Audited Project Financial Statements

Project Number: 41456-033
Loan/Grant Number: 2961
Period covered: 1 January 2017 — 31 December 2017

VIE: Water Sector Investment Program — Tranche 2

Prepared by BIWASE

For the Asian Development Bank
Date received by ADB: 29 June 2018

The audited project financial statements are documents owned by the borrower. The views expressed
herein do not necessarily represent those of ADB’s Board of Directors, Management, or staff. These
documents are made publicly available in accordance with ADB’s Public Communications Policy 2011 and
as agreed between ADB and Thu Dau Mot’'s CPC.



EXTENSION OF SOUTHERN THU DAU MQT
WATER SUPPLY PROJECT, CAPACITY 45,000 M3/DAY

Loan Agreement No. 2061 - VIE

AUDITED FINANCIAL STATEMENTS
Fiscal year ended as at 31 December 2017

ASLAN DEVELOPMENT B0,
LA LN o

? 2905208 |||

g e s G W e o Y
Disbursement Qperations
Mivdeden MBI



Lo

3 L

|

.

]

4]
A

(.~

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

Loan Agreement Mo, 2861 - WN

CONTENTS

PARTI INDEPENDENT AUBITORE REPORT ON
THE FINANCIAL STATEMENTS

Report of the Froject Management Unit
Independent Auditors' Rapaort on the Financia: statements
Audited Financial statements
Statement of Financial Position
Btaternent of Receipts and Disbursements
Staternent of Advance Account
Staternent of Withdrawals and Reconciliation of fund
Motes [o the Financial statements

PART I INDEPENDENT AUDITORS’ REFORT ON
THE COMPLIANGE
FPART IV MANAGEMENT LETTER

Page

02
03-04

05
06
o7
08
0g - 14

15 -18

17 -19

ak o



Extension of Southern Thu Dau Mot Water Supply Project, capacity 45,000 m3/day
Loan Agreement No. 2981 - VN

REPORT OF THE PROJECT MANAGEMENT UNIT

The Management Unit of Southern Thu Dau Mot Water Supply Project of Binh Duong Water
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 Project”) for the fiscal
year ended as at 31 December 2017,

The Project

The Extension of Southern Thu Dau Mot Water Supply Project, capacity 45000 m3/day is
implemented under the Loan Agreement No. 2961 — VIE dated 23 May 2013 ("the Agreement”)
between the Government of the Socialist Republic of Vietnam and the Asian Development Bank,

The Project Management Unit

Members of Nam Thu Dau Mot Water Supply Project Management Unit in the year and to the
reporting date are:

Mr. Vo Van Long Director {(Appointed on 27 May 2017)
Mr. Duong Hoai Ly Acting Director {Resigned on 27 May 2017)
Mr. Duong Hoai Ly Deputy Directar (Appointed on 27 May 2017)
Mrs. Nguyen Thi Thu Van Deputy Director

Mrs. Wo Thi Thanh Ha Chief Accountant

Auditors

The auditors of AASC Limited have taken the audit of the financial statements of the Froject.

Responsibilities of Nam Thu Dau Mot Water Supply Project Management Unit

The Project Management Unit is responsible for preparing the project financial statements, including
Statement of Financial Position, Statement of Receipts and Disbursements, Statement of Advance
Account and Statement of Withdrawals and Reconciliation of fund, which comply with the accounting
policies described in the attached Notes to the Financial Statements. The Project Management Unit
assures that the accounting policies are appropriately selected and consistently applied.

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

The Project Management Unit is also responsible for maintaining an effective internal contral as
management delermines necessary to enable the preparation of financial statements that are free
fram material misstatement, whether due to fraud or error, and comply with relevant laws, regulations
and other provisions of the funding agreement that could have a direct and material financial effect on
the Project financial statements.

