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Construction of the water supply system in Nghi $on Econemic Zone, Thanh Hoa province Project
Loan Number 2981 —WIE f Lean Number 2281 - WE

REPORT OF THE PRCJECT MANAGEMENT UNIT

The Project Management Unit of the Censtractien of e water supply sysiam in Nghi Son Economic
Zune, Thanh Hoa province Projest (“the Projest Management Unit'} presents this report and the “rojec:
Financizl stzlernants of the Constuction of the water supply systen in Nghi Son Economic Zone, Thanh
Hoa province Project ("the Project™ for the perlod from 18 September 2013 to 31 Decembar 2017,

The Project

The Project Is & sub-project of the Vist Nam Water Sectar investment Program, which is invested by
Song Chu Cme Matnber Limniled Liabikty Company. In agdifion to the countarpart funds, the Project ie
also financed by the Asian Deveiopment Bank {"ADB") under Loan Number 2081 — VIE signed on 25
May 2013 and the Loan Nurmber 3251 - VIE signed on 18 November 2075 {"the Agreemenis”).

The Projact Management Unit

Members of the Project Maragement Unit in the pefiod ang o the reporting date are:

br. La Wan Nhi Director

Wr. Le Van Thuy Gianding Deputy Directar
Wi, Le Van Minh Cepuly Director

Mr. Le Huu Huyen Chief Accountant
Auditors

The auditars of ALSC Lirited have takan the audit of Financial statements of the Project.
responsibilities of the Project Management Unit

The Project Manzgernent Unit is responsible for preparing the preject Financial statements, inchuding
Statement of Financial Position, Statement of Receipts and Disbursemerts, Statement of Budget
versus Actual Expenditures and Statemert of Wilkdrawals and Reconcilistion of Funds, which comply
with the ascounting po¥icies dascritad in the attached Notes to the Froject Financlal slatements. The
Preject Management Unit assures that the accounting pelicies are apprapriately selected and
cansistently applied.

The Project Managemen: 1nit assures that the accounting records were fully mainta'ned to prepare
the Praject Financial stalemante in accordance with the applied accounting policies and to d'sclose,
wlith reasonable ecouracy at any time, the financial position of the Project.

The Project Manzgemetit Unit is responsible for maintaining an effective infernal contrel as
managernent determines necessary o enable the preparation of Firancial statements that are free
from roatetial misstatement, whether due to fravd or error, and cormply with relevant laws, regulations
and other provisions of the agreement, including aver the procurement progress, that could have a
direct and material financial effect on the Praject Financial statarments ("the Requirements”™,

In additional, the Project Managemsrt Unlt Is responsible for complying with” the Requirements
applicaile to the Project, in which:

. The funds have been used 'n accordance with the conditions of the Loan Number 2881 - VIE
signed on 23 May 2013 and the Loan Number 2251 = VIE sigred on 19 Novernber 2015,

- Adequate supporting decuments, with respect fo Stalement of Expendituros, have been fully
maintained to support to the replenishment requests submitled to the Asian Development Bank,
The expenditures are sligible and in right purposes of the Loan Number 2461 — VIE dated 23 May
20132 and ihe Loan Number 3251 — ViE signed on 19 Movember 2015,
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Construction of the water supply system in Nghi Son Economic Zone, Thanh Hoa province Froject
Loan Number 2881 - VIE / Loan Number 3251 = WVIE
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INDEFENDENT AUDITORS’ REPORT OM THE PROJECT FINANCIAL STATEMENTS

To! The Management Unit of the Construction of the water supply system
in Nghi Son Economic Zone, Thanh Hoa province Project '
Song Chu One Member Limited

Ooirfon

We have audited the accompanying Project Financial statements of the Construction of the water
supply syslem of Nghi Son Economic Zone, Thanh Hos provinee Project {"the Project”) which
COMprisas!:

Statement of Financial Position as at 31 December 2017, Slatemenl of Receipls and
Dizbursements, Statement of Budget versus Actual Expenditures, Slatement of Withdrawals
and Recongiligtion of Funds and Motes to the Project Financial statements Tor the period from 18
September 2013 lo 31 December 2017, including a summary of significant accounting policies of
the Loan Mumber 2961 = VIE,

