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Da Nang Water Supply System Expansion Project, stage 2012 - 2018
Lean Agreement Mo, 2961-VIE

Report of the Project Management
Unit

The Project Management submits its report together with the audited financial statements of the Da Mang Water
Supply System Expansion Project, stage 2012 = 2018 {"tha Project”) for the year ended 31 December 2018 [“year”).
The Project Management Unit

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

Project Management Unit

Mir. Ho Huong Project Director
Mr. Ho Minh Khiet Froject Deputy Director
Mr. Phan Thinh Chief Accountant

Statement of the Project Management Unit

The Project Management Unit is responsible for preparing Financial Statements for the year ended 31 December
2018 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:

» the activities of the advance account for the year ended 31 December 2018 and the balance of this account as
at 31 December 2018;

o the funds withdrawn for the year; and
« fhe actual expenditures and budget,
In preparing those Financial Statements, the Project Management Unit is required to:

+«  select suitable accounting pelicies and then apply them consistently in accordance with the Loan Agreement
Mo. 2961-VIE between Socialist Republie of Vietnam and Asian Development Bank ("ADB") and the Project
Administration Manual:

« make judgements and estimates that are reasonable and prudent;

« state whether applicable accounting principles have been followed, subject to any material departures disclozed
and explained in the financial statements; and

= design and implement an effective internal contral 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 sccounting records are kept which disclose,
with reasonable accuracy at any lime, the financlal position of the Project and to ensure that the accounting records
comply with the accounting system as described in Mote 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 Lean Agreement No. 2981-VIE as well as legal
requirements applicable to the Project. They are also responsible for safequarding the assets of the Project and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.



Da Wang Water Supply System Expansion Project, stage 2012 - 2018
Loan Agreement No. 2861-VIE

The Project Management Linit confirms that they have complied with the above requirements in preparing the
financial statements,

Approval of the financial statements

We hereby approve the accompanying financial statements on pages 6 to 17 which give a true and fair view of the
fund balance of the Da Nang Water Supply System Expansion Project, stage 2012 — 2018 as at 31 December 2018,
the funds received and expenditures for the year ended 31 December 2018, Statemnent of cash flow for the year
ended 31 December 2018, the balance of the Project’s Advance Account for the Lean from ADE as at 31 Dacember
2018 as well as movement of this account for the year ended 31 December 2018 and staterments of actual
expenditures and budget, in accordance with the accounting policies as described in Note 3 fo the financial
slatements, In the cpinion of the Project Management Unit, the loan withdrawals have been adequately reconciled to
the statements of expenditure prepared by the Project during the year, and such statements of expenditure were
adequately supported.

1

rujen::t Management Unit,

Project Director

Da Mang, Vigtham
18 Juns 2019



a Grant Thornton

Independent Auditors’ Report

on the financial statements of

Da Mang Water Supply System Expansion Project, stage 2012 - 2018 Grant Thormton (Vistmam Limited
Loan Agreement No. 2961-VIE {54 Florir
for the year ended 31 December 2018 Haa Binh Intermational Office Buikding
1046 Hoang Quoc Viet Strest
Cau Giay Disinct, Hamal
Vigtnam

T +84 24 3360 1888
F +24 24 3850 1658

Mo. 16-11-238-3

To the Project Management Unit of Da Nang Water Supply System Expansion
Project, stage 2012 — 2018

Auditors’ opinion

We have audited the accompanying financial staterments of Da Nang Water Supply System Expansion Froject, stage
2012 = 2018 financed under the Asian Development Bank Loan Agreement Mo. 2961-VIE, prepared on 18 June
2019, which include Balance Sheet as at 31 December 2018, Statement of income and expenditures, Statement of
cash flow, Statement of advance accaunt, Statement of loan withdrawals and Statement of actual expenditures and
budge! for the year ended 31 December 2018, and a summary of significant accounting policies and other
explanatory notes (collectively referred to as “Financial Statements") as set out on pages from 6 to 17.

