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I. Auditor’s Opinion
Auditor’s Opinion

To the ADB Loan Ningxia Liupanshan Poverty Alleviation Rural Road
Development Project Management Office.

We have audited the balance sheet by December 31, 2021 of the ADB Loan
Ningxia Liupanshan Poverty Alleviation Rural Road Development Project, the
Summary of Sources and Uses of Funds by Project Component and the
Statement of Implementation of Loan Agreement, Special Account Statements

and notes to the Financial Statements (from page 6 to 22) for the same period,
of the project.

Responsibility of the Project Execution Department and the Financial

Department of Ningxia Hui 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 Finance Department of
Ningxia Hui 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 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 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, it reflects the financial status of the ADB Loan Ningxia Liupanshan
Poverty Alleviation Rural Road Development Project as of December 31,
2021 as well as the financial income and project implementation and Special
Account Statements status of the same year as of that date.

Other Matters

We also examined the withdrawal application of No. 12 to No. 18 and the
attached documents submitted to the ADB during the period. In our opinion,
these documents comply with the project loan agreement and can serve as the
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 Ningxia Hui Autonomous Region of the People's Republic of

China
June 13, 2022

This is made public on application.



Address: No. 392, Xinhua Xijie Street, Yinchuan, Ningxia, China
Postcode: 750001

Tel.: 86-951-5043073

Fax: 86-951-5044183

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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II. Financial Statements and Notes to the Financial Statements
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i. Balance Sheet

Project

® 4 F #H x
BALANCE SHEET
2021 412 H 31 H

(As of December 31, 2021)
FE 4R EMNARBRITRZTE ALK LA B L RETE
Project Name: The ADB Loan Ningxia Liupanshan Poverty Alleviation Rural Road Development

HIREM: THALBRORATEAEURKARKAARFLTEEEHLE
Prepared by: The ADB Loan Ningxia Liupanshan Poverty Alleviation Rural Road Development Project

Management Office
KRB ART T
Currency Unit: RMB Yuan
wg&4q A T’ WA K MR H B &K E R WMo 3R M
Application of Fund Il'q'l:e Beginning Balance | Ending Balance Sources of Fund E:e Beginning Balance| Ending Balance
—. MHXHA —. WMHKEKRAT
’ ] 1 571,531,627.65| 989,705,040.46/Total Project 28 | 407,785,320.31| 465,645,502.51
Total Project Expenditures Appropriation Funds
—. HERASWAR
1. EAHEAE™ A
2 q FEAR 29 g
. Project Capital and
Fixed Assets Transferred (Capital Surplus
2. fFEEHXH
Construction Expenditures to be 3 i 5 . 3=
Disposed . V?Hi@%?k % ] ]
Including: Grants
3. BHEE i i ]
Investments Transferred-out _
= P
L ERTE 5 571,531,627.65| 989,705,040.46] a E_ﬁﬁ Gl 31 194,866,487.58 540,755,808.91
Construction in Progress [Total Project Loan
—. B AT BB AR 1. WEHBHEMERK
6 - ~MTotal Project 32 194,866,487.58| 540,755,808.91
Investment Loan Receivable i lnove stx;::;cbo an
Including: 7 - 4 33 | 194,866,487.58| 540,755,808.91
ADB_ Investment Loan Foreign Loan
Receivable
=. BAFRBFEEK 34 Including:
Appropriation of Investment 8 - |EHFR BT 34 | 194,866,487.58 540,755,808.91
Loan B ADB Loan
. RATEATRER -
Including: Appropriation of 9 T ® i 35 K i
ADB Investment Loan
. 4 i A : 1 36 -
Equipment 4




