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Extension of Southern Thu Dau Mot Water Supply Project, capacity 45.000 m3fday
|oan Agreement No. 2861 - VIE

REPORT OF THE PROJECT MANAGEMENT UNIT

The Management Unit of Southern Thu Dau Mot Water Supply Project of Binh Duong Watef-
Environment Joint Stock Company presents this report and the Financial Statements of the Extension
of Southern Thu Dau Mot Water Supply Project, capacity 45,000 m3/day ("The Froject”) for the period
from 19 August 2013 to 31 December 2016.

The Project

The Extension of Southern Thu Dau Mot Water Supply Project, capacity 45.000 m3iday Is
implemented under the Loan Agreement No. 20681 — VIE dated 23 May 2013 ("the Agreement’)
betwaen the Government of the Socialist Republic of Vietnam and the Aslan Development Bank,

The Project Management Unit

Members of the Project Management Unit in the period and to the reporiing date are:

Mr. Vo Van Long Directar {Appointed on 27 May 2017)
Mr. Duong Hoal Ly Acting Dirgctor (Reslghed on 27 May 2017)

Mr. Duong Hoai Ly Deputy Director {(Appointed on 27 May 2017)
Ms. Nguyen Thi Thu Van Deputy Director (Appointed on 10 Ocicber 2016)
Ms. Vo Thi Thanh Ha Chief Accountant {(Appointed on 10 October 2016)
Auditors

The auditors of AASC Limited have taken the audit of financial statements of the Project.
Responsibilities of the Project Management Unit

The Project Management Unit is respeonsible for preparing the project financial statements, including
Statement of Financial Position, Statement of Receipts and Disbursements, Statement of Imprest
Account and Statsment of Withdrawals, which comply with the accounting paolicies described in the
attached Motes fo the Financial Statements. The Project Management Unit assures that the
accounting policies are appropriately selected and consistantly applied.

The Project Managerment Unit assures that the aceounting records were fully maintained to prepare
the financial statements in accordance with the spplied accounting policies and to disclose, with
rezsohable accuracy at any time, the financial position of the Project.

The Project Managerment Unit is also responsible for maintaining an effective internal control as
management determings necessary to enable the preparation of financial statements thal are free
from matzrial misstatement, whether due to fraud or error, and comply with relevant laws, regulations
and other provisions of the funding agreement that could have e direct and material financial effect an
the Project financial statements.

- .Drbighalf of the Project Management Unit.. e~

¥ L

Binh Duong, 28 June 2017

(ol ]



$.aasc

siricn [

No.: 1783/2017/BCKT TC-AASC.KT1

INDEPEMDENT AUDITORS' REPORT ON THE FINANCIAL STATEMENTS
To: The Management Unit of Southern Thu Dau Mot Water Supply Froject
Dpinian

We have audited the financial statements of the Extension of Southem Thu Crau Mot Yvater Supply
Project, capacity 45,000 m3iday ('the Project”) which comprise Staternent of Financial Position as al
31 Decermber 2016, Statemnent of Receipts and Disbursements, Statement of Imprast Account,
Statement of Withdrawals for the period from 12 August 2013 to 31 December 2018, and Notes to the
Financial Statements, Including 2 summary of significant accounting policies.

In our gpinion:

p  Theaccompanying financial statements give a true and fair view of the financial position of the
Project, including the balance of the Imprest Account as at 31 December 2016, funds received
and disbursements paid, movements of the Imprast Account for the period from 19 August 2013
to 31 Decernber 2016 in accordance with the basis of the principal accounting policies described
in the Notes to the Financial Statements and the provisions of the Loan Agreement No. 2961 —
VIE dated 23 May 2013,

In addition, with respect to Staternents of Expenditure, adsquate supporting documents have
been fully maintained to support to the replenishment requests submitted to the Asian
Development Bank. The expenditures are eligible and in right purposes of the Loan Agreement
MNo. 2061 — VIE dated 23 May 2013.

Basis of Cpinion

We conducted our audit in accordance with Intemational Standards on Auditing (1SAs"), Our
respansibilities under those standards are further described in the Auditors’ Respaonsibilities for the
Audit of the Financial Statements section of our report. We are Independent of Project Management
Uinit in sceardance with the international Ethics Standards Board for Accountants' Code of Ethics for
Professional Accountants ("IESBA Code"), and we have fulfilled our other ethical responsibilities in
accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Responsibilities of Management for the Financial Statements

The Project Management Unil is responsible for the preparation and fair presentation of the financial
staternents in accordance with the principal accounting policies described in Notes fo the Financial
Statements, and for such internal control as management determines s necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
ermar.

