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Waler supply system for Bae Giang cify Project
Lagn Mumber 2881 = VIE
Loan Number 3251 — VIE

REPORT OF THE FROJECT MANAGEMENT UNIT

Tha Managemont Unit of the Wate: supply system for Bac Giang city Prolect 'the Praject) aresents
this report and the Project Flnancial statemenis for the period from 18 Septermber 2013 to 31
Decamber 2017,

The Projeci

The Water supply system for Bas Giang city Frojest 18 @ sub-project of the Viet Mam Water Sector
lmastment Program, which is invested by Bar Giang Claan Watsr JBC ("Bac Giang WS™. In addition
to the counterpart funds, the Projecl is alse financed by the Asian Development Bank {("ADE™) uncler
Loan Number 2861 — VIE signed on 23 May 2013 and the Loar Number 3251 — VIE signad an 18
Movember 2015 {"the Agreemrents").

The Project Managemsnt Unlt

Maembers of the Project Managamant Unit In the period and o the reparting dais ars:

i, Huong Xuan Cong Direcio-

Mr. Tran Dang Diew Deputy Director
idr. Tran Duc Thanh Chicf Accountant
Auditors

The auditors of AASC Limited have takan the audit of Financial statements of the Project,
Responsibilities of the Project Management Unit

The Project Masagement Unit is responsible for preparing the Praject Financial statements, including
Statement of Financial Position, Statement of Receipts and Disburserments, Statement of Sudget
versus Actual Disbursements, Statement of Advance Accourt{s) and Statement af Withdrawals and
Recongiliation of Funds, which comply with the accounting policies described in the attached Nctes to
the Project Financial slatements. The Project Management Unit assures that the ascounting policies
are appropriataly selasted and cansistently applied.

The Project Management Unit assures that the accounting records were fully maintained to prepace
tre Project Financlal statements in accordance with the appled acocounting policies and to disclose,
with reasonakle accuracy at any time, the financial position f the Project,

Tne Proiect Managerent Unit is responsible for maintalning an effective internal contiel as
managenent determines necessary to enable the preparation of Flnancial statements that are free
from matsrial misstatement, whether due to fraud or errar, and comply with relevant laws, regulations
and ather provisions of the agresmont, including over the procurement progress, that could have a
dirsct and material financial gffect on the Project Financial staternents (“the Regulrements™.

In addition, the Froject Management Unit is respansible far complying with the Requirements applicable
ta the Praject, ir which:

The fnds have been used in accordance with the condiions of the Loan Mumber 2061 = VIE
signed on 23 May 2013 and the Loan Mumber 3251 - VIE signed an 19 Nevembar 2015

The Advance Account procedurss have been operated in accerdance with the Asian Development
Bank's Loan Disbursement Hancbook;

Adequate supporling documents, with respest to Statement of Expenditures, have been fully
maintained to suppart to the raplenlshme:nt requests submitted t¢ the Asian Developmznt Bank.
The expenditures are eligible and in right purposes of the Loan Number 2981 = VIE dated 23 May
2013 and the Loan Number 3281 - VIE signed on 19 Novemnber 2015,




Water supply system for Bac Giang city Project
Loan Mumber 2561 — VIE

Loan Number 3251 = VIE

Bac Giang, 10 November 2018
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INDEPEMDENT AUDITORS' REPORT ON THE PROJECT FINANCIAL STATEMENTS

Te: The Management Unit of the Water supply system for Bac Giang city Project
Bac Giang Clean Water JSC

Opinion

Wa have sudited the accompanying Project Financial statements of the Water supply system for Bac
Giang City Project {"the Project”) which comprise:

o Slatement of Financial Position as al 31 December 2017, Statement of Receipts and

Cibursements, Statement of Budget versus Actual Disbursements, Statement of Advance Account,

' Statement of Withdrawals and Reconcilialion of Funds and Motes to the Project Financial

' sialermenls for the period fram 18 Septermber 2013 to 31 December 2017, including a summary of
significant accounting policies, of the Loan Numbear 2861 - VIE signed on 23 May 2013;

