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I. Auditor’s Gpinien
Auditer’s Opinicen

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
22 ) of Guangdong Social Security Integration and Rural Worker Training
Project financed by the World Bank, which comprise the Balance Sheet as of
February 28, 2021, the Summary of Sources and Uses of Funds by Project
Component, the Statement of Implementation of Loan Agreement and the
Special Account Statement from January 1, 2020 to February 28, 2021, 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:

1. Preparing and fair presenting the accompanying financial statements in
accordance with Chinese accounting standards and system, and the
requirements of the project loan agreement;

ii. Designing, implementing and maintaining necessary intemal 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 February 28, 2021, its financial receipts and disbursements, the project
implementation and the receipts and disbursements of the special account
from January 1, 2020 to February 28, 2021 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. §268-13 to No. 8268-15
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.

13;;,3,,@\’fitﬁ’f’”i‘tj&)ort consists of the Auditor’s Opinion and two more parts
h elnéﬁer o »‘Fmgnmal Statements and Notes to the Financial Statements,
dit mdmgs and Recommendatlons

?\‘* ‘
zGuangdén Provmmal Audit Office of the People’s Republic of China

11;36,,]8 2031 ‘\w




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
(—) Rtk

i. Balance Sheet

I E £ 2

e FHX
BALANCE SHEET
2021 502 Al 28 B
{As of February 28, 2021)

HRRITRA AW S R R AmR R RN

Project Name: Guangdong Social Security Integration and Rural Worker Training Project Financed by the World Bank
HHREA ARTL
Currency Unit: RMB Yuan

RPN T AREANABEPELRET #RHAT
Prepared by: The World Bank Loan Project Management Office of Department
of Human Resources and Social Security of Guangdong Province

WHTHNE

JEETE

#oG 4 i I 5k 41 I G| s WA 3
Application of Fund Line No. | Beginning Balance | Ending Balance Svurces of Fund Line No. EBalan‘;c Ending Balance
o BHLE s BHBEG T
Total Project Expenditures 1 673,927,487.11:832 507,464.40 Total Project 28 298,342.215.74] 393,634,593.52
Agppropriation Funds
N TR HEEETE TR
I 2 ERAR , — AREREAAELL
; 2 - - roject Capital and 29 - -
Fixed Assets Transferred ;
Capital Surplus
2. R EIRE N
Construction Expenditures to 3 - - ;quim?gf‘ . Grant 30 - -
be Disposed scluding: Grants
EREE RS = YA A
Investments 4 - | AR 3 |445,931,41907) 479,221,978.06
Transferred-out Otax Froject L.oan
4 fiE R . Iﬁlﬁﬂ%i’g%
Construction in Progress 5 673,927.487.11) 832 507 464 .40 Ig::]l Project Investment 32 445,931,419.17)  479.221,978.00
Investment Loan 4 - - F i Z’AL 33 445931.419.17| 479,221,978.60
Receivable Orelgn Loan
L YT e e R R PR AN o
Including: World Bank - i REET R S 34 ;
Invesiment Loan Including: IDA ’
Receivable _—
T RATRAERT S
Appropriation of 8 - - Fg[{‘bg“ﬂtmﬁ 15 445,931,419.17] 47%,221,978.00
Investment Loan
GRS e i
Including :Appropriation of| } JHEAEIRE R 36 _ )
World Bank Invesiment Technical Cooperation -
Lodn
. B " ] |maen - ] )
Equipment Co- Financing
Hep Fe s I R P
Including: Equipment 11 - e [IB“ H”S’:J.‘ 1 38 - -
Losses in Suspense omestic Loan
h. EHR#EeEs 2. KA .
Total Cash and Bank 12 52,433,096.52]  4.402,605.04 Other Loan 39 - -
Ay, T R EE R
1RITER o
Cash :';1 Bank 13 52,433,096.521  4,402,605.04 Appr()pnauon of 40 - -
Investment Loan
- o o S Rrpdk AT
S MBS RN
Incloding: Special Account] 19 47.134,144.60)  3,041,723.26 i“;;zd‘“g' World Bank Al - -
PP s ] | o ) ]

Cash on Hand

Bond Fund

1

R

S 8 (Tohe continued)