In our apinion, the accompanying financial statements give a true and fair view, in all material respects, of the
financial position as at 31 December 2018 as well as of the funds received and expenditures of the Project for the
year then ended in conformity with the accounting peolicies described in Nate 3 of the Notes to the financial
stalements.

Basis for Opinion

We conducted our audit in accerdance with International Standards on Auditing (15As). Our responsibilities under
those standards are further described in the Auditors' Responsibilitfes for the Audit of the Financial Statements
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 requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a hasis for our opinion.

Responsibility of the Project Management Unit for the financial statements

The Project Management Unit are responsible for the preparation and fair presentation of these financial statements
in accordance with accounting policies as described in Mote 3 and for such internal contral as managemeant
determines iz necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or emor,

Graar] Thormdeh el Lim e grantthomten.cam.vn
Campary cade and lax: 0131478357, Registared o Vielmam
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Auditors' Responsibility

Cur objectives are to oblain reasonable assurance about whether the financial statements of the Project a5 a whole
are free from material misstatemeant, whether due to fraud or error, and to issue an auditor's repert that insludes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with |5As will always detect a material misstaternant when it exists. Misstatements can arise from fraud
or error and are considerad material if, individuslly or in the aggregate, they could reasonably be expected to
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 scepticism
throughout the audit. We alsa:

= |dentify and assess the risks of material misstatermnent of the financial statements, whether dug to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate te provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for cne resulting from error, as fraud may involve collusion, forgery, intentional omissions,
rmisrepresentations, or the override of internal contral.

+  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but net for the purpose of expressing an opinion on the effectiveness of the
Froject's internal contral,

*  Evaluate the appropriateness of accounting policies used and the reascnableness of accounting estimates and
related disclosures made by management.

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 deficiencles in internal contral that we identify during our audit.




Da Mang Water Supply System Expansion Project, stage 2012 — 2018
Loan Agreement No. 2961-VIE

Balance sheet

as at 31 December 2018

Motes 3 December 2018 31 Decermber 2017
VND WHD
ASSETS

Cash 985,060,935 1,788,408 304
Cash at bank 4 585,080,925 1,788,405,304
Receivables 873,856,955 5,233,581,413
Advance o contractar 5 58,800,000 5 Dad4 812,882
Value zaded ax deductitle 405,506,299 189,338,531
Other receivable 7] 319,460,656 -
Expenditures 14,903,024,979 6,473,472 857
FProject implementation expenditures 11 14,803,024, 979 8,473 472,857
TOTAL ASBETS 16,761,942 869 13,405,629, 574

RESOURCES
Lighilities 1,B45,101,093 912,160,497
Payables to suppliers ¥ 1,845,101,093 912 160,457
FUNDS 14,916,841,771 12,583 669,077
Funds 14,764,557,758 12,452 367 963
- Loar from Aslan Devalopment Bani; 9 13,310,926, 155 11,695 262 504
- Countarpert fond 10 1,449,472 585 455,540,879
Other fund a8 4,275,008 1,564,280
Farelgn exchange differences 152,284,013 131,301,114
TOTAL RESOURCES 16,761,942 869 13,495 829 574

f‘lf.th_

e —

roject Director

Phan Thinh “H_u{_
Chief Accountant

The notes g2t out on pages from 12 tz 17 farm an integra’ part of thesa finanoial statements



