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Cua Lo Water Supply Upgrading and Expanding Project
Loan Mumber 2361-VIE and 3251-VIE

Report of the Project Management Unit

The Project Management Unit submits its report together with the audited financial statements of the Cua Lo Watar
Supply Upgrading and Expanding Project (“the Project’) for the year ended 31 December 2017.

The Project Management Unit

The members of the Project Management Unit are responsible for overall direction and management of the Project
during the year and fo the date of this report were:

Project Management Unit

Mr. Mguyen Huu Luan Director of Projgct Management Unit
Mr. Nguyen Dau Luong Deputy Director of Project Management Unit
Ms, Dam Thi Thanh Thuy Chief Accountant of Project Management Uinit

Statement of the Project Management Unit

The Project Management Unit is responsible for preparing Financlal Statements for the year ended 31 December
2017 ("the year”) which give a true and fair view of;

+ the financial position of the Project
» the funds received and expended for the year:
= the cash flow during the year,

s the activities of the advance account for the year ended 31 December 2017 and the balance of this account as
at 31 December 2017:

s the funds withdrawn for the year, and
+  the actusl expenditures and budget.
In preparing these Financial Statements, the Project Management Unit is required fo:

+ select suitable accounting policies and then apply them consistently in accordance with the Loan Agreements
No. 2861-VIE and 3251-VIE between Socialist Republic of Vietnam and Asian Development Bank ("ADB") and
the Project Administration Manual:

+ make judgments and estimates that are reasonable and prudent;

* stale whether applicable accounting principles have been followed, subject to any material departures disclosed
and explained in the financial statements; and

* design and implement an effective internal control system for the purpose of properly preparing and presenting
the financial statements so as to minimise errors and frauds.

The Project Management Unit is responsible for ensuring that proper accounting records are kept which disclose,
with reasonable accuracy at any time, the financial position of the Project and to ensure that the accounling records
comply with the accounting system as described in Note 3 to the financial statements and the Project Administration
Manual. The Project Management Unit is responsible for ensuring that the project funds are used only for the
purposes of the Project. in accordance with the provisions of Loan Agreements No, 2061-VIE and 3251-VIE as well
as legal requiremeants applicable to the Project. They are also responsible for safeguarding the assets of the Project
and hance for taking reasonable steps for the prevention and detection of fraud and other imegularities,

The Project Management Unit confirms that they have complied with the above requirements in preparing the
financial statements.
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Cua Lo Water Supply Upgrading and Expanding Froject
Loan Number 2981-VIE and 3251-VIE

Approval of the financial statements

We hereby approve the accompanying financial statements on pages B to 16 which give a true and fair view of the
fund balance of Cua Lo Water Supply Upgrading and Expanding Project as at 31 December 2017, the funds
received and expenditures for the year ended 31 December 2017, Statement of cash flow for the year ended 31
December 2017, the balance of the Project’s Advance Account for the Loans fram ADB as at 31 December 2017 as
well as movement of this account for the year ended 31 December 2017 and statements of actual expenditures and
budget, in accordance with the accounting policies as described in Note 3 to the financial statements. In the opinion
of the Project Management Unit, the loan withdrawals have been adequately reconciled to the stalements of
expenditure prepared by the Project during the year, and such stalemenis of expenditura were adequately
supported.

Mghe An, Vietnam
20 June 2018
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Independent Auditors’ Report

on the financial statements of
Cua Lo Water Supply Upgrading and Expanding Project
Loan Number 2961-VIE and 3251-VIE

for the year ended 31 December 2017 Grant Therntan (Vietnam) Limited
18" Flooe
Hoa Binh |mternational Office Bullaing
108 Hosng Quoc Viat Stroet
Cau Giay District, Hanoi
Wietnam

T «84 24 3850 1686
F +84 24 3850 1688

Mo, 18-11-238-2

To: The Project Management Unit
Cua Lo Water Supply Upgrading and Expanding Project

Auditors’ opinion

\We have audited the accompanying financial statements of Cua Lo Water Supply Upgrading and Expanding Project
financed under the Asian Development Bank Loan Agreements No: 2961-VIE and Me. 3251-VIE, prepared on 20
June 2018, which include Balance Sheet as at 31 December 2017, Statement of income and expenditures,
Statement of cash flow, Statement of advance account, Statement of loan withdrawals and Statement of actual
expandilures and budget for the year then ended, and a summary of significant accounting policies and cther
explanatory notes (collectively referred to as "Financial Stalements”) as set out on pages from & to 16.

