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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 submits its report together with the audited financial statements of the Cua Lo Water

Supply Upgrading and Expanding Project — Loan No. 3251-VIE (‘the Project”) for the year ended 31 December 2019
(“the year”).
The Project Management Unit

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

Project Management Unit

Mr:Nguyen Huu Luan Director of Project Management Unit.
Mr. Nguyen Dau Luong Deputy Director of Project Management Unit
Ms. Dam Thi Thanh Thuy Chief Accountant of Project Management Unit

Statement of the Project Management Unit

The Project Management Unit is responsible for preparing Financial Statements for the year ended 31 December
2019 which give a true and fair view of:

+ the financial position of the Project;

+ the funds received and expended for the year,

e the cash flow during the year;

s the activities of the advance account for the year and the balance of this account as at 31 December 2019,
+ the funds withdrawn for the year; and

s 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
3251-VIE between Socialist Republic of Vietnam and Asian Development Bank ("ADB") and the Project
Administration Manual;

+ make judgments and estimates that are reasonable and prudent;

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

+ design and implement an effective internal control system for the purpose of properly preparing and presenting
the financial statements so as to minimise errors and frauds.

The Project Management Unit [s responsible for ensuring that proper accounting records are kept which disclose,
with reasonable accuracy at any time, the financial position of the Project and to ensure that the accounting records
comply with the accounting system as described in Note 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 Loan Agreement No. 3251-VIE as well as legal
requirements applicable to the Project. They are also responsible for safeguarding the assets of the Project and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

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



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

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 Cua Lo Water Supply Upgrading and Expanding Project - Loan No. 3251-VIE as at 31 December
2019, the funds received and expenditures, Statement of cash flow for the year then ended, the balance of the
Project’s Advance Account for the Loans from ADB as at 31 December 2019 as well as movement of this account
for the year then endedand statements of actual expenditures and budget, in accordance with the accounting
policies as described in Note 3 to the financial statements. In the opinion of the Project Management Unit, the loan
withdrawals have been adequately reconciled to the statemenis of expenditure prepared by the Project during the

Nghe An, Vietnam
20 June 2020
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Grant Thornton (Vietnam) Limited

18th Floor
x ] Hoa Binh International Office Building
Independent Auditors’ Report 106 Hoang Guoe Viet Stree
C_au Giay District, Hanoi
on the financial statements of Vietnam
Cua Lo Water Supply Upgrading and Expanding Project T +84 24 3850 1686
Loan Number 3251-VIE F +84 24 3850 1688

for the year ended 31 December 2019

No. 16-11-239-8

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 2020, which
include Balance Sheet as at 31 December 2019, 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 year then ended, 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 opinion, the accompanying financial statements give a true and fair view, in all material respects, of the
financial position as at 31 December 2019 as well as of the funds received and expenditures and the cash flows of
the Project for the year then ended in conformity with the accounting policies described in Note 3 of the Notes to the
financial statements.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditors’ Responsibilities 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 basis 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 Note 3 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 error.

grantthornton.com.vn
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Auditors’ Responsibility for the financial statements

Our objectives are to obtain 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 a high level of assurance, but is not a guarantee that an audit conducted in

accordance with ISAs 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 ISAs, we exercise

professional judgment and maintain professional skepticism
throughout the audit. We also:

Identify 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 a material misstatement resulting from
fraud is higher than for one resulting from 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 policies used and the reasonableness of accounting estimates and
related disclosures made by Project Management Unit.

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 deficiencies in internal control that we identify during our audit.