Da Wang Water Supply Systerm Expansion Project, stage 2012 - 2018

Loan Agreement Meo. 29681-VIE

Statement of income and expenditures

for the year ended 31 December 2018

For year ended For year ended Accumulated to
Motes 31 December 2018 21 December 2017 31 December 2018
VND VND VHD
INCOME 2,312,189,795 5 542 545 BYE 14,764 557,758
Lean from Azian Develepmant Bank =] 1,315,663,351 5,189 524, 054 13,310,526, 155
Caunterpart fund 10 993,871,716 F52.B5E8,321 1,449 412,595
Oither fund 8 2,654,728 165,323 4,219,008
EXPENDITURES 11 B,429,662.122 2.269.749 008 14,803,024 979
Werks - - -
Goods = - -
Consuiting services 7.082,612,647 1.071.071,3581 8,984 690,722
Interest and commitment charge 1,342.313,713 1,161 465,484 5,863,251,652
Adrinistrative axpensas 4,625,762 1,843,636 16,600,060
Other expensas 35,284 545 331432,545
(DeficitySurplus of income over expenditures 6,117,362,327) 4,272 856,652 (138,487,221}
Fareign exchange differences 20,982,699 (3 153,850) 152,284,013
Fund balance at the beginning of the year 6.110,196,220 1.840,453,378 -
Fund balance at the end of the year 13,816,792 8.110,158,220 13,816,792
fout =
--—’-_‘___’____._._
Phan Thinh "ﬂﬁq}
Chiefl Accountant
The notes a8t cut on pages from 12 1o 17 form an infagral part of these finzncial siatements 7




Da Nang Water Supply System Expansion Project, stage 2012 — 2018
Loan Agreement Mo, 2861-VIE

Statement of cash flows

for the year ended 31 December 2018

For year ended

Far year ended

Accumnulated to

Mote 31 December 2018 31 Decamber 2017 31 December 2018
VD WD VHD
{Restated)

RECEIPTS 1,601, 787,688 B,402,388 714 13,849,500,803
Loan fram Asian Develgpment Bank 1,315,663,351 £, 185,824 054 13,310,926,155
Counterpart fund 283 469,610 212 377 337 B34, 355,640
Orher fund 2,654,728 165,323 4,219,008
DISBURSEMENTS 12 2,426,114,957 §,402,201 391 13,116,723,881
Works - - P
Goods - = -
Corsulting services 4,079,175,482 5,203,523, 746 7.198,380,624
Interest and commitment charge 1,342,313,7113 1,151 459 464 5,863 251,652
Administrative expenses 4,625,762 1,543 638 16,600,060
Other expenses = 55,364,545 38,482,545
{Deficit)/Surplus of sources over uses of funds (824,327 268) 165 323 B32,776,922
Foraign exchange differences 20,982,898 3,153,850} 152,284,012

Cash balance at the beginning of the year

1,788 405,304

1,791,393,831

Gash balance at the end of the year 985,060,935 1,788 405 304 985,060,835
s )
: ! F'hlan Thinh _HI"J_'*-
Project Director Chief Accountant
The notas set aui on pages fram 72 ta *F form an integral part of thase financizl siatemants &



Da Mang Water Supply System Expansion Project, stage 2012 - 2018
Loan Agreement Ne, 2961-VIE

Statement of advance account

For the year: Faor year ended 31 December 2013
Aczount numbers: st e choipdallale]
Degositary Bank: Lien Wiet Past Joint Stock Commergial Bank — Da Mang Branch
Address: 140 Ngwyen Thi Minh Khai, Hai Chau District, Da Mang, Vietnam
Credit Agraament: Mo. 2861-\IE
Currangy: uso
Far year ended
31 December 2018
uso
Part A- Account activity
Opening balance as at 1 Januwary 2018 T8, 783.00
Addl:
Advance from ADB during the yvear -
Less)
Teotal amount withdrawn from Advance Account 35,493.29
Closing balance as at 31 December 2018 42.289.71
Part B- Account recenciliation
Amount advanced by ADB at 1 January 2018 115,000.00
Amount advanced by ADB during the year - ) i -
Outstan di:lg amaunt advanced to the Advance Account as at 31 December 2018 - 115,000,00
Account balance az at 21 December 20158 42.285.71
Adl!
Amount withdrawn but not vet claimed 72,710.29
Outstanding amount advanced to the Advance Account as at 21 December 2018 115,000.00
Da Mang, Wietnam
A8 dune 2019
| o b _.|:;\.Nl|’ &u |
i 00 PR .-_'______..---"'_'_
g Phan Thinh “‘HL+
Chief Accountant
The notes zet oul o0 pages from 1235 17 farm an integral part of thesa financial statements *]



