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I. Auditor’s Opinion
Auditor’s Opinion

To Project Management Office of Huangshan

We have audited the special purpose financial statement (from page 5 to
page 18) of Anhui Huangshan Xin’an River Ecological Protection and
Green Development by Asian Development Bank and KfW, which is the
Statement of Sources and Utilization of Funds as of December 31, 2021,
and Notes to the Financial Statement.

Project Entity's and Anhui Provincial Finance Department's
Responsibility for the Financial Statement

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 Anhui Provincial
Finance Department , which includes:

I. Preparing and fair presenting the accompanying financial statement 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 statement is 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

3



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 statement identified in the first paragraph
present fairly, in all material respects, Anhui Huangshan Xin’an River
Ecological Protection and Green Development by Asian Development
Bank and KfW as of December 31, 2021 in accordance with Chinese
accounting standards and system, and the requirements of the project loan
agreement.

Other Matter

We also examined the withdrawal applications and the attached documents
submitted to the Asian Development Bank and KfW. In our opinion,
except for the withdrawal application No. HSQO003,No.XN002,N0.003
and No0.004 and the attached documents lacking supporting evidence, the
others 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.

Anhui Provincial Audit Office of the People’s Republic of China
Jun.30,2022

Address: No.272 Tunxi road, Hefei, Anhui, P.R.China
Postcode: 230001

Tel.: 0086-0551-64687735
Fax: 0086-0551-64678386

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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I1. Financial Statements and Notes to the Financial Statements
(—) BEEEGR

I. Balance Sheet

BEFHR
BALANCE SHEET

2021 12H31H
(As of December 31, 2021)
MBEEMR: REEUFTTIREESRrSEERKRERB

Project Name: Anhui Huangshan Xin’an River Ecological Protection and Green Development Project

>, 4= A4St =0 15 > —
RN BUMIATEFRMBEDAE Bhan: ARMIT
Prepared by: Huangshan PMO Currency Unit: RMB Yuan
= pEve
w4 &5 A I K % & kW A EIPS T
Application of Fund Beginning Balance | Ending Balance Sources of Fund Beginning Balance | Ending Balance
No No
-, TiH AT —. DH&KZ AT
v o H e 1 4,008,165.05 207,887,446.87 Total Project 28 8,429,104.50 49,667,821.02

Total Project Expenditures Appropriation Funds

= TUH BRI H BA A

0.00 0.00 j i 0.00 0.00
Fixed Assets Transferred 2 PrOJ?Ct Capital and 29
Capital Surplus

T
FRERELY Sooh AR
Construction Expenditures 3 0.00 0.00 . 30 0.00 0.00

R Including: Grants
to be Disposed

1. AHER B

n

BIL R = T (H: e A
3. Feifiit 4 0.00 0.00 = MEfHRET 31 0.00 268,575,603.92
Investments Transferred-out Total Project Loan
1. TUH BB AR
1
4. R LFE 5 4,008,165.05 207,887,446.87 Total Project 32 0.00 268,575,603.92

Construction in Progress

T NS A BB

Investment Loan
(1) ESMEER

M

. 6 0.00 0.00 . 33 0.00 268,575,603.92
Investment Loan Receivable Foreign Loan
Forpr RS AR 7 BT AT FAAE
E Bk R T g
A 7 0.00 0.00 AEHITREAT | o) 0.00 186,532,068.34
Including: ADB & KfwW ADB
Investment Loan Receivable
= AR A p e
AT PR RS AT
Appropriation of Investment 8 0.00 0.00 KEW 35 0.00 82,043,535.57
Loan
Forh R AT AT A E Yk BREG1EEDE
Including :Appropriation of 9 0.00 0.00 Technical 36 0.00 0.00
ADB & KfW Investment Loan Cooperation
P A TR
7. &4 10 0.00 0.00 el 37 0.00 0.00
Equipment Co- Financing
R ETLS! Al o
SRR B @) Fh %
Including: Equipment Losses 11 0.00 0.00 . 38 0.00 0.00
. Domestic Loan
in Suspense
ey R NN oAt A2
i, RmEEa 12 18,708,451.45 140,693,055.01 2. H ek 39 0.00 0.00
Total Cash and Bank Other Loan
P M. RN TR
L HATTERR ABNBFHES
X 13 18,708,451.45 140,693,055.01 Appropriation of 40 0.00 0.00
Cash in Bank
Investment Loan
Hrpr: MK A AE 3K Hrp: AT A ] DR
X EP%FH}&F??T}\ 14 0.00 95,469.920.12 X EP.?Z@_)\‘”HT/FW ESfAE M 0.00 0.00
Including: Special Account Including: ADB Loan
2. Bl& fi. lfiFES
15 0.00 0.00 n 42 0.00 0.00
Cash on Hand Bond Fund