Statement of Financial Positon as at 31 December 2017, Statemenl of Receipts and
Dizbursemanis, Statement of Budgel versus Actual Expenditures and Noles 1o the Project
Financial statements for the period from 29 March 2018 to 31 December 2017, including &
summary of significant accounting poficies of the Loan Number 3251 - VIE

In our apinion:

Tha accompanying Project Financial statements give a lrue and fair view of the financial
pozition of the Project, including funds received and expenditures incurrad for the peried from
18 September 2013 to 31 December 2017 in accordance with the basis of the principal
accounting policies described in the Notss to the Project Financial statements and the
provisians of the Lean Mumber 2967 — VIE signed on 23 May 2013,

The accompanying Project Financial stalements give & true and fair view of lhe financial
position of the Project, including funds received and expanditures incurred for the period frem
29 March 2016 to 31 December 2017 in accordance wilth the basis of the principal accounting
policies dascribed in the Motes to the Projest Financial staiemenis and the provisions of the
Loan Number 3251 = VIE signed on 19 Novaembar 2015,

Emphasis of Malter

Ve draw atlention to Note 1 of the financial stataments which describes the Project has beon
clozed before the expectad closing dates of Loan Mumber 2861 = VIE signed an 23 May 2072 and
Ihe Laan Mumber 3251 — VIE signed or 19 November 2015 under Decizion Mo, 1521/GD-UBND
whizh was signed on 10 June 2018 by Chairman of the Pecople's Commitice of Thanh Hoa
province. Our opinion is not qualified in respect of this matier,

Basis for Opinion

We conducted our audit in accordance with the Intarnational Standards on Auditing {"13As"). Cur
responsibiliies under those standards are further described in the Auditors’ Responsioiliies for the
Audii of the Project Financial siatements section of our raport. We are independent of Project
Mansgement Unit in accordance with the intarnational Ethics Standards Board for Accountants’
Code of Ethics for Professional Accountants (IESBA Code"}, and we have fulfilled our other ethizal
responsicilities in accordance with the |ESBA Code We bolieve that the audlt evidence we have
abtzined is sufficient and apprepriate to provide a basis for our opinion.

Responsibiliies of Praject Managemant Unit for the Profect Financlal statements

The Project Management Unit is respansible for the-preparation of the Proiect Financial statements
in accordance with the principal accounting policies described in Notes to the Project Financial
statements, and for such internal control as management delermines is necessary to enablg the
preparation of Financial statements that are free from materiai misstatement, whether due o fraud
or errar.
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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 concarn basis of accounting unless management either
intends to cease operations, or has no realistic alternative bul to do 50,

Auditor's Responsibilities for the Audit of the Project Financial statermeants

Our objectives are to abtain reasonable assurance sbout whether the Project Financial statements as
a whale are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion. Reasonable assurance iz a high level of assurance, but is not a
guarantee that an audit conducted in accordance with the 18As will always detecl a material
missiatement when it exists. Misstatements can arise from fraud or error and are considsred 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 Mroject Financial atatements.

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

» ldentify and assess the risks of material misstatement of the Project Financial statements, whether
due to fraud ar error, dasign and perform audit procedures responsive to those risks, and oblain
audit evidence that is sufficiant and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatemnent resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional emissions, misrepresentations. or the override of
internal contral.

» Obtain an understanding of internal cantrol 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 an 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.