On behalf of the Py Wﬁgement Unit
R REN
'.{rg."i'l“.. X3

P

Nguyen Thi Thu V‘&ﬁ 'ﬂ
Deputy Director
Binh Ducng, 15 June 2018
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INDEPENDENT AUDITORS' REPORT ON THE FINANCIAL STATEMENTS

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

We have audited the accompanying financial statements of the Extension of Southern
Thu Dau Mot Water Supply Project, capacity 45,000 m3/day (“the Project”) which
comprise Statement of Financial Position as at 31 December 2017, Statement of
FReceipts and Disbursements, Statement of Advance Account, Statement of Withdrawals
and Reconciliation of fund for the fiscal year then ended, and Notes to the Financial
Statements. including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the
financial position of the Project, including the balance of the Advance Account as at 31
December 2017, funds received and expenditures incurred, movements of the Advance
Account for the fiscal year ended as at 31 December 2017 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,

Basis of Opinion

We conducted our audit in accordance with International Standards on Auditing (*1SAs").
Our responsibilities under those standards are further described in the Auditors'
Responsibilities for the Audit of the Financial Statements section of our repart. We are
independent of Project Management Unit in accordance 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 Unit is responsible for the preparation of the financial
staterments in ccardance with the principal accounting policies described in Notes to the
Financial Statements, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or errar.

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

Audilor's Responsibilities for the Audit of the Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial
stalements as a whole are free from material misstatement, whether due to fraud or

Ti(B4) 24 3824 1880 | F: (84) 24 38253873 | 1 Le Phung Hisu, Hanoi, Vielnam i member of Intarnalianal
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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 |SAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually 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 skepticism throughout the audit, We also-

- ldentify 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 vidence 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 invalve 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 rocedures 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 policies used and the reasonableness of
accounting 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 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 conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures financial statements or, if such disclosures are inadequate, to
modify our opinion, 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 concern.

- Evaluate 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 achieves fair presentation.

We communicate with the Project Management Unit regarding, ameong 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 (if any)
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Extension of Socuthern Thu Dau Mot

Water Supply Project, capacity 45,000 m3fday
lLoan Agreement Mo, 2861 — VIE

Financlal Statements
fiscal year endad 31 December 2017

STATEMENT CF FINANCIAL POSITION

At as 31 December 2017

Note 3122017 Q110142017

YMD WND

CURRENT ASSETS 39,919,0068,541 5&,871.630,858
Cash an hand 20,982 357 2,084 926
Cash at bank 03 38,808,023, 684 56 869 535 832
NON-CURRENT ASSETS 510,954,527.914 311,259,488 445
Praject Implementation Expenditures 0g 210,854 527 Bi4 311,259,488 445
TOTAL ASSETS 550 873,534,455 368,131,119,303
CURRENT LIABILITIES £8,756,802,104 45,289.231,111
rFayables to contractors 06 68,847 085,007 46 200,525,283
Other payables 07 109, 707007 80,305,828
FUNDS 482,116,732,351 321,841,288,192
Project Implementation Funds 472,455,564,086 33,877 808 ¥o7
- e Asfan Development Bank 0d 424 651,169,181 282,473,345 892
- Binh Duang Province State budget 54,804,384,005 36,396,464, 105
Foraign exchange diffarsnces 5 2 661,168,265 2.BE3.476,395

TOTAL RESQURCES

550,873,534,455

368,131,118,303

B
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Extension of Southarn Thu Dau Mot

Water Supply Project, capacity 45,000 m3iday
Loan Agreement Mo, 2861 - VIE

Financial Statements

fiscal year ended 31 Dacember 2017
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STATEMENT OF ADVANCE ACCOUNT

For the perod: from 012017 Io 3171 252011 F
Account No: 17702000000437 1
Eank: Vieinam Joint Stock Cormmercial Bank for Inousiry and Trade — Binh
Duong Branch
Address: . No. 330, Binh Duong avenua, Thu Dau Mot ¢ftv, Binh Duong province
Agreement No.: 2981 - VIE
Mete uUsD

PART A: ACTIVITIES

Opening balance

Add: Total amounts depesited by the ADB
Deduct: Total amaunts withdrawn

Closing balance

PART B: RECOMCILIATION

—

Amaount advanced by the ADB
2. Present outstanding amount advanced to

3. Closing balance of the Imprest Account
4, Add: Amounts withdrawn aut net yet claimed

&,  Total advances accountad for

MNotes:

2,445,052.14

5.728,702.60
(5,521,327 .22)

1,662,427 62

3,436,252.33

3,436,252.33

1.652,427.52
{1 1,783,824 81

3,436,252, 33

(1 This ameunt of civil work was claimed at Withdrawal application No. BDOGY on 11

January 2018.




