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FINANCIAL ANALYSIS  
 
A. Background 
 
1. The proposed Guizhou Gui’an New District New Urbanization Smart Transport System 
Development Project aims to assist Gui’an in developing innovative green transport solutions and 
mitigating negative environmental impacts by providing high-level technology in intelligent 
transport systems (ITSs).The project will be composed of the following outputs: (i) an ITS 
designed and installed, (ii) sustainable transport infrastructure built, and (iii) smart transport 
capacity strengthened. The project will be executed for five years under a six-year implementation 
period, commencing in 2020 and completing in 2025. According to Asian Development Bank 
(ADB) guidelines,1 a financial analysis was conducted for the project and the summary of the 
analysis is presented below. 
 
B. Financial Status and Sustainability of the Borrower 
 
2. General socioeconomic development. Gui’an will be the final borrower of the ADB loan. 
According to the People’s Republic of China (PRC) regulations, the Government of Gui’an New 
District (GGAND) will have to take full responsibility for borrowing and paying back the loan. 
Gui’an was established in 2014 and has experienced significant socioeconomic growth since then, 
with its gross domestic product increasing about threefold from 2014 to 2017. Fiscal revenue 
increased at a faster pace, averaging about 64% per year in the last 3 years (2015–2017). Among 
the fiscal revenues, the ordinary budgetary revenue (mainly tax revenue) comprised of about 22% 
of the total local fiscal revenue.1 The major portion of the fiscal revenue was from land sales, at 
about 76% of total local fiscal revenue. Meanwhile, a large amount of fiscal subsidies was 
reallocated to Gui’an from the provincial and central governments. Such fiscal revenue has 
effectively supported the fast socioeconomic development, especially transport infrastructure. 
Since its inception, Gui’an’s economy has grown steadily. In 2017, its total gross domestic product 
(GDP) reached CNY17 billion, an increase of 32.8% over 2016, composed of 3.6% 
primary industry, 61.8% secondary industry, and 34.6% tertiary industry.  
  
3. Counterpart fund requirements and availability. According to the latest estimates,  
the total project cost will be €435 million, of which GGAND will provide €260 million as counterpart 
funds. The project team made projections of the annual fiscal revenues and the project fund 
availability. Fiscal expenditures for transport, others, and land development were considered 
potential fund sources of the counterpart funds for the project. The projections also assumed that 
the fiscal revenue and expenditure would increase by an average of 25% per year and the 
potential fund sources would rise by 20% per year during the implementation period (slightly lower 
than in the 13th five-year plan).2 
 
4. The results (Table 1) revealed that (i) the total counterpart fund requirements would 
require a small share of the fiscal revenues—about 1.3% of total local fiscal revenue and 1.1% of 

                                                
1  ADB. 2005. Financial Management and Analysis of Projects. Manila; and ADB. 2009. Financial Due Diligence: A 

Methodology Note. Manila. 
1  In the PRC, the tax collected in an area is split between the central and local governments. The tax that goes to the 

local government is part of the local government fiscal revenue, which local governments can control. The tax that 
goes to the central government is part of the central government revenue, which is reallocated to local governments 
as a fiscal subsidy. 

2  Government of the PRC. 2015. The 13th Five-Year Plan for Economic and Social Development of the People’s 
Republic of China, 2016–2020. Beijing. 
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total fiscal expenditure in 5 years; and (ii) the total counterpart fund requirements would require 
2.1% of the total related fund sources, but 5.4% in 2019 (mainly for land cost and project design) 
and 4.0% in 2020 (first full implementation year). The counterpart fund requirements generally 
should not put too much pressure on the fiscal allocations during the project implementation 
period. However, providing the project counterpart funds in a timely manner would involve some 
uncertainty and risk, which GGAND needs to consider and mitigate. 

