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I. Auditor’s Opinion
Auditor’s Opinion

To Program Management Office (PMO) for Hunan Subnational Governance and
Public Service Delivery Program for Results

We have audited the Statement of Loan Proceeds Annual Use for the year 2022
of Hunan Subnational Governance and Public Service Delivery Program for
Results (PforR) financed by the World Bank (WB) (page 5-6).

Program Entity’s Responsibilities for the Financial Statements

The preparation of the Statement of Loan Proceeds Annual Use is the
responsibility of your entity, which includes:

1. Preparing and fairly presenting the accompanying financial statements in
accordance with Chinese accounting standards and system, and the requirements
of the program loan agreement;

1. 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 1s 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 internal control relevant
to the entities’ preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but
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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, status of funds collection and program
implementation for the year of 2022 of PforR financed by the WB in accordance
with Chinese accounting standards and system, and the requirements of the loan
agreement.

The audit report consists of the Auditor’s Opinion and two more parts

Postcode: 410001
Tel.: 86-731-89976602
Fax: 86-731-89976602

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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11. Financial Statements and Notes to the Financial Statements
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i. Statement of Loan Proceeds Annual Use

RERLEEERAFLEX (2022 4)

Statement of Loan Proceeds Annual Use (2022)

Gt aqr: HRRITERT ORREE HEULR AR

BAWANE
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AR AT

Prepared by: Program Management Office for Hunan Subnational Governance and Public Servic«Currency Unit:

Delivery Program for Results

RMB 10,000 yuan

AR
Current Year Plan i .
B &R e Current Cumulative | %,
) g Current | Current HiE
Funding Souce and .| Year Complted
, X & Including: Year Year Notes
Expenditures » Carry-Over Planned Completed | Completion Amount as
Amount from Adjustme| ~ P RI; o of Current
Previous nt Period
Year
ﬁﬁ*%&,ﬁ 813,335.88 - 70,273.46| 883,609.34 | 100.00% |1,628,714.18
Total Funding Sources
8y
PRAE .. 231,506.94 - 11,456.68| 242,963.62 | 100.00% | 441,497.20
Central and Provincial Level
L BH ; . 165,535.40 - 11,456.68| 176,992.08| 100.00% | 341,418.15
Compulsory Education
o\
AA 2 65,971.54 - 0.00 | 65,971.54 | 100.00% | 100,079.05
Rural Roads
H%k 0
City Level 5,973.24 - 203.30 | 6,176.54 | 100.00% | 11,927.98
B . 347.70 - 203.30 551.00 100.00% | 1,089.50
Compulsory Education
g TN
AN 2t 5,625.54 - 0.00 5,625.54 | 100.00% | 10,838.48
Rural Roads
2% o
County Level 536,270.95 - 58,613.48| 594,884.43 | 100.00% {1,135,704.25
bl . 527,228.45 - 57,813.48| 585,041.93 | 100.00% }1,098,984.15
Compulsory Education
I SRAS
ek 9,042.50 - 800.00 | 9,842.50 | 100.00% | 36,720.10
Rural Roads




AT R
‘World Bank Loan

39,584.75

0.00

39,584.75

100.00%

39,584.75

WA BT
Total Expenditures

715,716.16

2,224.18

765,286.19

106.93%

1,421,091.32

XEHE WA
Subtotal Expenditures for
Compulsory Education

635,643.12

0.00

703,544.38

110.68%

1,296,117.93

/NEEE(2050202)
Primary Education (2050202)

372,802.63

0.00

399,786.70

107.24%

732,991.39

I E (2050203)
Secondary Education
(2050203)

262,840.49

0.00

303,757.67

115.57%

563,126.53

BRI ABSTH/ME
Subtotal Expenditures for
Rural Roads

80,073.04

2,224.18

61,741.81

77.11%

124,973.40

LN AR
Rural Roads Construction

44,275.05

1,833.34

31,811.08

71.85%

55,833.65

BN A BRI

Rural Roads Maintenance

32,003.59

390.84

26,127.86

81.64%

59,881.59

HEFRP

Daily Maintenance

5,918.83

0.00

5,712.72

96.52%

10,095.14

Pl AN

Maintenance Engineering

7,000.17

198.70

5,633.01

80.47%

14,140.61

ZRITHE
Security Engineering

7,247.91

0.00

7,388.10

101.93%

18,537.63

fErr s
Dangerous Bridge
Reconstruction

9,713.27

20.70

5,379.70

55.39%

11,364.17

TR EH

Maintenance Management

869.20

9.80

783.84

90.18%

1,484.85

N RIS

Emergency Maintenance

1,254.2]

161.64

1,230.49

98.11%

4,259.18

RITABE I IEE
Rural Roads Management and
Operaiton

3,794.40

0.00

3,802.90

100.22%

9,258.16
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2021 43 A 8 H, #REAREHEMKIH S ERRITEZTE (B
HEY , BFEF: 9200-CN, KR RRITEREURATEAFE A
XA A EE NG R TE R 2/ET (Fé 1.669 1LHTT) »
TR 24 45, P SEIRM S 45 FIE DL 6 A WM 37 BT F b 47 4E A
F o RARAT BRI, AR E 0.25%, RIEFE 025%. B
fB 5 45 (2020-2024 &) , XJKH #2026 45 F 31 H.

