange rate adopted for the planned amount of World Bank loan in
Summary of Sources and Uses of Funds by Project Component was USD1=
RMB6.19 yuan.

4. Explanation of Subjects

4.1 Project Expenditures

Total project expenditure in 2017 was RMB194,293,644.58 yuan from
January 2018 to April 2019, including the infrastructure development
expenditures was RMB176,221,099.28 yuan, the institutional capacity building
expenditures were RMB4,080,960.75 yuan, the project management and
supervision expenditures were RMB6,629,104.37 yuan. By end of April 30,
2019, the project cumulative expenditures were RMB428,165,559.10 yuan,
which accounted for 66.80% of the total investment plan, there into the
infrastructure development expenditures was RMB403,830,863.31 yuan, which
accounted for 74,28% of the total investment plan, the institutional capacity
building expenditures was RMB6,589,262,29yuan, which accounted for
18.99% of the total investment plan, the project management and supervision
expenditures was RMB1,390,832.50 yuan, which accounted for
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11.19% of the total investment plan, the loan interests and front-end fee was
RMB12,057,088.91 yuan, which accounted for 75.15% of the total investment
plan, exchange gains and losses was RMB4,297,512.09 yuan.

4.2 Cash and Bank

On April 30, 2019, the balance was RMB 44,689,650.47 yuan with a decrease
of RMB49,788,291.64 compared with that of last year, among which the
balance of cash at bank was RMB 44,665,657.23 yuan, with a decrease of RMB
49,797,955.90 yuan from last year; The balance of Cash was RMB 23,993.24
yuan, with a decrease of RMB 9,664.26 yuan from last year.

4.3 Prepaid and Receivable

The balance on April 30, 2019 was RMB1,993,198.21 yuan, with an decrease of
RMB 15,231,310.31yuan from last year. Among which the balance of Dongli
was RMB 996,113.31 yuan and Fuxing was RMB 997,084.90, which were the
balance of the provincial counterpart fund.

4.4 Fixed Assets

The balance on April 30, 2019 was RMB59,553.00 yuan, the cost of the fixed
assets was RMBO0.00 yuan, the accumulated depreciation was RMB59,553.00
yuan.

4.5 Project appropriation funds

The balance on April 30, 2019 was RMB 124,157,114.74 yuan, which consisted
of the counterpart funds from the province amounted to RMB 64,322,650.74
yuan and from city of RMBO0.00 yuan , the county of RMB
59,834,464.00yuan .

The planned counterpart funds of the whole project were RMB 331,507,305.00
yuan. By the end of April 30, 2019, the ready-for-use total of the counterpart
funds was RMB 124,157,114.74 yuan, accounting for 37.45% of the total plan.

4.6 Project Loan

The balance on April 30, 2019 was RMB 334,109,318.16 yuan, among the
World Bank loan was USD 49,655,101.83, equivalent to RMB

25



334,109,318.16 yuan.

By the end of April 30, 2019, accumulated USD 49,655,101.83 of the World
Bank loan had been withdrawn, accounting for 99.31% of the total amount,
among which the front-end fee was USD125,000.00, equivalent to
RMB841,075.00 yuan, building project was USD48,400,033.95, equivalent to
RMB325,664,468.43 yuan, Inventory was USD728451.92, equivalent to
RMB4,901,461.58 yuan, training services and consultant was USD401,615.96,
equivalent to RMB2,702,313.15 yuan, special account was USD 0.00,
equivalent to RMBO0.00 yuan.

4.7 Payable

The balance on April 30, 2019 was RMB16,581,974.88 yuan, with a decrease of
RMB5,224,050.37 yuan from last year, the balance of Guzhen was
RMB2,503079.94 yuan, which was the payable of civil work, the bidding
security, supervision and design. The balance of Yuecheng was
RMB2,482,592.39 yuan, which was the payable of supervision, survey and
desgin. The balance of Dongcheng was RMB 3,242,246.69 yuan, which was the
payable of bidding security and supervision. The balance of Rucheng was
RMB7,831,004.88 yuan, which was progress payments and the payable of the
bidding security. The balance of Fucheng was RMB466,064.98 yuan, which
was the civil air defense and the payable of the bidding security. The balance of
Xiantang was RMB56,986.00 yuan, which was the the payable of supervision.