In our epinion, the accompanying financial statements give a true and fair view, in all material respects, of the
financial posifion as al 31 December 2017 as well as of the funds received and expenditures and the cash flows of
the Project for the year then ended in conformity with the accounting policies described in Note 3 of the Notes to the
financial statements

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilitias under
those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial Slalemenis
section of our report. We are independent of the Project in accordance with the ethical requirements that are relevant
to our audit of the financial statements in Vietnam, and we have fulfilled our other ethical responsibilities in
accordance with these requiremenis. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion,

Responsibility of the Project Management Unit for the financial statements

The Project Management Unit 2re responsible for the preparation and fair presentation of these financial statements
in accordance with accounting policies as described in Note 3 and for such internal control as management
determines is necessary o enable the preparation of financial statements that are free from material misstaterment,
whether due fo frawd or emor.
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_ Auditors’ Responsibility for the financial statements

QOur objectives are to obtain reasonable assurance about whether the financial statements of the Project as a whole
are freg from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit condueted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud

- or efror and are considerad malerial if, Individually or in the aggregate, they could reasonably be expected fo
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with |SAs, we exercise professional judgment and maintain professional skepticism
throughaout the audit. We also:

= |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,

] design and perform audil procedures responsive to those risks, and eblain audit evidence thal is sufficient and
appropriate to provide a basis for our apinion. The fisk of not detecting a material misstaterment resulting from
-] fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,

misrepreseniations, or the ovemde of internal contral.

« Obtain an understanding of internal contral relevant to the audit in order to design audit procedures that are
- appropriale in the circumstances, bul not for the purpose of expressing an opinion on the effectiveness of the
Project's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by Project Management Unit.

= We communicate with the Project Management Unil, among other matters, the plannad scope and timing of the audil
— and significant audit findings. including any significant deficiencies in internal control that we idenlify during our audit
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Cua Lo Water Supply Upgrading and Expanding Project
Loan Number 2861-VIE and 3251-VIE

Balance sheet

as at 31 December 2017

Matas 31 December 2017 31 December 2016
VND VND
ASSETS
Cash and cash equivalents 281,411,376 145,748 139
Cash & 281,411,376 145 748,138
Recelvables 25,874,764 635
Advanca o contractor 5 EE-,'E?-‘I-,TE.I:,_I_QE
Expenditures 16,189,865,621 10,244 488,800
Froject implementation expenditures 8 16,199,866,621 10,244 488,800
TOTAL ASSETS 42,456,041,633 10,390, 236,838
FUNDS
Funds 42.456,041,633 10,380,236,939
Lean from Asian Development Bank ] 35,116,419,858 B.871, 144 149
- Counterpart fund 7 7,339,621,775 3415 002 730

TOTAL RESOURCES

42,456,041,633

10,390,236,935

\-L s o !
Nguyen Hulr Luan
Director of Project Management Linit

Dam Thi Thanh Thuy
PMLU's Chief Accountant

e motes sat out on pages from 12 to 158 farm: an integral pan of these financial statements




Cua Lo Water Supply Upgrading and Expanding Project
Loan Number 2961-VIE and 3251-VIE

Statement of income and expenditures

for the year ended 31 December 2017

For year ended

31 December

Far the period
from 18 Saptember 2013

Accumulated to

Motes 2017 to 31 December 2016 31 December 2017
VND WND VND
INCOME 32,065,804,654 10,380,236,939 42,456,041,633
Lesdn from Asian Development Bank L 28,145.275,709 971,144,149 35116,419.858
Countarpar fund 7 3,920,528, 885 3,419,092,790 7.339,621.775
EXPENDITURES 8 5,855,376,821 10,244 488,800 16,199,865,621
Site clearance 2,869,460,130 718,558,000 3,588,016,130
Warks & = -
Goods = -
Consulting services 2.106,012.545 §,531,637.771 10,637,650,218
Interast and commitment charge 547,468,953 454 178 108 1,001,647,061
Administrative expenses 432,435,193 540,116,921 972,552,114
Surplus of income over expenditures 26.110,427,873 145745129 26,266,176,012
Foraign exchange differences x >
Fund balance at the beginning of the year/period 146,748,138 - =
Fund balance at the end of the year/period 26,256 176,012 145,748,128 26,258 176,012

