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I. Auditor’s Opinion
Auditor’s Opinion

To Project Leading Group Office for Wuzhou Urban Development
Financed by the Asian Development Bank

We have audited the special purpose financial statements (from page 6 to
page 22) of Guangxi Wuzhou Urban Development Project financed by
the Asian Development Bank, which comprise the Balance Sheet as of
December 31, 2013, the Summary of Sources and Uses of Funds by
Project Component, the Statement of Implementation of Loan Agreement
and the Special Account Statement for the year then ended, and Notes to
the Financial Statements.

The Responsibility of Project Entity and the Finance Department of
Guangxi Zhuang Autonomous Region for the Financial Statements

The preparation of the Balance Sheet, the Summary of Sources and Uses
of Funds by Project Component and the Statement of Implementation of
Loan Agreement is the responsibility of your entity, while the preparation
of the Special Account Statement is the responsibility of the Finance
Department of Guangxi Zhuang Autonomous Region, which includes:

I. Preparing and fair presenting the accompanying financial statements in
accordance with Chinese accounting standards and system, and the
requirements of the project loan agreement;

Ii. Designing, implementing and maintaining necessary internal control to
ensure that the financial statements are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements
based on our audit. We conducted our audit in accordance with the
Government Auditing Standards of the People’s Republic of China and
International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers
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internal control relevant to the entity’s preparation and fair presentation
of the financial statements 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 entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is appropriate and
sufficient to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements identified in the first paragraph
present fairly, in all material respects, financial position of Guangxi
Wuzhou Urban Development Project financed by the Asian Development
Bank as of December 31, 2013, its financial receipts and disbursements,
the project implementation and the receipts and disbursements of the
special account for the year then ended in accordance with Chinese
accounting standards and system, and the requirements of the project loan
agreement.

Other Matter

We also examined the withdrawal application No.WZ014 and No.WZ015
and the attached documents submitted to the Asian Development Bank
during the period. In our opinion, those documents comply with the
project loan agreement and can serve as basis for loan withdrawal.

The audit report consists of the Auditor’s Opinion and two more parts
hereinafter: Financial Statements and Notes to the Financial Statements,
Audit Findings and Recommendations.

Audit Office of Guangxi Zhuang Autonomous Region
of the People’s Republic of China
June 27, 2014



Address: No. 98, Minzu Avenue, Nanning, Guangxi, P.R. China
Postcode: 530028

Tel.: 86-771-5800259
Fax: 86-771-5800259

The English translation is for the convenience of report users; Please take
the Chinese audit report as the only official version.
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= MEEREMFHEIE

Il . Financial Statements and Notes to the Financial Statements
(—) ReTHX

i. Balance Sheet

e

BALANCE SHEET

20134 12 F| 31 H
(As of December 31, 2013)
TE A RR: TN ITRBRAT R AR N3 7 &R T E
Project Name: Guangxi Wuzhou Urban Development Project Financed by ADB
G EAL: TATR BN L TR DAAAE
Prepared by: Project Leading Group Office for Wuzhou Urban Development
Financed by the Asian Development Bank

s ARTIG
Currency Unit: RMB Yuan

B & i u o 1k B & ok u 1k
Application of Fund d Y Ending Balance Source of Fund 9 g Ending Balance
Balance Balance
—. BHXHAET —. BH&KRE
Total Project Expenditures 688,767,411.75 | 1,100,613,438.96 Total Project Appropriation Funds 402,612,879.21 463,150,743.50
1. ST A B Hrb AR
Fixed Assets Transferred 0.00 0.00 Including: Grants 0.00 0.00
2. FEEEIIH . BIHRASIH AN
Construction Expenditures to be 0.00 0.00 Project Capital and Capital 0.00 0.00
Disposed Surplus
3. B Hrb AR
Investments Transferred-out 0.00 0.00 Including: Grants 0.00 0.00
s o= e (e AL
4. &EJ‘}E. . 688,767,411.75 | 1,100,613,438.96 | — IEE{E‘EA. ail 857,292,359.09 935,423,598.77
Construction in Progress Total Project Loan
— Yy R ARy LR A e i VR fH: dh
o BT RALBE AR K 0.00 0.00 L. T H B ek 857,292,359.09 | 935,423,598.77
Investment Loan Receivable Total Project Investment Loan
. vy Y2 4rAN ] (H: Efr
A RISCE P SALIEATSER 0.00 0.00 (1) [E5Miak 343,952,359.00 | 453,583,598.77
Incl:ADB Investment Loan Receivable Foreign Loan
=, BASPTR R R AR Horfr: WPNIFRRAT
Appropriation of Investment Loan 0.00 0.00 Including: ADB 343,952,359.09 453,583,598.77
Incl:Appropriation of ADB Investment 0.00 0.00 IE{/T\DEA” KT 0.00 0.00
Loan
o >~ A 2 A
W %Sﬁ 0.00 0.00 HA = fEf 5 . 0.00 0.00
Equipment Technical Cooperation
. kR =1 Yo A Eih R
Horfr FEALER I 0.00 0.00 0y 0.00 0.00
Incl:Equipment Losses in Suspense Co-Financing
ps R ] (4 f
B R il 143,847,859.61 119,246,292.78 @ H W1EITA 513,340,000.00 481,840,000.00
Total Cash and Bank Domestic Loan
LARATAER 2. HAb g
Cash in Bank 143,847,859.61 119,246,292.78 Other Loan 0.00 0.00
. ik P 7 e - R bk
Hofte k7R 27,934,093.71 52,425378.92 | "> LRI TR 0.00 0.00
Incl:Special Account Appropriation of Investment Loan
294 Hofr: RAWATRER
Cash on Hand 0.00 0.00 Including: ADB Loan 0.00 0.00