T L j
Including: 1 4 3 37 4 4
Equipment Losses in Suspense -
. P 2 i
B REREAW 12 143,485,577.70|  80,905,971.90 @ ﬂi?iﬁf 38 - -
[Total Cash and Bank Domestic Loan
1. T 2. (1
Qﬁfrﬁﬁt 13 143,485,577.70(  80,905,971.90 il 39 4 -
Cash in Bank Other Loan
e TR R M. ERBARTHER
o 14 45,025,416.51|  32,658,222.16 Appropriation 8 40 4 4
Spocial Accoust _ Investment Loan
2. M % | e BATFRK L, p d
Cash on Hand Including: ADB Loan
v \ Bas .
o Y R & e | ossasmml® BlMERE | ] |
[Total Prepaid and Receivable IBond Fund
T W T B
Including:
L T “|Construction 43 - -
IADB Loan Interest Receivable LEfxpe:nditl.zres to be
Offset
BT AT PSRRI 3% t. RARET
ADB Loan Commitment Fee 18 - - 44 112,335,949.41 84,156,889.80
Receivable Total Payable B} )
. Rifs T |
RECTE AT SRk e I B e TR
19 i) L cluding: 45 | d
ADB Loan Service-Fee ADB Loan Interest
Reccivablc: s [Payable
-G FHHNER [ { W2 17 0% AR it 9%
20 - - i 46 4 o
Marketable Securities LTS o et
cc Payable
N EEmait RLfT AT RAE & A
5 A 2%
i i ADB Loan Service Fee e - 1
Total Fixed Assets Payable
Bl B R 4 2 y . N REKAEH £
Fixed Assets, Cost Other Payables b
W Rit#rH 8 . ERTBATS "
Less: Accumulated Depreciation | Appropriation of Fund ¥ ’
BREEeE . "R
24 - -
Fixed Assets, Net _ Retained s 50 2?,4-48.05 33,383.93
B e =i
25 - - - 51 - 4
Fixed Assets Pending Disposal
b2 B e A
Fixed Assets Losses in 26 " 1 - s2 - -
Suspense
e LSAAT BE&RRAT
o 27 715,017,205.35] 1,090,591,585.15 53 715,017,205.35} 1,090,591,585.15
Total Application of Fund Total Sources of Fund
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ii. Summary of Sources and Uses of Funds by Project Component
FE SR (—)
SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT I
AR E 2021 4£12 A 31 E

BH A EMFRBATRAT I ALK AR L RTE
Project Name: The ADB Loan Ningxia Liupanshan Poverty Alleviation Rural Road Development

Project

(For the period ended December 31, 2021)

GiEf: IMARBORATEANAEUKARAABFLREEESLE
Prepared by: The ADB Loan Ningxia Liupanshan Poverty Alleviation Rural Road Development Project

B ART T

Currency Unit: RMB Yuan

Management Office

Evaluation and Project Implementation
Capacity Development

x84 Bit
Current Period Cumulative
AR FH & A AR | HE BRI RitmlE St i
Eﬂ'mﬁﬁ K
Current year Current period | Current period Life of Cumulative Cumulative

B Budget Actual % completed PAD Actual % Completed
R - Toial Sovtiose ot Fids 453239,392.96|  403,749,503.53 89.08| 1,629,282,485.83| 1,006,401,311.42 61.77
— R SRERATK International 422,839,813.79|  345,889,321.33 81.80| 659,600,000.00]  540,755,808.91 81.98
Financing
1. EHIFRSBIT ADB 422,839,813.79|  345,889,321.33 81.80] 659,600,000.00]  540,755,808.91 81.98
— BE®4 Counterpart Financing 30,399,579.17 57,860,182.20 190.33|  969,682,485.83|  465,645,502.51 48.02
1 EERE Counterpart funds without 30,399,579.17]  57,860,182.20) 19033 969,682,485.83|  465,645,502.51 48.02
compensation
2 5 f2ME Counterpart funds with i J il y i 1
compensation _
3.2 E Other Counterpart funds | ] ] :' 7 N
U &I A4 Toul Application of Funds | 403:083,346.98 41817341281 103.74] 1,629,282,485.83|  989,705,040.46 60.74
(5 H W% _by Project Component) g : : g g -
LE AR A8 Priority Rural Roads | 41 064 654 55| 413,013,494.91 102.98| 1,469,676,667.00]  975,676,810.48 6639
Improvement
1.1 RAPFELAFKKE Rural Trunk Roads | 400,035,213.55|  412,989,948.91 10324 1,263,831,896.00]  854,231,408.14 67.59
[mprovement
1.2 /A H LA B2 Rural Feeder Roads 1,019,441.00 23,546.00 2.31| 205,844,771.00 121,445,402.34 59.00
Improvement
) R AR B2 AR % Rural 12,963.00 269,630.40 2,080.00 2,308,599.99 1,136,495.80 4923
Road Safety and Sustainability Enhancement
3 5 7 I S HERE /7 SR Impact 275,829.43 1,654,976.22 600.00|  11,213,199.84 3,325,942.14 29.66