Da Nang Water Supply System Expansion Project, stage 2012 - 2018
Loan Agraement Mo. 2861-VIE

Statement of loan withdrawals

for the year ended 31 December 2018

There was no loan withdrawal application regarding to the Loan Agreement No. 29561-VIE which withdrawn by the
Project Management Board during the year ended 31 December 2018,

Da MNang, Vieinam

| II 3 '-":'__"|"'.f5'.?"|ﬂ.'§.:‘~| _.___{L:-L—-—-'-'--_'_'_ =
L et 7%
dang Phan Thinh '“dfu#_
Directar Chief Accountant

The notes set outan pages from 12 to 17 form an integral part of thaze financial statements
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Da Nang Water Supply Systerm Expansion Project, stage 2012 = 2013

Loan Agreement Mo, 2861-VIE

Notes to the financial statements

for the year ended 31 December 2018

T The Project

Cn 23 May 2013, the Social Republic of Vietnam of Vietnam ({"Borrower”) signed Loan Agresment Mo, 2961-VIE -
Yiet Mam Water Sector Investment Pragram - Project 2, QCR fund of ADB, with Asian Development Bank ("A0E").
The financing amount under the Loan Agreement is USD212 million which allocated to following water supply

companies (WSCs") as follows:

ltems Project Holders Million USD
Sub-Project 1: Binh Duang BIWASE 38,650
Sub-Project 2: Dak Lak DARKWACO 24 85
Sub-Praject 3 Da Mang DAWACO 20,00
Sub-Project 4; Hai Phong HPFYWWSCo 55.80
Sub-Project & Quang Tri QTWASLICO 20,80
Sub-Praject 6 Thua Thien Hue HUEWACO 35,18
Mon-Physical Investments Other WECs E.05
Total 212,00

Under the Sub-Loan Agreament dated 28 July 2013, the Social Republic of Wietnam of Vietnam agreed fo Da Mang
Water Supply Joint Stock Company (DAWACO) on-lending an amoaunt of maximum WSTD30 million to implement Da
Mang Water Supply System Expansion Project, stage 2012 — 2018 {"the Project”), In addition, DAWACO commitied
to contribute a counterpart fund of USDE.3 million for the Project. Then, tatal financing are altocated by calegories as

follows:
Counterpart fund from

Mo.  Categories ADB fund DAWACO Million USD
1 Warks 2. B8 18.85
2 Goods 2.08 13.65
3 Cansulting services 018 1.75
4 Interast and committad charges ooy .94
a Other expenses unallocated 1.11 1.11

Total 6.30 36.30

The objectives of the Project are:

- Constructing approximately 151km of transmission and distribution mains 0200-1,000;

- Rehabilitating and replacing approximately 40km of distribution main;

- Implementing an institution strengthening program, and

- Implementing and cperaticnal managemeant contract to improve and upgrade maintenance and operational

procedures,

Project Management Unit's office is located at 57 Xo Viet Nghe Tinh, Hai Chau District, Da Nang, Vietnam.,

12



Da Nang Water Supply System Expansion Project, stage 2012 = 2018
Loan Agresment No. 2961-VIE

2. Fiscal year and accounting currency

21 Fiscal year

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

2.2 Accounting currency

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

& Accounting policies

31 Basis of preparation of financial statements

The financial statements, expressed in Vietnamease Dong ("WND"), are prepared in accordance with Vietnamese
Accounting Standards, specifically Circular 20002014/ TT-BETC dated 22 December 2014 by the Ministry of Finance
and other applicable requirements, which are set out below

3.2 Faoreign exchange

Transactions arising in currencies other than the reporting currency of WND are transtated at the prevailing exchange
rates at transaciion dates. Foreign exchange differences arising an franslation are recognised separately in the
staternent of income and expenditures for the purpese of reconciliation of balance as at beginning and closing
accounting period.