In preparing the financial statements, management is responsible for assessing the Project's ability
te continue as a going concermn, disclosing, as applicable, mattars relating to going concem and using
the going concern basis of accounting unless management either intends to cease operations, or
has no realistic alternative butto do so.
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Auditor's Responsibilities for the Audit of the Financial Statements

S abjestivesare to-obtain-reasonable-sssurance aboutwhether the finsncist statemensas awhols—
are free from materal rmisstatermnent, whether due to fraud or error, and to issue an auditor's report
that inciudes our opinion. Reasconabie assurance (s a high level of assurance, but is not a guaraniee
that an audit conducted in accardance with 1SAs will always detect a material misstatement when it
exists. Misstaterments can arise from fraud or emor and are considered matenial if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users laken
an the basis of these financial statemeants,

Az part of an audit in accordance with 15As, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

-

Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intenticnal cmissions, misrepresentations, orthe override
of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circurnstances, but not for the purpose of expressing an
opinion an the effectiveness of the Project's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of aceouniing
estimates and related disclosures made by management,

Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obiained, whether a material uncertainty exists related o
evenls or conditions that may cast significant doubt on the Project's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required 1o draw attention in
our auditors' report to the related disclosures financial statements or, if such disclosures are
Inadequate, to modify our opinion. Cur conclusions are based on the audit evidence obtained up
to the date of our auditers’ report. However, future events or conditions may cause the Project
to cease to continue as a going concern.

Ewaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achisves fair presentation.

We communicate with the Project Management Unit, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit

AASC Limited
A
P
.-"';"' " CONE
I _.'. .-':':.::.!I'-iilr:-‘.' INTET ,%
[l. | HANGxiEy To b
\e\ AASC /]
b Da/Manh Cuong Mguyen Thi Thanh Ha
%, Beputy General Director Auditor in-charge
“==—=="CPA Registered No.. CPA Registered No.,
07 44-2013-002-1 2888-2015-002-1

Hanai, 28 June 2047




Extension of Southern Thu Dau Mot Water Supply
Project, capacity 45,000 m3/day
Loan Agreement No. 2861 —VIE

Financial Statements
Peripd from 19 August 2013 ta 31 December 2016

STATENMENT OF FINANCIAL POSITION

As-at-31-December-2016 5
Nate 3111212016
VD |
CURRENT ASSETS 56,871,630,858
I
|
Cash on hand 2,094,926
Cash at bank 03 56,869 535 8432
MOMN-CURRENT ASSETS 311,259,488, 445
Froject Implementiation Expenditures o7 311,250 4588 445
TOTAL ASSETS 368,131,118,303
CURRENT LIABILITIES 46,289,831,111 Sy
Payables to contractors D& 46,200,525,283 1
Other payables 80 305828 il :.u.'_.
[an
FUNDS 321,841,288,192 ©
. _ e
Projsct Implaetnentation Funds 318 877.809,797 — .
- The Asian Development Banlk 04 282 478345 682 |
- Bintr Duohg Provitice State budget 36,398,464, 105 Z
Foreign exchange differences 05 2,963,478, 395
|

TOTAL RESDURCES

368,131,118,303
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Extension of Southern Thu Dau Mot Water Supply
Project, capacity 45,000 m3/day Financial Statements
Loan Agreement No. 2961 —VIE Period from 18 August 2013 to 31 December 2016

STATEMENT OF IMPREST ACCOUNT

For the period! from 19 August 2013 to 31 December 2016
Aceount Mo; 17 7020000004371 )
Bank: \fistnam Joint Stock Commercial Bank for Industry and Trade — Binfi Duong Branch
Address Mo. 330 Binh Duong avenue, Thu Dau Mot city, Binh Duonyg province
Agreement Mo.! 2861-VIE
Mote Uso
PART A: ACTIVITIES
Opening balance -
Edd: Total smounts deposited by the ADB 8.631,254.71
Deduct; Total amounts withdrawn (6,186,202.57)
Closing balance 2,445 052,14
PART B: RECONCILIATION
1. Amount advanced by the ADB 3,436,068 45
2. Add: amount supplemented by the ADB -
4. Present cutstanding amount advanced to 3,435 066.45
4. Closing balance of the Imprest Agcount 2445 052,14
5. Add: Amounts withdrawn but not yet claimed (i) B81,014.31
6. Total advances accounted for 3,436,066.45
Mota:
(i) This amount was claimed at Withdrawal application No. BDOOT on 11 April 2017, as follows:
ush
Civil works 772,031,589
Consulting senices 218,882.72
981,0%4.31
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Extension of Southern Thu Dau Mot Water Supply