#57 = E S ¢y WA

g
- 09°T0L BTL'S 09°20L'RTLS - 8L 785 F5E A AR I 05N Wl SJUNowe 1230 )
- B'SPE'OSE'S - LMIEN BT §LGPEOTEE - ¥o 565 58 Flora'osr'e - asn FAANEA VG 80008
- I8'9Er 20T F10ZNOAE  Z8'9%YCOrEe - A I aLeiF'eqlE - aan ALOEFDAL 40004
NOI9E 2 JUEAPY
ql-{e) (3] (e}
b=t 0= g
SoaUSLEs  SUNOWY aeq 2oL 42410 Buminsuod justadinba  S3oM [1AID UARY  Atualng s ‘ON
peaEsey PELWED SUOES| e [ErmEipyups

2 LOZ JoLaane LE 1e 5F popua Jeed [rasl oy 1o
3lA - 196Z "ON JuRwWwaauby ueo™
CONMAd S0 NOILYITIONDDEW ANY STIVMYHOHLIM 40 LNIWNI1 YIS
Z10E JogWnnog) |Lg papud Jeak [EDsy JIA— 1962 'ON Jusweaiby ueo
S1UDIIBIENS [eIOLBHId Agpign p0g'sy AlloedeD 10aloid Hddng Jsepn 10 NEQ NYJ WIBUNRos Jo uorsuaIxy
N Y A I 1 L & [ 1 | P I N ] ]




Extension of Southern Thu Dau Mot
Water Supply Project, capacity 45,000 m3/day Financial Statements
Loan Agreement Mo. 2961 - VIE fiscal year ended 31 Decamber 2017

NMOTES TO THE FINANCIAL STATEMENTS
Year 2017

1 . Background

The Extension of Southern Thu Dau Mot \Water Supply Project, capacity 45,000 m3fday (“the
Project’) is a sub-project of the Viet Nam Water Sector Investment Program — Projsct 2 ("the
Frogram”) implemented under the Loan Agreement Mo. 2951 — VIE datad 23 May 2013 {"the
Agreement’) betwesn the Govemnment of the Socialist Republic of Vietnam and the Asian
Uevelopment 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 is for 6 projects in Hai Phong, Quang Tri, Thua Thien Hue,
Da Nang, Dak Lak and Binh Duecng which are provinces with the best preparation and USD
9,000,000 for the remaining 9 projects. Binh Duong Water - Environment Joint Stock Company is
entitted to borrow USD 39,900,000 to implement the Projsct.

The objective of the Investment Program is: the sustainable provision of safe water in Viat Nam
through improvement in the efficiency of Vietnamese water utilities. In which, the initial ebjectives
of the project are: (i) constructing a water intake, pumping station and an approximately 5 km
01,200 pipeline from the intake; (i) constructing a WTP 45,000 m3fday including treated water
storage reservoir 15,000 m3, pumping station, chemical house, and sludge drying beds; (jii)
constructing approximately 178 km of transmission and distribution main; and installing 30,000
household connections in Di An town and Thuan An town. Binh Duong Water-Environment Joint
Stock Company has decided to use the company's fund to ((i) construct a water intake, pumping
station and an approximately 5 km D1,200 pipeline from the intake: {if} construct a WTP 45,000
m3/day including treated water storage reserveir 15,000 m3, pumping station, chemical haouse ¥
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 kme:'-}

of transmission and distribution main: and Installing 30,000 household connections in Di An tm-.frjr'.,_,a'
and Thuan An town (unchanged). 5,

The Project officially came info force on 18 September 2013 and is expected to close on 30 June
2020.

The Project is managed by the Management Unit of Southern Thu Day Mot Water Supply
Project of Binh Duong Water-Environment Joint Stock Company, and its office is located at No.
11 Ngo Van Tri, Phu Loi ward, Thu Dau Mot city, Binh Duang province.

2 . Principal Accounting Policies
a . Basis of preparation of the financial statements
The annual accounting period commenced from 1st January to 31st December.