@ 2020 Grant Thomton (Vietnam) Limited. All rights reserved



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

Balance sheet

as at 31 December 2019

Notes 31 December 2019 31 December 2018
VND VND
ASSETS
Cash and cash equivalents 179,342,213 98,746,695
Cash 4 179,342,213 98,746,695
Expenditures 248,369,106,088 178,721,622,944
Project implementation expenditures 8 248,369,106,088 178,721,622,944
TOTAL ASSETS 248,548,448,301 178,820,369,639
RESOURCES
Payables 36,025,626,785 40,897,905,962
Payable to suppliers 5 36,025,626,785 40,897,905,962
FUNDS
Funds 212,464,671,131 137,864,313,292
- Loan from Asian Development Bank 6 206,173,854,573 134,711,458,769
- Counterpart fund 6,290,816,558 3,152,854,523
Foreign exchange differences 58,150,385 58,150,385
TOTAL RESOURCES 248,548,448,301 178,820,369,639
hie An; V
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\_\. P " _\ .
““Nguyen-Huu Luan Dam Thi Thanh Thuy
Director of Project Management Unit PMU'’s Chief Accountant
The notes set out on pages from 12 to 17 form an integral part of these financial statements 6
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Cua Lo Water Supply Upgrading and Expanding Project

Loan Number 3251-VIE

Statement of income and expenditures

for the year ended 31 December 2019

For year ended For year ended Accumulated to

Notes 31 December 2019 31 December 2018 31 December 2019

VND VND VND

INCOME 74,600,357,839 108,687,018,858 212,464,671,131
Loan from Asian Development Bank 6 71,462,395,804 107,918,563,602 206,173,854,573
Counterpart fund 7 3,137,962,035 768,455,256 6,290,816,558
EXPENDITURES 8 69,647,483,144 175,800,504,522 248,369,106,088
Site clearance - - 1,883,233,598
Works 57,807,653,708 164,136,545,427 221,944,199,135
Goods 120,985,000 - 120,985,000
Consulting services 7,006,493,198 10,618,114,470 17,624,607,668
Interest and commitment charge 4,214,913,407 576,986,810 5,610,030,748
Administrative expenses 497,437,831 468,857,815 1,186,049,939
(Deficit)/Surplus of income over expenditures 4,952,874,695 (67,113,485,664) (35,904,434,957)
Foreign exchange differences - 58,150,385 58,150,385
Fund balance at the beginning of the year (40,799,159,267) 26,256,176,012 -
Fund balance at the end of the year (35,846,284,572) (40,799,159,267) (35,846,284,572)

e o i
/.20 June2020°\ "\
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““Nguyen HuuLuan
Director of Project Management Unit

Dam Thi Thanh Thuy
PMU's Chief Accountant

The notes set out on pages from 12 to 17 form an integral part of these financial statements



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

Statement of cash flows

for the year ended 31 December 2019

For year ended For year ended Accumulated to

Note 31 December 2019 31 December 2018 31 December 2019

VND VND VND

RECEIPTS 74,600,357,839 108,687,018,858 212,464,671,131
Loan from Asian Development Bank 71,462,395,804 107,918,563,602 206,173,854,573
Counterpart fund 3,137,962,035 768,455,256 6,290,816,558
DISBURSEMENTS 9 74,519,762,321 108,869,683,539 212,285,328,918
Site clearance - - 1,883,233,598
Works 64,680,453,350 101,392,712,470 188,897,417,815
Goods 120,985,000 - 120,985,000
Consulting services 5,005,972,733 6,431,126,444 14,587,611,818
Interest and commitment charge 4,214,913,407 576,986,810 5,610,030,748
Administrative expenses 497,437,831 468,857,815 1,186,049,939
(Deficit)/Surplus of sources over uses of funds 80,595,518 (182,664,681) 179,342,213
Foreign exchange differences - - -
Cash balance at the beginning of the year 98,746,695 281,411,376 -
Cash balance at the end of the year 179,342,213 98,746,695 179,342,213

Ao

'Q‘-,_;&Nghﬁh__ uu Luan
Director of Project Management Unit

Dam Thi Thanh Thuy
PMU's Chief Accountant

The notes set out on pages from 12 to 17 form an integral part of these financial statements



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

Statement of advance account

For the year. For year ended 31 December 2019

Account numbers: 403841000000536

Depository Bank: The Vietnam Development Bank — Nghe An Branch
Address: No 45, Duy Tari Road, Hung Phuc Ward, Vinh City, Nghe An
Credit Agreement: No. 3251-VIE