Project, capacity 45,000 m3/day Financlal Statements
Loan Agreement No. 2861 = VIE Period from 18 August 2013 to 31 December 2016

NOTES TO THE FINANCIAL STATEMENTS
Barivd from-+5-Auguat 201 e 21 Davember 2014

1. - Background

The Extension of Ssuthern Thu Dau Mot Water Supply Projest, capacity 45,000 m3fday (“the Project’)
is a sub-project of the Viet Nam Water Sector Investment Program — Project 2 ("the Program”)
implemented under the Loan Agreement No. 2861 - VIE dated 23 May 2013 (“the Agreement")
between the Government of the Socialist Republic of Vistnam and the Asian Developmeant Bank.

Total budget of the Loan under the Agreement is USD 212,000,000 for 15 projects in 12 provinces, of
which USD 207,000,000 |s for 6 projects in Hai Phong. Quang Tri, Thua Thien Hue, Da Nang, Dak Lak
snd Binh Dueng which are provinces with the best preparation and USD 5,000,000 for the remaining
8 projects. Binh Duong \Watsr-Envirenment Joint Stock Compary is entitied to borrow USD 38,800,000
to implement the Project

The objactive of the Investment Program is: the susiainable provision of safewater in Viet Nam through
improvement in the efficiency of Vistnamese water utilities. In which, the initial objectives of the project
are: (i) constructing a water intake, pumping station and an approximately 5 km D1,200 pipeline from
the intake; (1i) constructing a \WTP 45,000 m3iday including treated water storage reservoir 15,000 ma,
pumping station, chemical house, and sludge drying beds, (lii) constructing approximately 179 km of
transmission and distribution main; and instaliing 30,000 household connections in Oj An town and
Thuan An town. Binh Duong Water-Environmerit Joint Stack Company has décided to use the
company's fund to ((i) construct a watsr intake, pumping station and an apprexdimately S km D1,200
pipeling from the intake; (i) canstruct a WTP 45,000 m3iday including treated wwater storage reservoir
15 000 m3, pumping station, chemical house, and sludge drying beds. Accordingly, the initial scope of
the project has been adjusted, additional works can be made by loan including: (i) constructing
approximately 493 km instead of 179 km of ramemission and distribution main; and installing 30.000
household connections In i An town and Thuan An town {unchanged).

The Project officially came into operation on 18 August 2013 and is expected to closs on 30 June
2020.

The Project is managed by the Management Unit of Southern Thu Dau Mot Water Supply Project of
Bint Duong Water-Environment Joint Stock Cormpany, and its office is located at No, 11 NgaVan Tn,
Phu Loi ward, Thu Dau Mot gity, Binh Ducng province. 3y |

2. Principal Accounting Policies )

a. Basis of preparation of the financial statements rafN.J

The annual accounting period commenced from 1% January to 319 December. The first accounting :'_l'.;' e

period commenced from 19 August 2013 to 31 December 20186.

The financial statements are prepared in accordarnice with the requirements of the Asian Development
Bank and presented in Vietnam Dong (VND), excepl for Statements of Imprest Account and Statement
of Withdrawals which are prepared in United State Dellar (USD) and Yietnam Dong (VND}.

The Project Management Unit is applying Circular 195/2012/TT-BTC dated 15 November 2012 for
accounting, Staternent of Receipts and Disbursements is prepared on the cash basis. Other financial
statemnents are prepared In accordance with the principal accounting policies are summarized as
below.

b. Foreign currencles
Funds received from the Asian Development Bank in foreign currency are translated into VND under

buying exchange rate of Vietnam Joint Stock Commercial Bank for Industry and Trade on dates of
remittance made into Imprest Account or direct payment made to contractors.

10



Extension of Southern Thu Dau Mot Water Supply
Project, capacity 45,000 m3/day Financial Statements
Laan Agreement Mo, 29681 —VIE Period from 19 August 2013 to 31 December 2016

Transachions in foreign currencies are translated to VND under the actual exchange raie of Wietnam Joint

WW&HWWJWM items denorminated

in foreign currencies are revalued annually at the actual exchange rate (buying exchange rate with assets
! selling exchange rate with liabllities) of Vietnam Joint Stock Commercial Bank for Industry and Trade at
balancs sheet date. All exchange difierences from these transactions are recorded into *Foreign
excharge differences” account and presentsd as ‘Foreign exchange differences’ on Staternent of
Financial Position.