Total Applicatior of Fund

Total Sources of Fund

r Y IR
. AL SERREEL g
' P - -. - .
IR s is 1.5344,084.90 Construction Expenditures 1o | 43
lotal Prepaid and Receivable he Offset
K m A7 R ER B 4
Including. World Rank f.oan 17 S e 44 23,634 43550 4,182.309.17
. Tota) Payable
Interest Receivable .
By A7 Y BRI T P omn ] AT B R
World Bank 1.0an Commitment 1% - - includmyg: World Bank Loan 43 -
I'ee Recciveble Interest Payable
T R G SR S R R T
Waorld Bank Loan Service- Fee 19 - - World Bank Loan 46 - -
Receivable Commitment Fee Payable
P BT 00 4 P 2
. 20 - - World Bank Loan Service 47 - -
Marketable Securities
Fec Payable
Ao BERRE A A RZEHG
2 5 ‘ 35,867 -
Total Fixed Assets 1 40,245 262.29] 40,245262.29 Other Payables 48 135,867.91
B ErE R . . RREAES
L 22 2 . 245,262, S a5 - -
Fixed Assels, Cost 40,245.262.29) 40,245,262.29 Appropriation of Fund
o8 STEiG| ” 1o BT AR B
Less: Accumulated Depreciation 23 ) . Retained Earnings 30 105.992.41 116,451.04
s #7348 . <
Fixed Assets, Net 24 40,245.262.29| 40),245,262.29 ) B,
B Bl o s ] ] ) ]
Fixed Assets Pending Disposal -
FrAL M EE H R 26 : _ B }
Fixed Assets Losses in Suspense
WA LA 2 e SE o O]
HaARai 27 | 768,149,930.82] 877,155,331 73| E R A 1 51 | 768,149,930.82] 877,155,331 73




(Z) FE#EX

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

HEH#Ex(—)

SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT |

ABAE 2021 £02 A 288
(For the period ended February 28, 2021)
WMEAR: HREARA ARSI BE A ORRIENHE
Project Name: Guangdong Social Security Integration and Rural Worker Training Project Financed by the World Bank

FRAAL STEEANRFERL LR TERRITRHARAALE

Prepared by: The World Bank Loan Project Management Office of Department

wHEM: ARAL

of Human Resources and Sociat Security of Guangdong Province

Currency Unit: RMB Yuan

o it
Current Period Cumulative
AR
At Llan FH R H: T H 83 kiR F o 5E R R Fat A
Current Period Current Period Current T ) Cumulative Cumulative
. Life of PAD
Budget Actual Period % Actual % Completed
Completed
# 4 % ¥ 4 1 Total Sources of Funds) - | 128,582.936.61 -1 941,667,520.00 | 872,856,571.52 92.69%
—. IBRD #4744 - 13,290,558 83 - | 504,000,000.00 | 479,221,978.00 95.08%
() FHREETUERS TFH
Guangdong Advanced Technical School of - 2,215.367.79 - 04,500,000.00 89,236,874 95 94.43%
Light Industry
12) F M5 I H A WS Guangzhou
Industry & Trade Technician College - -4,768,110.14 63,000,000.060 60,007,675.12 95.25%
(3) 7% % HRATER Yunfu Advanced S 420425382 63,000,000.00 |  59,681,424.92 94.73%
Technical School
M TEEANFRAESRET# ER
7% M E H4F The World Bank Loan
Project Management Office of Department - 84240434 97 - 283,500,000.00 | 267,370,730.79 94.31%
of Human Resources and Social Security of
Guangdong Province
() MEEMBTERAKF 2|
Special Account of Guangdong Provincial -44.102.879.97 - - 292527222 -
Finance Depariment
ey ﬁ%ﬁ%{&)umcrpan Financing) 95,292 37778 - 437.667,52000 | 393,634,593,52 89.94%
(D REEARISERETFR
Guangdong Advanced Technical School of - 5,228, 720.18 - 110,567.520.00 94,331 455.46 85.32%
Light Industry
(2) 7 M@ I % F ¥ K Guangzhou .
Industry & Trade Technician College - 4,292,102.27 63,000,000.00 76,418,702 .83 121.30%
(3) 23 & BRAHL L4 Yunfu Advanced -] 367100656 S| 6700000000 | 47,134019.40 70.35%
Technicai School
(4) J"REANF RS SRETETE
FRAAE Y H40 % The World Bank Loan
Project Management Office of Department 82.100,548.77 - 197,100,000.00 175,750,415.83 9. 17%
of Human Resources and Social Security of
Guangdong Province
# & 15 A & 1H Total Application of Funds) 158,579,977.29 - 941,667.520.00 832,507,464 .40 58.41%