MNghe An, Vietnam
20 June 2018

Nguyen Huu Luan
Director of Project Management Unit

Dam Thi Thanh Thuy
PMU's Chiel Accountant

Tre noi=s s=¢ oul on pages from 12 1o 16 form an integral part of these financial statemants




Cua Lo Water Supply Upgrading and Expanding Project

Loan Number 2951-VIE and 1251-VIE

Statement of cash flows

for the year ended 31 December 2017

For the parad
For year ended  from 18 September 2013 Accumulated to
Mote 31 December 2017 te 31 December 2016 31 December 2017
VND VND VND
RECEIPTS 31,545,711,951 5,040,204 310 41 485,916,261
Loan from Asian Developgment Bank 27,825 182,966 6.521.111,.520 34 146,294 4B6
Counterpart fund 3,920,528,985 3,419,092,750 7,338,621,775
DISBURSEMENTS 31,410,048, 714 9,754 456,171 41,204,504 B85
Site clearance 2,668 460,120 718,556,000 3,588,016,130
Works 26,974,T64,636 - 25,974,764 636
Goods - - -
Consulting sarvices 2,106,012 545 8:531,637.771 10,837,650,316
Interast and commitment charga 27,376,210 4145478 31,521,588
Admintstrative expenses 432 435193 540,116,821 972,552,114
Surplus of sources over uses of funds 135,663,227 1.-! _5_.?-*-3 135 281,411,276
Foreign exchange differences - ::
Cash balance at the beginning of the yeariperiod 145,748,139 -
Cash balance at the and of the yearperiod 281,411,378 145,748,139 281,411,376
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Dam Thi Thanh Thuy

Cirector of Project Management Uinit PMU's Chief Accountam

Tha notes set out on pages from 12 to 16 form an intagral part of these financial statements B




Cua Lo Water Supply Upgrading and Expanding Project
Lean Number 2561-VIE and 3251-VIE

Statement of advance account

For the year; For year ended 31 Decambar 2017
Account numbers: 40384 1000000536
Depositary Bank Tha \Vistnam Devalopment Bank — Nghe An Branch
Address Mo 45 Duy Tan Road, Hung Phue Ward, Vinh City, Nghe An
Cradit Agreement: MNa. 2861-VIE and 3251-VIE
Currency uso
For year ended
31 December 2017
uso
Part A- Account activity
Opening balance as at 1 January 2017 =
Add!
Replepishment to Advance Account during the year =
Less!

Total amount withdrawn from Advance Account =
Closing balance as at 31 December 2017

Part B- Account recanciliation

Amount advanced by ADB at 1 January 2017 =
Amount advanced by ADB during the year 3
Qutstanding amount advanced to the Advance Account as at 31 December 2017 -

Accaunt balance as 31 31 December 2017 =
Add:
Amount withdrawn but not yet claimed =

Qutstanding amount advanced to the Advance Account as at 31 December 2077 -

Dam Thi Thanh Thuy
PiU's Chief Accountant

The notas set out on pages from 12 fo 16 form an integral part of thesa financial statements 8



Cua Lo Water Supply Upgrading and Expanding Praject
Loan Number 2961-VIE and 3251-VIE

Statement of loan withdrawals

for the year ended 31 December 2017

Amount claimed - For the year ended 31 December 2017 Amount disbursed
Withdrawal Date of Consulting
number application Advance Works Goods — services Total Date Amount
Uso usp uso ush uso Ush
Loan Number 2361-WVIE
CLOD3 =
Direct payment 1 March 2017 - - - 7323800 T3:238.00 1 March 2017  73;238.00
Loan Number 3231-VIE
CLOOT =
Diract payment 14 December 2017 - - - 14045977 14045577 14 December 2017 140 458,77
CLODZ -
Direct payment 14 December 2017 = 1, 17.576.99 - - 1.017.576.89 14 Dacambar 2017 1,017 .576.98
- 1,017,576.99 - 21368777 1,231,274.76 1,231,274.76