¢. Fundsand Expenditures

Funds:

Funds received from the Asian Development Bank are recorded when direct payments are made
fram ADB to contractors/suppliers or remitiance are made into Imprest Account. OF which,
capitalization of interest charges and commitment feas are recognized upon announcement by the
ADB (twice per year),

- Counterpart furids of the Binh Duong province State budget are recorded when payments are made
directly to contractors/suppliers of the Project or funds remitted to the Management Unit of Southern
Thu Dau Mot Water Supply Project of Binh Duong Water-Environment Jaint Stock Company for
settlement of project's activities!

Expenditures:
- The Project expenditures ars recarded when they are actually incurred.
d. Imprest Account and its interest

Imprest Accaunt s the deposit account in USD opened at Vietnam Joint Siock Commercial Bank for
industry and Trade for the Projects activifies. Payments made via Imprest Account are for eligible
expenditures of the Project in accordance with provisions of the Loan Agreement No. 2961 - VIE dated
23 May 2013.

Interests of the imprest Account are congidered as receipts of Binh Dugong Water-Environment Joint
Stock Company and Initially recorded as Other payables in Statement of Finaricial Position and used
to cover bank charges, At the end of the Project, outstanding interests will be retumed to the Binh
Duaong Water-Environment Joint Stock Company, In case bank charges are not fully covered by the
interests, the Project Management Unit will plan to settle by the Counterpart funds (according to
Circular No. 218/2013/TT-BTC dated 31 Decarmber 2013 and the replacing Circular No.111/2016/TT-,
BTC dated 30 June 2076 which comes into force from 01 November 20165, h

3. Cash at bank .lf
3112i2018 /7 "
VNP
limprest Accourt (USD) 55,507,134,009 | 111
Interest of Imprest Account {USD) 3,305,828
Current Account (VND} 1,339,006,005 .
56,869,535,832

1



Extension of Southern Thu Dau Mot Water Supply
Project, capacity 45,000 m3/day

Loan Agreement Mo, 2961 —VIE

Financial Statements

Period from 19 August 2013 to 31 December 2016

4. Funds received from the Asian Development Bank
Incurred and accumulated to 31/12/2016
Ush Equivalent to WVND |
Imprest accaunt 8,631,254.71 181,027,688,298
Advance 3,436,252 33 74,675 938,271 I
Replerishment 5, 195,002.38 116,151, 750,028 5
Direct payments - 90,363, 707.600
WD - 80, 363,707 600
Capitslization of interest charges and commitment fees 51,.427.60 1,087,9458,733 |
282,479,345,692 |
§. Foreign sxchange differences .
31/12/2016 |
VND |
Foreign exchange differences due to payment 1,857 541,534 ,
! Foreign exchange differences dus to revaluation of cash balance 1,075,822, 941 |
Foreign exchange differences due to revaluation of payables (9,888,080)
2,963,478,395
6. Payables to contractors :
31/12/2016 |
VND |
!
Civil works I
5,357 ,878,817 |

]

Water Supply & Sewsrage Construction and Imestment Joint Stock
Company (WASECD)
Construction Join Stock Company Mo, &

Consulting Bervices

Exp International Senices Inc. (Vietnam)

Water Supply, Sewerags and Endmnment Consuliancy Joint Stock
Company (WASE)

Project Implementation Expenditures
4} By calegories

Clvil works

Consuliing senices

Interest charges and commitment fees
Froject management costs

Othars

b) By funding

34,085,834, 500

1,181,646,720
5,675 055 446

46,200,525,282

3114212018 "l
VNDA S

284235448317

21,922,107, 96T
{.0B7,940,793
3,136,466,374
877,516,000

311,255,488,445

12



Extension of Southern Thu Dau Mot Water Supply

Project, capacity 45,000 m3/day Financlal Statements
Loan Agreament No, 2961 - VIE Period from 19 August 2013 fo 31 December 2016
a1/12/2018

‘l"l.
The Asian Development Bank 267,981,740,846
Binh Duong Provincs State budget (i} 43 277,747 588

ch

311,259,485 445

Expenditures are financed under the Loan Agresment No. 2961 - VIE dated 23 May 2013 as below,

Categories Funding rate {%)
Yilorks 80.90%
Consulting services 100%
Interest charges and commitment fzes 100%