J& % (To be continued )




AN~ B B SGER A T bR
Total Prepaid and Receivable 514,561,896.74 286,259,076.65 Bond Fund 0.00 0.00
J . N FRMIE S H
. LS| 7\ 'TT{EFIJ\
FEP BHBCIAT SRS, . 0.00 0.00 Construction Expenditures to be 0.00 0.00
Incl:ADB Loan Interest Receivable Offset
ADB Loan Commitment Fee 0.00 0.00 A Gy 85,175,455.98 105,110,922.48
. Total Payable
Receivable
JZHS AT SR 58 < ki Y 3% o RASIEATOERALE
ADB Loan Service-Fee 0.00 0.00 | ncluding: ADB Loan Interest 0.00 0.00
Receivable Payable
N A AT R ARV 9
(NS
T ffhiEs ” 0.00 0.00 ADB loan Commitment Fee 0.00 0.00
Marketable Securities
Payable
I\ EE B A JSEAST AT SR B8 < ki Y 8%
Total Fixed Assets 0.00 0.00 ADB Loan Service Fee Payable 0.00 0.00
I 52 B A NN REEH AT
Fixed Assets, Cost 0.00 0.00 Other Payables 0.00 0.00
. Fit4riA v IR 4
Less: Accumulated Depreciation 0.00 0.00 Appropriation of Fund 0.00 0.00
[ 5 B3 71 E RN 1 LON
Fixed Assets, Net 0.00 0.00 Retained Earnings 2,096,473.82 2,433,543.64
[i] 52 B B
Fixed Assets Pending Disposal 0.00 0.00
RpAb BRI 5 BE
Fixed Assets Losses in Suspense 0.00 0.00
TR A AN R SIEVE -
i a it 1,347,177,168.10 | 1,506,118,808.39 sEkRG T 1,347,177,168.10 | 1,506,118,808.39

Total Application of Funds

Total Source of Funds




(=) FE#EX
1. Summary of Sources and Uses of Funds by Project Component
RnE#EX(—)
SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT I

A E 2013 4 12 F 31 H
(For the period ended December 31, 2013 )

TE AR TMIFRBRATR ) FABNI A LRI E
Project Name: Guangxi Wuzhou Urban Development Project Financed by ADB
GidR e EATRAAB NI T AR TR/ NN E
Prepared by: Project Leading Group Office for Wuzhou Urban Development Financed by ADB
fhEfn: ARTT
Currency Unit: RMB Yuan

A Rit
Current Period Cumulative
. itk
- - AHTERLE
11450 Nl i
ﬁ%ﬁlﬂz@\ *,ﬁkiy Current S B P =4 _
Current Period Current Period . . . Cumulative
Period % Life of PAD Cumulative Actual
Budget Actual Completed %
P Completed
IR N SEEE -
TR 154,580,000.00 138,669,103.97 89.71%- 1,696,420,000 1,398,574,342.27 82.44%
Total Sources of Funds
— E o5 4 B 2H 2R A5 2k
A Mi'ﬂ"ﬂ” _'}ITJ‘_ 126,080,000.00 109,631,239.68 86.95% 680,000,000 453,583,598.77 66.70%
International Financing
L %ggﬁt%ﬂﬁ 126,080,000.00 109,631,239.68 680,000,000 453,583,598.77
— R
— RERE . . 28,500,000.00 29,037,864.29 101.89% 1,016,420,000 944,990,743.50 92.97%
Counterpart Financing
LEBRE
Counterpart without 28,500,000.00 29,037,864.29 466,420,000 463,150,743.50
compensation
L %é& 0.00 0.00 0.00
Provincial
2) Mgk
o 60,000,000.00 60,537,864.29 466,420,000 452,046,943.50
Municipal
» El%?ﬁ_ﬁ—i 0.00 0.00 11,103,800.00
Self-financing
PRER RS
Counterpart with -31,500,000.00 -31,500,000.00 550,000,000 481,840,000.00
compensation
(H-: £fr
3 HAih ik 0.00 0.00 0.00
Other loan
BB AT CEIE N
Total Application of Funds 113,993,900.00 411,846,027.21 1,696,420,000 1,100,613,438.96 64.88%
(by Project Component)
—. FRMIH
Pingminchong 6,907,900.00 303,470,652.71 406,040,000 452,806,840.15 111.52%
component
1P R N s PR B A T
2
Pingminchong 300,252,552.71 391,691,613.96
dwelling environment
improvement project
PRUEINT 2L NS
Xihuanlu Zaochong 3,218,100.00 61,115,226.19
subdistrict