§ = Slatement of Financial Position as at 31 December 2017, Statement of Receipts and
Dibursements, Statement of Budget versus Actual Dishursements, Statement of Advance Account,
Slatemeant of Withdrawals and Reconciliation of Funds and Motes to the Project Financial
. staternents for the pericd from 2% March 2018 to 31 December 2017, including a summary of
[ significant accounting pelicies, of the Loan Mumber 3251 — VIE signed on 19 November 2015,

In our cpinian,

The accompanying Project Financial statements of the Loan Number 2861 — VIE signed on
23 May 2013 give a true and fair view of the financial positien of the Project. including funds
received and expendilures incurred for the period from 18 September 2013 to 31 December
, 2017 in accordance with the basis of the principal accounting policies described in the Motes
| io the Project Financial statements and the provisicns of the Loan Mumber 2961 = WIE
signed on 23 May 2013,

[ The accompanying Project Financial statements of the Loan Mumber 3251 — VIE signed on
18 Movembear 2015 give a true and fair view of the financial pesition of the Project, including
the funds recsived and expenditures incurrad for the period Trom 29 March 2016 to 31
. December 2017 in accordance with the basis of the principal accounting policies described in
| the Motes to the Project Financial statements and the provisions of the Loan Mumber 3251 —
, VIE signed on 19 November 2015,

Emphasis of Matter

We draw readers’ attention to Mote 1 of the financial statemenls which describes the Project has
been closed before lhe expected closing dates of Loan NMumber 2561 — VIE signed on 23 May
2013 and the Loan Number 3251 — VIE signed on 19 Movember 2015 under the Motification Mo.
120/TE-TU which was issued on 25 November 2018 by Provincial Standing Committee of Bac
Giang province. Bac Giang Clean Water JSC iz carrying out procedures for the Project’s closure,

Qur opinion is not qualified in respect of this malter,
Basis of Cpinion

; We conducted our audit in accordancs with the Inlernalional Standards on Auditing ("1SAs™). Qur

| responsibilities under those standards are further described in the Audiiors' Responsibilities for the

ki Audit of the Project Financial statements section of our report, We are independent of Project
Manzagemenl Unit in accordance with the International Ethics Standards Board for Accountants'

[ Code of Ethics Tor Professional Accountants ("IESBA Code™), and we have fulfilled our other ethical

i responsibilities in accordance with the IESEA Code. We belisve that the audit evidence we have
abtaned is sufficient and approgpriate to provide a basis far cur apinion,
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Responsibilifies of Management for the Project Financial statements

The Project Management Unit is responsible for the preparation of the Project Financial statements in
accordance with the principal accounting policies described in Notes to the Project Financial statements,
and for such internal contrel as management determines is necessary fo enable the preparation of
Financial statements that are free from material misstatement, whether due to fraud or error,

In preparing the Project Financial statements, the Project Management Unit is responsible for
assessing the Project's ability to continue as a going concern, disclosing, as applicable, matters
relating to going concern and using the going concemn basis of accounting unless management either
intends to cease operations, or has no realistic alternative but to do so.

Auditor's Responsibilities for the Audif of the Project Financial statements

Qur objectives are to obtain reasonable assurance about whether the Project Financial statements as
a whole are free 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 conducted in accordance with 1SAs will always detect a material misstatement
when it exists, Misstatements can arise from fraud or error and are considered material if, individually

ar in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these Project Financial statements.

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

Identify and assess the risks of material misstatement of the Project 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 resuiting from fraud is higher than for one resulting fram error,

as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 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 circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Project's internal control.

Evaluate the appropriateness of accounting pelicies used and the reasonableness of accounting
estimates and related disclosures made by management.