& 4 (To be continued )

N




L) TR T
Guangdong Advanced Technical School of
Light Indusiry

-5.839,098 85

203,067,520.00

187.044,153.72

2) T HE LR
Industry & Trade Technician College

B Guangzhou

-2,0607,071 .40

126.000.000.00

96,181,115.66

76.33%

(3) ZETHRE TH Yunhu Advanced
Technical School

-1.461,217.22

130,000,000.00

107,294 324 06

|
|
l
|
82.53%]

@y IR A AR LR T W R
TT5 B E 4 F The World Bank Loan
Project Management Office of Department
of Human Resources and Social Security of
Guangdong Province

167,947,358 76

480,600,000.00

441,987,870.96

91.97%

(5) MRS MBITERKF &8
Special Account of Guangdong Provincial
Finance Depariment

£ | Difference

-29.997.040.68

40,349,107.12

LR M3 T it Change in Receivables

-1,544,084.90

2.5 T3 % £ Change in Payables

1945212642

-4,182,300.17

3.5 % % 4 F #, Change in Cash and
Bank

-48.030,491 .48

4.402,605.04

4 2 Ath others

12540928

40,128,811.25
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(W) ERKF#REK

iv. Special Account Statement

THEF#&X

SPECIAL ACCOUNT STATEMENT
AEEFE 20204027288
{For the period ended February 28, 2021 )

WE A #RRATEH RS L E AL
fok B LIS B

Project Name: Guangdong Secial Security
Integration and Rural Worker Training

Project Financed by the World Bank

G F: 8268—CN

Loan No.:8268—CN

SR [ REMYT

Prepared by: Guangdong Provincial Fmance
Department

FAPRITE S FERITSMATE LY

Depository Bank: Guangzhou Branch,
China CITIC Bank

5. 7443021482600007167

Account No. : 7443021482600007167

BHRAFE: £

Currency: USD

Ay REERKPRIER
Part A-Account Activity for the Current Period

& #

il

Amount

Bis
Beginning Balance

6,756,421.00

5 o
Add:

AEEAT B
Total Amount Deposited this Period by World Bank

12,361,477.89

T ABAEH (FAZERFAED)

Total Interest Earned this Period if Deposited in Special Account

2,801.57

AEET £ 45 X IR E B

Total Amount Refunded this Period to Cover Ineligible Expenditures

W
Deduct:

FEE T B
Total Amount Withdrawn this Period

18,650.667.72

FAEAEHELRNBFHREF AL

Withdrawn

Total Service Charges this Period if not Included in Above Amount -

Ending Balance

470.032.80

 j5 £ To be continned )

12—




N o E
Baig: ¥EK,EY
Part B-Account Reconciliation Amount
L ETERFHEH .

Amount Advanced by World Bank 8.000,000.60 !
e
SER LA
Deduct:

2 FREREREE
Total Amount Recovered by World Bank

ABBRLEARPEREL ST

V1A

| Outstanding Amount Advanced to the Special Account at the End of this Period

8,000,000.00

4 FERFPERLH
Ending Balance of Special Account

470,032.80

J"%”fjﬂ;
Add:

S REANB AT FREE SR T4 5
Amount Claimed but not yet Credited at the End of this Period

kg
R 5

Application No.

6 BEAHBAC THEN R RIERN L4
Amount Withdrawn but not yet Claimed at the End of this Period

TREERIIE (wASASHOET)
Cumulative Service Charges (If not Included in Item 5 or 6)

Deduct:

8. PEBH A (FATFEEFSHH)
Interest Earned (1 Included in Special Account)

17,995.00

O AR ERIKP TAFES SR
Total Advance to the Special Account Accounted for at the End of this Period