Cenclude on the appropriatenass of management's use of the going concern basis of accounting
and, based on the audit evidence oblained, whether a material uncertainty exists relaled to events
ar conditions that may cast significant doubt on the Project’s ability to continue as a gaing concern
If we conclude that a material uncertainty exists, we are required to draw attenticn in cur auditars’
report to the related disclosures Financial statements or, if such disclosures are inadequate. to
modify our opinian. Cur conclusicns 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
a5 & going concarn,

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

We communicate with the Project Management Unit, among other matters, the planned scope and
== hrmag of the audit and significant audit findings, including any significant defucp::-nc es in internal control
; "'\%‘*' hat%éq%entuy during our audit,
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Construction of the water supply system
in Nghl Son Economic Zong, Thanh Hoa previnee Project
Loan Number 2951 - VIE / Lean Numpoer 3251 =VIE

Financial Etatements
Pericd ended 31 Decemizer 2017

STATEMENT OF FINANGCIAL FOSITION
Loan Mumber 2861 - VIE
As at 31 December 617

CLRRENT ASSETS

Value added tax
Advancs to Nong Cong District compensstion councl

HOH-CURRENT ASSETE

Project Implemaniailon Expendiiures

TOTAL ASSETS

CURRENT LIAEILITIES

Payehles to contractors

FUNDS

Fund received from the Asian Dawelepment Bank
Counterpart funds

Foreign excharge difierences

TOTAL RESOURCES

Mote J220T
WND

2,146,789,208

2,116, 789,508
30,000,000

24 658,082 222

24,658 082,222

26,804,872 130

1,018,380,117

1,018,390, 117

2E, 786,482,013

05 17,827 437,907

8,194 852 669
54,391,437

26,804,872,130
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Construciion of the wator supply systcm
In Ngh! Son Economic Zone, Thanh Hoa province Project
Loan Number 2561 = VIE [ Loan Number 3251 — VIE

Financial Stetements
Parigd ended 31 Decermrber 2007

STATEMENT OF FINAHCIAL POSITION
Loan Mumber 3251 - VIE
Ag at 31 December 2017

CURRENT ASSETS

Value addad tax

HON-CURRENT ASSETS

Project Implementation Expsndityues
TOTAL ASSETS

CLIRRENT LIABILITIES

Payables to contractors

FUNDS

Fusd recetved from the Asian Dewslopment Bank
Caunterpart funds

TOTAL RESOURCES

[hel = B1MZI2C1T

VNI
42,472,727
42 472 727

1,404,188,213

1,404, 188,293

1,4448,660,940

47,200,000

47,200,000
1,399 460,940

bl B9, 460,940
420,000,000

1,446,660,940
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Construciion of the water supply system

in Nghi Son Economic Zane, Thanh Hea province Project
Loan Number 285 —VIE { Lean Mumber 3251 - WIE

Financial Statements

Periad ended 31 December 2017

STATEMENT OF RECEIPTS AND DISBURSEMENTS

Loan Murrber 2851 — VIE

Parivd from 18 Sepltember 2073 fp 37 Dacember 2017

RECEIFTS

Fund receivac from the Asian Dewelopment Eank
Counterpart fund

- Received from Thanh Hoe province sialfe bpdge!
- Regeived frem Song Chu One Member Limited

DISEURSEMENTS -

Consulting Senices

Interss* charges and commitment fees

Profect masagement ard glher disbursements

FOREIGN EXCHAMGE DIFFERENCES
Foraign exchange diffsrences

RECONCILIATION AS AT CLOSING

Mots

Incurmed and

acournulated to
3T

0§

VRO

17,527,437 907
8,154,552, 669
5, 168,000,000
3,026,652,660

25,722,090,076

21,807,205, 72%
520,847,550
3,368 428,724

25,786,482,013

B4,394, 437

64,381,437
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Canstruction of the water supply system
in Nghi Son Economic Zong, Thanh Hoa province Project
Loan Nurmbier 2081 —VIE/ Loan Number 3251 —WIE

Financiz! Statements
Period ended 31 Cecemser 2047

STATEMENT OF RECEIPTS AND DiSBEURSEMENTS

Loan Mumber 3251 - VIE
Fatiod from 28 March 2018 o 31 Decamber 2017

RECEIPTS

Funrd received from the Asian Dewelopment Bank
Countepart fund

- Raceived from Bong Chy One Member Limited

DISBURSEMENTS
Consuling Sendces
Interast charges and commitment fees

RECONCILIATION AS AT CLOSING

Incurred and

accumuliaied to

Note 312207
VHD

478,460,240
420,003,024
A2, 000,000

1,399, 450,840

420,00¢,00d
975,450,240

oG 1,393, 460,840

19
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Gonstruction of the water supply system
n Nghi Son Economic Zone, Thanh Hoa province Project
Loan Mumber 2851 -~ \IE f Loan Number 3251 -VE