J& 42 ( To be continued )



N

LT T IX R H
Hongling new district
construction component

107,086,000.00

106,055,461.55

99.25%

1,283,920,000

631,650,490.27

49.20%

1. KNGS RIE T
Avenue construction in
front of railway station

5,887,100.00

4,628,090.12

60,084,282.75

2. R Ik R o i
] TR
Electrical pipeline
construction in square
and avenue in front of
railway station

0.00

897,600.00

3. LD HT X BRI AR
Hongling new district road
network construction

101,198,900.00

101,427,371.43

570,668,607.52

\/L

BIRCLEYIEE A%
Capacity development and
institutional building

0.00

0.00

6,460,000

8,699,373.55

134.67%

=

Fil SRR 2
Interest & Commitment
Charges

2,319,912.95

7,456,734.99

Tis

HoAt

Others

=5

Difference

-273,176,923.24

1. MIYGRAE

Change in Receivables

-228,302,820.09

2. NAFEAE
Change in Payables

-19,935,466.50

3. mRERA
Change in Cash and Bank

-24,601,566.83

4. He
Other

-337,069.82




nE#E Xk(Z)

SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT 1II

R ZE 20134 12 A 31 H
(For the period ended December 31, 2013 )

TE AR ENTFRRATR ) FARMNI T X RIE

Project Name: Guangxi Wuzhou Urban Development Project Financed by ADB

RN TATR AR T LR TAEA T/ MNASAE

Prepared by: Project Leading Group Office for Wuzhou Urban Development Financed by ADB

femefn ARTT
Currency Unit: RMB Yuan

TH A
Project Component

TiH 3
Project Expenditure

itz EAAF B
Cumulative Amount Assets Transferred
I e 5 WE = P HIERE =
Fixed Asset Current Asset Intangible Asset Deferred Asset

EE TR
Work in Progress

Gudi=ba
Construction
Expenditures to be
Disposed

B
Investments
Transferred-out

— CFRAEH

LT 452,806,840.15 452,806,840.15
Pingminchong component
— ST 0 38 L ﬁ
— LTI BT H . 631,650,490.27 631,650,490.27
Hongling new district construction component
j— &b 74
-~ DURIRE T g N - 8,699,373.55 8,699,373.55
Capacity development and institutional building
V9. RS E
Interest & Commitment Charges 7:456,734.99 7:456,734.99
&t
1,100,613,438.96 1,100,613,438.96
Total
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(Z) BHMBEHATIRIAE
Ii. Statement of Implementation of Loan Agreement

BRI ATE LK

STATEMENT OF IMPLEMENTATION OF LOAN AGREEMENT

AH#E 20134 12 A 31 H
(For the period ended December 31, 2013 )

TEAH: EAFRRIT

S, 4
Aﬁfﬁ%\

AR MR T R R

Project Name: Guangxi Wuzhou Urban Development Project Financed by ADB

Gt ATRAAEMIRT LR TR ML AE

Prepared by: Project Leading Group Office for Wuzhou Urban Development Financed by ADB

RemEfn ZUART T
Currency Unit: USD/ RMB Yuan

1% 58 PR AR R Rt
ES il Loan Amount Current-period Withdrawals Cumulative Withdrawals
Category ESH S e AR eV faE AR
usD uUsD RMB usD RMB
1. %
87,600,000.00 11,346,051.31 69,175,740.23 62,225,676.58 379,383,727.54
Civil Works
2. W
5,749,000.00 804,445.29 4,904,622.49 804,445.29 4,904,622.49
Equipment
ol . L
3. HeARRRALIE 2,400,000.00 250,418.84 1,526,778.63 1,384,038.60 8,438,344.94
Consulting Service & Training
] SRR i 2
4. IR 4,251,000.00 380,506.97 2,319912.95 1,196,727.14 7,296,325.70
Interest & Commitment Charges
A 4
5. A4 0.00 6,892,793.29 42,024,671.41 8,784,887.09 53,560,578.10
Imprest Account
S
'Tu ‘Jrl 100,000,000.00 19,674,215.70 119,951,725.70 74,395,774.70 453,583,598.77
otal