452,037.80

— 13—



(&) MEREME
W& WAEHE

1. TUE M

R SRR AR R I THE RS 4 8268-CN, FHE
BHED AR FR— R R R IENFANTRE ., W % 48— F
EmEANKERELSERET R REN RRIENTREHEASER
HLRBETUERFRAR) AE4R IV EEF I ER(UTHMALHET
FARNTMNTIRHFER (LTEHR M IFER). 3 Ta48T
FR(UTHRZEER )3 IR AT L4, ST 2013 £ 7
A228%%, F21345 98 12848, BEXAKE N 2018 4 12 A 31
H. 2018 F 10 fl, £H4{THE, xKBHEH 20204 10H 318, &
IRIKZE 2021 £ 2 F 28 €. E TR A HE N AR T 941,667,520.00 b,
H o RAR TR B R N 80,000,000.00 50 (B AN K EHSEET
45,000,000.00 % 7T, HH T ¥ &K 1500000000 £ 7. NI Q%K
10,000,000.00 % it . = & # & 10,000,000.00 % 71 ), A& AR T
504,000,000.00 7z (A 1 £LAHEART 630 T1HE), BEXALHAR
T 437,667,520.00 75,

2. M wAGEBE

AWM FMEGRBBECE FEAN K EoLLEETHREST
RHEDED2ZE (UTHEEREHER) . ARITFER. THIRER. ©
FHA AR WEUT B M SR k.

3. FELTHRE

3.0 AT H M4 R FIRE R (EREATRETE 2 E Ay
(MBEF (20000 13 5 ) My ER4B 4.

322U MEFERANES, WAIEE 1A 1BE12 4318,
AREFUHEENLTHEEZ 202005 1 A1 HE 202142 F 28 H.

— 14—



3IRUHHLL “WHLAH (FAEREN, FABEEREKE
DK, BUAR T AIDIKAM T,

3.4 B EARBIT22 402 A28 HILE, 1 E£T=ART
6.4713 L.

4. RFFE WA

4.1 JE ¥

20205 1 A1 HE2021 52 A28 ETE XM ART 158,579,977.29
T, RUWELHART 832,507,464.40 74, & it%164 88.41%.

4.2 5 i 4

2021 2 71 28 B R ARBAH AR T 4,402,605.04 7T, th EEH
DR T 4803049148 T, EPERK L EH LTS AR
3,041,723.26 1.

4.3 FAE K R 96
202041 A 1 HRFA 1,544,084.90 7T, ALIRA 1,544,084.90 7,
2021 F-2 A 28 HRBAART 000 T, TEEBY THEFTETMAA

4.4 Bl 2 &
2021 £ 2 F] 28 H R A AR T 4024526229 71, T EE M TH

e B 3% 7.

4.5 T H 3% 5%

2021 52 F] 28 HAH A AR 393,634,593.52 76, 2T HHEER
&,

WETHEETSLAFART 437,667,520.00 55, #% F 2021 42
28 HE[{UBLE R A AR T 393,634,593.52 75, & iH4 85 89.94%.

— 15—



4.6 51 B 153

2021 4F 2 /] 28 HRH AR T 479,221,978.00 1. = ERFEX%TL
RATRA. TH L HNEAM, AHAN 2,229,868.00 X0, RITHEHK
4,936,316.21 % JT..

BZE 2021 2 F 28 B, EiHREH REFTHE 78,989,748.75 % 7T,
& AR BT 98.74%,

4.7 RT3

2021 £ 2 A 28 BB AN AR 4,182,309.17 0, T E R W 4.
FATE & F Rt n s, £ 2FEHHAART 00371, 4
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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 ( YFATS for short ) . The Project
Agreement was signed on July 22, 2013 and came into effect on September 12,
2013. The original 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, extension of reimbursement to February
28,2021. 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
RMB304,000,000.00 yuan at a rate of USDI=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, USID15,000,000.00 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 ) .
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3. Accounting Policies

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

requirements of Accounting Methods Jor the World Bank Financed Project
( Caijizi (20007 No. 13 )

3.2 In accounting practice, the Gregorian calendar year is adopted as the fiscal
year from January 1 to December 3]. The accounting period covered by this
audit was from January 1, 2020 to February 28, 2021.

3.3 The accrual basis and the debit/credit double entry bookkeeping method
are adopted. RMB is used as the recordin g currency of bookkeeping.

3.4 The exchange rate adopted in the financial statements was the exchange
rate on February 28, 2021 of the People’s Bank of China, which was USD 1=
RMB6.4713 yuan.