5. Special Account

The Special Account of this project is set in Guangzhou Yuexiu Subbranch,
China CITIC Bank, with the account number of 7443501482600000797, and
USD as currency Unit. The beginning balance of 2018 was USD5,004,996.08.
the reimbursement from January 2018 to April 2019 was USD17,971,207.57
and USD 1,782.39 of interest was earned during this period, the disbursement
was USD22,971,207.57, the ending balance was USD6,778.47 on April 30,
20109.

6. Other Explanation for the Financial Statements
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After the examination of the contract price carried out by the local finance
department , the upgrade engineering works of the old streets (Contract
No.GD-TJ-YC-01) had been priced down by RMB 3,776,896.67 yuan, this had
raised objection from the contractor and an arbitration had been submitted to
Zhaoging Arbitration Committee, which had been accepted on April 17, 2019.
If the contractor wins, the Construction in Progress and Total Payables accounts
would be increased by an amount of RMB 3,776,896.67 yuan.
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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.

The project has improved the local economic and social development and made
the infrastructure and ancillary facilities of the involved towns better off.
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

The original purpose of the project has not been achieved due to the alteration
of the use of the Public service platform building by Yuecheng PMO.

On 30" October 2019, Zhaoging Development and Reform Commission
approved the engineering preliminary design of the public service building and
made it clear that the building should be used to provide service to the
electronic firms in the building material cluster area and there should be 7
functions for this platform building such as the training and service center, the
examining center of the building materials, etc. The first floor should be the
training and service enter, second floor the logistics command center, third floor
the area management and service center and the fourth floor the cultural activity
center.

But during the spot check on 11" April, 2019, the above-mentioned Public
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service platform building had not been used according to the original plan, the
first floor had been used as the Yuecheng Town Public Service Center and the
Integrated Service Desk, Civil Affairs Office and the Human Resources Office,
the other three floors had mainly been used as the Land and Resources Office,
Agriculture Forestry and Water resources Office, Urban Planning Office,
Family Planning Commission, World Bank Project office and the People’s
Congress Office of Yuecheng town, we found no evidence of the building were
being used as planned, the goal of the project has not been achieved.

The above-mentioned issue is not in accordance with the project goal which
was made clear in the Approval of the Feasibility Study of Guangdong
Provincial Development and Reform commission on the Integrated Economic
Development of Small Towns of Guangdong (No.[2012]36 Yuefagainongjing,
which is to strengthen the infrastructure...improve the public service platform
and boost the improvement and upgrade of the economic industries.

It is suggested that Yuecheng PMO should stick to the approved goals and
purposes of the public service platform to make the most of its service function
to the industries. Yuecheng PMO has accepted the suggestion.

The Followed-up of previous recommendations

We found that the previous issues disclosed were all have been followed up and
rectified, among which the previously-mentioned vagueness of the rights and
responsibilities of Yuecheng PMO project which was caused by the alternation
of the fund sources had been rectified and adjusted by eliminating the factory
plant from the project, the land under the name of Yuefu Co. had been
reclaimed and the nature of the land has become the public, the compensation
for the loss of Yuefu has been made through replacing the reclaimed land by
another land lot. The permission related to the construction of previous year had
been applied and acquired. The changes made without approval issue had been
solved by the PMOs having applied for the related permission. The related
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accounts have been adjusted by Rucheng PMO accordingly to reflect the
construction progress with accuracy, and Rucheng

PMO has made adjustment to rectify the previously-disclosed issue of
insufficient quality guarantee fees were withhold.
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