Caonelude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Project's ability to continue as a going concern.
If we coenclude that a material uncertainty exists, we are required to draw attention in our auditors'
report to the related disclosures Financial statemeants or, if such disclosures are inadeguate, to
modify our apinion, Our conclusions are based on the audit evidence obtained up to the date of
our auditors' report, However, future events or conditions may cause the Project to cease to
continue as a going cencern,

Evaluate the overall presentation, structure and content of the Project Financial statements,
including the disclosures, and whether the Projest Financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with the Project Management Unit, among other matters, the planned scope and
ing of the audit and significant audit findings, including any significant deficiencies in internal contral

3. h Cuong MNguyen Pham Hung

eputy General Director Auditor in-charge
CPA Registered Mo CPA Registered No.:
0744-2018-002-1 2893-2015-002-1

Hano!, 10 November 20718
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Water supply system for Bae Giang city Project
Loan Number 2951 — YIE
Logn Number 3251 - VIE

Financiatl Statements
Pericd ended 31 Decembar 2017

STATEMENT OF FINANCIAL POSITION
Loan Number 2981 - VIE
As at 31 Decembar 2077

CLURRENT ASSETS

Vale added tax
Advance fo contractors

HON-CURRENT ASSETS
Froject Implementation Expenditures

TOTAL ASGETS

FUNDS

Fund received fram he Asian Desvalopment Bank
Counterpart funds
Foreign exchange differences (due to payments)

TOTAL RESOURCES

Note 31122017

WM

2,910,230,781

610,230,781
2,300,000,000

11,141,083,162

11,441, 083,162

14,051,313,943

14,051,313,943

o3 5,808,232 413
4,198,786, 347
44,255,183

14,0651,292,942
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Water supply system for Bac Giang cily Project
Loan Number 2851 —\AE Financial Statements
Loan Numbsr 3251 - VIE Period ended 31 December 2017

STATENENT OF FINANCIAL FOSITION
Lasn Mumber 3251 - VIE
A5 af 31 Decembar 2017

MNote STH 22017

YND

NON-CURRENT AS5ETS B05,323,101
Praject Implementation Expenditures o05,323 101
TOTAL ASSETS D05, 323101
FUNDS 905,323,11
Fund received from the Asian Develepment Bank 03 203,455,290
Counterpart funds 1,887,811
TOTAL RESOQURCES 205,325,101
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Water supply system for Bac Giang city Projost
Loen Mumber 2881 - WIE

Laan Number 3251 - VIE

Financial Statements
Parivd endad 31 December 2017

STATEMENT GF EECEIPTS AND DISEURSEMENTS
Loan Number 2861 = VIE
Farod from 18 September 2013 o 31 Cecambear 2017

RECEIPTS
Fund recehed from the Azian Developmant Bank
Counterpart find

DISEURSEMENTS

Consulting Senices

Interest charpes and commitment fees
Froject Managenent

RECONGILIATION AS AT CLOSING

Incumed and
accumulated {c
MNate 31282017

WL

5,208,202 413
4,188,786, 347

14,007,058 760

13,717 498 254
116,614,282
172,745,214

0 14,007,058,TE0
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Water supply systam fur Bag Giang city Project
Loan Nurber 2861 — VIE Financlal Statemonts
Lazn Number 3281 - VIE Period ended 31 Qecember 2017

STATEMENT OF RECEIPTS AMD DISBURSEMENTS
Loan Number 3251 - WIE
Period froen 28 March 2016 to 31 December 2077

Incurred and
accumulaked ta
MNote 322017
WMD
RECEIPTS

Fund received from the Asian Development Bank 0% 465,290
Counterpart fund 1,857,811
905,523,101

DISBURSEMENTS
nterest cnarges and commitment fees S03,465,230
Firciest Managemant (On-lent fae) _ - 857,811
04 805, 322,101

RECONCILIATION AS AT CLOSING -
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Water supply systam far Bac Giang city Project
Loan Mumber 2861 —WIE
Loan Number 3261 — VIE

Financlal Statements
Feriod ended 31 Decamber 2077

STATEMENT OF WITHDRAWALS AND RECONGILIATION GF FUNDS

Lean Number 2861 — VIE
Parioid frorm 13 Seplember 2013 fo 31 December 2017

Withdrawal appications Reraived

Number Date Currency  Amount claimed Cate Amoung  Varances
(a) (b (b - {a)