The financial statements are prepared in accordance with the requiraments of the Asian
Development Bank and presented in Vietnam Dong (VND), except for Statements of Advance

Account and Statement of Withdrawals which are prepared in United State Dollar {USD) and
Vietnam Dong (VND).

The Financial Statements are prepared under Circular 185/2012/TT -BTC dated 15 MNovember
2012, in which Statement of Receipts and Disbursemenis ie prepared on the cash basis, Other

financial statements are prepared in accordance with the principal accounting policiss are
summarized as below:




Extension of Southern Thu Dau Mot
Water Supply Project, capacity 45,000 m3/day Financial Statements
Loan Agreement No. 2861 - VIE tiscal year ended 31 December 2017

b . Foreign currencies

Funds received from the Asian Development Bank in foreign currency are convertad into VND
under buying exchange rate of the service bank (Note 2d) on dates of remittance made into the
Advance Account or direct payment made to contractors.

Other transactions in foreign currencies are translated to VND under actual exchange rates of
the service bank on dates of transactions. Monetary items denominated in forgign currencies are
revalued annually at the balance sheet date (buying exchange rate with assets / selling
exchange rate with liabilities) of the service bank at balance shest date. All exchanye dilfeiences
from these transactions are recorded into “Foraign exchange differences® account and prasentad
as “Foreign exchange differences” on Statement of Financial Position.

¢ . Funds and Expenditures

Funds:

- Funds received from the Asian Development Bank are recorded when direct payments are
made from ADB to contractors/suppliers or remittance are made into Advance Account. Of
which, capitalization of interest charges and commitment fees are recognized upen
announcement by the ADB (twice per year);

- Counterpart funds of the Binh Duong province State budget are recorded when payments ara
made direcily to contractors/suppliers of the Project or funds remitted to the Management
Unit of Southern Thu Dau Mot Water Supply Project of Binh Duecng Water-Envirenment Joint
Stock Company for settlement of project's activities.

Expenditures:

- The Project expenditures are recorded when they are actually incurred.
d . Advance Account and its interest

Advance Account is the deposit account in USD opened at Vietnam Joint Stock Commercial
Bank for Industry and Trade for the Project's activities, Payments made via the Advance Account
are for eligible expenditures of the Project in accordance with provigions of the Loan Agreement
No. 2861 - VIE dated 23 May 2013.

interests of the Advance Account are considered as receipts of Binh Duong Water-Environmaeant
Joint Stock Campany and initially recorded as Other payables in Statement of Financial Position
and used to cover bank charges. At the end of the Project, outstanding interests will be returned
to the Binh Duong Water-Environment Joint Stock Company. In case bank charges are nat fully
covered by the interests, the Project Management Unit will plan to settle by the Counterpart
funds (according te Circular No, 218/2013/TT-BTC dated 31 December 2013 and the replacing
Circular No.111/2016/TTBTC dated 30 June 2016 which comes into foree from 01 November
2018).

3 . Cash at bank

I 202017 01/01/2017

VD WVND

Advance Account (USD) 37,480,531 878 55,527 134,099
Interest of Advance Account (USD) 3,423,623 3,305,828
Current Account (WVND) (1) 2,434 058,083 1,338 095,005

39,898,023,584 56,869,525,932
(i) In which, amount retained for construction warranty at 31/12/2017 of VND 2,402,568,900.

10
—’Tp‘:f'



L)

(.

]

fe =

r

i

L L

L

Extension of Southern Thu Dau Mot
Water Supply Project, capacity 45,000 m3/day Financial Statements
Loan Agresment No, 2961 - ViE fiecal year ended 31 December 2017

7 . Other payables

4 . Funds received from the Asian Development Bank

YWear 2017 Acoumulated fo 31122017

Original Equivalent Original eurrenay Equivalent
CLTTE NGy - to WM 1o WD

Advance (USD) 5,728,702 60 129,250,808 536 14,355,857.31 320 978 687 B35
Advance . " - 2.436,252.33 4875838271
Keplenishrment 5,728, 70260 128,850, 292,536 10,823, 70498 245,102,749 564