AN~ FEFIE S

75~ TS BBk At . .
N B ﬁ&rj&ﬁm H . 16 0.00 2,743,423.89 Construction Expenditures | 43 0.00 0.00
Total Prepaid and Receivable
to be Offset
For RIS A7 0 o [ B
AR . R R AT
HAHE 17 0.00 0.00 £ MRt 44 | 14,287512.00 33,069,059.61
Including: ADB & KfwW Total Payable
Loan Interest Receivable
W A7 A [ DR R P .
J;WEEW‘F TR PEOR e T 47 R 4
N S
&
0.00 0.00 > 0.00 0.00
ADB & KIW Loan 18 Including: ADB & Kfw 4
Commitment Fee
. Loan Interest Payable
Receivable
NSO AT AR FE DY 3K 55 4 AR AT A [ DY K
it 3 Wit
0.00 0.00 0.00 0.00
ADB & KfWLoan Service- 19 ADB & KfW Loan 46
Fee Receivable Commitment Fee Payable
LA AT A ] G K Bt
. HIES EACh L
0.00 0.00 ’ 0.00 0.00
Marketable Securities 20 ADB & KfW Loan 4
Service Fee Payable
I\ EE E AT VAN S e un
. 0.00 0.00 0.00 0.00
Total Fixed Assets 21 Other Payables 48
& 5 TP SR A s EFIRANGS
6152 5 F 4 22 0.00 0.00 e LIRN S S 49 0.00 0.00
Fixed Assets, Cost Appropriation of Fund
W 2 HTIA .
i o BB
Less: Accumulated 23 0.00 0.00 . . 50 0.00 11,441.22
. Retained Earnings
Depreciation
[E] & 527 19HE
0.00 0.00
Fixed Assets, Net 24
] 52 4% pevE
I?_lnszﬂﬁf% o 25 0.00 0.00
Fixed Assets Pending Disposal
4k TH R 22 7% < 4e
D eaalikac 26 0.00 0.00
Fixed Assets Losses in Suspense
in S RERIEAT
WA et 27 22,716,616.50 351,323,925.77 sk E it 51 22,716,616.50 351,323,925.77

Total Application of Fund

Total Sources of Fund




(Z) B#ER
1. Summary of Sources and Uses of Funds by Project Component
B #EZXR(E)
SUMMARY OF SOURCES AND USES OF FUNDS
BY PROJECT COMPONENT I
AEREZE 2021 £ 12 B 31 H
(For the period ended December 31, 2021)

MEER: REELUHFRIREESRIPSSERERE

Project Name: Anhui Huangshan Xin’an River Ecological Protection and Green Development Project
fmiEAn: BN TRARBDAE smEei: ARmT
Prepared by: Huangshan PMO Currency Unit: RMB Yuan

A it
Current Period Cumulative
N Ny S 5ER L N e
Amita | Amgem | R e | BEFER | B
. Current i H SR . .
Current Current Period . . Cumulative Cumulative %
. Period % Life of PAD
Period Budget Actual Actual Completed
Completed
YRS S A
VERIE AT 310,400,000.00 | 309,814,320.44 99.81% 1,455,434,881.15 | 318,243,424.94 21.87%
Total Sources of Funds
—.  [EPREmALTTR
B/T%@ i /\.J‘TA. 250,854,910.00 | 268,575,603.92 107.06% 1,072,749,973.00 268,575,603.92 25.04%
International Financing
1. WK EHRIT ADB 161,379,000.00 | 186,532,068.34 115.59% 689,870,009.00 186,532,068.34 27.04%
2. JBE S IUE AT KW 89,475,910.00 | 82,043,535.57 91.69% 382,879,964.00 82,043,535.57 21.43%
—L WERSE
. . 59,545,090.00 41,238,716.52 69.26% 382,684,908.15 49,667,821.02 12.98%
Counterpart Financing
Counterpart Financing from 43,458,490.00 | 31,865,990.88 73.33% 284,276,008.15 36,295,094.38 12.77%
Municipal Government
2. BREFT 4
Counterpart Financing from 16,086,600.00 9,372,725.64 58.26% 98,408,900.00 13,372,726.64 13.59%
County Government
3. [HAF
A . 0.00 0.00 0.00% 0.00 0.00 0.00%
State-owned Enterprises Funds
4. HAth Others 0.00 0.00 0.00% 0.00 0.00 0.00%
T AT RIH A
Total Application of Funds 310,390,000.00 | 203,879,281.82 65.68% 1,455,434,881.15 | 207,887,446.87 14.28%
(by Project Component)
1. RIS AR
Upgrading of the urban point 106,463,400.00 | 84,110,834.10 79.00% 538,038,198.00 84,110,834.10 15.63%
source pollution management
facilities.
2. JBRAAT s RS
PEH B R 5
Enhancing rural point and 87,000,000.00 57,322,772.83 65.89% 471,995,535.57 57,322,772.83 12.14%
non-point source pollution
control facilities and systems
TS R BT AL
Piloting of green financing 80,000,000.00 44,550,000.00 55.69% 257,667,509.58 44,550,000.00 17.29%
mechanisms
A TR RGN H B Y
fie /1
Strengthening capacity for 26,289,000.00 10,158,618.60 38.64% 111,747,800.00 10,158,618.60 9.09%
ecological system and project
management
5. H'& Other Expenditures 10,637,600.00 7,737,056.29 72.73% 75,985,838.00 11,745,221.34 15.46%
#5  Difference 105,935,038.62 110,355,978.07