4. iF3th 7132 K. %2 H Land Acquisition and

Resettlement




S E B E Y Project Management Fee

617 H # & 3¢ Project Preparation Fee

7.3 B ¥4 B¢ Project Assessment Fee

8. AT FIL B Contingencies - E - 113,743,900.00 - -
9,56 V9 %0 ) M2 B AR A< Financing Charges 1,739,900.00 3,235,311.28 185.95|  32,340,119.00 9,565,792.04 29.58
During Implementation

10.344th Other . 2 d o R J
¥ 5 Difference - -14,423,909.28 - - 16,696,270.96 -
1. Fede#k3E{k. Change in Receivables it 19,980,572.79 i y 19,980,572.79 -
2. Fift#k3E/k Change in Payables - 28,179,059.61 - 4 -84,156,889.80 .
3. Ptfd &3k Change in Cash and Bank A -62,579,605.80 - - 80,905,971.90 -
4. HAh Others - -3,935.88 - - -33,383.93 -




RE#EX (=)
SUMMARY OF SOURCES AND USES OF FUNDS BY PROJECT COMPONENT 11

AHARE2021412A31H

(For the period ended December 31, 2021)
HEHAR: IHFRBRTRATEAZ L RARNABLRETE
Project Name: The ADB Loan Ningxia Liupanshan Poverty Alleviation Rural Road Development Project

HBREAL: PHFXRORATEAELKARRABRFALTBCESINE

Prepared by: The ADB Loan Ningxia Liupanshan Poverty Alleviation Rural Road Development Project Management Office

HH A ARFT
Currency Unit: RMB Yuan
TAHSZH (Project Expenditure)
WHAR i B fTH = HFEHETEXH
Project o Ci I‘EZ?_ﬂ Assets _Transferred EBETE Construction If R
Components & Activities vwatve M | maEe T B R Work in Progress | Expenditures v
: Amount - ) o Transferred-out
Fixed Asset | Current Asset | Intangible Asset | Deferred Asset to be disposed
LERRNARIE
Priority Rura) Roads Improvement 975,676,810.48 - - - - 975,676,810.48 -
L1 R FEARRE ) ) J
Rural Trunk Roads Improvement 854,231,408.14 4 854231,408.14 ! -
1.2 RN XK A BEE |
Rural Feeder Roads Improvement 121,445,402.34 | 12144540234 d -
D RH A REMARFE R E
Rural Road Safety and Sustainability Enhancement e i % o : 1,136,495.80 - -
3.5 VP45 A1 B 3L HERE /7R /R Impact Evaluation and | j ]
Project Implementation Capacity Development 3,325,94214 i 3,325,942.14 il ¥
BB REE i 1 l ] | | | i
d Acquisition and Resettlement
5B HEER Project Management Fee - - g a K | J i
6.1 H 7 % % Project Preparation Fee - - - 4 o K 4 4
7.7 B ¥ 2% Project Assessment Fee - - - d N 3 J J

()& £ To be continued)
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Eﬁiﬂﬁﬂ.ﬁ Contingencies J ‘ 4 o N -

9. Sk B 7 /4] &9 Rk ¥ AL & Financing Charges During|

Implementation 9,565,792.04 - - - - 9,565,792.04

10.. 31 Other 4 a 3! . A J

41t Total 939,705,040.46 - ) - a 4 989,705,040.46

11
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iii. Statement of Implementation of Loan Agreement

K M E AT I Sz

STATEMENT OF IMPLEMENTATION OF LOAN AGREEMENT
AWK ZE 2021 4712 A 31 H

(For the period ended December 31, 2021)