TEHEEUBTEL AXRREL. ARBIENT. 4HEFTEE
LA, XFFE. #fE. BR. 8. Xk 2K, 8. 2Z84E
TSR AN BERF, UHBEBENZS, XEHE. RN BEREN L
tH, AR, TEAAFRELSET, 7 BEEERR
6 22 B 7 AL

2. BRAHEH EH

AWE A HERACLETEEERLEREREL, THRE LT
R MEARMEAIKF K. AMESBERORETCEYHET. FILEL
% 8 ANTUE & X & HE R AR kIR An 5 A

3. FELUEHE

3.0 AW B {ERETECHEFMHATRE, 2B E TEHEE
WA & & TEFBF 2318 E#H4T.

2 S HEMERAANTES, NAKEE1A1ERZE 12 A 31

3.3 AFE K AW G T CUBRT T 24T i 2 300 18 T B
N, AR T AR A T

3.4 b E ARARAT 2022 £ 12 H 30 HILZE, B EURI =ARK
7.4229 L.,



4. HHHFE A

4.1 A RIFEARF X KR E,

BA R ERETR BT AR T 813,335.88 A6, AEiTXIEEKAR
M 70,273.46 71 G, 7 R R AR R S ARF R &F AR T 231,506.94
F T, AEREERART 11,456.68 5 70; T RAEARETR ST AHA
B 597324 76, AEWREEHRART 203.30 76, EAREARET
RIA&FHANEKT 536,270.95 F T, AFITRIEEHAR T 58,613.48 7 IT.
W RARAITR AR T 39,584.75 7 7.

4.2 R RIRAGE T

A FBEAREZREITART 883,609.34 576, FHRE 100%, H#:
Bk RRARE T KA N AR T 242,963.62 7 T, WHEEKIELR
EXRAEFANRT 6,176.54 F 71, BRARERBERFZREFAART
594,884.43 7 7. HEAM K& RKFERIT T REFNART 1,628,714.18 %
T

43 FFHEAE TR RRE.

# T HAET R BT AR T 715,716.16 A, EHac LEEEA
R 1,625.48 77 70, X4 HE X HAFE R EFAART 635,643.12 7 70,
RAT DB T W ARET R AF A AR T 80,073.04 51, HAa e gL
2,224.18 6. EERIAEF, —FF4mEm— R E K CHBFER
B, BRSO P AR R B A 0.

4.4 % J 3 AF TR

FRTEAERRLEITART 765,286.19 F 76, FHE 106.93%, H
o NS HE LB ARETRETAART 703,544.38 77 70, 52 A E 110.68%;
B ANBE LR AETRET AR T 61,741.81 76, AFITR 57K E
77.11%. BEXRHF A I Bt Tlked A AR T 1,421,091.33 7 7T.

4.5 FAp IR ALK BB AR TR S FUA T 5 SO ARSI
XA FUAn AEE S A F UL
MNFE R IFIN BRI IR Tk X HE FRAT A B £ T 4
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AREAEFE T WA WA E, EW LSRR AT R SO X 5%
B AARAT A B8 R SO AL B AR 7 R 2SR, TR IR AR AR
R A A T RRCERE B R SO AR R R R R RO B ES & B
FARIEEFART A SOHEF.

4.6 5% JH SO AR TR TR T AREUHL 2 H AR,
WHESENERERFEHIEANT REZR ST, BRFF L
AR TR B FR T REUL 2,

5. WA ZHATHER.
BE 2022 45 12 A 31 H, ZTE HFEH RBATH T 6,000.055 5
BX TG



ii. Notes to the Financial Statements
Notes to the Financial Statements
1. Program Overview

On March 8, 2021, the Ministry of Finance of the People’s Republic of China
and WB signed the Loan Agreement (loan number: 9200-CN), which signified
the first application of the WB results-based loan facility in the PRC rural
revitalization area and Hunan Province. The program loan is USD 200 million
(equivalent to EUR 166.90 million). The loan period is 24 years, with a grace
period of 5 years. The interest rate is the Euribor plus the financing cost of the
WB. The front-end ratio is 0.25%, and the commitment charge rate is 0.25%.
The timeline of the proposed PforR is 2020-2024. The loan closing date is May
31, 2026.

Led by Hunan Provincial Department of Finance and cooperated by agencies
including Hunan Provincial Development and Reform Commission, Hunan
Provincial Department of Transportation and Hunan Provincial Department of
Education, on the basis of capacity building and support of compulsory
education and rural transportation policies, the financial policy-oriented program
aims to support the rural revitalization of 8 counties including Pingjiang,
Liuyang, Liling, Youxian, Chaling, Guidong, Rucheng and Yizhang, which
facilitates the modernization of governance system and capacity of the local
governments under the condition of the current resources.

2. Consolidation Scope of the Financial Statements

The financial statements only consist of the Statement of Loan Proceeds Annual
Use, excluding the Balance Sheet, the Summary of Sources and Uses of Funds
by Program Component and the Special Account Statement. Consolidation
scope of the financial statements covers the funding sources and expenditures of
compulsory education and rural roads of the 8 program counties, including
Liuyang County and Pingjiang County etc.

3. Principal Accounting Policies

3.1 The financial accounting of the financial statements of the program was
conducted based on the program administration manual, the financial
accounting work was conducted in accordance with the national related overall
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budget and government accounting system.

3.2 The accounting year of the program is from January 1 to December 31 of
each calendar year.

3.3 The cash basis of government budget accounting is taken for the
bookkeeping principle for program funds receipts and disbursements. RMB
yuan is used as the recording currency for bookkeeping.

3.4 The exchange rate used in the financial statements was the exchange rate on
December 30, 2022 of the People’s Bank of China, which is EUR1= RMB
7.4229 yuan.

4. Explanation of Accounting Subjects
4.1 Funding Sources Planned and Adjusted this Year

The total amount of funding sources planned for this year was RMB
8,133,358,800 yuan and the amount of planned adjustment this year was RMB
702,734,600 yuan, including the amount of RMB 2,315,069,400 yuan of the
central and provincial funds planned for this year, the amount of RMB
114,566,800 yuan planned to be adjusted this year; the amount of RMB
59,732,400 yuan of the city funds planned for this year, the amount of RMB
2,033,000 yuan planned to be adjusted this year; the amount of RMB
5,362,709,500 yuan of the county funds planned for this year, the amount of
RMB 586,134,800 yuan planned to be adjusted this year. Loan proceeds from
the WB amounted to RMB 395,847,500 yuan.