 

Table 1: Historical and Forecast Fiscal Expenditure of the 
Government of Gui’an New District  

(CNY million) 

 Items 2016 2017 2019 2020 2021 2022 2023 2024 Total 

Total fiscal revenue 7,195 10,18
1 

15,90
7 

19,88
4 

24,85
5 

31,06
8 

38,836 48,54
4 

196,47
0 Total local fiscal revenue 5,587 8,796 13,74

4 
17,18

0 
21,47

5 
26,84

3 
33,554 41,94

3 
169,12

2 Total fiscal expenditure 6,535 10,22
2 

15,97
2 

19,96
5 

24,95
6 

31,19
5 

38,993 48,74
2 

196,58
0    to related sectors 4,197 6,056 9,669 11,60

2 
13,92

3 
16,70

7 
20,049 24,05

9 
106,26

2 Total project cost   518 731 871 721 334 187 3,362 

Counterpart funds 
requirements 

  518 470 470 287 133 127 2,005 
   in total local fiscal 
revenue 

  3.8% 2.7% 2.2% 1.1% 0.4% 0.3% 1.3% 

   in total fiscal expenditure   3.2% 2.4% 1.9% 0.9% 0.3% 0.3% 1.1% 
   in fiscal expenditure to 
related funds 

  5.4% 4.1% 3.4% 1.7% 0.7% 0.5% 2.1% 

Notes:  
1. The related sectors are for transport, others, and land development. 
2. Data for 2018 are not available. 
Source: Asian Development Bank estimates.  

 
5. Government debt. GGAND has used many commercial loans to finance its rapid 
infrastructure development. According to the data provided by the Financial Bureau, the 
government debt balance was CNY71,145 million at the end of 2017.3 Such a debt level is very 
significant, and GGAND’s debt repayment requirements and plans are not clear. In line with the 
central government’s regulation on strengthening local government debt management, the local 
government debt level has a declining trend. The analysis assumed that the debt balance would 
reduce by 5% each year during 2018–2024 and reach CNY49,683 million in 2024. It also assumed 
that debt repayments would be about 10% of the debt balance each year during 2025–2030. In 
addition, the debt repayment of the ADB loan (annual equal amount of repayment on the principal 
for 20 years), total loan repayments will be about CNY4,587 million in 2025, falling to 
CNY2,744 million in 2030. Debt repayment will absorb 3%–10% of the local government’s fiscal 
revenue in the same period. The repayment of the ADB loan (principal and interest) will occupy a 
very small share of the total debt. 
 
6. Risks and mitigation measures. Project implementation will still face notable uncertainty 
and risks, mainly regarding (i) delayed counterpart financing, (ii) delayed provision of government 
subsidies for operating the bus hubs and electric buses, and (iii) the ability to pay back the ADB loan. 
These risks were communicated to the GGAND is expected to enhance its economic development 
efforts to ensure an adequate fiscal revenue and fund sources. GGAND also needs to control the 
scale of government debt and make practical plans for debt management and servicing. GGAND 
should include project counterpart fund requirements in the annual government expenditure budget. 
National and provincial governments also need to supervise project implementation closely and 
provide the necessary support. 
  

                                                
3  The government debt includes the debt generated by the government investment platforms. 
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C. Financial Evaluation of the Revenue-Earning Components 
 
7. Most of the project components and subcomponents are not revenue-generating, except 
the electric vehicle charging station, bus hub stations, and electric bus operation subcomponents, 
which will generate some revenue during operations. Following ADB guidelines, 4  a financial 
evaluation needs to be carried out to assess the financial viability of the project’s revenue-earning 
subcomponents. 
  
8. Project capital cost and financing plan. According to the latest feasibility study reports, 
the project will be financed by an ADB loan of €175 million (40% of the total project cost) and 
government funds of €260 million (60%). The weighted average cost of capital was calculated at 
2.94%. The project is planned to be executed over a five-year period in a six-year implementation 
period, excluding project preparation in 2019. Table 2 shows the annual investment plan for the 
project’s revenue-earning components, which are the full financial costs covering the base cost, 
the land acquisition cost, consulting service and project management costs, contingencies, and 
financial charges.  

 
Table 2: Annual Financial Investment Costs  

(CNY million) 

Item 2019 2020 2021 2022 2023 2024 Total 

Charging stations 85.84 33.66 68.05 91.71 34.39 22.93 336.58 

Bus hub stations 355.48 72.82 72.82 42.57 28.38 14.19 586.26 

Electric buses - 65.60 65.60 65.60 65.60 - 262.40 

Source: Feasibility study reports. 