11




() TRKF#x

Iv. Special Account Statement

THRKF #&X
SPECIAL ACCOUNT STATEMENT

A E 20134 12 F| 31 H
(For the period ended December 31, 2012)
TEAM: TMTFRBATRR) ERMNMTLRIE  JT PATAR: & EAERRATE TR AT

Project Name: Guangxi Wuzhou Urban Depository Bank: Taoyuan Bussiness Dept.,
Development Project Financed by ADB Nanning Branch, China Construction Bank
R#5: 2491-PRC JK £:45014021900220101253
Loan No. 2491-PRC Account N0.:45014021900220101253
iR TR B e R TET REME: 2R

Prepared by: The Finance Department of Guangxi Currency: USD

Zhuang Autonomous Region

A Gy AL IR U &
Part A-Account Activity for the Current Period Amount

WA 1,904,042.75
Beginning Balance

s
Add:

ASSYIAT (1] S A5

19,293,668.73
Total Amount Deposited this Period by ADB

IR BN B FENE K 85

2,693.13
Total Interest Earned this Period if Deposited in Special Account

AHAAREHE S A H0 0.00
Total Amount Refunded this Period to Cover Ineligible Expenditures

Wb
Deduct:

A AT B

13,195,825.31
Total Amount Withdrawn this Period

AR ABFEAE AT A 1R S e s
Total Service Charges this Period if not Included in Above Amount 40.00
Withdrawn

AR

8,004,579.30
Ending Balance

J& % (To be continued )
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B . L K
Part B-Account Reconciliation

EA

Amount

1.

TEINFF R AT T IRAER S
Amount Advanced by ADB

10,000,000.00

YU
Deduct:

N

- MEPHITAARAT [ B

Total Amount Recovered by ADB

1,215,112.91

w

- AR K RAE K

Outstanding Amount Advanced to the Special Account at the End of this Period

8,784,887.09

~

- R AR AR

Ending Balance of Special Account

8,004,579.30

Bm:
Add:

(%]

- BRI O H TR R [ b A

Amount Claimed but not yet Credited at the End of this Period

211,053.07

TR LR Kl
Application No. Amount

Wz015 211,053.07

211,053.07

(2]

- AERPIAR CSOAHE MR H I RK S8

Amount Withdrawn but not yet Claimed at the End of this Period

583,856.64

~

MRS B RS (WS AE 5 A6 A

Cumulative Service Charges (If not Included in Item 5 or 6)

180.00

P
Deduct:

(o)

- FURWN RN I 853

Interest Earned (If Included in Special Account)

14,781.92

©

- AR L K AR A

Total Advance to the Special Account Accounted for at the End of this Period

8,784,887.09

13




(7)) WM4HkfE
it ok MHE

=

TN K BRAT K AE NI T &K T E 4%k T 4 2491-PRC, g &
W ITIZ I E B E e, MRHR T RAMPRERE, FEL DR
B, BIERIMMFTRE S, REWMTHFKERG 64, B
TSR R B TAZ L, PAMTAER, B W RS, TEW
W, AEERAEERRERHLHIE. TETEHNEELHET RAE
ARh . LTIART KB W 2R R U R E RE TR AR G TE
T 2009 4E 4 F 29 H 43T, 2009 46 7 F 28 H A%, JFEit%l 2014 £
12 A 31 BErmrAM, 2 MNFLBATERE, ZEH=E 2016 4 12 A 31
HRrxM. BEITREETRNART 1,606,420,000 jT, H A T M FF
KARAT 522K & 8 4 100,000,000 % 6, & A K 680,000,000 JT.

2. Wt -4k e 36 B

A G545 3 B G 61 6 B L HE AR N T R R EVR R 2R R IR E
SE B - IR v 7 0B VR L T MAT DX B D 2 0 ORI R B R U T
AR AT IHE W BTRSIR EALK B 8 R BUT « A M R A
LTRIKF Ao eIk P k.

3. TELUTHK

3.1 AT HE M & REIEE MBI (ERABRITRATE 2L E T
EY (WMFFF (2000) 13 5 ) WER .

322U EEE XA A ESH, NARGF 1A 1EBE 12 A 31

33ARTEHASHEEN “MT AR ENILKEN, XAKERE
DK E DK, UARTHIEKALMLT.

3.4 #HEE A RARAT 2013 4 12 A 31 HILZE, B USDI=A R

14



T 6.0969 TT.