N :"1¢ﬁ H-?u_p% Dam Thi Thanh Thuy

Director 6 roject Management Linit PMU's Chief Accountant

The notas =t out on pages from 1210 16 foem an integral part of these financial statements
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- Cua Lo Water Supply Upgrading and Expanding Project
Loan Number 2961-VIE and 3251-VIE

Statement of actual expenditures
y and budget

for the year ended 31 December 2017

—
— For the year ended 31 Dacember 2017
Actual Budget % of actual
expanditures expanditures (i} expenditures Variances
VND VND ovar budget VND
== Site clearance 2,869, 460,130 2,800,000.000 102% 69,460,130
Works . - -
B Goods <
= Consulting services 2.106.012.545 2,275.523.500 93% {169,510 955)
Interest and commitment charge 54T 488 0953 560,750,000 QE% (13,281,047)
— Adminisirative axpanses 432,435,193 500000000 B8%. _ {&7,564.807)
5,055,376,821 6,136,273,500 97% {180,B96,679)
: n Source of the budget expenditures is in accordance with Expenditures Plan for the years 2016-and 2017
= prepared by Project Management Unit = Cua Lo Water Supply Joint Stock Company.
5 N H;..tl‘.}-l’.uan Dam Thi Thanh Thuy
- Duré::.mr ot Project Management Unit PMU's Chief Accountant

The ngles st out on pages from 12 1o 16 form an infegral part of these financial statemeants 11




Cua Lo Water Supply Upgrading and Expanding Project
Loan Number 2961-VIE and 3251-VIE

Notes to the financial statements

for the year ended 31 December 2017

i The Project

On 23 May 2013, the Social Republic of Vietnam of Vietham ("Berrower”) signed Loan Agreement No. 2861-VIE -
Viet Mam Water Sector Investment Program - Project 2, OCR fund of ADB, with Asian Development Bank ("ADB")
The financing amount under the Lean Agreement is USD212 million which allocated to the following water supply
companies ("WSCs"),

_Items Project Holders Million USD
Sub-Project 1, Binh Duang BIWASE 28.80
Sub-Project 2, Dak Lak DARKWACD 24 69
Sub-Project 3: Da Nang DAWACD 30.00
Sub-Project 4. Hai Phong HPWWSCo 5680
Sub-Projact 5 Cuang Tri QTWASUCO 20.50
Sub-Project 8: Thua Thisn Hue HUEWACO 3516
Non-Physical Investments Othar WSCs o 5.058
Total 212.00

Subsequently on 19 November 2015, the Social Republic of Vietnam of Vietnam (*Borrower”) continuously signed
Loan Agreement No. 3251-VIE - Viet Nam Water Seclor Investment Pragram - Project 3, OCR fund of ADB, with
Asian Development Bank (“ADE"). The financing amount under the Loan Agreement is USD142.5 milllon which
allocated to the following water supply companies ("WSCs®):

Projact Holders Million USD
Quang Nam Water Supply and Sewerage JSC 23.30
Ngha An Water Supply Single Owner Co., Lid 18.95
Cua Lo Water Supply Joint Stock Company 12,48
Thai Hoa Water Supply Single Owner Co., Lid .21
Song Chu Water Supply Single Cwrer Ca., Ltd 28:68
Bac Glang Watar Supply and Seweraga Single Cwnar Co,, Ltd 18.98
Thai Nguyen Water Supply Joint Stock Company 2342
Interest and commitment charge allecated o WSCs 7.48
Total 142.50

Under the Subsidiary Loan Agreement dated 9 July 2013 for Loan Agreement No 2981-VIE and Subsidiary Lean
Agreement dated 11 May 2016 for Loan Agreement Na 3251-VIE, the Social Republic of Vietnam agreed Cua Lo
Water Supply Joint Stock Company ("CUALOWACO") on-lending amounts of maximum USD370,000 and
USD13,190,000, respectively to implement Cua Lo \Water Supply Upgrading and Expanding Project ("the Praject”)
with counterpart fund committed from CUALOWACO of USD2,810,000, Total finanging under Subsidiary Loan
Agreements are allocated by categories as follows:

12



Cua Lo Water Supply Upgrading and Expanding Project
Loan Number 2961-VIE and 3251-VIE

Counterpart fund from

Ne. Categories ADB fund CUALOWACD Million USD
1 Construction wark 2nd equipment expense 5.85 . 2.85
2 Project adminkztrative expenses . 0.37 0.37
3 Consulfing services for construction investment 1.38 - 1.39
4 Taxes - 1.48 1.48
5 Compensation and site clegrance expense - 0.27 027
& Provision expense 1.75 063 238
T Interast, commitment and bank chargas 0.57 - 0.57
B Other expenses - 018 018

Total 13.56 291 16.47

The objectives of the Project are:

«  Bulld a water plant with capacity of 10,000 m3 per day,

«  Construction of pipeline and distribution pipe D100-400,

«  Investing in pipeling network sarvices D40-90,

+  Construction of a boosler pump station, office building and auxiliary facilities, and
. Install water supply points for 7352 househelds

The Project Management Unit's office is located at Block 1, Nghi Tan Ward, Cua Lo Town, Nghe An Province,
Vietnam.

2. Fiscal year and accounting currency

21 Fiscal year

The first fiscal year of the Project is from 18 September 2013 (effective date) to 31 December 2018. The following
fiscal year |s from 1 January to 31 December.

22 Accounting currency

The accounting records of the Project are maintained in Vietnamese Dong ("WND"). The financial statements are
prepared in Vistnamese Dong except for the Advance Account statement and Statermnent of loan withdrawals, which
are prepared in the original currency of United States Dollars ("USD") as required by the Asian Development Bank.

3. Accounting policies

31 Basis of preparation of financial statements

The financial stalements, expressed in Vietnamese Dong ("WND"), are prepared under the requirements of Asian
Development Bank and in accordance with Vietnamese Accounting Standards, specifically Circular 200/2014/T7-
BTC dated 22 Dacember 2014 by the Ministry of Finance and other applicable requirements, which are set out
below

3.z Foreign exchange

Transactions arising In currencies other than the reporting currency of YND are translated at the prevailing exchange
rates at transaction dates. Foreign exchange differences arising on transtation are recognised separately in ihe
statement of income and expenditures for the purpose of reconclliation of balance as at beginning and ciosing
accounting period

13



Cusa Lo Watar Supply Upgrading and Expanding Project
Loan Number 2961-VIE and 3251-VIE

33 Recognitions of sources and uses of fund

Project sources and uses of fund are recognised as follows:

- Lean from Asian Development Bank: Funds are recognised when direct payment from ADE 1o suppliers
oriand receipts from ADE to Advance Account except for Interest and commitment charge from ADRB lean

ara recorded to expenditures and income based on accrual basis.

- Counterpart fund: Fund is recognised when direct payment from CUALOWACO to suppliers

Expenditures are recognised when incurred.

3.4 Advance

Advances to contractors are recorded as expenditure when they are cleared (i.e. when related activilies are
completed and the supporting documents have been submitted to and approved by the Project management unit for

gdvance clearance).

35 Payables

The amount payable is recorded on the basis of the amount payable in the future in respect of the assets and

services received,
4, Cash
31 December 2017 31 December 2016
YND YHD
Cash on hand 280,396,119 144, 738 450
Cash in bank 1,015,257 1,009,685
281,411,376 145,748,138

- Advance to contractors

Advance 25% of G52 package to Joint Venture betwesn Vietnam Water,
Sanitation and Envirenment Joint Stock Company and Lead and Meinhardt
(Vietnam) Ltd

Advance 10% of NA-CL-CW1 package to-Jolnt Venture befween Vietnam
Water and Environment Investmant Corporation - JSC and Construction Jaimi
Stock Company No 12

31 December 2017
VMD

3,150,512 641

22.824,251,995

31 December 2016
WD

25,974,764 636

14
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Cua Lo Water Supply Upgrading and Expanding Project

Loan Number 2961-VIE and 3251-VIE

9. Approval for issuance of the financial statements

The financial statements were approved by the Project Management Unit and authorised for issus.

igtede, \ietnam
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& Nguyen HufsEgan
~Dite Dr_E"E‘_P ect Managemeant Lni

Dam Thi Thanh Thuy
PMU's Chief Accountant
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