(i) Including expenditure of "Consulting services” and "Other costs” which was financed by the Binh
Duong province State budget, and incurred before the effective date of the Project {19/08/2013)
with total amount of VND 14,275,855 446

Reconciliation between Project Implementation Expenditurss on Statement of Financial Position
and Disbursement on Statement of Receipts and Disbursements
WD WD
Project Implementation Expendifures 311,259,488 445
2
Forsign sxchange differences due to
revaluation of payables & 886,080
9,886,080
Deduct;
Payables to contractors {46,200,625,283)
Foreign exchange differences due to {1,897 541,534)
pay iment
Other payables {86,000.000)
(48,184 088 817)
Disbursements accumulated to closing 263,085,307,708
x_t_\\
s
iy | % ||
L | I
.?f
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Extension of Southern Thu Dau Mot Water Supply Project,

i

capacity 45.000 m3/day Financial Statements
Loan Agreement No. 2881 —-VIE Period ended 31 December 2018
9. SubSsqUeNt TR

There have been no significant evente occurring after the reporfing date, which would regire
adjustrments or disclosures to be made in the financlal statements,

10. Approval of the Financial Statements

The financial statements were approved by Project Management Unit for issuance on 28 June 2017, ol
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Gl b o Vo Thi Thanh Ha

e Vpuggiin Ry Oae Van Chief Accountant

Binh Duang, 28 June 2017
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No.: 1783/2017/BC.KTTC-AASC KT
INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL SYSTEM

To: The Management Unit of Southern Thu Dau Mot Water Supply Project

We have audited, in accordance with International Standards on Auditing, the financial statements of
the Extension of Southern Thu Dau Mot Water Supply Project, capacity 45,000 m3/day ("the Project’)
for the period from 19 August 2012 to 31 December 2016 and issued the auditors’ report thereon
dated 28 June 2017 with an opinion on those financial statements.

In connection with aur audit of the financial staterments, we also examined the effectiveness of internal
control over compliance with requirements that could have a direct and material financial effect an
the financial statemants as well as the Internal control over financial réporting for the period from 13
August 2013 to 31 December 20186.

Responsibilities of the Praject Management Unit

The Project Management Unit is responsible for maintaining an effective intermal control over
complignce with requirements that could have a direct and material financial effect on the financiat
staternents as well as the internal contral over financial reporting.

Auditor's Responsibiily

QOur responsibility is to express an opinion en the effectiveness of internal control based on our
examination.

Our examination was conducted in sccordance with the Intemational Standard on Assurance
Engagements (ISAE) 3000 (Revised), That standard requires that we comply with ethical
requirements and plan and perform our procedures to obtain reasonable assurance about whether,
in all material respects, the Project has malntained an effective Internal control over compliance with
requirements that could have a direct and material financial sffect on the financial statements as well
as internal control over financial reporting.

Our examination included obtaining an understanding, testing, and evaluating the design and
operating effectiveness of the internal control, and performing other procedures as we considered
necessary in the circumstances to obtain sufficient appropriate evidence to pravide a basis for our
opinion.

Because of the inherent limitations of internal control over financial reporting, including the possibility
of collugion or improper management override of controls, material misstatements due o error or
fraud may eccur and not to be prevented or detected on a regular basis. In addition, projections of
any evaluation of the effectiveness of the internal control over financial reporting to future periods are
subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deleriorate.

\We believe that the audit evidence we have obtained is sufficient and appropriate o provide a basis
for our cpinion.
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Auditors' apinion

inour opinlon;, the Project has maintained an effective internal control over misstatements that could

have a direct and material financial effect on the Project financial statements for the period from 12
Auvgust 2013 to 31 Dzcember 2018,
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71 RRSC Limited
.'r:' -

'-j-..- . CONGTY \

id [:f-.l..IIIII':IH_'Hl.l.'H'_l.T A

i3

| HANGKIEM TO
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i Do Manh Cuong Nguyen Thi Thanh Ha
== Peputy General Dirsctor Auditor in-charge
CPA Registered No: CPA Registerad No..
0744-2013-002-1 2888-2015-002-1

Hanoi, 26 June 2017
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Mo 17832017/ BC.KTTC-AASC KT1
INDEPENDENT AUDITORS' REPORT ON THE COMPLIANCE
To: The Management Unit of Southern Thu Dau Mot Water Supply Project

We have audited, in accordance with the International Standards on Auditing, the financial statements
of the Extension of Southem Thu Dau Mot Water Supply Project, capacity 45000 m3/day ("the
Project") for the period from 19 August 2013 to 31 December 2016 and issued the auditors report
thereon dated on 28 Junhe 2017 with an opinion on those financial statements.