4.2 Funding Sources Completed this Year

The total amount of funding sources completed this year was RMB
8,836,093,400 yuan, the completion rate was 100%, including the amount of
RMB 2,429,636,200 yuan of the central and provincial funds completed this
year, the amount of RMB 61,765,400 yuan of the city funds completed this year,
and the amount of RMB 5,948,844,300 yuan of the county funds completed this
year. As of the current period, the cumulative amount of completed funding
sources was RMB 16,287,141,800 yuan.

4.3 Expenditures Planned and Adjusted this Year
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The total amount of expenditures planned for this year was RMB 7,157,161,600
yuan, including the amount of RMB 16,254,800 yuan carried over from the
previous year, the amount of RMB 6,356,431,200 yuan of the planned
expenditure for compulsory education this year, and the amount of RMB
800,730,400 yuan of the planned expenditure for rural roads this year, in which
the amount of RMB 22,241,800 yuan carried over from the previous year was
included. Since normally budget adjustment would not be made to the
expenditure of an individual subject in actual work, the amount of planned
adjustment for expenditures this year was 0.

4.4 Expenditures Completed this Year

The total amount of expenditures completed this year was RMB 7,652,861,900
yuan, and the completion rate was 106.93%, including the amount of RMB
7,035,443,800 yuan of the expenditure completed this year for compulsory
education, the completion rate of 110.68%; the amount of RMB 617,418,100
yuan of the expenditure completed this year for rural roads, the completion rate
of 77.11%. As of the current period, the cumulative amount of expenditures
completed was RMB 14,210,913,300 yuan.

4.5 Explanation of the Phenomenon the Amount of Funding Sources Planned
and Completed this Year Was Greater than that of Expenditures Planned and
Completed this Year

The special funds for compulsory education and rural roads released by
governments at all levels, which were included in funding sources, but the
specific direction of use and expenditure subject were not indicated, so its
statistical scope was larger than scope of funds for designated expenditure
subject and use direction of compulsory education and rural roads in the
expenditure. Consequently, the inconsistency between the amount of funding
source planned and completed this year and the amount of expenditures planned
and completed this year came into being. Moreover, the total amount of funding
sources was great than that of expenditures.

4.6 Explanation of the Phenomenon the Amount of Expenditures Completed this
Year Was Great than that of Expenditures Planned this Year

The carryover and surplus funds of the previous years were included in the
amount of the expenditures completed this year, which resulted in the amount
of expenditures completed this year was great than that of expenditures

12



planned this year.
5. Compliance of Loan Agreement

On December 31, 2022, the provincial PMO received the advance of EUR
60,000,550.00 from the WB.
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T, 1 91.93%; RATAE 61,741.81 F 76, & b 8.07%, K RATAEE
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MAXFHEREXRTRESR IR TS, PAOFRERSF UK
KA 2BHRFPRE, FHEET A

(—) BREREASEZOE B

1. BETRBERE AN AR A EFRPEELT, BHRYWIE

.
2022 49 Fl, BEHARBERAHYE LA LABRP TREIL

WMELRBERT, EHREBRM: £ZE 202249 Ak, BETD 7K
35 ZRBHARY, Ho: TR 15 A8 K 8726 B, UFERTREEH
95.56 K70, BEFI 20 4E K 6352 N E. YEFREEF 6,12423 7
TG, HEEEEA1,590.78 Fn. WitdhdE kI, BRI RE ERER
TG IAE,

—EREBRUPIRE. BETRHEEHA L RABERP 20 LB
B, B S ARBRALR, PRERABER 31408, EHHENES
RANEA 34155 F 0. AE 202348 F 30 B, WA 2 48 B%AH LM,
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ER R EEE 1,181.31 A, S MB TR AL 74.77%.
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II1. Audit Findings and Recommendations

Audit Findings and Recommendations

In addition to performing the audit and expressing an opinion on the financial
statements, we also made observations with respect to its loan proceeds
appropriation, compliance with applicable provisions of state laws and
regulations and the loan agreement of the relevant entities, internal control,
program management and verification. The actual completed amount of
expenditures collected for the program in 2022 was RMB 7,652,861,900 yuan,
including compulsory education of RMB 7,035,443,800 yuan, accounting for
91.93% of the total actual completed amount; rural roads of RMB 617,418,100
yuan, accounting for 8.07% of the total actual completed amount, which were
funds for rural roads construction, maintenance, management and operation. The
above-mentioned funds were only counted as the amount of funds in the scope
the influence of loan proceeds of the WB, not counted as audit amount. We
spot-checked parts of subsidies for lagging school strengthening and capacity
enhancement of compulsory education, after-school service fee in elementary
and secondary school and funds for rural roads maintenance, and found the
following issues.

Issues related to non-compliance with state laws and regulations or the
applicable provisions of the loan agreement

1. Liling County Transportation Bureau falsely reported the current project
quantity in order to cope with the maintenance and management evaluation of
rural roads.

In September 2022, Liling County Transportation Bureau reported the annual
completion of rural road maintenance to Hunan Provincial Department of
Transportation, and reported data indicated that “As of the end of September
2022, Liling County has completed the maintenance of 35 roads, of which
preventive maintenance of 15 roads of 87.26 km, completed investment of RMB
955,600 yuan; repair and maintenance of 20 roads of 63.52 km, completed
investment of RMB 61,242,300 yuan, in which the national and provincial
capital of RMB 15,907,800 yuan”. Audit spot-checked and found that Liling
County did not complete the actual project quantity in accordance with the
reported situation.
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Firstly, the current project quantity was falsely reported. Among the 20 roads
repaired and maintained reported by Liling County Transportation Bureau, 5
roads were not implemented, involving a false report of 13.14 km of road
mileage and a false report of investment of RMB 3.415,500 yuan of national and
provincial award and subsidy funds. As of August 30, 2023, there were still two
roads which had not been implemented, involving 2.7 km of road mileage.