4.4 & FHE LA

4.1 JUE FH

2013 £ 5 B % A R T 411,846,027.21 7T, ¥ EE K& NE KE
FEN DLRT 4 & T -7 R 730 B 8937 i # M2 20 279,111,343.57 T4 4
AT AR E A 2R S 132,734,683.64 T (AL 541 B T R o
ANJE IR IE TAZ T E #4125 -1,333,866.37 T fn 4k 248 M w1
LTIAHT X B TAETE 80 w4 32-7,683,637.41 T ), BT HAR
M 1,100,613,438.96 71, & 34| H 64.88%.

4.2 TR A

2013 4 12 A 31 H e i W eR H A AK T 119,246,292.78 7r, th
FERDART 24,601,566.83 6, HFEHERXWETERHKS AR
r& AR T 4880311953 T, M T MK E L A KF £ F
3,622,259.39 Ju, A&/ JKF &% 66,820,913.86 TT.

4.3 FAF B R YR

2013 4 12 A 31 H &% 4 AR T 286,259,076.65 71, £ & it
M. HFiEAME. o BN MRS HH. Hd: Fts LHEs
HOGAE M AR 130,274,320 TT; AT VLT R M T BOR B4k b B 2004
36#. 37#EHGNT 25K 1,488,814 71; HF X ER AN F I 17
#. 194 ML+ E TR 4,154,700 1; HTL A BER IARNE
TS 3H M B L ETRER 914447049 1. MK T I BUE &2
137,500,000 7t; [E £ ¥R fig & ol B & PF L # M2 3K 3,000,000 IT .

4.4 T E KK

2013 £ 12 F 31 H A H A4 AR T 463,150,743.50 75, 45N i It
BR ZH B AR 4 452,046,943.50 TR AR &NE H L H 11,103,800
TG

TH iR BE R AR FART 1,016,420,000 7T, 4 F 2013 4 12
H 31 B #|{rf £ AR T 944,990,743.50 76, it K| H 92.97%, H
TR EERASEFART 466,420,000 T, Eit#{L AR T
463,150,743.50 70, & it%| e 99.30%; [E KL RAT IR B K4

15



# A K T 550,000,000 75, ZitEM{w A K T 481,840,000 76, & itk Hy
87.61%.

4.5 B & %

2013 48 12 A 31 H &% 4 AR ™ 935,423,598.77 71, H: T
T & ARAT 52 2K B A 74,395,774.70 % 70, 14 A K T 453,583,598.77 T;
A BT b 4R AT 4% K 481,840,000 TG

#ZE 2013 F 12 A 31 H, B ERIEMNAFRKBTRXTE
7439577470 XU, HRAREHE 7440%. HF: THERXRITERK
62,225,676.58 % 70, 7 1% K 1T X 89 71.03%; 3% % 2 2 1148 X 804,445.29
X0, dIZERICKIM 18.99%; #4 KB AHIAGHE K K B AR
1,384,038.60 X0, HiZKitX|M 57.67%; F| K KA H BT
1,196,727.14 £ 70, & iz £t 28.15%; J& 4 4 8,784,887.09 % 7.

4.6 R fFK

2013 4 12 A 31 H &% 4 AR T 105,110,922.48 1., £ZEZ Mt
RN T T AR A AE (K Essh i KEITE ) R HZ QG R T
. Hf: NAAMTERHERAT K FEB A8 TER
62,760,000 JT; 7R A&/ 8] R A E P AR IR AN R T2 K 3,875,200
T HRARNE AT 373 PARICK FE b sk A TAE 3K 20,597,286.16
T R AN E AT 498 PR I R R 3R #ME 2 17,500,000 TG

4.7 B BN
2013 4F 12 F 31 H &% AR T 2,433,543.64 71, ¥ B2 RITHZR
;I:]J i%\ le)\o

5.% F K P R 1% UL
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v. Notes to the Financial Statements

Notes to the Financial Statements

1. Project overview

The Loan No. of Guangxi Wuzhou Urban Development Project Financed
by ADB is 2491-PRC. It aims to through implementing the project,
thoroughly remove a hidden danger of geohazard in Pingminchong valley
and establish a scroll mode to gradually renovate other geohazard sites,
and improve municipal ability of geohazard prevention; through
construction of road network in Hongling - a new urban area, expand
urban framework and the development space, and perfect urban function
and improve residents’ living environment and investment environment.
The main project activities include the Pingminchong valley geohazard
resettlement and prevention, Hongling road network and related
infrastructure and developing a geohazard forecasting and early warning
system. The Project Agreement was signed on April 29, 2009 and entered
into effect on July 28, 2009. The original plan that the account of the
project will be closed before December 31, 2014 has been postponed to
December 31, 2016 upon consent by the Asian Development Bank. The
total investment plan of the project was RMB1,696,420,000 yuan, among
which the total ADB loan amount was USD100,000,000, equivalent to
RMB680,000,000 yuan.