In connection with the audit of the financial statements, we also performed pracedures on the Project’s
compliance with the Locan Agreement No. 2861 - VIE dated 23 May 2013, law and regulations that
have a direct and material effect on the Project's financial statements for the period from 19 August
2013 to 31 December 2016 ("the Requirements”),

Resgponsgibilities of the Project Management Link
The Project Management Unit is responsible for complying with the Requirements applicable to the Project
Auditor's Responsibility

Cur responsibility is to express an opinion on the Project's compliance with the Requirements based
on our procedures, We limited our tests of compilance fo the Requirements, and we did not test
compliance with all laws and requlations applicable to the Project,

We performed cur work in accordance with the International Standard on Assurance Engagements
(ISAE) 3000 (Revised). That standard requires that we comply with ethical requirements and plan
and perform our procedures to obtain reasonable assurance about whether, in all material respects,
the Project has complied with the Requirements.

An assurance engagement to report on the compliance with the Requirements at the Project involves
performing procedures to obtain evidence about whether the Projéct's activities are free of material
non-compliance with the Requirements, including obtaining an understanding of the internal control
relevant to the Project's compliance with the Regquirernents, The procedures selected depend on the
auditors' judgment, Including the assessment of risks that the Project does not comply with the
Requirements and whether such non-compliance could have a direct and material financial effect on
the Project's financial statements. Cur procedures included testing the compliance with the
Requirements we consider necessary to provide a reasonable assurance that the Requiremenis are
complied by the Project.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinlon.
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Audiers’ opinion

In our opinion, the Project has complied with the Reguirements that could have a direct and material
financial effect on the Project's financial statements for the period from 19 August 2013 to 21

December 2016.
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=== ity General Director
CPA Registered No,,
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Hanoi, 28 June 2017
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Mguyen Thl Thanh Ha
Auditor [i-charge

CPA Registered No.:
2888-2015-002-1
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Hanci, 28 June 2017

To: The Management Unit of Southern Thu Dau Mot Water Supply Project
Extension of Southern Thu Dau Mot Water Supply Project, capacity 45,000
md/day
Mo. 11 Mgo Van Tri, Phu Lei ward, Thu Dau Mat city, Binh Duong province

We have conducted the audit of the financial statements of Extension of Southem Thu Dau
Mot Water Supply Project, capacity 45,000 m3/dsy (“the Project”) for the Period from 19
August 2013 to 31 December 2016: During the course of our engagement, we reviewed the
accounting procedures and intermal controls, and examined the compliances with laws,
regulations and Loan Agreement.

Accordingly, we enclose a memerandum of the points neted by us during our audit together
with recommendations thereon. We have discussed the matters with the Board of Praject
Managements, and the responges were incorporated in our memorandum,

We would also like to extend our sineers thanks to the Director, the Chief Accountant and your
staff for the co-operation you all have extended to us during our recent audit visit. We look
farward to working with you again soon, and in providing you with the required assistance, If
any, in your future endeavors.
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Extension of Southern Thy Dau Mot Water Supply Management Letter

Project, capaclty 45,000 m3/day Penod from 19 August 2013
Loan Agreement No. 2861 = VIE to 31 Decembear 2018
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Extension of Southern Thu Dau Mot Water Supply Management Letter
Project, capacity 45,000 m3/day Period from 12 August 2013
Loan Agreement Mo. 2861 —VIE to 31 December 2016

1--Managoment-of bank accounts and project management cost

Observation and Implication

We noted that there is only one account opened at Bank for Investment and Development of
Vietnam (BIDV) to receive funds from the State budget of Binh Duong provinee granted for (02)
projects that the PMU is managing.

Besides, project management unit cost of those projects has not been accounted separately,
The mentioned issues cause difficulties in separating receipts and expenditures by each
projects, simultansously not being sasy to review transactions and o reconcile bank cuistanding
balances.

Recommendation

The PMU should open additionally bank accounis o manage receipts and expenditures and
account separatsly PMU cost by each projects.

The Project's responses

Agresment with auditor's opinion. However, transactions between the State Treasury and the
PMU have been only made via one account cpened at commercial bank, thersfore the PMU
only use this account fo pay cost of projects managed by the PMU. Up fo now, project
management unit cost was accounted separately by sach projects,
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