Financial Statements
Perfod ended 311242057

STATEMENT OF WITHDRAWALS AND RECONGILIATION OF FUNDS

Loan Murmber 2981 - VIE
Periad from 18 Sepfernber 20415 ta 37 December 2047

Witharawal applications Amount receled

T o O TS

3

(A

(I

i Ll

I

Mumiber Date Curency  Amount claimad Date Amount  Veriences
{b) {2 = {1
Dircct payment (Cansulting services)
ekl 23/08/2015 Lso 2B a55 45 DM272095 218 855,45 -
MOg2 28082015 WHND Ta3, 444 EOD QEEFZ0ME 763 444, 500 -
NOO3 28/01/2018 usD 122,378.54 Q02018 182,375.54 -
MO0 2812018 WD §38, 203,750 10032018 B3B, 203,750 -
HOGS 22082015 ust 276,925.01 111073018 2FE, 92501 -
NOOE Z2f0812016 VHD 740 544,280 12M0/201€ 748, 544,250 -
Tatal in VHD 2,149,192 500 2,149,192,500 -
Total in 5D 678,160.00 678,160.00 -

12
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Construction of the water supply system
in Nghi Son Eranomic Zena, Thanh Hoa province Froject Financial Statements
Loan Mumber 2661 — VIE / Loan Nuriber 3281 —VIE Perind ended 311272017

NOTES TO THE PROJECT FINANCIAL STATEMENTS
Faricd anded 31 December 2017

1.

Background

The Construction of the water supply system in Nghi Son Econgmic £one, Thanh Hea provinge
Project (*the Preiect”] is a sub-project of the Viet Nam Water Sector investment Program {"the
Fropram™, whizh |8 Invested by Song Chu One Membar Limlked Llekilty Company ("Sang CGhu
Company't. In addition to the countsrpart funds, the Preject is financed by the Asian
Davelopmeant Bank (CADB") undsr the Loan Number 2801 — VIE and the Loan Number 3251 —
VIE ("the Agreements'"). Some milestonas of these agrecmonts are a3 fullows:

ragment Signing date Effective dzete Expocted cosing date (M
Loan Mo, 2861-WIE 23 May 2013 18 Sept. 2013 3 June 2020
i Loan No., 3251-VIE | 12 November 2015 29 March 2018 31 December 20240

4 COn 10672016, Chaimman of the People’s Commiltes of Thenh Hea province signed Deacision
Mo, 1881/Q0-UBND to close the Projact bafore the expecied closing cates of the Agresments,

The main objectives of the Pioject are:

» Up o 2020, 85% of the people living in the project area get supply water with water supply
standard of 100 — 120 fiters per peraon per day and 70,000 mf day of raw water will be
supplied fur production and construction in Nghi Son Economic Zone.

B Up o 2030, 85% of the peaple living in the project area get supply water with water supgly
standard of 120 — 150 liters per person par day and 120,000 m* day of raw water will be
supplied for production and constraction In lghi Son Economic Zone,

The Praject includes 03 components as balow:

» Construction of raw weler intake at Nam canal of Mug river, booster pumping slalion with capasiy
of 80,000 mifday at Cong Lism commune, booster purmping station with capacity of 92,000 m°fday
at Yen My |ake, booster pumping station with capacity of 36,000 m*day at Bau Da;

t Gonstruction of 13.9 km of disiribution netwark and 2.4 km of service pipeling;
& Construction of a new water treaymant plant with a capacity of 200000 mirday in Trus Lam Town,

The Project 's managed by the Project Managemeant Unit — one of the subcrdinate units of Song
Chu Cne Member Limted, a1d its office is located at No. 24 Pram Banh stréet, Ngoc Trao ward,
Thanh Hea city, Thanh Hoz provinge.