A it
Current Period Cumulative
N . e N
Amitkm | A | PWERE | s | Rkl
: Current T H SR ) .
Current Current Period . . Cumulative Cumulative %
. Period % Life of PAD
Period Budget Actual Actual Completed
Completed
STl e AR i
1. PofGEREEAE Change in 2,743,423.89 2,743423.89
Receivables
S AT e AR H
2. RIS Change in -18,781,547.61 -33,069,059.61
Payables
e T TR AN AR H
3. WRMBE24L Change in 121,984,603.56 140,693,055.01
Cash and Bank
4. H'&  Other -11,441.22 -11,441.22




mE#ERO
SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT IT
AHIEZE 2021 F£ 12 B 31 H
(For the period ended December 31, 2021)

MESR: ZHELFRTSESRIFSREAERE

Project Name: Anhui Huangshan Xin’an River Ecological Protection and Green Development Project

> 4= AT o 15 > —
RN BN TRFIMEDAE LmEf: ARMIT
Prepared by: Huangshan PMO Currency Unit: RMB Yuan
TH N T H S
Project Component Project Expenditure
it SAAT B AR H S B R
Cumulative Amount Assets Transferred TEEE TS Construction Invc;sltn;(e;ts
[&] 58 B 7= Viklligns S Wi aa I GiE B Work in Progress Expenditures to be Transferred-out
Fixed Asset Current Asset Intangible Asset Deferred Asset Disposed
1 T TG Ra H
Upgrading of the urban point source pollution 84,110,834.10 84,110,834.10
management facilities.
2. IMBRAAT REAN AR RUUR TS Jeds i A R G
Enhancing rural point and non-point source pollution 57,322,772.83 57,322,772.83
control facilities and systems
it |
3EATRERBINN _ 44,550,000.00 44,550,000.00
Piloting of green financing mechanisms
AR RGO H L R
Strengthening capacity for ecological system and project 10,158,618.60 10,158,618.60
management
5. H'& Other Expenditures 11,745,221.34 11,745,221.34
41t Total 207,887,446.87 207,887,446.87




(=) BRIPENTIERE
Iii. Statement of Implementation of Loan Agreement
B RibEH T EREFE EMNTRIET)
STATEMENT OF IMPLEMENTATION OF LOAN AGREEMENT (ADB)
AHIEZE 2021 F£ 12 B 31 H
(For the period ended December 31, 2021)

MERR: REELFIREESRPSZEKENE

Project Name: Anhui Huangshan Xin’an River Ecological Protection and Green Development Project

RPN BUUMIATERMBEDAE tmEi: ARMIT
Prepared by: Huangshan PMO Currency Unit: RMB Yuan
8 B AAE FESR AL FRitfEa s
ES il Loan Amount Current-period Withdrawals Cumulative Withdrawals
Category RRTT BTG e AR BKTC fra AR
EUR EUR RMB EUR RMB
1 . SRS RRS
73,580,000.00 5,136,540.07 37,084,278.34 5,136,540.07 37,084,278.34
Works, Goods, Services
2. EAMETES (DS
3,450,000.00 0.00 0.00 0.00 0.00
Green Incentive Fund (Cash Grant)
3. FORRERESE RAFRT)
13,060,000.00 0.00 0.00 0.00 0.00
Green Investment Fund (Equity Contribution)
45K
20,700,000.00 149,447,790.00 20,700,000.00 149,447,790.00
Special Account
it Total 90,090,000.00 25,836,540.07 186,532,068.34 25,836,540.07 186,532,068.34
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BE®RMERITRERERERE (EESHEHEIRT)
STATEMENT OF IMPLEMENTATION OF LOAN AGREEMENT (KfW)

mMB&ER: TREUFRIMSEESRFSZERRETE
Project Name: Anhui Huangshan Xin’an River Ecological Protection and Green Development Project
RN BEUMIATRARBDIAE