Secondly, the progress of project fund expenditure was not up to standard. In
2022, Hunan Provincial Department of Transportation issued funds of RMB
15.80 million yuan for rural road maintenance to Liling County Transportation
Bureau. By the end of 2022, the actual expenditure amount of Liling County
Transportation Bureau was RMB 11,813,100 yuan, accounting for 74.77% of
the funds allocated from provincial finance.

In January 2023, Hunan Provincial Department of Transportation reviewed and
ranked Liling County as the 31st in the province’s Rural Roads Management
Evaluation in 2022 and the 2nd in the performance assessment of rural roads
maintenance and management of PforR financed by the WB, and the assessment
results would be linked to the provincial award and subsidies allocated for rural
road maintenance in 2023.

The above practice didn’t conform with the provisions of Article 30 of the
Notice of Hunan Provincial Department of Transportation on the Issuance of
Management Measures for Hunan Provincial Rural Road Maintenance Project
(Trial) (Xiangjiaononglu[2021]No.162), “Under any of the following
circumstances, Hunan Provincial Department of Transportation shall cancel or
reduce the subsidy funds for maintenance projects of the city or county in the
next year: (a) the management and use of funds violate the relevant provisions;
(b) fail to complete the annual objectives and tasks of rural road maintenance
project...”, and Article 15 of Notice of Hunan Provincial Department of Finance
of Hunan Provincial Department of Transportation on the Issuance of
Management Measures for Budget Transfer of Provincial Subsidies for
Maintenance Projects Based on Rural Road Maintenance Performance (Trial)
(Xiangjiaononglu[2021]No.244), “Under any of the following circumstances,
Hunan Provincial Department of Transportation shall cance! or reduce the
subsidy funds for maintenance projects of the city or county in the next year: (a)
the management and use of funds violate the relevant provisions; (b) fail to
complete the annual objectives and tasks of rural road maintenance project...”.

We ordered your office urge the office of Hunan Provincial Department of
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Transportation established for PforR financed by the WB to re-approve the
performance assessment results of rural road maintenance management in Liling
County, reduce the subsidies for the rural road maintenance, urge Liling County
to establish a correct view of political achievements and strictly implement the
rural road maintenance project in accordance with the requirements. Your office
has accepted our audit recommendations.

2. Some project construction units illegally contracted the demolition of
teaching buildings to natural persons who did not have practicing qualifications.

On December 30, 2022, the First Complete Primary School in Yizhang County
organized an inquiry and bidding for the demolition of teaching buildings
(identified as dangerous houses by the competent department). In the process of
bid evaluation, the three judges did not carry out a substantive review of the
bidding conditions of the project bidders who need to have the qualification of
Grade 3 and above of the general contracting of housing construction
engineering, but only awarded the demolition works to the natural person Deng
Leshuai who did not have the construction qualification at the lowest price with
the contract amount of RMB 296,700 yuan.

The above practice didn’t conform with the provisions of Article 20 and Article
50 of the Regulations on the implementation of the Tendering and Bidding Law
of the Peoples Republic of China, “Where the tenderce adopts the
post-qualification method to examine the qualifications of the bidder, the bid
evaluation committee shall examine the qualifications of the bidder in
accordance with the standards and methods stipulated in the bidding documents
after the opening of the bid”, “If a bidding project has a reserve price, the
tenderee shall announce it at the bid opening. The reserve price can only serve
as a reference for bid evaluation, and whether the bid price is close to the reserve
price may not be used as a condition for winning the bid, nor may the bid price
exceed the floating range of the reserve price as a condition for rejecting the
bid”, Article 22 and Article 26 of the Construction Law of the People s Republic
of China, “For construction projects subject to bidding, the employer shall
contract the construction project to the contractor who wins the bid in
accordance with law. For construction projects subject to direct contracting, the
employer shall contract the construction project to the contractor who has
appropriate qualifications”, “The unit contracting a construction project shall
hold a lawfully obtained qualification certificate and contract the project within
the business scope permitted by its qualification level”. We suggested that your
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office urge program counties to strengthen the strict program management. Your
office has accepted our audit recommendations.

The issue on internal control
1. The budgeting was neither detailed nor accurate.

Firstly, basic budget expenditures were not broken down into specific categories.
In the budget of budgetary revenues and expenditures in 2022 of the 24 central
schools of the education department in Liling County, the wage and welfare
expenditure, the general goods and services expenditure, and the subsidy
expenditure for individuals and families in the basic expenditure budget were
not detailedly classified into specific categories according to the actual income
and expenditure of primary and secondary schools in the area, and the subjects
were mixed, resulting in the inconsistency between the centralized statistics of
funds and the reality. For example, the salary and welfare expenditure for Li
Tian Town Central School in 2022 was RMB 39,571,400 yuan, of which the
basic salary of RMB 17,458,700 yuan, the basic pension insurance for
government departments and public institutions of RMB 4,730,300 yuan were
budgeted for subject 2050202 (primary education), no expenditures of
allowances, bonuses and housing provident fund; allowances and subsidies of
RMB 10,650,600 yuan, bonus of RMB 1,454,900 yuan and housing provident
fund of RMB 3,547,700 yuan were budgeted for subject 2050203 (junior high
school education), no basic salary and basic pension expenditures for
government departments and public institutions.