 
9. Tentative operational arrangements and demand forecast. Tentatively, the New 
Energy Asset Management Co. Ltd. (NEAMC) will implement and operate the charging stations 
under the project. NEAMC, a state-owned enterprise under the Industrial Investment Company, 
was established in 2017 and is responsible for the construction and operation of all electric vehicle 
charging stations and piles in Gui’an district. A total of 21 charging stations with 611 charging 
piles will be constructed under the project. The charging piles will have installed capacities of 
120 kilowatts (kW) and 180 kW, and the total installed capacity will be about 79,320 kW. On 
completion, NEAMC will operate these charging stations and piles. The charging piles are 
expected to start partial operations in 2021. The use of the charging stations was estimated at 
30% of total capacity in 2023 and 40% in 2024, increasing 10% each year to reach 97% of 
capacity in 2031.5 
 
10. Gui’an only has a few public bus routes, operated by Guiyang Public Bus Company. A 
new Gui’an Public Bus Company, also a state-owned enterprise, will be established in the next 
couple years.6 Under the project, six main bus hub stations will be constructed and 200 electric 
buses will be purchased. On completion, Gui’an Public Bus Company will likely operate all these 
bus hub stations and the electric buses procured under the project. About 48 bus platforms were 
designed for all six bus hub stations, with about 192 bus trips per day in 2023 and 480 bus trips 
per day in 2024 (number of buses dispatched). Bus trips would then increase 10% per year before 
2030 and 5% per year thereafter. For the electric buses purchased under the project, the main 
assumptions include a 60% utilization rate (bus in service); four round trips per bus per day, with 

                                                
4 ADB. 2002. Guidelines for the Financial Governance and Management of Investment Projects Financed by the Asian 

Development Bank. Manila; and ADB. 2005. Financial Management and Analysis of Projects. Manila. 
5 The maximum utilization rate was assumed as 80% of the installed capacity. 
6 Gui’an Culture and Tourism Investment Company is the administrator of public transport construction and operations 

in Gui’an, and will implement part of the sustainable transport infrastructure (construction of bus hubs and 
procurement of electric buses) under the project. 

https://www.adb.org/sites/default/files/institutional-document/32563/files/guidelines-financial.pdf
https://www.adb.org/sites/default/files/institutional-document/32563/files/guidelines-financial.pdf
https://www.adb.org/sites/default/files/institutional-document/31339/financial-governance-management.pdf
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a 5% annual increase before 2025 and a 3% annual increase thereafter; and an average 
passenger load of 15 persons per bus before 2025 and 20 persons thereafter. 
 
11. Operation and maintenance costs. Based on discussions with related implementation 
agencies, potential operators, and the feasibility study report consultants, the operation and 
maintenance (O&M) costs of the revenue-earning subcomponents were as follows: 

(i) Charging stations. The cost of operations was estimated at CNY0.60 per kilowatt-
hour (kWh) for electricity consumed and CNY0.20 per kWh for other costs 
(e.g., staff salary, management, and utilities). The routine maintenance cost per 
year was estimated at 5% of the capital cost, with a 3% annual increase, mainly 
for repairing the charging piles and replacing parts. No periodic maintenance was 
considered during the lifetime (10 years). 

(ii) Bus hub stations. The annual cost of operations was estimated at CNY2.0 million 
per hub, with a 5% annual increase before 2030 and 3% increase thereafter. The 
routine maintenance cost per year was estimated at 1% of the capital cost, with a 
3% annual increase. The periodic maintenance cost (every 5 years) was estimated 
at 5% of the capital cost. 

(iii) Bus operation. The staff cost was estimated at CNY213,600 per bus per year  
(two staff with an average CNY8,900 per month) plus a 10% overhead. The 
electricity charging cost was estimated CNY1.00 per kWh, at 200 kilometers per 
charge. Insurance was estimated at CNY6,000 per bus per year. The routine 
maintenance cost per year was estimated at CNY5,000 per bus, with a 3% annual 
increase. Periodic maintenance (every 4 years) was estimated to cost 
CNY30,000 per bus (tire replacement and periodic maintenance).7 

 
12. Tariffs and revenues. Existing tariffs and industry assumptions were applied to estimate 
the operating revenues.  

(i) Charging stations. A tariff of CNY1.00 per kWh was applied for vehicle charging; 
and 1% of the charging revenue was added for other revenue from the store, 
garage, washing, and other services at the charging stations. 

(ii) Bus hub stations. A charge of CNY1,000 per bus per month will be collected from 
buses using the bus hub stations, increasing 10% per year before 2030 and 5% 
thereafter, in line with the traffic increase. Each bus parked at the stations 
overnight will be charged CNY30. Some 5% of the ticket revenue will be allocated 
to the bus stations, while 10% of the above revenue was added for revenue from 
the store, garage, washing, and other services provided at the bus stations.  