Prepared by: Huangshan PMO

AEAEZE 2021 £ 12 H 31 H
(For the period ended December 31, 2021)

gmef: ARMT

Currency Unit: RMB Yuan

% B U A AR PR REL Rt
B A Loan Amount Current-period Withdrawals Cumulative Withdrawals
Category O™ [OTH mEART OTH fEART
EUR EUR RMB EUR RMB
1. kg, BWREiIRS
41,745,000.00 0.00 0.00 0.00 0.00
Works, Goods, Services
2. EAMETES (DS
1,725,000.00 0.00 0.00 0.00 0.00
Green Incentive Fund (Cash Grant)
3. GRS (JRAERTD
6,530,000.00 0.00 0.00 0.00 0.00
Green Investment Fund (Equity Contribution)
4.4 Rk
11,363,842.76 82,043,535.57 11,363,842.76 82,043,535.57
Special Account
&t Total 50,000,000.00 11,363,842.76 82,043,535.57 11,363,842.76 82,043,535.57

11



() SRAWFERR

Iv. Special Account Statement

TRAKPERRE

(IEMFFERTT)

SPECIAL ACCOUNT STATEMENT (ADB)
AEBEZE 2021 F 12 H 31 H
(For the period ended December 31, 2021)

MBEMR: THELFTTRRESRIPS
FERREIE

Project Name: Anhui Huangshan Xin’an River

Ecological Protection and Green Development

Project t:¥5X5: 3888-PRC

Loan No. 3888-PRC

JRIRERNL: ZHEBIT

Prepared by: The Finance Department of Anhui

Province

FREITER: PERITZRHED1TTE SR
Depository Bank: Bank of China Anhui
Branch Business Department

S 181261461905-1

Account No. : 181261461905-1

ML KT

Currency: EUR

ARGy AL AR B
Part A-Account Activity for the Current Period

& W
Amount

LIEIPS
Beginning Balance

0.00

b iip
Add:

AHEAT [ R A
Total amount deposited by ADB

25,836,540.07

AIIF SN SET FENE K #850)
Total Interest Earned this Period if Deposited in Special Account

6.60

AP B S 3 A
Total Amount Refunded this Period to Cover Ineligible Expenditures

0.00

W
Deduct:
FIASAT S

Total Amount Withdrawn this Period

15,588,246.10

AR AAELE AT BRI 55 3 S

Total Service Charges this Period if not Included in Above Amount

Withdrawn

0.00

WIRAH
Ending Balance

10,248,300.57

(J&%ETo be continued)
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B #i4r: Ak
Part B-Account Reconciliation

& B

Amount

LAE TR ARAT R R A
Amount advanced by ADB

20,700,000.00

y
Deduct:

2 NI R ARAT NS A
Total amount recovered by ADB

ST AR RE W 8 AT A

Outstanding amount advanced to the Special Account

20,700,000.00

4. B HIARRH

Ending Balance of Special Account

10,248,300.57

LYIIE
Add:

5. B AR O F AR i oK (R b5 200
Amount Claimed but not yet Credited at the End of this Period

e
il 8

Application No. Amount:

6.4 2 A I R B SOAHE R i TRk 840
Amount withdrawn but not yet claimed

10,451,706.03

7. MRS5S BARS CnsR & TE 5 1 6 A=)
Cumulative Service Charges (If not Included in Item 5 or 6)

W
Deduct:

0.00

8. RN (FENE K #655)

Interest Earned (If Included in Special Account)

6.60

9. ZAJIYIR L FIK P B IRAF
Total Advance to the Special Account Accounted for at the End of this
Period

20,700,000.00
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€ H K PR R (FESXEHEIET)
SPECIAL ACCOUNT STATEMENT (Kfw)
AEIEZE 2021 F 12 B 31 H
(For the period ended December 31, 2021)

MBS THEURRTRIBESFRIFS  Province
SRR FRRTER: ERTREESITE R
Depository Bank: Bank of China Anhui

Project Name: Anhui Huangshan Xin’an River )
Branch Business Department

Ecological Protection and Green Development e
Project 5¥3k5: 29830 IKS: 181261461905-2

Loan No. 29830 Account No. : 1_81261461905-2
I THIE RhMz: BT

RIREANT. LHEMEIT : B

Prepared by: The Finance Department of Anhui urrency:

AT AW AR SSCRE L &

Part A-Account Activity for the Current Period Amount
LIEIPS
Beginning Balance 0.00
.
Add:
A SR 5 DEARAT AR S
Total amount deposited by  KfwW 11,363,842.76
AIAFEMN S FENE K #5)
Total Interest Earned this Period if Deposited in Special Account 3.80
BIAE RS H AL
Total Amount Refunded this Period to Cover Ineligible Expenditures 0.00
W
Deduct:
AIAL B
Total Amount Withdrawn this Period 8,388,567.05
AINAR B HEAE S AT IR ST e S
Total Service Charges this Period if not Included in Above Amount
Withdrawn 50.00
HIAR A
Ending Balance 2,975,229.51

(JF%ETo be continued)
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B #i4r: Ak
Part B-Account Reconciliation

& B

Amount

14 [ 52 DAHRAT IR R A
Amount advanced by KfW

11,363,842.76

Wb
Deduct:

2,418 [ 5T PEARAT ST S A
Total amount recovered by Kfw

3. AHIIR A I B AT 3K

Outstanding amount advanced to the Special Account

11,363,842.76

4. B HIAR R W

Ending Balance of Special Account

2,975,229.51

m:
Add:

5. B AR O F AR K i oK (R b5 200
Amount Claimed but not yet Credited at the End of this Period

0.00

e
il 8

Application No. Amount:

6. W ASPIAR CSAHE AR F I TRIK 240
Amount Withdrawn but not yet Claimed at the End of this Period

8,388,567.05

7. MRS5S BARS CnsR & TE 5 1 6 A=)
Cumulative Service Charges (If not Included in Item 5 or 6)

50.00

U
Deduct:

8. RN (FENE K #655)

Interest Earned (If Included in Special Account)

3.80

9. YR L FIK P B IRAF
Total Advance to the Special Account Accounted for at the End of this
Period

11,363,842.76
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() MSIRRHGE
MASSHRBRMIE

1.IRE R

M ARITHEEE X ENRI TR AT HE L RILA
HESRIPSFEAREINE, 555079 3888-PRC, 29830, 2020
F 6 B5emiliT (takinE) 1 (B ) &7, 2020 £ 11 B
STRIEESXERRT (ERiE) EiT. 7. BREEXEERT
Ao AITF 2020 F£9 B, 2021 F 2 B4, MBARIEHEL 14.55
{ZIT AR, HPFIBIITEEN 9009 FRUT. EEEMMEERITE
7 5000 SET. IEZIRABERABK AR SHGAE. KRN
FRIFESHROE. SRESRNNA. BEIRFHINAE,

2. MSSiRRmHIEE

A FSRFRAVRESEE SRR HEM BT B RS EEL. &=
TN BEIERA (BB, mkFIE. mEREERE. ™
FRFLD). HUERRBEREFGRAE, mE=XMNET{T/
RIS IRER.

3. FERITHEER
3.1 AYSHRREBVEES (HFRITRAIESTHZEDE)
(Wfr== (2000] 13 5) BYEXRTRH).

3.2 2R EFERANGES, BIgFE 1B 1 HE 12 A 31
H.

3.3ASZELL "NERES" FRCKEN, REBERE
ICHGEICHK, LAARMAIEKANI.
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4.1 IRE~SZH
8= 2021 ££12 A 31 H, IMB&RITSZH AR 207,887,446.87
TT.

4.2 WHEE
2021 £ 12 B 31 BEMESREHART 140,693,055.01 7T,
SEHRITER,. PSRN EFEREVIART 95/469,920.12 7T,

4.3 TRB LK

H=E 2021 £ 12 B 31 H, EitANEEREARD
49,667,821.02 5t, HHmEHFEESE ARM 36,295,094.38 J,
BEFEREREARM 13,372,726.64 T,

4.4 B &K

&= 2021 £ 12 A 31 H, AMBERTRIAT. BEENEST
AR RE /9 37,200,382.83 BRT, &R 1 BXoT=7.2197 7T
ARDMRFZRE RIS ART 268,575,603.92 7T; RiTiEmiR
I T, BEEEE 23,976,813.15 BT, %R 1 BT=7.2197
TTARMAFERE LG ARM 173,105,397.9 7T,

4.5 NATFR
#Z 2021 ££12 A 31 H,ImBRAIF&1T AR 33,069,059.61 7T,

5 EEMWF{ERER

AIMEEAKFPREFTERITLZEED1TEEE, TR 2 MK
P, WHFEEEeFHAMKES 181261461905-1, E(ER=ES
FWPMEH 181261461905-2, M HRRTT, TW{TEEEES T
FHEBYISER 0 Bios, &= 2021 &£ 12 A 31 H, TRAKFRiHKE
TTEF& < 25,836,540.07 RRyT, Bt MBERAII TSR E
15,588,246.1 Bi7t, BitE=aFlE 6.6 BT, ERAKP I TRANES
SREN 10,248,300.57 BT, EIERFSEE U HIYIRER 0 BRyT, #
ZF 2021 £ 12 B 31 H, EAKFEREITKIEREAES
11,363,842.76 BT, Bit>(TIMBIZFEERFEE 8,388,567.05
Koo, RitszHiRSS2: 50 Riyo, RitEEFIE 3.8 Ky, TAKF
EREAEBEEREN 2,975,229.51 RXIT.
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Notes to Financial Statements
1. Project Brief