Secondly, the key special funds were not broken down into the corresponding
subjects of each school section. The education department of Liling County did
not detailedly classify the key special funds of each school section to the
corresponding category as required, and uniformly included in subject 2050299
(other general education expenditure) for accounting, resulting in the statistical
distortion of education investment funds of each school section.

The final accounting statement indicated that the investment in primary
education in 2021 and 2022 was RMB 384,104,500 yuan and RMB
556,425,700 yuan, respectively, an increase of 44.9%; the investment in
secondary education in 2021 and 2022 was RMB 270,899,700 yuan and RMB
206,341,000 yuan, respectively, a decrease of 23.83%.
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The statistical report of education expenditure showed that the investment in
general primary education in 2021 and 2022 was RMB 616,874,500 yuan and
RMB 651,123,600 yuan, respectively, an increase of 5.56%; the investment in
general junior high school education in 2021 and 2022 was RMB 374,777,700
yuan and RMB 391,257,600 yuan, respectively, an increase of 4.40%.

The above practice didn’t conform with the provisions of Article 32 of the
Budget Law of the People’s Republic of China, “Budgets at all levels shall be
prepared in accordance with the annual economic and social development
objectives, the overall requirements of the state for macro-control and the need
for cross-year budget balance, with reference to the implementation of the
previous year’s budget, the results of the performance evaluation of relevant
expenditures and the forecast of revenue and expenditure for the current year,
and the budget shall be prepared after soliciting opinions from all parties in
accordance with the prescribed procedures. Governments at all levels shall make
decisions or adopt administrative measures in accordance with their statutory
authority, and any increase or decrease in fiscal revenue or expenditure shall be
proposed and corresponding arrangements shall be made in the draft budget
before the approval of the budget. All departments and units shall, in accordance
with the classified accounts of government revenue and expenditure, the
standards and requirements for budgetary expenditure formulated by the
financial department under the State Council, as well as the provisions on
budget preparation such as the management of performance targets, prepare the
draft budgets of their own departments and units according to the needs of their
function performance and business development, as well as the stock of assets.
The government revenue and expenditure classified items mentioned in the
preceding paragraph are divided into categories, sections, items and items;
expenditure is divided into categories, sections and items according to its
functional classification, and categories and sections according to its economic
nature”.

We suggested that your office urge Liling County to prepare detailed budget and
perform strict budget implementation. Your office has accepted our audit
recommendations.

2. RMB 5,332,500 yuan was allocated for the cost of air conditioning and other
office equipment under the circumstance of no relevant budget.

Within the jurisdiction of of Liuyang County Guankou Street Education
Development Center, there were 17 primary and secondary schools such as
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Changxinghu Primary School in Guankou Street, Liuyang County, who
purchased air conditioners, printers and other office equipment with cost of
RMB 5,332,500 yuan by means of Hunan Provincial government procurement
electronic market in 2022 under the circumstance of no budget, among which
Tai’an Primary School of RMB 2,230,300 yuan, Daowu Middle School of RMB
1,124,800 yuan, Changxinghu Primary School of RMB 537,900 yuan, Daowu
Primary School of RMB 430,300 yuan, Xijiang Middle School of RMB 305,700
yuan, Guankou Middle School of RMB 200,600 yuan, Shengtian Primary
School of RMB 133,200 yuan, Xijiang Primary School of RMB 127,200 yuan,
Xishan Primary School of RMB 65,100 yuan, Changxi Primary School of RMB
51,900 yuan, Guankou Street Education Development Center of RMB 44,400
yuan, Zhanjia Primary School of RMB 31,300 yuan, Jiangtian Primary School
of RMB 15,800 yuan, Huli Primary School of RMB 13,900 yuan, Guankou
Primary School of RMB 11,000 yuan, Jingou Primary School of RMB 4,600
yuan and Jinlong Primary School of RMB 4,500 yuan.

The above practice didn’t conform with the provisions of Article 13 of the
Budget Law of the People’s Republic of China, “The expenditures of
governments, departments and units at all levels must be based on their
approved budgets, and expenditures not included in the budgets may not be
made”, and Article 6 of the Government Procurement Law of the People’s
Republic of China, “Government procurement shall be carried out in strict
accordance with the approved budget”.

According to the provisions of Article 33 of the Government Procurement Law
of the People’s Republic of China, “The department responsible for the
preparation of departmental budgets shall, when preparing the departmental
budgets of the next fiscal year, list the projects and capital budgets of the
government procurement in that fiscal year and submit them to the financial
departments at the same level for summary. The examination and approval of
departmental budgets shall be carried out in accordance with the limits and
procedures of budget management”. We suggested that your office urge program
counties to strictly manage the government procurement budget, carefully
prepare the procurement budget, and strictly carry out procurement matters in
accordance with the procurement budget. Your office has accepted our audit
recommendations.

Issues on project management

1. The education departments in 7 program counties didn’t include the
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after-school service fee income and expenditure in the department budget
management.

In 2022, the education departments of 7 project counties, including Liling
County, didn’t include after-school service fees into the total management of
department budget, and the income and expenditure were accounted through the
unit’s current items, involving the after-school service fees of RMB 39,202,400
yuan, of which Liling County of RMB 83,129,500 yuan, Youxian County of
RMB 62,011,200 yuan, Chaling County of RMB 57,313,400 yuan, Pingjiang
County of RMB 80,896,700 yuan, Yizhang County of RMB 41,564,500 yuan,
Rucheng County of RMB 50,544,500 yuan, and Guidong County of RMB
16,564,200 yuan.

The above practice didn’t conform with the provisions of Article 16 and Article
18 of the Financial Rules of Administrative Units (Order No.113, 2023, the
Ministry of Finance), “Income refers to the non-reimbursable funds legally
obtained by administrative units, including financial appropriation income and
other income. Revenue from financial appropriations refers to the budgetary
funds obtained by administrative units from financial departments at the
corresponding levels. Other income refers to the income legally obtamed by
administrative units, other than the income from financial appropriations...”,
“An administrative unit shall incorporate all its revenues into its budget, make
unified accounting and manage them in a unified manner, and no expenditure
shall be arranged for the revenues not included in the budget”.