3.3 Recognitions of sources and uses of fund

Project sources and uses of fund are recognised as follows;
- Loan from Asian Developmeant Bank: Funds are recognised when direct payment from ADE to suppliers
arfand receipts from ADE to Advance Account except for Interest and commitment charge from ADB loan
are recorded to expenditures and income based on accrual basis.

- Counterpart fund, Fund is recognised when direct payment from DAVWACO to suppliers.

- Expendituras are recognised when incurred,

3.4 Advance

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

3.5 Fayables

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



Da Nang Water Supply System Expanzion Project, stage 2012 = 2018

Loan Agreement Mo, 2861-VIE

4, Cash at bank

31 December 2018

UsD VND eguivalent

Advance Account 42,289.71 980,275,478

Current gccount 1 56.64 1,212,915

Current acoount @ - 654,790
Current account 3 - 2,817,752

42,346.35 085,060,935

31 December 2017
Ushr WHD equivalent

78,783.00 1,786, 758,440
§3.24 1,434,283
7,308

. 165,272

T, 845 24 1, 788,405,304

5, Advance to contractor

31 December 2018

31 December 2017

VHND WRD
Dai Viet Invesiment and Developmant Water Environment
Jeint Stock Company 58,800,000 =
Advance 15% of DNCS02 packaga to Eptiza Servicios De
Ingenieria S.L - 5,044 612 552
- 58,800,000 50446128582
6. Other receivable
31 December 2018 31 December 2017
VND WD
Foreign contractar tax pald an bahalfl Eptiza Sanvicios Da
Ingenieria 5.L. 292 611,062 E:
Receivables from employees of Project Management Unit 26,849,594 -
318,460,656 =
2 FPayables to suppliers
31 December 2018 31 December 2017
VHD WD
Southern Consuftant Inspection Canstruction Joint Stock Company - 848, 142,609
Eptiza Servicios De Ingenleria S.L. 1,781,083,210 -
Dthers 64,017,888 64,017 888
1,845101,098 912,160,497

8. Other fund

Other fund represents interest income incurred during the year.

14
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Da Mang Water Supply System Expansion Project, stage 2012 - 2013

Loan Agreemant Mo, 2961-VIE

13.

Reconciliations between expenditures and disbursements

Feconciliation between accumulated expenditures up o 31 December 2018 and disbursemants up to 31 December

2018 as follows;

Accumulated expenditures Advance to centractars  Payatle to suppliers Disburzements to
to 21 December 2018 Motz &) [Mote 7 31 December 2013
WD WD WHND WD
Categories (a) () (e} {d) = (@) + (b} = fc)
Works - = =
Goods - i g
Consulting services 3,984 G20 722 58,800,000 1,845, 101,085 7,188 380,624
Interest and commitment charge 5,863,251 652 - = 5,863,251 852
Administrative expenzses 16,600, 0Ed - - 16,600,050
Other expenses 38,487 545 - - 38,482 545
14,803,024,97% 58,800,000 1,845 104,088 13.116,723,881

14. Restatements

During the year 2018, the Project Management Unit had restated the Project’s financial statements for the period
fram 16 September 2013 to 31 Decembear 2017 o reflact the Interest and commitment charge, as follows:

Statement of cash flows for the year ended 31 December 2017

As previcusly reported Restaternents As restated
WMD WO WND
RECEIFTS
Loan from Asian Development Bank 5044 512 BB2 1,145211.172 6,169,624,054
DISEURSEMENTS
Irterest and cormitment chargs 15,258,292 1145211172 1,161,469, 464
Statement of cash flows accumulated to 31 December 2017
As previously reporiad Restatemants As restated
WD WHD WND
RECEIPTS
Lean fram Asian Development Bank T,512,282982 4,482 875 822 11,985,262 804
DISBURSEMENTS

Interast and cammitment charga 37 958017

4,482 975 522

4,520,937,939

15.

Approval for issuance of the financial statements

The financial statements were approved by the Project Managernent Unit and autherised for issue.

-
-t

Lece
S o —
; Ha Hiang Phan Thinh W

Chief Accountant
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