FEHAR: EHFLRITRATEAR LKA ABERLERE

Project Name: The ADB Loan Ningxia Liupanshan Poverty Alleviation Rural Road Development Project
S EHFRBORZTEARLKRRRABFLARECESLZE

Prepared by: The ADB Loan Ningxia Liupanshan Poverty Alleviation Rural Road Development Project Management Office
fH R EL/ARTT

Currency Unit: USD/RMB Yuan
EHRAH RITREE
ERHEH fcouise ;
3 iaﬂ Ajmmt Current-period Withdrawals Cumulative Withdrawals
Category =t %5 HEART EVA maARD
USD USD RMB USD RMB
L. R FETFELE Civil Works Rural Trunk Road 92,930,000.00 44,309,987.34 282,507,186.29 64,825,294.10| 413,306,627.60,
2. BHIRE Consulting Services 1,200,000.00 259,765.22 1,656,185.11 515,150.29 3,284,443.70
27 3 ¥ P f

3. 3Vl 7049 2 /MAEFEFR " Training and Women's Group Road $50,000.00 12,099.12 77,140.37 139,930.91 892,157.51
Maintenance
4. SCia 1A IR ZE S Financial Charges During Implementation 5,020,000.00 368,222.40 2,347,675.56 1,334,752.28 8,509,980.10
5. €M Special Account - 10,000,000.00 63,757,000.00 18,000,000.00 114,762,600.00

it Total 100,000,000.00 54,950,074.08 350,345,187.33 84,815,127.58 540,755,808.91

12
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iv.Special Account Statement

e il Y S &

SPECIAL ACCOUNT STATEMENT
AMAEE 20214 12 H 31 €

(For the period ended December 31, 2021)

REAH EAFRBRARATEAZLRARNABLRETE HPT: PERTTEROTE LI
Depository Bank: Bank of China, Ningxia

Project Name: The ADB Loan Ningxia Liupanshan Poverty

Alleviation Rural Road Development Project
X F: 3444-PRC

Loan No. : 3444 -PRC

Gl TREREBEMBT

branch business department.

K%E: 106046108432

Account No.: 106046108432

REME: X7

Prepared by: Ningxia Hui Autonomous Region Department of Finance Currency: USD

AHSy: FMLRKFRCEER
Part A-Account Activity for the Current Period

& W
Amount

AR

Beginning Balance

6,900,552.73

A HATE AT EFh B
Total Amount Deposited this Period by ADB

54,336,407.66

AHFBBARB (FAFRAKSED
Total Interest Earned this Period if Deposited in Special Account

A B AR 3 H RS B T
[Total Amount Refunded this Period to Cover Ineligible Expenditures

D :
Deduct:

AR A
[Total Amount Withdrawn this Period

56,115,387.40

AR BIEE TP HIRS R
ITotal Service Charges this Period if not Included in Above Amount Withdrawn

HAK S
Ending Balance

$5,122,295.93

0= % To be continued)
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B #i%: HRAKS R

Part B-Account Reconciliation

& W
Amount

1. ETHRFEREH
Amount Advanced by ADB

18,000,000.00

Wb
Deduct:

2.TE4T ECR R
Total Amount Recovered by ADB

3. AR ERKS EWRERTN
Outstanding Amount Advanced to the Special Account at the End of this Period

18,000,000.00

4. TREKFRKT
Ending Balance of Special Account

5,122,295.93

im.
Add:

5. BEXYHA S P EREENKEIER
Amount Claimed but not yet Credited at the End of this Period

HEHS £l
Application No. Amount

6. BEXMR B MENK R FREKEM
Amount Withdrawn but not yet Claimed at the End of this Period

12,882,940.19

7. BRERRWZXH OKRFE S M 6=H)
Cumulative Service Charges (If not Included in Item 5 or 6)

Wb
Deduct:

8. FIBKA (EASFAKSEA)
Interest Eamed (If Included in Special Account)

3,236.12

9. AWK T RIS B TR
Total Advance to the Special Account Accounted for at the End of this Period

18,000,000.00

14
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W4 ok Mt

1. BB KR

ENFEABROTRATEAZLBERRANABRLETRERZ SN
3444-PRC, FHEM B AM mA L ERAADKRN, BEAEL 4
. BUH KRR EENI DM AR 24K 6 R AR,

FEHEZENX. BOE. BEE. 2FL. BAFE. $HEmEE
EEANMRE, GFE=AFEFH: (1) ANBNRERFER. (2) #E
RNBRERETHENE., (3) #TH0 TS, RETESLEEL. &
H1EHET£TEAE (2667 ANE)K 21 £ RN LS AK (1683 AR ),
FH2EFEERAALHFRPDAHT LEAEHRY . RGP HNIML. T
SARZLVERBEREAWE HEL. PH3AERAEE. B9t
AT A K B L R 3R

FATEEFAT 2016410 A2l HEMAETATEH, BARKYEHER
X, 28 1ETT. KA EMIE 2T 2017 48 4 F 10 B £17,
WARE 201747 F 14 B AR, KRAMMBRH 26 4, €3 S FHE MM,
TESTEHN 2021412 A 31, REMATRT 2022466 F 308
KW, HTFRAFEXMKMARTR, BHEEATR, B HEHZF 2023
6 H30H, 202244 28 EEATATERME. ZFTEHRELER
26554 LT (FIAART 162934275) , P EARK 140ET (3F
AART 6.5961070) » MABRTRE 1.6554 10T (FAARTT 9.697
1L7G) .

2.4 G il 6

EREARFBENENK, BOE, EL. 2EL. 8. ¥
FE BT I E R X e T LTE M40k, DURARSE 42 42 11 oy
XEIREHRREFRENFRMT LBk E 6 KW BT 58K ) )%
.

15



3. TELUHEK

3.0 ARIBMEH (3 F4h— M LARATR KR E UM ik wy il
sy OWERF 02005) 6 5 ) #L, RFHMEHESBREE (TFW
Bt RRARATE S E A ESH Y (BERF (20000 13 5)
B E kT,

IDARMEEESRHNGES, BATEE 1A 1BZ12A31H.

3.3 RFH SHHE DA F & A SRR EN, KAt E AR
IR, BLART A RKAAL T,

3.4 2E K AN Wb 44 o E A R ARAT 2021 4 12 A 31 BICRITH, W
USDI=A K T 6.3757 Jt.

4. #HEME A

4.1 FH X AT

mm@ﬁaiﬁkﬁm4mnmumm,%ﬁiﬁA%m
989,705,040.46 70, & &I PRI 60.74%.

42 HHKAE
2021 4 12 F| 31 H TR ARF AN AKT 80,905971.90 75, th L4
B AR 62,579,605.80 76, &R K P Hadr& AR T 32,658,222.16

TG

4.3 AT KR .
2021 45 12 A 31 HAH A AR 19,980,572.79 76, %M. WES
WERAS I IEK.

=k &

2@L¢Mﬂ3l&%ﬁ%k%ﬁ4ﬁﬁ%ﬂmﬂim%@%%ﬁﬁﬁ\
TEMKHREERE.
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AERER AL ET AR T 57,860,182.20 76, 2N LiEEE.
WE R RERA S HFART 969,682,485.83 1, #&ZF 2021 48 12 A 31
HE MR EART 465,645,502.51 75, & itX|H 48.02 %, A3 KL
BEE,

4.5 FEEE |

2021 4 12 A 31 H&H A AR T 540,755,808.91 70, Hw: EATHRZ
84,815,127.58 £ 70, A AR 540,755,808.91 TC.

# ZE 2021 £ R BT B AT 3% 84,815,127.58 £ 0, A AR
540,755,808.91 7o, &% KB 84.82%. . +# R 64,825,294.10
X6, ITEAR T 413,306,627.60 6, &% KB T B 69.76%; %k
%5 515,150.29 £ 75, & AR T 3,284,443.70 75, i K B #) 42.93%;
¥ foda 2o/ A B A 139,930.91 £ 70, & AR T 892,157.51 76, &
KB 16.46%; LG HE B HF A 1,334,75228 £ 575, HTAAET
8,509,980.10 7T, iz KB XIM 26.59%; & F K F 18,000,000.00 £ 75,
A& AR 114,762,600.00 7.

