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

Report of the Project Management Unit

The Project Management Unit submils its report together with the audited financial statements of the Cua Lo Water
Supply Upgrading and Expanding Project - Loan Mo. 3251-VIE ("the Project”) for the perod from 17 February 2016
ta 31 December 2016,

The Project Management Unit

The meambers of the Project Management Unit are respansible for overall direction and management of the Project
during the period and to the date of this report were:

Project Management Unit

Mr, Moguyen Huu Luan Directer of Project Management Unit
Mr. Mguyen Dau Lusng Deputy Director of Project Management Unit
Ms. Dam Thi Thanh Thuy Chief Accountant of Project Management Linit

Statement of the Project Management Unit

The Froject Management Unit is responsible for preparing Financlal Statements for the period from 17 February
201610 31 December 2016 ("the period™) which give a true and fair view of:

» the financial posiion of the Project;
» the funds received and expended for the pericd;
¢ the cash flow during the period;

+ the activities of the advance sccount for the penod from 17 February 2016 to 31 December 2016 and the
balance of this aceount as at 31 December 2018;

+ the funds withdrawn for the period; and
« the actual expenditures and budget.
In preparing those Financial Statements, the Project Management Unit is required to:

+ select suitable accounting policies and then apply them consistently in accordance with the Loan Agreement
Mo. 3251-V|E between Socizlist Republic of Vietnam and Asian Development Bank ("ADB"} and the Project
Administration Manual;

» make judgments and estimates that are reasonable and prudent;

» stabe whether applicable accounting principles have been followed, subject to any matenal departures disclosed
and explained in the financial statements; ancd

= design and implemant an effective internal contrel system for the purpese of properly preparing and presenting
the financial statements so as to minimise emors and frawds.

The Project Management Unit is responsible for ensuring that proper accounting records are kept which disclose,
with reasonable accuracy at any time, the financial positian of the Project and to ensure that the accounting records
comply with the accounting system as describied in Mote 3tothe financial statements and the Project Administration
Manual. The Project Managemeant 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 Agreement No. 3251-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 irmegularities,

The Project Management Urit confirms that they have complied with the above requirements in preparing the
financial slatameants.
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- Approval of the financial statements
E— We hereby approve the accompanying financial statements on pages 6 to 15 which give a true and fair view of the
fund balance of Cua Lo Water Supply Upgrading and Expanding Project - Loan No, 3251-VIE as at 31 December
20186, the funds received and expenditures for the period from 17 February 2016 to 31 December 2016, Statement
of cash flow for the period from 17 February 2016 to 31 December 2016, the balance of the Project’s Advance
Account for the Loans from ADB as at 31 December 2018 as well as movement of this account for the period from
17 February 2015 fo 31 December 2048 and statements of actual expenditurss and budget, in accordance with the
accounting policies as described in Mote 3 to the financial statements. In the opinion of the Project Management
Unit, the loan withdrawals have been adequately raconciled to the statements of expenditure prepared by the Project
— during the period, and such statements of expenditure were adequately supported.
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Mghe An, Vietnam
20 June 2018
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on the financial statements of
Gua Lo Water Supply Upgrading and Expanding Project
Loan Humber 3251-VIE
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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 Agreement No. 3251-VIE, prepared on 20 June 2018, which
inciude Balance Sheet as at 31 December 2018, Statement of income and expenditures, Statement of cash flow,
Statement of advance account, Statement of loan withdrawals and Statement of actual expenditures and budget for
the period from 17 February 2016 to 31 December 2016, and a summary of sigrificant accounting policies and other
explanatory notes (collectively referred lo as "Financial Statements") as sat out on pages from & to 15.

|n our opinion, the accompanying financial statements give a frue and fair view, in all matenal respects, of the
financial position as at 31 December 2016 as well g5 of the funds received and expenditures and the cash flows of
the Project for the period from 17 February 2016 to 31 December 2016 then ended in conformity with the accounting
policies described in Note 2 of the Notes lo the financial statements.