4. Explanation of Subjects

4.1 Project Expenditures

From January I, 2020 to February 28, 2021, the project expenditure was
RMBI158,579,977.29 vyuan, and the cumulative  expenditures were
RMBR32,507,464.40 yuan, which accounted for 88.41% of the total
investment plan.

4.2 Cash and Bank

On February 28, 2021, the balance was RMB4,402,605.04 yuan with a
decrease of RMB48,030,491.48yuan compared with that of the last year.’
Among them, the funds in the Special Account were converted to
RMB3,041,723.26 yuan.

4.3 Prepaid and Receivables

Its balance on January 1, 2020 was RMBI1,544,084.90 yuan, a decrease of
RMB1,544,084.90 yuan for the current period. The balance on February 28,
2021 was RMBO0.00 yuan, mainly accounting for prepaid engineering funds
and personal travel expenses.
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4.4 Fixed Assets
Its balance on February 28, 2021 was RMB40,245,262.29 yuan, mainly the
fixed assets of GZITTC.

4.5 Project Appropriation Funds

The balance on February 28, 2021 was RMB393,634,593.52 yuan, which was
the counterpart funds of this project.

The total planned counterpart funds of the project were RMB437,667,520.00
yuan, By the end of February 28, 2021, RMB393,634,5963.52 yuan of the
counterpart funds had been allocated, accounted for 89.94% of the plan.

4.6 Project Loan

The balance on February 28, 2021 was RMB479,221,978.00 yuan, which was
the World Bank loan. The project has entered repayment peniod. The current
repayment amount was USD2,229 868.00, and the cumulative repayment was
USD4,936,316.21.

By the end of February 28, 2021, accumulated USD78,989,748.75 of the
World Bank loan had been withdrawn, accounting for 98.74% of the total
amount.

4.7 Payables

The balance on February 28, 2021 was RMB 4,182,309.17yuan, mainly
payable for goods, consulting payable and the other payable of advance
expense. Among them, RMBO0.03 yuan for the PMO, RMB 3,703,362.53 yuan
for GDATSLI, RMB 478,946.61 yuan for YFATS.

4.8 Other Payables

The balance on January 1, 2020 was RMB135,867.91 yuan, a decrease of
135,867.91 yuan for the current period, the balance on February 28, 2021 was
RMB 0.00 yuan, mainly the personal income tax.

4.9 Retained Earnings
The balance on February 28, 2021 was RMB116,451.04 yuan, mainly interest
earnings in the GDFD’s Special Account.
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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 2020 was
USD6,756,421.06 and the reimbursement in this period was
USDI12,361,477.89. The interest earned was USD2,801.57 and the
disbursement in this period was USD18,650,667.72 (including the repayment
amount USD2,229,868.00 in this period ) . Thus, the ending balance was
USD470,032.80( including the interest earnings of USD17,995.00 ), equivalent
to RMB3,041,723.26 yuan. The remaining Prepaid of USD452,037.80 in the
Special Account was returned to the World Bank on March 1, 2021.

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 RMBI1,360,881.78 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 RMBI1,133,275.69yuan. 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 RMB227,539.22yuan. 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 RMRB
as currency Unit, and the balance was RMB 0.00 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 RMB66.87 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
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of Summary of Sources and Uses of Funds by Project Component I 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 11.

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 INo. 13 ). Assets of RMB40,245,262.29 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 Jmplementation of Loan
Agreement was RMB511,166,361.09 yuan, the ending balance of the foreign
loan account in the Balance Sheet was RMB479,221,978.00 yuan, the
difference was RMB31,944,383.09 yuan, which was caused by the repayment
of loan by the accumulated amount of USD4,936,316.21.
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HI. 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 audit results showed that this project
had positive influences in promoting Guangdong Social Security Integration
and the Rural Worker Training in Guangdong Province. The implementation
of sub-project of Guangdong Social Security Integration had basically covered
the whole province, and comprehensively coordinated various information
service resources of Guangdong Human Resources and Social Security,
gathered provincial data resources, and the Guangdong Intelligent Human
Resources and Social Security Center had been built, which connected
systems such as social insurance, employment and entrepreneurship, work
supervision, examination command control, and office halls, etc. The 3
schools responsible for implementation of sub-project of the Rural Worker
Training had successfully accomplished the training and skill appraisal target
tasks. The completion report pointed out that during the construction period,
38,967 trainees and 21,957 employees were trained. The average passing rate
of short-term training skills appraisal was 84.45%. the average employment
rate of students within 6 months after graduation was 94.58%. The above
conditions were higher than the target task requirements. However, the
following issues were still found in this project.