Cirect payment ({Consulting services)

BEOG 19082018 usp 182,837.15  2Q/08/2076 "82,B37.15 -

BQ07 24/08:2017 UsD 245, 400,85 D1/08f2077 24B,490.85 -

Tota) 429,128.00 428,123.00 -

12
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Water supply system for Bac Glang city Project
Loan Mumber 2881 - VIE Flnanclal Statements
Loan Number 3251 = YIE Perind ended 31 December 2017

MOTES TO THE PROJECT FINANGIAL STATEMENTS
Ferfod ended 31 Oecember 2047

1.

Background

The Water supply system for Bac Giang city Project {“the Project”) is a sub-project of the Viet
Nam Water Seclor Investment Program ("the Program™), which is invested by Bas Glang Clean
Water JSC. In acdition to the counterpart funds, the Project s financed by the Asian Development

- Bank {"ADB'"} under tha Loan Nember 2961 — VIE ard the Loan Number 3251 — VIE ("the

Agreemenis"). Some mifestonss of these agreements are as follows:

o ' . Closing date
Agreemeni Signing daie Effective dale (expected)
Loan No. 28681-VIE 23 May 2013 18 September 2013 30 June 2020
Loan No. 3251-V1E 18 Novernber 2015 29 March 2016 | 31 December 2020

The Froject hag been closed before the expected closing dates under fhe Notification Mo.
120TB-TU which was Issued on 25 November 2016 by Provnclal Standing Cerrmittee of Bac
Giang province (“the Wofificalion No.120TB-TU"). Bac Giang Clean Water JSC is carrying out
preceduras for the Project's elosure,

The main obiectlves of the Project are {i) Expanding the water supoly system of Bae Giang city in
orde” 1o meet the demands for water of the oy uatll 2020, and (i) Ensuring water Jsers in the
praject area can have stable access to clean and sanitary water;

The Projedt includes 03 componeanis as belaw:

Component 1: The sourse warks {included: Water channel, pre-secimentation and raw water
- pumping station) locafed at Kim 31 +500 of the right dike of Thupng River, in Bui hamist, Song
Mai Commune, with the area of about 423 ha

Component 2: Water Treatment Plant No. 2, capacity 25,000m%day at the altiude +55 and
+50 in Thong hill (Quang Pruc mauntaind in Song Mat corrmune with the area of about 2.4 ha

Cotnponent 3: The distrbution network is designed for phase 1 until 202C and for the
expanded capactt of phase 2 unil 2030 and raw water pipe ling DN702 In Song Mal commune

Tha Projact is managed by the Management Unit of the Watar supply aystem for Bac Giang city
Frojecl of Bac Giang Clean Water JEC ("the Project Management Unit'}, ane its office is lcoated
8t Nu. 386 xueng Glang street, Ngo Quyen ward, Bac Glang city, Bac Giang province.

Principal Accounting Policies

Basiz of accounting

The annual accountng period commences from 1% January to 31" December. Bacause tha
Project has baen closed befare the axpected closing dates under the Natification Ne. 120/TB-TU,
the first period {ard now alse is the last period) commences fram 18 September 2013 to 31
Decerrtber 2017 for the Loan Numnber 2861 — VIE angd frorm 29 March 2018 to 31 December 2017
far Loan Number 3251 - VIE.

The Praject Financial statzments are prepared under the requirements of the Asian Oevelopment
Bank and in accordanes with Vietnamese Accouting Standards and Circular No. 18520127 T-BT3
vated ° 5 November 2012, Staternent of Receipts 2nd Disbursements is prepared on the cash basis,

These Financial statements are presented In Vietnam Dorg (WMD), except for Statement of
Withdrawals and Reconcifiation of Funds which are prepared in Unitad State Doilar {JSD). These
Froject Financial statements are prepared in accordance with the principal secounting policics are
sumrmarized as halow:

13



I

_n'

T
I
—_——

—
LS

Water supply system for Bac Giang city Project

Loan Mumbsar 22681 — VIE Financlal Statements
Laan Mumber 3251 — WIE Pariod enced 31 Decamber 2017
b. Foreign currencies

Funds received from the Asian Developrent Ban< in fora'gn cugency are converted ta VND under
selling exchange rate of J3C Bank for Foreign Trade of Vistnam {"VGBY) on the date of remilance
mace int> Advanse Accodnts or direct payment made to contractarsfsuppliers.