Basis for Opinion

W conducted our audit in accordance with Intemational Standards on Auditing (I5As). Our respansibiifies under
those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial Statemenis
section of our report. \We are independent of the Project in accordance with the ethical reguirements that are refevant
1 our audit of the financiat statements in Wietnam, and we have fulfiled our other gthical responsibiliies in
accordance with these requirements. We believe that the audit evidence we have cbtained is sufficient and
appropriate to provide a basis for our opinion:

O

Responsibility of the Project Management Unit for the financial statemenis

i
-

The Project Management Unit are responsible for the preparation and fair presentation of these financizl statermsrs
in accordance with accounting policies as described in Note 3 and for such internal central a5 management
detarmines is necessary to enable the preparation of financial staterments that are free from material mizstsiement
whether due to fraud or error.
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Auditors’ Responsibility for the financial statements

COur ohjectives are to ohiain reasonable assurance about whether the financial statements of the Project 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 2 high levet of assurance, but is not a guarantee that an avdit conducted in
accordance with [5As will always detect a material misstaternent when it exists, Misstatements can anse from fraud
or errer and are considered material i, individually or in the aggregate, they could reasonably be expected to
influgnce the economic decisions of users faken on the basis of these financial statements.

Az part of an audit in accordance with 1343, we exercise professional judgment and maintain professional skepticism
threughout 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 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 & material misstatement resulting from
fraud is higher than for one resulting from emor, as fraud may involve collusion, forgery. intentional omissions,
misrepresentations, or the override of intemal control.

= Dhtain 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 contral,

= Evaluate the appropriateness of accounting pelicies used and the reasonableness of accounting estimates and
refated disclosures made by Project Management Unit.

We communicate with the Project Management Unit, among other matters, the planned =cope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit,
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Cus Lo Water Supply Upgrading 2nd Expanding Project
Loan Number 3251-VIE

Balance sheet

as at 31 December 2016

Naotas 31 December 2016
WND
ASBETS
Cash and cash equivalents i
Gash ; = -
Expenditures 366,051,300
Project implementation expenditures — . 3 356,051,300
TOTAL ASSETS 366,051,300
FLUNDS
Funds 368,051,300
- Loan from Azian Development Bank 4 366,051,300
= Counterpart fund = -
TOTAL RESOURCES 366,051,300
Mghe An, Vietham
20 ung 2018
Nguyen Huu Luan Dam Thi Thanh Thuy

Director of Project Management Unit FPMU's Chief Accountant
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Statement of income and expenditures

for the period from 17 February 2016 to 31 December 2016

For the period
from 17 February 2018
MNates to 31 December 2016
.= YHD
- INCOME 366,051,300
Loan fram Asian Development Bank 4 366,051,300
Ceunterpart fund =
EXPENDITURES 56 386,051,200
- Resatilemant and land acouisitions
Construction works 7
Equipment =
Consulting services
n_a Interest and commitment charge 484,081,300
Projact managemant expenses =
. L Surplus of income over axpandltures " -
Foraign exchange differences =
Fund balance at the beginning of the peried =
.y Fund balance at the end of the pericd v
S Mohe AN, Yistnam
20 June 2018
- ;
I -
- .
Mguyen Huu Luan Dam Thi Thanh Thuy
Director of Project Management Lnit PMU’s Chiaf Accountant




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

Statement of cash flows

for the period from 17 February 2016 to 31 December 2016

For the period

from 17 February 2016

Mate to 31 Decembar 2016
VHND

RECEIFTS =
Loan from Asian Development Bank -
Counterpart fund =

o

DISEURSEMENTS & 5
Rasettlierment and land acquisitions -
Construction waorks -
Equigmaeant a
Consulting services
Intarest and commitment charge "
Project management axpenses ) %
Surplus of sources over uses of funds s -

U

Forzign exchange differances J
Cash balance at the beginning of the pariod
- Cash balance at the and of the period =

Mghe An, Vietnam
20 June 2018

A

AR

Nguyen Huu Luan Dam Thi Thanh Thuy
Director of Froject Management Unit PMU's Chief Accountant
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= Statement of advance account
For the period; From 17 February 2016 ta 31 Decembar 2008
Account numbears: 403541 000000536
Depositary Bank: The Viatnam Developmant Bank - Mghe An Branch
Addresa: No-45, Duy Tan Road, Hung FhusWard, Vinh City, Ngha An
Cradit Agreameant; Mo, 3251-VIE
- Cumency: Ush
- For the perlod
fram 17 February 2016
— to 31 December 2016
uso
Part A- Account activity
p— Cpening balance as at 17 February 2016 -
Ada:
- Replenishmant to Advance Account during the period -
Less:
Tatal amount withdrawn from Advance Account e 7
Closing balance as at 31 December 2016 —===-i5
n__a
Part B- Account reconciliation
Armount advanced by ADB al 17 February 2018 -
E— Amount advanced by ADE during the period - :
Qutstanding amount advanced to the Advance Account as at 31 December 2016 -
Aecount nalance as at 31 Decembar 2015 =
m_ Add:
Amount withdrawn but not yet claimed =
- Cutstanding amount advanced to the Advance Account ag at 31 December 2016 -
- Mghe An, Vietnam
20 June 2018
-
m__ o = e
Mouyen Huu Luan Dam Thi Thanh Thuy
- Director of Project Management Unit PMU's Chief Accountant
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Cua Lo Water Supply Upgrading and Expanding Froject
Lean Numbar 3251-WIE