We suggested that your office urge the program counties to strictly manage the
budget, incorporate after-school service fees into the full budget, and make
unified accounting. Your office has accepted the audit recommendations.

2. Some schools illegally distributed after-school service fees of RMB 320,800
yuan.

According to the regulations of Hunan Provincial Development and Reform
Commission, Hunan Provincial Department of Education and other departments,
the after-school service fee of primary and secondary schools must adhere to the
non-profit principle, and the after-school service fee shall be charged according
to the actual workload of the after-school service. According to the provisions of
Liuyang County Education Bureau, the charging ceiling for urban students and
rural students in all of the schools within the county area was RMB 1,000
yuan/semester and RMB 800 yuan/semester, respectively, the standards of
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payment for after-school service were homework tutoring, extracurricular
reading classes not exceeding RMB 70 yuan/class hour, community activities,
sports and art training professional classes not exceeding RMB 90 yuan/class
hour. The audit spot-checked and found that some schools illegally distributed
after-school service fees.

(I) In the spring semester of 2022, the Division 1 of Changjun Liuyang
Experimental Primary School of Liuyang County, directly charged according to
the upper limit in the income and expenditure of after-school service fee, and
adopted the principle of equal distribution of teachers’ actual class hours and
excess expenses. Through calculation, the class fee should be paid for the actual
workload of 106 teachers who carried out after-school service was RMB
409,300 yuan in accordance with the subsidy standard, but the actual payment
was RMB 697,100 yuan, and the excess payment was RMB 287,800 yuan.

(2) In the spring semester of 2022, 7 administrative staff of Liren Primary
School of Liuyang County counted 472 class hours of after-school service
without class records, to whom RMB 33,000 yuan of class fees was illegally
distributed.

The above practice didn’t conform with the provisions of Article 11 of the
Notice of Hunan Development and Reform Commission, Hunan Provincial
Department of Education and Hunan Provincial Market Supervision
Administration on the Issuance of Management Measures for Hunan Primary
and Secondary School Service Fees and fees (amended in 2022)
(Xiangfajiafeigui/2022]No.450), “When primary and secondary schools collect
and commissioned to collect service fees from students, must adhere to the
non-profit principle, immediate occurrence, immediate collection, settlement
according to the facts, and timely release to the parents of students a list of fees
and expenditures. Schools and teachers shall not receive any form of rebate, and
if there is a discount, the full amount shall be returned to the students who pay
the fee”, and Article 9 of the Accounting Law of the People s Republic of China,
“All units must conduct accounting on the basis of actual economic transactions,
fill in accounting vouchers, register accounting books and prepare financial
accounting reports. No unit may conduct accounting with false economic
transactions or data”.

After the audit pointed out the problem, Liuyang County has recovered the
illegal after-school service class fee of RMB 320,800 yuan to the non-tax
income remittance account of Liuyang County Finance Bureau. We suggested
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that your office urge Liuyang County to collect after-school service fee in
accordance with the non-profit principle in the future, immediately occur,
immediately collect, settle according to the facts, and normalize the use. Your
office has accepted the audit recommendations.

3. Some schools misappropriated RMB 252,400 yuan of after-school service
fees.

The audit spot-checked and found that in 2022, some schools in Pingjiang
County misappropriated RMB 252,400 yuan of after-school service fees to
compensate for school public funds, including Jiangingfurong School in
Pingjiang County paid fines and temporary staff wages of RMB 92,400 yuan,
and Sanyang Middle School in Pingjiang County paid RMB 160,000 yuan for
desks and chairs.

The above practice didn’t conform with the provisions of the Notice of Yueyang
City Education and Sports Bureau, Yueyang City Development and Reform
Commission, Yueyang City Finance Bureau, Yueyang City Human Resources
and Social Security Bureau on Further Enhancement of Primary and Secondary
School After-School Service (Yuejiaotifa [2021] No. 7), “(j) Strengthen the
management of funds. The funds for after-school services shall take the school
as a unit, and shall be mainly used for special expenses such as granting
subsidies to teachers and related personnel involved in after-school services and
ensuring the normal operation of after-school services in accordance with the
principle of special funds. The specific scope of expenditure shall be subject to
the plan approved by the local education administrative department and the
financial department. All localities and schools shall not withhold or withdraw
management fees; shall not arbitrarily seize or misappropriate; no other
irrelevant expenses shall be included”.

We suggested your office urge Pingjiang County to return the misappropriated
funds to the original fund channel, strengthen the management of after-school
service fee expenditure, and ensure use of funds as ear-marked. Your office has
accepted the audit recommendations.

4. The after-school service course hour for cultural subjects in some schools
exceeded the standard.

According to the regulations of Liuyang County Education Bureau, after-school
services should be aimed at all-round improvement of students’ comprehensive
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abilities, and the time of non-cultural courses should not be less than 50%. The
audit spot-checked and found that in 2022, when conducting after-school
services in four schools, including Division 1 of Changjun Liuyang
Experimental Primary School of Liuyang County, the class hours of non-cultural
subjects were less than 50%.

The above practice didn’t conform with the provisions of Article 4 of the Notice
of Liuyang County Education Bureau on Further strengthening the After-School
Service Work (Liujiaotong[2022]No.15), “2. All schools should aim to all-round
improvement of students’ comprehensive abilities, and actively offer sports, art,
science and technology, comprehensive practice and other service courses based
on students’ needs and teachers’ strengths, and the non-cultural courses hours
should not be less than 50%”. We suggested your office urge Liuyang County to
scientifically set up after-school service courses. Your office has accepted the
audit recommendations.