Currency: uUsD

For year ended
31 December 2019
usb
Part A- Account activity
Opening balance as at 1 January 2019 -
Add:
Advance from ADB during the year =
Less:
Total amount withdrawn from Advance Account -
Closing balance as at 31 December 2019 -

Part B- Account reconciliation

Amount advanced by ADB at 1 January 2019 -
Amount advanced by ADB during the year -
Outstandiﬂg amount advanced to the Advance Account as at 31 December 2019 -

Account balance as at 31 December 2019 -
Add:

Amount withdrawn but not yet claimed -
Outstanding amount advanced to the Advance Account as at 31 December 2019 -

e

- — Y

“Nguyen-Huu Luan Dam Thi Thanh Thuy
Director of Project Management Unit PMU’s Chief Accountant

The notes set out on pages from 12 to 17 form an integral part of these financial statements 9
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Cua Lo Water Supply Upgrading and Expanding Project
Loan Number 3251-VIE

Notes to the financial statements

for the year ended 31 December 2019

1. The Project

On 23 May 2013, the Social Republic of Vietnam of Vietnam (“Borrower™) signed Loan Agreement No. 2961-VIE -
Viet Nam Water Sector Investment Program - Project 2, OCR fund of ADB, with Asian Development Bank (“ADB"}.
The financing amount under the Loan Agreement is USD212 million which allocated to the following water supply
companies ("WSCs"):

items Project Holders Million USD
Sub-Project 1: Binh Duong BIWASE 39.90
Sub-Project 2: Dak Lak DAKWACO 24.59
Sub-Project 3: Da Nang DAWACO 30.00
Sub-Project 4: Hai Phong HPWWSCO 56.80
Sub-Project 5: Quang Tri QTWASUCO 20.50
Sub-Project 6: Thua Thien Hue HUEWACO 3516
Non-Physical Investments Other WSCs 6.05
Total 212.00

Subsequently on 19 November 20185, the Social Republic of Vietnam of Vietnam {"Borrower”) continuously signed
Loan Agreement No. 3251-VIE - Viet Nam Water Sector Investment Program - Project 3, OCR fund of ADB, with
Asian Development Bank (“*ADB"). The financing amount under the Loan Agreement is USD142.5 million which
allocated to the following water supply companies ("“WSCs"):

Project Holders: Million USD
Quang Nam Water Supply and Sewerage JSC 23.30
Nghe An Water Supply Single Owner Co., Ltd 18.86
Cua Lo Water Supply Joint Stock Company ) 12.48
Thai.Hoa Water Supply Single Owner Co., Ltd 8.21
Song Chu Water Supply Single Owner Co., Ltd ‘ 28.68
Bac Giang Water Supply and Sewerage Single Owner Co., Ltd 18.96
Thai Nguyen Water Supply Joint Stock Company 23.42
Interest and commitment charge aliocated to WSCs 7.49
Total 142.50

Under the Subsidiary Loan Agreement dated 9 July 2013 for Loan Agreement No 2061-VIE and Subsidiary Loan
Agreement dated 11 May 2016 for Loan Agreement No 3251-VIE, the Social Republic of Vietnam agreed Cua Lo
Water Supply Joint Stock Company (“CUALOWACGC”) on-lending amounts of maximum USD370,000 and
USD13,190,000, respectively to implement Cua Lo Water Supply Upgrading and Expanding Project {“the Project”)
with counterpart fund committed from CUALOWACO of USD2,910,000. Total financing under Subsidiary Loan
Agreements are allocated by categories as follows:

12
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3.2 Foreign exchange

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

Counterpart fund from

No. Categories ADB fund CUALOWACO Million USD
1 Construction wark and equipment expense 9.85 - 9.85
2 Project administrative expenses - 0.37 0.37
3 Consulting services for construction

investment 1.39 - 1.39
4 Taxes ) - 1.48 1.48
5 Compensation and site ¢clearance expense - 0.27 0.27
8 Provision expense 1.75 0.63 2.38
7 Interest, commitment and bank charges 0.57 - 0.57
8 Other expenses - 0.16 0.16

Total 13.56 2.91 16.47

The objectives of the Project are:

«  Build a water plant with capacity of 10,000 m3 per day;

+  Construction of pipeline and distribution pipe D100-400;

» Investing in pipeline network services D40-90; -

«  Construction of a booster pump station, office building and auxiliary facilities; and
+  install water supply points for 7352 households.