4.6 BT
2021 4F 12 A 31 BARF AN AR T 84,156,889.80 7T, ¥ E 2 R (kT
IRK. RERILA. XEcBfrdfTHaL,

4.7 8 RN
2021 48 12 F 31 B &BA R 33,383.93 70, £ & H K R4THEHF
BN

5.% FIK P E R g I

RERTE FRBNEER, FEEKRE B EMBTHALTFE HA
WK F, FPRERITTELST, KTH 106046108432, i f 4 £ 7.
& J K P 2018 45 & K # & 3,000,000.00 ¥ 55, 2019 4 3 & 3
8,000,000.00 3 75, 2021 4 X £ % %] 18,000,000.00 £ 55, EH#| BN #
5,236.12 £ 75, A4 BATE b 54,336,407.66 £ 76, X {t56,115,387.40
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%50, A% 512220593 £ 70 (A8 5236.12 £70) » REAMHAD
¥ AHE W sk i IRK A S 12,882,940.19 X TT.

6.3 At I

TH R AT RT ENFRRTRAGARK G N2 257 E &
B b B AR A BRI E AT LR AR T AMIRAEA — &
SHR B FRFL AR ERE.
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v. Notes to Financial Statements
Notes to Financial Statements

1. Project overview

The ADB Ningxia Liupanshan Poverty Alleviation Rural Road Development
Project, Loan Approval No. 3444-PRC, aims to increase the income of rural
residents in Liupanshan and reduce the incidence of poverty. The outcome of
the project will improve the rural road network in Liupanshan, especially in
poor areas. The project covers 7 counties (districts) of Yuanzhou District,
Haiyuan County, Tongxin County, Pengyang County, Jingyuan County, Xiji
County and Longde County with such three major objectives as: (1) rural
roads improvement and upgrading. (2) improvement of rural roads safety and
sustainability.(3) impact assessment and improvement of project
implementation capacity. The output (1) includes seven trunk roads (266.7 km)
and 21 rural feeder roads (168.3 km). The output (2) includes the employment
of women maintenance teams for the maintenance of feeder roads, outsourcing
of medium road maintenance, trunk road safety.review and road safety
capacity-building. The output (3) includes bottom-line surveys, impact
‘assessment analysis, and project implementation capacity improvement.

The ADB Board of Directors approved the project on October 21, 2016. The
ADB loan is a general source of funds of USD 100 million. The Loan
Agreement and Project Agreement were signed on April 10, 2017 with the
loan having taken effect on July 14, 2017. The term of the loan is for a period
of 26 years including a five-year grace period. The project completion falls on
December 31, 2021. The loan is scheduled to close on June 30, 2022. As the
loan reimbursement is still proceeding on, an application was submitted for
the extension of the date of account closure to June 30, 2023 and the
application for such extension was approved by ADB on April 28, 2022. The
estimated investment in the project totals USD 265.54 million (or RMB
1.6293 billion Yuan); of which, ADB loan: USD 100 million (or RMB 659.6
million Yuan); counterpart fund from local government sectors: USD 165.54
million (or RMB 969.7 million Yuan).

2. Scope of the Financial Statements

The financial statements include the financial statements of the trunk roads
and feeder roads submitted by the six sub-project departments which are the
transportation bureaus of Yuanzhou District, Haiyuan County, Tongxin County,
Pengyang County, Jingyuan County and Xiji County, the financial statement
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which was adjusted according to the final settlement amount of feeder roads of
Longde County and the special accounts of the Finance Department of
Ningxia Hui Autonomous Region.

3. Accounting Policies

3.1 The Financial Statements of the project are prepared according to “The
Circular of Ministry of Finance on the Unification of Methods of Accounting
for ADB Loan Funded Projects” (Caiguoji [2005] No. 6) and with reference to
the requirements of Accounting Methods for the World Bank Financed
Projects (Caijizi [2000] No. 13).

3.2 In accounting practice, the Gregorian calendar year is adopted as the fiscal
year starting on January 1 and ending on December 31.

3.3 The accrual basis and the debit/credit double entry accounting method are
adopted. RMB is taken as the base currency of accounting.