The loan No. of Anhui Huangshan Xin’an River Ecological Protection
and Green Development by Asian Development Bank and KfW are
3888-PRC and 29830. Its Loan Agreement and Project Agreement were
signed with ADB in June 2020, and the Loan Agreement was signed with
KFW in November 2020. The loans from ADB and KFW took effect in
September 2020 and February 2021 respectively. The total project
investment was about RMB1.455 billion yuan, including a loan of
EUR90.09 million from ADB and EUR50 million from KFW. The project
construction is divided into four categories: Urban point source pollution
control, rural point source and nonpoint source pollution control, green
financial system piloting and capacity improvement.

2. Scope of the Financial Statements

The Financial Statement covers the financial statements developed by the
Government Debt Management Office of Anhui Provincial Department of
Finance, ADB Office in Huangshan City and project entities under the
Government of Huangshan City (Huangshan Municipal Forestry Bureau,
Huangshan Municipal Water Resources Bureau, Huangshan Municipal
Data Resources Bureau, Huangshan Municipal Ecological Construction
and Conservation Center for Xin'an River Basin), Huangshan Sinosure
Investment Holding Group Co., Ltd. and ADB Offices of three districts
and four counties under the municipality.

3. Significant Accounting Policies

3.1 The Financial Statement is prepared according to the requirements of
the Accounting Methods for World Bank Loaned Project (CJZ [2000] No.
13) issued by the Ministry of Finance.

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 for the accounting. RMB is used as the recording
currency of bookkeeping.

3.4 According to the Notice of the Ministry of Finance on the Applicable
Exchange rate for Financial Reports of Lending and Grant Projects of
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International Financial Organizations in 2021, the Financial Statement is
prepared at the exchange rate of EUR1 = RMB7.2197 yuan.

4. Explanation of Subjects
4.1 Project expenditures

As of December 31, 2021, the cumulative project expenditures were
RMB207,887,446.87 yuan.

4.2 Monetary funds

As of December 31, 2021, the monetary fund balance was
RMB140,693,055.01 yuan, all of which are bank deposits, including the
special account balance of RMB95,469,920.12 yuan.

4.3 Project appropriation funds

As of December 31, 2021, the cumulative appropriation funds were
RMB49,667,821.02 yuan, including municipal government-supported
funds of RMB36,295,094.38 yuan and county government-supported
funds of RMB13,372,726.64 yuan.

4.4 Project loans

As of December 31, 2021, the accumulative loan funds of the Project
withdrawn from the special account of ADB and KFW were
EUR37,200,382.83, which was converted to RMB268,575,603.92 yuan
according to the final year-end accounting exchange rate of EUR1 =
RMB7.2197 yuan. The accumulative loan funds withdrawn from ADB
and KFW were EUR23,976,813.15, which was converted to
RMB173,105,397.9 yuan according to the final year-end accounting
exchange rate of EUR1 = RMB7.2197 yuan.

4.5 Payables

As of December 31, 2021, the total project payables amount to
RMB33,069,059.61 yuan.

5. Use of Designated Account

The special account for the Project was set up in the Business Department
of Anhui Branch of the Bank of China, with 2 sub-accounts. The
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sub-account No. of ADB-loaned fund is 181261461905-1, and
sub-account No. of KFW-loaned fund is 181261461905-2, with the
currency being Euro. The beginning balance of ADB-loaned fund
sub-account is EURO. As of December 31, 2021, the accumulative loan
funds of special amount received from ADB were EUR25,836,540.07, the
accumulative loan funds withdrawn from ADB for project payment were
EUR15,588,246.1, with an accumulative deposit interest of EUR6.6, and
the ADB-loaned fund balance in the special account was
EUR10,248,300.57. The beginning balance of KFW-loaned fund
sub-account is EURO. As of December 31, 2021, the accumulative loan
funds of special amount received from KFW were EUR11,363,842.76,
the accumulative loan funds withdrawn from KFW for project payment
were EURS8,388,567.05, with an accumulative service fee expenditure of
EUR50and an accumulative deposit interest of EUR3.8, and the
KFW-loaned fund balance in the special account was EUR2,975,229.51.