2. Consolidation Scope of the Financial Statements

Consolidation scope of the financial statements covers the financial
statements of the incomes and expenditures of three sub-projects of
Pingminchong valley geohazard resettlement and prevention, Hongling
road network and related infrastructure and developing a geohazard
forecasting and early warning system implemented by Dongtai State
Assets Operation Co., Ltd as well as the Special Account Statements of
Finance Department of Guangxi Zhuang Autonomous Region and the
Statement of Revolving Fund Account of Wuzhou Municipal Finace
Bureau.

3. Accounting Policies

3.1 The Financial Statements of the project were prepared according to
the requirements of Accounting Methods for the World Bank Financed
Project (Caijizi[2000]No0.13) .
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3.2 In accounting practice, the Gregorian calendar year is adopted as the
fiscal year from January 1 to December 31.

3.3 The accrual basis and the debit/credit double entry bookkeeping
method are adopted. RMB is used as the recording currency of
bookkeeping.

3.4 The exchange rate adopted in the financial statements was the
exchange rate on December 31, 2013 of the People’s Bank of China,
which is USD1= RMB6.0969 yuan.

4. Explanation of Subjects
4.1 Total project expenditures

The project expenditure in 2013 was RMB411,846,027.21 yuan, which
mainly included, in this year, Dongtai State Assets Operation Co., Ltd
had the compensation for demolition of RMB279,111,343.57 yuan that
paid in advance for sub-project of Pingminchong valley geohazard
resettlement and prevention in previous years carried-over spent and the
actual expenditures of sub-projects of RMB132,734,683.64 yuan in this
year (including the exchange gains and losses occurred in this year that
apportioned to sub-project of Pingminchong valley geohazard
resettlement and prevention of RMB-1,333,866.37 yuan and apportioned
to sub-project of Hongling road network and related infrastructure of
RMB-7,683,637.41 yuan), the cumulative expenditures were
RMB1,100,613,438.96 yuan, which accounted for 64.88% of the total
investment plan.

4.2 Cash and Bank

The balance on December 31, 2013 was RMB119,246,292.78 yuan, a
decrease of RMB24,601,566.83 yuan compared with that of the last year,
including the deposit in the special account set in Finance Department of
Guangxi  Zhuang  Autonomous Region was converted to
RMB48,803,119.53 yuan, the balance in the special account set in
Wuzhou Municipal Finance Bureau was RMB3,622,259.39 yuan, the
balance in the account of Dongtai State Assets Operation Co., Ltd was
RMB66,820,913.86 yuan.

4.3 Prepaid and Receivable

The balance on December 31, 2013 was RMB286,259,076.65 yuan,
mainly the prepayments for land acquisition, compensation for
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demolition, Hongling road network construction, etc. Including prepaid
Land Resource Reserve Center of RMB130,274,320 yuan for
compensation for land acquisition, prepaid Xin Tian Di Municipal
Environmental Landscaping Company, Zhejiang Province of
RMB1,488,814 yuan for project fund of road greening for Road No. 36
and Road No0.37 of sub-project of Hongling road network and related
infrastructure; prepaid Hong Yu Construction Group Co., Ltd of
RMB4,154,700 yuan for construction of road No. 17 and road No. 19 of
sub-project of Hongling road network and related infrastructure; prepaid
Wan Li Construction Engineering Company of RMB9,144,470.49yuan
for construction of road No. 3 in west section of sub-project of
Hongling road network and related infrastructure; receivable for fund of
RMB137,500,000 yuan borrowed by municipal finance bureau;
receivable for compensation for demolition of RMB3,000,000 yuan
temporarily borrowed by Land Resource Reserve Center.

4.4 Project Appropriation Funds

The balance on December 31, 2013 was RMB463,150,743.50 yuan,
including the counterpart fund of RMB452,046,943.50 yuan allocated by
Finance Bureau of Wuzhou Municipality and RMB11,103,800 yuan
raised by Dongtai State Assets Operation Co., Ltd.

The total planned counterpart funds of this project were
RMB1,016,420,000 yuan, by the end of December 31, 2013,
RMB944,990,743.50 yuan of the counterpart funds had been allocated,
accounting for 92.97% of the plan, of which the planned counterpart
funds at municipal level were RMB466,420,000 yuan, and
RMB463,150,743.50 yuan had been accumulatively allocated, accounting
for 99.30% of the plan; the total planned loans of domestic commercial
banks were RMB550,000,000 yuan, and the actual cumulative allocated
loans were RMB481,840,000 yuan, accounting for 87.61% of the plan.