Transzacfions in others foreign currencies are converted ta VND under the actusl exchange rafe of
VCB on transaction datas. Monstary items dencminated in foreigh cummencies are revalued annually
af the actual exchange rate of VCE at balance sheet date. Al exchange differences from thess
transactions are recorded and presented as "Foreign exchange differances" an Statement of
Finanrial Position,

Funds and Expenditures
Funds:

Funds received from tha Asian Development Bank (ADB) are recorded when direst payments
are mads from the ADB to contractorsfsuppliers or remittarce are mace Into the Advanca
Accouniiz). Caplialization of interest charges and commitment fees are recognized upon
anrouncement by the ADB {twice per year);

Counterpart funds are recorded when payments are made directly to contractors/suppliers of
the Froiect or funds remiited to the Project Management Unit for setflement of the Projects
activities by Bac Giang Clean Water 3G,

Expendiflires:
The Preject's experditures {excluding tax) are recarded when they are actually incurred;

Value added tax is declared and deducted at Bac Giang Clean Yster JSC. Value added tax
deductibles is separately presented as an item on Statemen: of Financial Position.

Advance Accounts and their interast

Advance Accounts are the depasit accaunts in LSD apened at the serving bank for the Project's
zclivitlas. Paymenis made via the Advanes Accounts are for eligible expendituras of the Project in
accordance with provisions of the Loan Mumber 28671 — VIE signed an 23 May 2012 and the Loan
Number 3257 — VIE signed a1 19 Novamber 2015,

interest of the Advance Accounts is scnsivered as receipts of Bac Glang Cizan Water JSC and
indlialty recorded as Other payables in Statement of Financial Position. They are used to cover
Bank charges, Atthe end of the Project, oufstarding interests will be returned to Bag Giang Clean
Water JSC. In zase bank charges are not fully coverad by the interests, 3ag Giang Clsan Watcr

JEC will plan ta settle by the counterpart funds faccerding to Circular No, T11/2018 T-BTE dated
30 June 2018).

Funis received from the Asian Development Bank

[neumed and accumulated to 311202017
usD Comerted to WND

Loan Number 3361 = VIE 38,721 A9 903,465,290

Capitalization, of interest charges and cemmitment faes 39,721.48 G003 485, 240
Loan Humber 2961 — VIE 434,255.02 9,808,292 413
Direck paymeris . 479 128.00 g.6M,4738 131
Capitalization of interest charges ard commitment fess 5,130.02 116,814 282

10,711,757,703

14
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Water supply system for Bac Giang city Project
Loan Mumbear 2951 — VIE Financial Statements
Loan Number 3251 - VIE Period ended 31/12/2017

5. Reconciliation between Project Implementation Expenditures on Statement of Financial
Position and Disbursement on Statement of Receipts and Disbursements as at 31
December 2017 (Loan Number 2961 — VIE)

UNE

Project Implementation Expenditures 11,141,083,162
Adjusted far,

Value added tax 610,230,781

Advance to contractors 2,300,000,000

Foreign exchange differences (due to payments) {44 255 183)

Disbursements accumulated to closing 14,007,058,760

6. Subsequentevents

There have been no significant events occurring after the reporting date, which would reguirs
adjustments or disclosures to be made in the Project Financial statements.

7. Approval of the Project Financial statements

The Project Financial statements were approved by the Project Management Unit for issuance

.-fEm“j] @ﬂmg@ ber 2018.
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Huung:ﬁuan Cong Tran Duc Thanh
Cirector Chief Accountant

Bac Giang, 10 Movember, 2018
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