(iii) Bus operations. An average ticket price of CNY4.10 per passenger was 
considered, with a 20% discount for students and senior citizens. About 1% of the 
buses will be rented out for special services at CNY2,000 per bus per day. 
Advertising on the buses was estimated at CNY10,000 per bus per year.  

 
13. A value-added tax rate of 16% was applied for the charging stations and an average 
corporate tax rate of 3.3% was applied for the bus hub station operations. No tax was considered 
for the electric bus operations. Because of the low tariffs, the operations of the bus hub stations 
and electric buses need substantial government subsidies.   
 
14. Financial internal rates of return. Based on the assumptions and estimates above, 
financial internal rates of return (FIRRs) were calculated separately for each of the revenue-
earning subcomponents. The calculation covered the following period of construction and 

                                                
7 The cost for replacing batteries is included in the capital cost. 
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operations: 14 years for the charging stations, 25 years for the main bus stations, and 15 years for 
the electric buses. The residual values were considered at 10% of the capital cost for the charging 
stations and 50% for the bus hub stations. No residual value was considered for the electric buses. 
The evaluation results showed that the charging stations would be financially viable, with an FIRR 
of 11.10% before tax and 8.40% after tax, which is much higher than the weighted average cost of 
capital of the project (2.94%). The high FIRR is mainly caused by the high charging station price. 
Meanwhile, the bus hub stations and electric bus subcomponents would not be financially viable, 
with significant financial deficits. The average working ratio (operating cost vs. operating revenue) 
was 1.63 for the bus hub stations and 1.18 for the electric buses in the first 10 years of operation. 
Therefore, government subsidies would be needed to balance the O&M costs.  
 
15. Sensitivity analysis. A sensitivity analysis carried out for the charging stations showed 
that the FIRR was very sensitive to changes in the revenue level and O&M cost. For a 5% increase 
in costs, combined with a 5% decrease in revenue, the FIRR would become  
–0.8% before tax and –2.7% after tax. Hence, the government needs to pay attention to 
establishing a suitable tariff and improving the operating efficiency. 
 

Table 3: Sensitivity Test of the Charging Stations   
(CNY million) 

  Increase/ 
Decrease by 

FIRR Net Present Value 

Case before tax after tax before tax after tax 

Base Case   11.1% 8.4%       217.1        136.7  

    Capital cost 10% 9.6% 7.0%       188.6        108.1  

 (10%) 12.9% 10.0%       245.7        165.2  

    O&M cost 10% 1.0% (1.0%)        (41.4)         (80.5)  

 (10%) 18.5% 15.3%       475.6        353.8  

    Revenue level 10% 19.8% 16.5%       525.9        396.1  

 (10%) (1.6%) (3.4%)        (91.7)       (122.7)  

    Combination of cost and revenue 5%, (5%) (0.8%) (2.7%)        (80.8)       (115.9)  

  10%, (10%) (27.5%) (26.0%)      (378.8)       (368.5)  

Switching point         
    Capital cost 76.0% 2.94%     
    O&M cost 8.4% 2.94%     
    Revenue/Utilization (7.1%) 2.94%       

( ) = negative, FIRR = financial internal rate of return, O&M = operation and maintenance. 
Source: Asian Development Bank estimates. 

  
16. Financial sustainability and full cost recovery. Without government subsidies, the 
operation of the bus hub stations and electric buses would not be financially viable. This is 
common for urban public transport in the PRC, where substantial government subsidies are 
needed for the O&M and major rehabilitation of such public transport infrastructure. For 
maintaining the operations, the government subsidy requirements in the first 10 years of operation 
was projected to be about CNY6.3 million per year for the bus hub stations and CNY6.8 million 
for the electric bus operations. For full cost recovery of the project, the government subsidies or 
increased revenues were estimated at CNY28 million in 2024, with a 3% annual increase for the 
bus hub stations and CNY21 million with a 3% annual increase for the electric bus operations. To 
make the bus stations financially self-sufficient, tariffs need to be increased substantially, the 
operating efficiency should be improved, and special government policy support needs to be 
applied to allow the bus stations to explore other revenues. The working efficiency of the bus 
operations also needs to be improved.  