34 Fofeign currency business at the end of the year shall be converted
according to the exchange rate published by the People's Bank of China on
December 31, 2021, which is USD 1 = RMB 6.3757 Yuan.

4. Statement of Account

4.1 Total Project Expenditure

By 2021, the project expenditure had amounted to RMB 418,173,412.81 Yuan
with cumulative amount of expenditures having been RMB 989,705,040.46
Yuan, accounting for 60.74% of the target.

4.2 Monetary Fund

By December 31, 2021, the balance of monetary fund had amounted to
RMB80,905,971.90 Yuan, a decrease of RMB 62,579,605.80 Yuan from that
of the previous year. Of which, deposit amount with the Special Account had
amounted to the Chinese Yuan equivalent of RMB 32,658,222.16 Yuan. '

4.3 Amount Prepaid and Receivables

The amount of balance by December 31, 2021 had been RMB19,980,572.79
Yuan which are of the work cost paid by Pengyang and Xiji County with
counterpart fund.

4.4 Project Appropriations
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By December 31, 2021, the balance had been RMB 465,645,502.51 Yuan,
which is of special state fund and counterpart fund from local financial
sources at city and or county level.

The in-place amount of local counterpart fund in the year was
RMB57,860,182.20 Yuan in total, all are counterpart funds without
compensation. The scheduled amount of counterpart fund for the project totals
RMB969,682,485.83 Yuan with RMB465,645,502.51 Yuan of which having
been in place or available for the project by December 31, 2021, accounting
for 48.02%. All are counterpart funds without compensation.

4.5 Project Borrowings

By December 31, 2021, the balance of the project borrowings had amounted
to RMB540,755,808.91 Yuan. Of which, ADB loan: USD84,815,127.58 or
RMB540,755,808.91 Yuan.

By the end of 2021, the ADB loan had amounted to USD84,815,127.58 or
RMB540,755,808.91 Yuan, accounting for 84.82% of the target. And in
specific, USD64,825,294.10 or RMB413,306,627.60 Yuan for civil work,
accounting for 69.76% of the scheduled amount for work under this category;
USD515,150.29 or RMB3,284,443.70 Yuan for consulting services,
representing 42.93% of the scheduled amount for work under this category;
USD139,930.91 or RMB892,157.51 Yuan for training and women’s group
road maintenance, accounting for 16.46% of the scheduled target;
USD1,334,752.28 or RMB8,509,980.10 Yuan for financing charges during
implementation, accounting for 26.59% of the scheduled target; balance with
the special account: USD18,000,000.00 or RMB114,762,600.00 Yuan.

4.6 Payables

By December 31, 2021, the balance of payable had amounted to
RMB84,156,889.80 Yuan. Most of which are the payables for project

construction fee, quality guaranty, and amounts prepaid by the associated
organizations.

4.7 Earnings Retained

By December 31, 2021, the balance had amounted to RMB33,383.93 Yuan

which are the net income on the interest on the bank deposit with the special
account.

S. Use of Special Account
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As so required by the Loan Agreement, the project’s Advance Payment
Account No. 106046108432 was opened with Bank of China, Ningxia by
Ningxia Hui Autonomous Region Department of Finance. Currency of the
account: US dollar. Initial amount advanced to the account in 2018:
USD3,000,000.00 which was increased up to USD Yuan 8,000,000.00 in
2019 and further to USD18,000,000.00 in 2021. The cumulative amount of
interest earned: USDS5,236.12. The ADB-credited amount in the year:
USD54,336,407.66; Amount paid: USDS56,115,387.40; Balance amount:
USD5,122,295.93 (including an interest of USD5,236.12). By the end of the

period, the amount paid but not yet credited had amounted to
USD12,882,940.19.

6. Remarks

Difference between amount at the end and the beginning of the year of the
ADB loan in the Balance Sheet is not in compliance with the corresponding
amount of Current Period in the Summary of Sources and Uses of Funds by
Project Component I, and the corresponding amount of Current-period

Withdrawals (RMB) in the Statement of Implementation of Loan Agreement
are due to the exchange gains and losses over the years passed.
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