Lirect peymants - B0,363,707,600
Vo - 090,383, 707 600
Capitalizatior  of 552,049,585 12,220,823,853 BO3,477.45 13,308,773,748

interesi  charges
ant commitment

fees (LUSDY
142,171,823,489 424,651 169,181
B . Foreign exchange differences

A7 1012017
VND WVND
Foreign exchange differences due to payment 1,897.541.534 1,897.541,534
Foreign exchange differences due to year-end 773,512.511 1,075.822,541

revaluation of cash’
Foreign exchange differences dus to year-end (9,880,080} (9,886,080)

revaluation of payablas

2,661,168 265 2,963 478,395

& . Payables to contractors
12127 01/01/2017

VNG VND
Civil works

VWater Supply & Sewerage Construction and investment 5842 850,917 5,357 BT8 617
Joint Stock Company (WASECO)

Construction Join Stock Company Na_ 5 55,220,883 800 34,085,934 500
Consulfing Services

EXP International Services Irc. {vietham) 7147517 834 1,181,646 720
Water Supply, Sewerage and Environment Consultancy 330,837 446 3,575,080,446

Joint Stock Company (WASE)

63,647,095,097 4&,200,525,283

322017 010172017

WikD WM

Payable for envirenmental mpact zssessment 88,000,000 86,000,006

Irterest on advance account 3,305,828 33058258

Payables for the bidding activities and interest on 20,401,170 -
warranty deposits

108,707,007 39,305,828

T
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Extension of Scuthern Thu Dau Mot
Water Supply Preject, capacity 45,000 m3iday Financial Statements

Loan Agreemeni Mo, 2867 - VIE

fiscal year ended 31 Dacember 2017

2

. Project Implementation Expenditures

a) Expenditures by funding and by categories

Year ended 310122017

Category ADE Counterpart fund Total

WMD) WL WHD
Civil warks . 160,526 631,186 ) 18,070,322,814  176,596,854,000
Consulting services 0,042 8258948 1,658, Y04 000 10,898,72¢C,045G
Interest charges and commitment 12,220,823,2583 - 12,220,823,8953
fees
Project management costs - 176,540,570 178,540 570

181,790,082,085 17,904,957384  199.695,039.469

Céategory Accumulsied to 31M12/2017
ADB  Couniarpart fund (B Takal
YD WHD WND
Civil works 413 206 653,724 41 935748593 480,832,402 317
Consuling services 17 256,355,461 15,831, 894%.445 33,488,344 807
tnterest charges and commitment 13,308, 773,748 - 13308773, 746
fees
Froject management costs - 3,315,005,244 3,315,006, 544
449,771,822 02 51,182,704.983 510,954,527 814

Loan Number 2861 - VIE dated 23 May 2013 funding for project expenditures {including tax) as
follows:

» 90.90% of tstal Works
» 34.1% of total Consulting Services;
= 110% of Interest and Commitment Charges.

{i} Including expenditure of "Consulting services” and "Other costs” which was financed by the
Binh Cuong province State budget, and incurred before the effective date of e Froject
{1809 201 3) with total amount of WND 14,275 855 446

b} Reconciliation. between Project Implementation Expenditures on Statement of Financial
Fositlon and Disbursement on Statement of Receipts &nd Disburserrents

YMND VND
Project Implementation Expenditures 510,954,527.914
Add:
Foreign exchanges differences due to revaluation of O, BAS DBO
payables
§,886,080
Deduct:
Fayahlss to cortractors {G9,647.085087)
Forefun exchange differences due to payment (1,897,541 534)
Other payables (85,000,000)
{70,630,636,631)
Dishursements accumulated ta clﬂsing 440,333,777,362

12
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Extension of Southern Thu Dau Mot
Water Supply Project, capacity 45,000 m3/day Financial Statemenis
Loan Agreement Mo, 2961 - VIE fiscal year ended 31 December 2017
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10 . Subsequent events

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

11 . Corresponding figures

The corresponding figures are the financial statements for the period from 18 September 2013 to
31 December 2016 which were audited by AASC Limited.

12 . Approval of the Financial Statements

The financial statements were approved by Project Management Unit for issuance on 15 June
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NgUyed-Fmi Thu Van Vo Thi Thanh Ha
Deputy Director Chief Accountant

Binh Dueng, 15 June 2018
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