Princigail Accounting Policies
Basis of accounting

The ascounting period is from 18 September 2013 to 31 Uecember 2017 for the Loan Number
2681 — VIE and from 29 March 2016 ta 31 Becember 2017 for the Loan Humber 3251 - WIE
urider the requirements of the Asian Development Bank.

The Project Financial statemerts are prepared under lhe requirements of the Asian Deveiopment
Bank and n accordance with Vistnemese Accounting Standzards and Circular Mo, 1852012 T-B8TC
dated 15 Novembe: 2012, Stebernent of Receipts and Disbursemeants is prepared on the cash besis.

These Firancial statornanis are preserted in Vietnam Dong (WME), except for Statement of
Withdrawals and Recongiliation of Funds which sre prepared in United State Dellar (USD). These
Financial statsmentz are peepared in accerdance with the principal accounting policles ara
aurnmarized a= below,

13
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Construction of the water supply system
in Nghi Son Econamis Zone, Thanh Hoa province Project Financial Statements
Loan Murmber 2851 — VIE [ Lean Mumber 3251 =WIE Period endad 311212017

b. Foreign cliirencies

Funds received from the Asisn Development Banlk in foreign currancy 2re converted to WND under
menthly exchange rate of fhe Ministry of Finance in the month of direct payment made o
contractorsisuppliers, expect capitalization of Interest chargss and commitment fees (Note 2c) i
USD which is converted to VND under monthiy exchange rate of the Ministry of Finance in the
manth of announcement by the ADE,

Transactions in fersign currencies are corverted to WND under monthly sxchange rate af the
Ministry of Finanse in tha month of transaction, All exchange differences “rom these Wansaclions
are recorded and presented as "Foreign exchange diferences” or: Statement of Financial Position,

¢. Funds and Expendliures

Frrcs:

m  Funds received from the Astan Development Bank (ADE) are recorded when direct payments
are made from ADB to contractorsfsuppliers or rermitianee are made into Advancs Aceount Of
which, capitalization of interest charges and commllment fees are recognized Upon
announcemeant by the AD3 {twice per year),

 Counterpart funds are recorded when Seng Chu Gompany payments directly to
coniractorsfsuppliers or Thanh Hoa Provinee State budgst remitted funds to the Song Chu
Company for settlement of the Project's activit es.

Expenditures:

= The F'mjecit's expanditures {excluding tax) are recorded when they are actually incurred;

- Walue added tax is separately presented as an ilem on Staternent of Financial Position.
3, Funds received from the Asian Deveiopment Bank

Inegured and accumulzted to 311202017

Crigingl curreney _ Cenverted ja VND

Lwan Number 3251 =VIE 979,460 840
Capitalization of interest charges 44 26147 875,450,840
and commitment fees (USHY

Loan Number 2961 - YIE 17,527 437,307
Diracl payments 17, C06,590,247
VWD 2,143,192 500 2148 192,600
LS50 678, 160,00 14 857, 387 847
Capilalization of intercst charges 2348321 520,847 560

and cormitment fees (WSO}

18,506,588 647

14
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Construction of the water supply system
in Nghi Son Economic Zong, Thanh Hoa province Project Financial Statements
Loan Number No. 2861 — VIE / Loan Number Ne, 3251 —VIE Period ended 31112/2017

b. 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 2361 = VIE

WD WD
Project Implementation Expenditures 24,658,082,222
Add:
Yalue added tax 2,116,7688,908
Advance to Nong Cong District compensation council 30,000,000
2,148 789 =203
Deduct:
Payable to contractors (1,018,390,117)
(1,018,3580.117)
Disbursements accumulated to clesing 25,786,482,013
Loan Mumber 3251 = VIE
WD WD
Project Implementation Expenditures 1,404,188,213
Add:
Value added tax 42472727
42,472,727
Deduct:
Payable to contractors (47,200,000
(47,200,000
Disbursements accumulated to closing 1,399,460,940 .

5. Subsequent events

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.

6. Approval of the Project Financial statements

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

= Le Huu Huyen
Director Chief Accauntant

Thanh Hoa, 25 September, 2018
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