6.0ther matters that need to be explained
None.
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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 the applicable
provisions of the loan agreement

1. The project payment and supervision fees of RMB434,200 yuan were
paid beyond the provisions.

First, the project progress payment of RMB138,700 yuan was claimed in
advance. The project payment for 161m enclosure wall removal works of
Huangshan Subproject was declared and withdrawn, but actually, only
45m enclosure wall was removed, indicating inconsistency between
declared quantities of works and actual quantities of works, but the
project payment was claimed in advance. Second, the project progress
payment of RMB182,900 yuan was falsely claimed. The declared
quantities of some completed works in the Urban Rainwater and
Wastewater Pipe Improvement and Upgrading Project in Huangshan
District were inconsistent with those in the as-built drawing, indicating
false reporting of the quantities of works. Third, the project supervision
fees of RMB112,600 yuan were paid beyond the contract. For the
Ecological Village Construction Project in Xinhua Village, Huangshan
District and the Comprehensive Control Project of the Caocun River, the
payment progress was 16.06% and 18.20% respectively for the project
payment, and 30% and 29.82% respectively for the supervision fees in
the same period, which did not comply with the provisions that 30% of
supervision fees shall be paid cumulatively when 40% of the project has
been completed.

The above practice did not comply with Article 5 of the Administrative
Measures for Withdrawal and Reimbursement for Loan Projects of the
International Financial Organization (CJ [2007] No. 58) issued by the
Ministry of Finance, stating that "Indirect withdrawal and reimbursement
entities shall be liable to the authenticity and legality of the original
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reimbursement documents submitted”. According to the audit, we
suggested your office deduct false withdrawal and reimbursement, and
strengthen review to prevent occurring such a problem. Your office had
accepted our audit opinions.

2. The construction was inconsistent with the design drawing, with an
extra amount of RMB2.1389 million yuan withdrawn and reimbursed.

The construction design drawings were not issued for some engineering
changes as required, price summing of all items in BOQ was not carried
out, and withdrawal and reimbursement were still carried out according to
the original design. First, in the actual construction process of receiving
well in Package C1 of Xiuning Subproject, the construction process of
receiving well was changed from the open caisson method to the inverse
method with the Owner's consent. By December 2021, 38 receiving wells
had been completed, and the original design process price has been
withdrawn and reimbursed, with an extra amount of RMB84,800 yuan
withdrawn and reimbursed at the price of original design process. Second,
the gully for Songluo Road Section of Xiuning Subproject was originally
designed to be a precast concrete prefabricated gully, but it was actually a
bricked one. No erection bars were provided for the concrete module
manhole as per the design requirements. No cushions were laid for Qiyun
Avenue as per the design drawings, with an extra amount of RMB2.0541
million yuan withdrawn and reimbursed due to non-compliance with the
drawing, e.g. inconsistency between the backfill and that in the drawing.

The above practice did not comply with the Code of Valuation with Bill
Quantity of Construction Works (GB50500-2013) issued by the Ministry
of Housing and Urban-Rural Development, stating that "8.2.1 The
quantities must be determined in accordance with the quantities to be
measured for the Contract Works completed by the Contractor.”
According to the audit, we suggested your office urge each project
implementation entity to adjust the project settlement price according to
the actual conditions, recover the overpaid project payment, and review
the works not constructed according to the drawings, so as to ensure the
construction project quality, improve the system in the future, implement
the responsibilities of the project price settlement audit management
subject, draw inferences about other cases from one instance and
strengthen the comprehensive audit of the project settlement price. Your
office had accepted our audit opinions.

Issues on project management
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1. There was a delay in obtaining the construction permit.

Construction tendering of Huizhou Subproject Phase Il was carried out
before obtaining the review certificate of construction drawing. This
project, Package C2 of Xiuning Subproject and Yixian Subproject were
commenced before obtaining the construction permits. There were delays
of 6 months, 3 months and 4 months respectively in obtaining
construction permits for the above projects.

The above practice did not comply with the following provisions. As
specified in Article 7 of the Construction Law of the People's Republic of
China, the Owner shall, in accordance with the relevant national
provisions, apply to the competent administrative authorities of
construction of the people's government at or above the county level in
the place where the project is located for a construction permit... As
specified in Sub-clause (4) of Article 8 of the Measures for ADB-loaned
Ecological Conservation and Green Development Project Management in
the Xin'an River Basin in Huangshan (Trial), ...drawing review shall be
carried out as per ...requirements. As specified in Articles 14 and
15, ...shall be met and such commencement procedures as construction
permit shall be obtained... before the issue of Commencement Order.
According to the audit, we suggested your office urge each subproject
implementation entity to re-apply the construction permit timely and
strengthen management to put an end to such problems. Your office had
accepted our audit opinions.