The Project Management Unit's office is located at Block 1, Nghi Tan Ward, Cua Lo Town, Nghe An Province,
Vietnam.

2. Fiscal year and accounting currency

21 Fiscal year

The first fiscal year of the Project for Loan Agreement No. 3251-VIE is from 17 February 20186 (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 maintained in Vietnamese Dong (“VND7). 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.

3. Accounting policies

3.1 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 Viethamese Accounting Standards, specifically Circular 200/2014/TT-
BTC dated 22 December 2014 by the Ministry of Finance and other applicable requirements, which are set out
below.

Monetary assets and liabilities denominated in currencies other than VND are translated intc VND at rates of
exchange ruling at the balance sheet date. Transactions arising in currencies other than the reporting currency of
VND are translated at the prevailing exchange rates at fransaction dates. Foreign exchange differences arising on
franslation are recognised separately in the statement of income and expenditures for the purpose of reconciliation
of balance as at beginning and closing accounting period.

13
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Cua Lo Water Supply Upgrading and Expanding Project
Loan Number 3251-VIE

33 Recognitions of sources and uses of fund

Project sources and uses of fund are recognised as follows:

- Loan from Asian Development Bank: Funds are recognised when direct payment from ADB to suppliers
or/and receipts from ADB 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 CUALOWACO to suppliers or/and receipts . ..

advance to pay for operating expenses of Projects frorn CUALOWACO; and

- Expenditures are recognised when incurred.
34 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 Payables

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

services received.

4, Cash
31 December 2019 31 December 2018
VND VND
Cash on hand 178,321,069 97,727,590
Cash in bank 1,021,144 1,019,105
179,342,213 98,746,695

5. Payable to suppliers

31 December 2019

31 December 2018

VND VND
Company of Economic Cooperation ' - 978,325,000
Joint venture of Vietnam Water and Environment Joint Stock Company and
MEINHARDT Construction Consultancy Co., Ltd. (Vietnam) 2,978,845,465 -
Ha Huy Co., Ltd 28,125,833,970 27,538,974,620
Vietnam Water, Sanitation and Environment Joint Stock Company 1,609,236,046 7,693,277,905
Vinaconex 12 JSC 3,311,711,304 4,687,328,437
36,025,626,785 40,897,905,862
14
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Cua Lo Water Supply Upgrading and Expanding Project

Loan Number 3251-VIE

10. Reconciliations between expenditures and disbursements

Reconciliation between accumulated expenditures up to 31 December 2019 and disbursements up to 31 December

2019 as follows:

Accumulated

Accumulated

expenditures to  Payables to suppliers  Foreign exchange disbursements to

31 December 2019 (Note 6) differences 31 December 2019

VND VND VND VND

(a) (b) (c) (d)=(a)-(b)-(c)

Site clearance 1,883,233,598 - - 1,883,233,598
Works 221,944,199,135 33,046,781,320 B 188,897,417,815
Goods 120,985,000 - - 120,985,000
Consulting services 17,624,607,668 2,978,845,465 58,150,385 14,587,611,818
Interest and commitment charge 5,610,030,748 - - 5,610,030,748
Administrative expenses 1,186,049,939 - - 1,186,049,939
248,369,106,088 36,025,626,785 58,150,385 212,285,328,918

11.  Approval for issuance of the financial statements

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

Nguynn’ﬁuuxﬂuan
Director oFPro;ect Management Unit

Dam Thi Thanh Thuy
PMU's Chief Accountant
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