Statement of loan withdrawals

for the period from 17 February 2016 to 31 December 2016

There was no loan withdrawal relating to Loan Number 3251-VIE during the pericd from 17 February 2016 to 31
December 2016,

Mghe An, Vietnam

20 June 2018
] f-
" " s
F
Nguyen Huu Luan Dam Thi Thanh Thuy
Director of Project Management Linit PMU's Chief Accountant



g Cua Lo Water Supply Upgrading and Expanding Project
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Statement of actual expenditures
y and budget

for the period from 17 February 2016 to 31 December 2016

For the pericd from 17 February 2016 to 31 Decembar 2018

Actual Budget %% of actual
expenditures expenditures {i} expenditures Yariances
VHD VHND over budget VMO
Reszettlement and land acquizitions - 4 = i
& Construction warks z = . L
Equipment - & - -
Consulting services = = 4 =
Interast and commitment charge 368,051,300 350,500.000 102% 5.451.300
Praject management expanzes - = = -
=5 366,051,300 360,600,004 102% 5,451,300
i Source of the budgel expenditures is in accordanse with Expenditures Plan for the years 2016 and 2017

prepared by Project Management Linit — Cua Lo Water Supply Joint Stock Company in September 2017

= Mghe &n, Wietnam
20 June 2018

S |

#

Nguyen Huu Luan Bam Thi Thanh Thuy
Director of Project Management Unit PMU's Chief Accountant




Cua Lo Water Supply Upgrading and Expanding Projact
Loan Humber 3251-VIE

Notes to the financial statements

for the period from 17 February 2016 to 31 December 2016

Ts The Project

On 23 May 2013, the Social Republic of Vietnam of Vietnam ("Borrower”) signed Loan Agreemsant No. 2961-VIE -
Viet Mam \Water Sector Investment Program - Project 2, OCR fund of ADB, with Asian Development Bank (“ADB"),
The financing amount under the Loan Agreement is U50212 million which allocated to the following water supply
companies {"W3Cs"):

liems FProject Holders Millian USD
Sub-Project 1: Binh Duong BIAASE 38,90
Sub-Project 2: Dak Lak OARWATO 24.59
Sub-Froject 2; Da Mang CAWECT 3000
Sub-Project 4 Hai Fhong HPWWSEO 5680
Sub-Projact 5 CQuang Tri OTWASLICO 2050
Sub-Project 5: Thua Thien Hue HUEWACD 3516
Nan-Physical Investmeants Orhar WSCs 5.05
Total 212,00

Subsequently on 19 November 2015, the Scocial Republic of Vietnam of Vietnam ("Borrower”) continuously signed
Lean Agreement Ma. 3251-VIE - Viet Nam VWater Sector Investment Program - Project 3, OCR fund of ADE, with
Asian Development Bank ("ADE"). The financing amount under the Loan Adreement is USD142.5 million which
allocated to the following water supply companies (WSCs"):

Project Holders q Milllon USD
Luang Nam Waisr Supply and Sewerage JSC 2330
Mghe An Water Supply Single Crwner Co., Ltd 18 98
Cua LoWater Supply Joint Stock Company 12.48
Thai Hoa Water Supply Single Crwner Co., Ltd 921
Song Chu Water Supply Single Cwnar Ce., Lid Z8.E8
Bac Gigng Watar Supply and Sawerege Single Owner Co.. Lid 18.595
Thai Nguyen Water Supply Jeint Stock Company Z343
Interast and carmmiiment charge allacated 1o WSCs - 743
Tatal 142,50

Linder the Subsidiary Loan Agreement dated 8 July 2013 for Loan Agreement No 2881-VIE and Subsidiary Loan
Agreement dated 11 May 2016 for Loan Agreement No 3251-VIE, the Social Republic of Vietnam agresd Cua Lo
Water Supply Joint Stock Company ("CUALCWACO") on-lending amounts of maximum USD370,000 and
LISD3,190,.000, respectively to implemeant Cua Lo Water Supply Upgrading and Expanding Project ("the Projsct’)
with counterpart fund committed from CUALCWACD of USD2,810,000. Total financing under Subsidiary Loan
Agreements are allocated by categories as follows:



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

Counterpart fund from

Mo,  Categories ADB fund CUALOWACO Milllon USD
1 Constrizction work and equipment expense 585 - 985
2 Project adminisirative sxpanses - 037 037
3 Censulting services for construction investment 1.38 - 1.38
4 Taxas - 1.48 1.48
5 Compensation and site clearance expense - 027 OET
' B Provision expanse 1=¥5 0.63 238
T Interast, commitmert and bank charges 0.57 - 0.87
: B Othar expenses . [ D18
= Total 13,56 291 16,47

The objectives of the Project are;
+  Build a water plant with capacity of 10,000 m3 per day;
i +  Construction of pipeline and distribution pipe D100-400;
«  Investing in pipeline network services D40-00;
+  Construction of a booster pump station, office building and auxiliary facilities; and

+  Imstall water supply points for 7352 households.

The Project Management Unit's office is located at Block 1, Mghi Tan Ward, Cua La Town, Naghe An Province

Vietnam,
- 2. Fiscal year and accounting currency
2.1 Fiscal year

The first fiscal yvear of the Project for Loan Agreement Mo, 3251-VIE is from 17 February 2016 {effective date) to 31
December 2016. The following fiscal year is from 1 January to 31 December.

2.2 Accounting currency

The accounting records of the Project are malntained in Vietnamesa Dong (WMD", The financial statements ars
prepared in Vietnamese Dong except for the Advance Account statement and Statement of loan withdrawals, whicn
are prepared in the original currency of United States Dollars ["USD") as required by the Aszian Development Banx

3. Accounting policies

i
W | 31 Basis of preparation of financial statements

The financial statements, expressed in Vietnamese Dong ("WND"), are prepared under the requirements of Asian
Development Bank and in accordance with Vietnamese Accounting Standards, specifically Circular 200/2014/7T-
BTC dated 22 December 2014 by the Ministry of Finance and other applicable requirements, which are set out
belaw,

3.2 Foreign exchange

2 Monstary assets and liabiliies denominated in currencies ather than YWD are translated info VMDD at rates of
exchange ruling at the balance sheet date. Transactions arsing in currencies other than the reparting currency of
WHD are translated at the prevailing exchange rates at transaction dates. Foreign exchange differences arising on

. translation are recognized separately in the staterment of income and expenditures for the purpose of reconciliation of

= balance as al beginning and closing accounting period.




Cua La Water Supply Upgrading and Expanding Project

Loan Mumber 3251-VIE

23 Recognitions of scurces and uses of fund

Froject sources and uses of fund are recognised as follows:

Loan from Asian Development Bank: Funds are recognised when direct payment fram ADE to suppliers
orfand receipts from ADE to Advance Account except for Interest and commitment charge from ADE loan
are recorded to expenditures and income based on accrual basis:

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

- Expenditures are recognised when incurred,

3.4 Advance

Advances to contractors are recorded as expenditure when they are cleared (1.e, when related activities are
completed and the supporting documents have been submitted to and approved by the Project management unit for

advance clearance).

s Payables

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

services recelved,

4. Loan from Asian Development Bank

Direct payrents
Inigrest and eommitment charge

For the period from 17 Februany 2016 12 31 December 2016

UsD WMD equivalent
16,322.63 366051300
16,322.63 266,051,300

43 Expenditures

Far the peried from 17 February 2016 1031 December 2016

Loan fram ADE Counterpart fund Total

WHD WND U 1

Resettfament and land acquisitiong - - -
Construction works = = <
Equipment = -
Consulting services - - -
Interast and cormimitrmsnt changa g5 051,300 368,051,300
Froject management expenses i - -
388,051,300 366,051,300




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

i 6. Reconciliations between expenditures and disbursements

Irterast and

Accumulated commitment charge Accumulated

expandiiures to from ADB fund disbursements to

. 31 Decamber 2016 [Mate 4) 31 December 2016
B WHD WD WD
i Reszettlement and land acquisitions . . .

Construgtinn warks = = .
§ Equipment = . &
Consulting sarvicas e . .
Interest and commitmant chage 366,051.200 [366.051.300 -

Project maragement expenses - . B =
366,051,300 [366,051,300) -

s Approval for issuance of the financial statements

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

G PHAN
| CAR NUIGC

A uan Dam Thi Thanh Thuy
Froject Management Linit FPL's Chief Accountant