2. Engineering change procedures were not standardized.

The contract amount of Package 1 of Tunxi Subproject was RMB7.1922
million yuan, and the engineering change amount was RMB2.7715
million yuan, accounting for 38.5% of the contract amount, with an
amount of RMB686,600 yuan reduced in change, and an amount of
RMB2.0849 million yuan increased. The project was subject to
completion acceptance in October 2021, and the above engineering
changes were only agreed on by ADB until December 2021. In addition,
the Owner and the Supervisor of Package 1 of Tunxi Subproject did not
seal the change notice with incomplete procedures, with an engineering
change amount of RMB1.0275 million yuan.

The above practice did not comply with Article 17 of the Measures for
ADB-loaned Ecological Conservation and Green Development Project
Management in the Xin'an River Basin in Huangshan (Trial), stating that
"Contract Review. Upon review by the consultation management
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company, the engineering changes shall be submitted by ADB Office to
ADB for review until ADB no objection is raised from ADB, as well as
Article 16 of the Implementation Measures for Whole-process Cost
Management in the Implementation Stage of Huangshan Municipal
Government-invested Project, stating that "The engineering change
certification shall be implemented strictly, ... metering and pricing
documents shall be signed by qualified personnel authorized by
construction, design, supervision, construction and project cost
consultation enterprises, and reviewed, signed and confirmed by project
leaders of all parties ... change certification documents shall be signed by
at least 2 persons of all parties." We suggested your office urge each
subproject implementation entity to perform engineering change
procedures strictly. Your office had accepted our audit opinions.

3. The Supervisor failed to properly perform its duties properly.

First, the Construction Supervisor's Project Director of Urban Rainwater
and Waster Pipe Network Renovation Works of Huizhou Subproject was
not on site when the Huizhou PMO conducted the 5" site inspection.
Second, the Chief Supervision Engineer of Xiuning Subproject (Packages
C2-C7) was inconsistent with the person as agreed in the contract. Third,
the Supervisor's personnel of Yixian Subproject were not provided
completely as agreed in the contract.

The above practice did not comply with the Supervision Contract for
Project Construction, stating that “The Consultant shall ensure that the
personnel nominated in the Technical Proposal are able to complete
various tasks, and only change relevant personnel with the written
approval of the Project Owner." and "Daily reports shall be
prepared...supervision logs and relevant supervision records shall be
kept..." According to the audit, we suggested that your office strengthen
the supervision over the fulfililment of duties by the Supervisor and
investigate the responsibilities of the default party in strict accordance
with the contract. Your office had accepted our audit opinions.

Issues on project performance

1. The trial operation effect of wastewater treatment terminal did not
reach the design standards.

As required by the design of Package 3 of Tunxi Subproject, the
wastewater discharge in domestic wastewater treatment project in Yiqi
Town shall be in accordance with Class 1 A in the Discharge Standard of
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Pollutants for Municipal Wastewater Treatment Plant (GB18918-2002).
According to the audit, total phosphorus and ammonia nitrogen in the
effluent water quality during the trial operation of wastewater treatment
project in Wainantang Village, Qianshan Village and Zhongze Village
were above acceptable levels and failed to reach the Class 1 A.

The above practice did not comply with Article 10 of Law of the People's
Republic of China on the Prevention and Control of Water Pollution,
stating that "Any water pollutant discharge shall not go beyond the
standards for water pollutant discharge and the control index for total
amount of major pollutants discharge as specified by national or local
governments." According to the audit, we suggested that your office urge
the Owner to improve the relevant wastewater treatment projects, so as to
ensure that wastewater discharge up to the standards. Your office had
accepted our audit opinions.

2. Design defects affected project operation.

No wastewater receiving well was reserved in the construction drawings
of Huaiyu Block, Songluo Road and Qiyun Avenue Projects in Xiuning
County as required by the planning scheme, so that wastewater could not
be discharged and connected upon the project completion. In order to
discharge and connect wastewater in the plant area, pipes must be broken
again and new wastewater receiving well must be built in the later stage,
increasing the investment and affecting the project utilization effect.

The above practice did not comply with Article 12 of the Measures for
the Administration of Loans and Grants of International Financial
Organizations and Foreign Governments (Order of the Ministry of
Finance No. 85 in 2016), stating that "Appropriate project supporting
funds...and monitor the project performance in accordance with legal
loan and grant documents and domestic regulations." According to the
audit, we suggested that your office urge the Owner to improve the
construction drawing and works, and strengthen  review of the
construction drawing of follow-up projects, so as to ensure that the
follow-up projects can meet the expected requirements. Your office had
accepted our audit opinions.
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