5. There existed an amount of project funds of RMB 3.19 million yuan in
illegally arrears.

As of the end of 2022, 17 compulsory education primary and secondary schools
in Liling County, including Wangxian Primary School, were in arrears with the
payment for project funds of RMB 1,221,800 yuan to 10 small and
medium-sized enterprises such as Tai’an Construction Engineering Co., Ltd. in
Liling County, Hunan Province for 18 engineering projects implemented ever
since 2017, which had been completed and had passed the warranty period, such
as the renovation of teaching buildings.

As of the end of August 2023, Guidong County Road Construction and
Maintenance Center was in arrears with the payment for project funds of RMB
1,968,200 yuan to Guangxi Jinlu Investment and Construction Co., Ltd. for the
road overhaul project of Line X127 from Yangliuwan to Youluokou in Guidong
County.

The above practice didn’t conform with the provisions of Article 6 of the
Regulations on the Protection of Payments for Small and Medium-Sized
Enterprises, “Government departments, public institutions and large enterprises
may not require small and medium-sized enterprises to accept unreasonable
payment terms, methods, terms and liabilities for breach of contract and other
trading conditions, and may not default on the payment of goods, civil works
and services owed to small and medium-sized enterprises”.
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According to the provisions of Article 25 of the Regulations on the Protection of
Payments for Small and Medium-Sized Enterprises, “Government departments
and public institutions violates these regulations under any of the following
circumstances, the government departments at a higher level and the competent
department shall order it to make corrections; If the party refuses to make
corrections, the persons directly in charge and other persons directly responsible
shall be given sanctions according to law: (a) Failure to pay for goods, civil
works and services of the small and medium-sized enterprise within the
prescribed time limit...”. We ordered your office urge Liling County, Guidong
County to pay the project funds in arrears as soon as possible. Your office has
accepted the audit recommendations.

6. The implementation of the policy to ensure the payment of migrant workers’
wages was not normative.

Among the 6 construction projects, including the construction of multi-purpose
teaching buildings of the First Complete Primary School in Yizhang County, the
construction of teaching buildings of Litian Town Central Primary School in
Liling County, and the road reconstruction project of Line X001 from Shibishan
to Sanjiaoping in Rucheng County, it was found that 6 contractors did not open
special accounts for migrant workers’ wages in accordance with regulations.
Through audit investigation, it was found that the contractor of the construction
of teaching buildings of Sifen Middle School in Sifen Town, Liling County,
Zhuzhou City Haiyan Constructional Engineering Co., Ltd. was in arrears with
the payment for migrant workers’ wages of RMB 195,800 yuan, and the
contractor of the construction of teaching buildings of the First Complete
Primary School in Yizhang County, Hunan Provincial Shengheng Construction
Engineering Co., Ltd. was in arrears with the payment for migrant workers’
wages of RMB 116,100 yuan. After the audit pointed out the problem, the
above-said contractors carried out a comprehensive cleanup, timely rectification,
and paid a total of RMB 381,800 yuan in arrears to migrant workers’ wages.

The above practice didn’t conform with the provisions of Article 26 and Article
3 of the Regulations on the Protection of Migrant Workers’ Wages, “The general
contractor shall, in accordance with the relevant provisions, open a special
account for the wages of migrant workers, which shall be used to pay the wages
of migrant workers in the construction project”, “Migrant workers have the right
to be paid on time and in full. No unit or individual may delay payment of
wages to migrant workers”.
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We suggested your office urge contractors to open special accounts for migrant
workers’ wages in accordance with regulations, pay migrant workers’ wages in a
timely manner, and reasonably protect the rights and interests of migrant
workers. Your office has accepted the audit recommendations.

7. The construction projects of some schools were delivered and put into
service without completion of joint acceptance and fire inspection.

The audit spot-checked and found that from 2022 to August 2023, 6 projects
including the construction of canteen comprehensive building of Litian Town
Tangfang Primary School in Liling County, and 4 projects including the
construction of multi-purpose buildings of Guankou Junior Middle School in
Guankou Street, Liuyang County, were delivered and put into use without being
reported to the competent housing and urban-rural construction departments to
carry out joint completion acceptance and fire inspection.

The above practice didn’t conform with the provisions of Article 8§ of the Notice
of Hunan Provincial Department of Housing and Urban-Rural Development
and Other Five Departments on Issuing the Joint Acceptance Measures for the
Completion of Housing Construction and Municipal Infrastructure Projects in
Hunan Province (Xiangjianjian [2019]No.134), “After the construction project
has been completed and has met the conditions for completion acceptance
prescribed by laws and regulations, the construction unit shall apply to the lead
department for joint completion acceptance through the system”, and Article 13
of the Law of the People’s Republic of China on Fire Prevention and Control,
“When a construction project prescribed by the competent department of
housing and urban-rural construction under the State Council to be applied for
fire control acceptance is completed, the construction unit shall apply to the
competent department of housing and urban-rural construction for fire control
inspection and acceptance. For construction projects other than those provided
for in the preceding paragraph, the construction unit shall, after acceptance,
report them to the competent department of housing and urban-rural
construction for the record, and the competent department of housing and urban
-rural construction shall conduct spot checks. Construction projects that should
be subject to fire control acceptance inspection according to law shall not be put
into use without fire control acceptance inspection or if they fail to pass the
acceptance inspection; other construction projects that fail to pass spot check
according to law shall be discontinued”.

We suggested your office urge Liuyang County and Liling County to carry out

35



joint completion acceptance and fire control acceptance as required, and deliver
the goods after passing the acceptance. Your office has accepted the audit
recommendations.

8. The final account of the completion of education projects and the payment of
project funds were not handled in a timely manner.