4.5 Project Loan

The balance on December 31, 2013 was RMB935,423,598.77 yuan,
including the ADB loan of USD74,395,774.70, equivalent to
RMB453,583,598.77 yuan; loans of domestic commercial banks of
RMB481,840,000 yuan.

By the end of December 31, 2013, accumulated USD74,395,774.70 of the
ADB loan had been withdrawn, accounting for 74.40% of the total,
among which the withdrawal for civil works was USD62,225,676.58,
accounting for 71.03% of the category plan; the withdrawal for goods
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was USD804,445.29, accounting for 13.99% of the category plan; the
withdrawal for capacity development and institutional building was
USD1,384,038.60, accounting for 57.67% of the category plan; the
withdrawal for interest & commitment charges was USD1,196,727.14,
accounting for 28.15% of the category plan; the imprest account was
USD8,784,887.009.

4.6 Payable

The balance on December 31, 2013 was RMB105,110,922.48 yuan,
which were mainly the payable civil works for Wuzhou Urban
Construction & Investment Co., Ltd (which was in charge of the project
of the road leading to railway station ) and the advanced funds of Dongtai
State Assets Operation Co., Ltd for projects, including project funds of
RMB62,760,000 yuan payable to Wuzhou Urban Construction &
Investment Co., Ltd for the project of the road leading to railway station;
project funds of RMB3,875,200 yuan paid in advance by an operating
account of real estate opened by Dongtai State Assets Operation Co., Ltd
for Zaochong residential area; project funds of RMB20,597,286.16 yuan
paid in advance by the Account No. 373 opened in China Construction
Bank by Dongtai State Assets Operation Co., Ltd for the project of the
road leading to railway station; compensation for demolition and
resettlement of RMB17,500,000 yuan paid in advance by the Account No.
498 opened in China Construction Bank by Dongtai State Assets
Operation Co., Ltd for sub-project of Pingminchong valley geohazard
resettlement and prevention.

4.7 Retained Earnings

The balance on December 31, 2013 was RMB2,433,543.64 yuan, mainly
interest earned of bank deposit.

5. Special Account

The Special Account of this project is set in Nanning Branch, China
Construction Bank, with the account number of 45014021900220101253,
and USD as currency unit. The initial Deposit of the Special Account is
USD 10,000,000. This year an amount of RMB1,215,112.91 yuan has
been recovered by ADB, the outstanding amount advanced to the Special
Account was USDS8,784,887.09. The beginning balance of 2013 was
USD1,904,042.75 and the reimbursement in the year was
USD19,293,668.73. This year the interest earned was USD2,693.13 and
the disbursement was USD13,195,865.31. Thus, the ending balance was
USD8,004,579.30.
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6. Other Explanation for the Financial Statements

Caused by foreign exchange gains and losses for years, there are
discrepancies between the difference of the beginning and ending balance
of the ADB loan in the Balance Sheet, and between the current year’s
loan received in the Summary of Sources and Uses of Funds by Project
Component and the amount of current year’s withdrawals (disclosed in
RMB) in the Statement of Implementation of Loan Agreement.
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I11. Audit Findings and Recommendations
Audit Findings and Recommendations

In addition to performing the audit and expressing an opinion on the
financial statements, we also make observations with respect to
compliance with applicable provisions of state laws and regulations and
the loan agreement of the relevant entities, its internal financial control
and project management, project performance and the follow-up of
previous recommendations during the project implementing process. We
found the following issues:

Non-Compliance with State Laws and Regulations or Loan
Agreement

1. Underpaid migrant workers’ wage guarantee, the amount unpaid was
RMB5,514,200 yuan.

The project is implemented by Dongtai State Assets Operation Co., Ltd
(Dongtai Company), which has signed 16 construction contracts with
contractors, such as “Civil work for construction of road No.l of
sub-project of Hongling road network and related infrastructure”, “Civil
work for construction of road No.2 of sub-project of Hongling road
network and related infrastructure”, total winning bids were
RMB673,681,800 yuan. According to the related stipulations of the State,
it necessary to pay migrant workers’ wage guarantee of RMB17,803,900
yuan. By the end of 2013, Dongtai Company and the contractors have
paid migrant workers’ wage guarantee of RMB1,200,000 yuan only, the
amount unpaid was RMB16,603,900 yuan, Because the infrastructure of
Hongling road No.1 and other 9 construction components had been made
completion acceptance, the actually debt of construction work in process
was the amount of RMB5,514,200 yuan. including Dongtai State Assets
Operation Co., Ltd unpaid RMB3,055,100 yuan, the contractors unpaid
RMB2,459,100 yuan.