Issues on project management

1. The period of the guarantee for performance bond was shorter than the
stipulated period in some contracts.

The PMO used the World Bank loan to implement the MIS-G-2019-1 Basic
Equipment Procurement (Package 3) and the MIS-G-2020-2 Security

— 26 -



Equipment and Supporting Sofiware Procurement (Package 3). These two
procurement projects had been accomplished and completed acceptance
procedures in October 2020. However, the period of the guarantee for
performance bond issued by the winning bidder was 10 months shorter than
that period stipulated in the procurement contract. Thus, parts of the
performance bond related to these two contracts were not guaranteed of the
PMO, respectively involving RMB1,297,86].80 yuan and RMB338,375.70

yuan.

The above practice did not comply with the provision of the above two
contracts, which stipulates that the amount of the performance bond guarantee
1s 10% of the contract price, and the warranty period is 36 months (The project
shall be calculated from the date of project acceptance). The date of refund of
the performance bond is: ... within 30 days after the completion of the
third-year warranty , the buyer shall refund the remaining 20% of the
performance bond.

After the audit pointed out, the PMO had completed the rectification, and the
company winming the bid has re-issued the letters of guarantee for
performance bond according to the requirements of the PMO. We suggested
that your office should strengthen the management of contract performance,
effectively protect the contract rights, and require the winning bidder to apply
for the performance bond guarantee in accordance with the contracts. The
PMO accepted the suggestion.

2. The accounting was inaccurate.

(1) The GDATSLI library and student dormitory had been completed and
accepted. While GDATSLI failed to timely write off the accumulative debit
account of RMB 336,133.77 yuan that had been included into the Project
Fund Prepaid in previous years, and the corresponding amount of Project
Fund Payable in credit account also failed to be written off in time. When
paying the project retention fund, it failed to correctly write off RMB
6,279,831.28 from the credit account of Project Fund Payable and wrongly
included the corresponding amount into the debit account of Project
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Investment in Construction and Installation.

(2}  YFATS did not confirm the project progress payment on the accrual basis,
but on the cash basis, which led to an understatement of the debit balance of
Project Investment in Construction and Installation account and the credit
balance of Project Fund Payable account, involving RMB347,569.87 yuan.

After the audit pointed out, the above project implementation entities had
adjusted the correspondent accounts. We suggested that your office should
instruct all of the project entities to strictly implement the provisions of
Accounting Methods of the World Bank Loan Projects. The PMO accepted the
suggestion.

3. The management of some assets was no standardized.

During the spot check, it was found that a high-end database server purchased
by the PMO with the World Bank Loan was without an asset tag, involving
RMB6,429,700.00 yuan. The actual storage location of a threat-monitoring
system differed from the location specified in the asset list, involving
RMB431,999.00 yuan.

After the audit pointed out, the PMO had completed the rectification. We
suggested that your office should improve daily management of fixed assets.
The PMO accepted the suggestion.

The Followed-up of previous recommendations

Among the problems disclosed in the audit report of the previous year, the
annual implementation progress of the project was slow, and the accounting
was inaccurate and asset management was no standardized the above 2
problems had been rectified. But there was still one problem had not
completed the rectification, which mentioned that YFATS did not examine and
verify the application documents of the construction-project settlement. The
construction entity filed a civil action with YFATS on the price settlement of
the contract of the construction for a new teaching buiiding, a comprehensive
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building and a gymnasium, and the court opened in early July 2020. As of the
end of April 2021, the lawsuit was pending and the settlement matters had not
been completed. According to YFATS records, from June 2020 to January
2021, professional subcontracting teams visited the school for 6 times all
together to ask for a total number of 11 payments of the engineering and
material fees, involving the total amount of RMB4,503,470.20 yuan,

We suggested that your office should urge the YFATS to properly handle the
pending litigation and take effective measures to implement the unsolved
problems, such as the settlement of the above construction project. The PMO
accepted the suggestion.
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