The audit spot-checked and found that as of August 30, 2023, 8 projects in
Liling County, including the construction of teaching buildings of Fuli Complete
Primary School, completed, delivered and put into use before May 2023, had a
total contract amount of RMB 16,879,700 yuan, and the construction unit had
paid RMB 7.98 million yuan for the contract payment. There was still RMB
8,899,700 yuan of project funds to be paid, accounting for 52.72% of the total
contract amount.

The above practice didn’t conform with the provisions of Article 6 of the
Regulations on the Protection of Payments for Small and Medium-Sized
Enterprises, “Government departments, public institutions and large enterprises
may not require small and medium-sized enterprises to accept unreasonable
payment terms, methods, terms and liabilities for breach of contract and other
trading conditions, and may not default on the payment of goods, civil works
and services owed to small and medium-sized enterprises”. We suggested your
office urge Liling County to handle the final account of the completion as soon
as possible and pay the project funds according to the contract. Your office has
accepted the audit recommendations.

Issues on project performance

1. The progress of education projects in some counties lagged behind, which
affected the benefit of project construction.

(1) Funds for lagging school strengthening and capacity enhancement of
compulsory education were not allocated and released in a timely manner. In
December 2021 and May 2022, Hunan Provincial Department of Finance and
Hunan Provincial Department of Education released funds for lagging school
strengthening and capacity enhancement of compulsory education in 2022 in
two batches, including RMB 19.48 million yuan in Yizhang County and RMB
16.72 million yuan in Liling County. The audit spot-checked and found that
Yizhang County distributed RMB 19.48 million yuan of the above-said funds to
the corresponding construction projects of 39 schools, while the actual
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expenditure was RMB 7,046,000 yuan that year, accounting for 36.17%; Liling
County only distributed RMB 3.05 million yuan of the above-said funds to the
construction projects of 6 schools, while the actual expenditure was RMB
850,000 yuan that year, accounting for only 18.24% and 5.08% respectively.

The above practice didn’t conform with the provisions of Article 12 of the
Notice of Hunan Provincial Department of Finance and Hunan Provincial
Department of Education on the Issuance of Management Measures for
Subsidies for Lagging School Strengthening and Capacity Enhancement of
Compulsory Education (Xiangcaijiao[2021]No.26), “..Municipal (prefecture)
and county (city, district) departments of finance and education should
strengthen school budget management, refine budget preparation, reinforce
budget implementation and strengthen budget supervision; normalize the
financial management of the school to ensure the safe, normative and effective
use of subsidies”, and Article 14 “All localities should make sufficient
preliminary preparation for the project, strengthen project management, and
speed up the budget implementation schedule. In principle, the subsidies shall be
completed in the current year, and the unspent funds shall be handled in
accordance with the relevant provisions of the Ministry of Finance on the
management of carry-over and balance funds”. We suggested your office urge
program counties to release special funds in a timely manner to speed up the
budget implementation progress. Your office has accepted the audit
recommendations.

(2) The construction progress of some schools lagged behind.

In 2022, Liuyang County and Liling County arranged funds for lagging school
strengthening and capacity enhancement of compulsory education for 38
projects with a total planning investment of RMB 211.84 million yuan, and 30
projects with a total planning investment of RMB 74.75 million yuan,
respectively.

The audit spot-checked and found that as of the end of August 2023, 5 projects,
such as the overall relocation project of Fanshi Primary School in Liuyang
County, had not commenced and planned investment was RMB 38.20 million
yuan, and 7 projects, such as the equipment project of the Tenth Middle School
in Liuyang County, had not been completed and planned investment was RMB
32.50 million yuan. 14 projects such as the construction of teachers’ relocation
housing of Xianxia Middle School in Liling County made slow progress or did
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not commence, which did not produce project benefits, involving a planned
investment of RMB 77.70 million yuan.

The above practice didn’t conform with the provisions of Article 14 of the
Notice of Hunan Provincial Department of Finance and Hunan Provincial
Department of Education on the Issuance of Management Measures for
Subsidies for Lagging School Strengthening and Capacity Enhancement of
Compulsory Education (Xiangcaijiao[2021]No.26), “All localities should make
sufficient preliminary preparation for the project, strengthen project
management, and speed up the budget implementation schedule..”. We
suggested your office urge Liuyang County and Liling County to strengthen
program management and speed up program implementation and payment
progress. Your office has accepted the audit recommendations.

2. Some rural roads project lagged behind.

The road reconstruction project of Line X004 from Zengkou to Panxi in
Guidong County should had been completed in 2021. Whereas the construction
contract was signed by Guidong County Transportation Bureau in February
2023 with the contract amount of RMB 38,223,800 yuan. As of August 30, 2023,
the construction had not yet been completed, and the project funds had been
paid amounted to RMB 5.94 million yuan, accounting for 15.54%.

The board replacement project of Line X149 in Chaling County should had been
completed in 2022. Whereas, Chaling County Traffic Affairs Center signed the
construction contract in March 2023, and the contract amount was RMB 1.02
million yuan. In July 2023, the project was completed and accepted. As of the
end of August 2023, the project funds had been paid amounted to RMB 765,000
yuan, accounting for 75%.

The above practice didn’t conform with the provisions of Article 12 of the
Management Measures for International Financial Organizations and Foreign
Government Loan and Grant (Order No.85, 2016, the Ministry of Finance),
“The project implementation unit shall perform the following duties: ... (b)
guarantee the availability of the project counterpart fund, organize project
procurement, carry out project activities, promote project progress and monitor
project performance in accordance with loan and grant legal documents and
relevant domestic regulations”. We suggested your office urge Guidong County
and Chaling County to speed up the implementation of the project and complete
the project construction on schedule. Your office has accepted the audit

38



recommendations.
The Followed-up of previous recommendations

The audit found, 6 audit finding disclosed in the last audit report were rectified.
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