This practice did not comply with the first point of Circular of
Department of Labor and Social Security and Department of
Construction of Guangxi Zhuang Autonomous Region on Further
Improving the System of Migrant Workers’ Wage Guarantee in
Construction Industry(Guilaoshefa [2009] No.50) , which states that all
construction enterprises who participate in invitation and submission of
tenders for construction projects and apply for construction licenses for
construction projects in Guangxi must execute migrant workers’ wage
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guarantee system and the fourth point of that, which states that the
construction unit and construction enterprise shall separately deposit
migrant workers’ wage guarantee according to 2% of bid-winning price,
the maximum limit of migrant workers’ wage guarantee for a single
project is RMB800,000 yuan. We suggested that your office supervise
and urge relevant entities strictly execute the stipulations of related laws
and regulations of the State, to pay migrant workers’ wage guarantee
mentioned above as soon as possible.

2. Individual engineering design unit subcontracted the design to a lower
qualification enterprise.

The design of the District C road network engineering geological
investigation and the roadway illumination and greening in Wuzhou
Hongling New District were implemented by Wuzhou Municipal Urban
and Rural Construction Planning Designing Institute, which had a
greening engineering designing qualification of landscape architecture
design special grade B. In June, 2012, Wuzhou Municipal Urban and
Rural Construction Planning Designing Institute subcontracted the design
of greening project of Road 36, Hongling New District, to Wuzhou Park
and Garden Planning and Designing Firm, which contracted
RMB212,100 yuan as design charges. In October, 2013, Wuzhou
Municipal Urban and Rural Construction Planning Designing Institute
entrusted Dongtai Company to pay 80% of the contract amount that
totaled RMB169, 700 yuan to Wuzhou Park and Garden Planning and
Designing Firm. The investigation found that Wuzhou Park and Garden
Planning and Designing Firm had a design qualification of municipal
landscape park and garden design grade C.

This practice did not comply with Article 20 of Construction Survey and
Design Management Regulations (Order of the State Council of the
People's Republic of China No. 293) which states that the surveying and
designing units of construction engineering shall not subcontract its
contracted projects. We suggested that your office increase the
supervision level to project contractor and eradicate illegal subcontract
behavior, moreover, supervise and urge Dongtai Company to strengthen
the auditing of non-standard contract terms, supplement and improve
breach penalty clause of project suppliers.

Issues on project management

1. Finance Bureau of Wuzhou Municipality did not timely appropriate the
project’s loan interests of domestic commercial banks of RMB16,496,900
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yuan.

By the end of December 31, 2013, Wuzhou Dongtai Company had
accumulatively disbursed loan interests of domestic commercial banks of
Guangxi Wuzhou Urban Development Project Financed by ADB of
RMB138,999,500 yuan, including disbursing RMB32,942,900 yuan in
2013, of which RMB16,446,100 yuan was arranged by Finance Bureau of
Wuzhou Municipality to repay the interests only, the rest of
RMB16,496,800 yuan, upon consent by Finance Bureau of Wuzhou
Municipality, will be repaid by Wuzhou Dongtai State Assets Operation
Co., Ltd with the principal of the loans of domestic commercial banks for
the project.

This practice did not comply with Article 7 of Interim Measures for the
Administration of Fixed Asset Loans (Order of China Banking Regulatory
Commission No. 2, 2009), which states that there shall be express and
lawful purpose of a loan between a loaner and a borrower, and the loaner
shall inspect and supervise the use of the loan under relevant stipulations
so as to prevent the misappropriation of the loan. After audit’s pointing
out, Finance Bureau of Wuzhou Municipality has transferred capital to
return the fund. We suggested that your office supervise and urge Finance
Bureau of Wuzhou Municipality to strictly execute the related laws and
regulations of the State and the stipulations of Project Agreement of the
project, to timely and sufficiently provide counterpart funds.

2. Finance Bureau of Wuzhou Municipality didn’t timely appropriate
reimbursement funds of RMB3,549,700 yuan.

Finance Bureau of Wuzhou Municipality has received the reimbursement
fund of RMB3,549,700 yuan appropriated by Department of Finance of
Guangxi Zhuang Autonomous Region on November 20, 2013, however,
Finance Bureau of Wuzhou Municipality didn’t appropriate the fund
mentioned above to Dongtai State Assets Operation Co., Ltd until January
8, 2014.

The above practice did not comply with Article 12 of Management
Methods for Withdrawals and Reimbursements of the Projects Financed
by International Financial Organizations (Caiji [2007] No.58), which
stipulates that the wunit that directly make withdrawals and
reimbursements shall examine in accordance with the related stipulations
of international financial organizations and the State , if the applications
for withdrawals and reimbursements are eligible, it necessary to handle
disbursement within 10 workdays or transfer to International Financial
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Organizations to disburse. We suggested your office supervise and urge
Finance Bureau of Wuzhou Municipality to appropriate the
reimbursement funds of the project in specific time from now on.
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