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I. Auditor’s Opinion

Auditor’s Opinion

To Hebei Provincial Government Foreign Debt Project Management
&Service Center

We have audited the special purpose financial statements (from page 5 to
page 19) of Hebei Clean Heating Project Financed by the World Bank,
which comprise the Balance Sheet as of December 31, 2020, the
Summary of Sources and Uses of Funds by Project Component, the
Statement of Implementation of Loan Agreement and the Special
Account Statement for the year then ended, and Notes to the Financial
Statements.

Project Entity and Hebei Provincial Finance Department's
Responsibility 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
Hebei Provincial Finance Department, which includes:

1. Preparing and fair presenting the accompanying financial statements in
accordance with Chinese accounting standards and system, and the
requirements of the project 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 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, in all material respects, financial position of Hebei Clean
Heating Project Financed by the World Bank as of December 31, 2020,
its financial receipts and disbursements, the project implementation and
the receipts and disbursements of special account for the year then ended
in accordance with Chinese accounting standards and system, and the
requirements of the project loan agreement.

Other Matter

We also examined the withdrawal application from No.HBO012 to
No.HBO015 and the attached documents submitted to the World Bank
during the period. In our opinion, those documents comply with the
project loan agreement and can serve as basis for loan withdrawal.

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

Hebei Provincial Audit Office of the People’s Republic of China

June 29, 2021

Address: No.195, South Youyi Street, Shijiazhuang City, Hebei Province,
P.R. China

Postcode: 050051

Tel.: 86-311-88606354

Fax: 86-311-88606120

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
(—) ReTEX

i. Balance Sheet

T E 4 Fr:

® e FHEX

BALANCE SHEET
2020 4F 12 A 31 H

(As of December 31, 2020)
HRBATR AT FERATETE

Project Name: Hebei Clean Heating Project Financed by the World Bank
A AL AL BORSME TUE E B RS
Prepared by: Hebei Provincial Government Foreign Debt Project

Management & Service Center

HEf: AR

Currency Unit: RMB Yuan

= =
% 4 i e W% PSS e ST e WA WA K
Application of Fund Noe Beginning Balance | Ending Balance Sources of Fund Noe Beginning Balance| Ending Balance
. —. BIHRR A
—. BiH A o
. . 1 604,340,802.02 705,232,170.83 Total Project 28 179,964,792.28 258,939,457.03
Total Project Expenditures ha
Appropriation Funds
. S TUHHBRASTHEARAR
L S 2 - - Proj;ct Capital a;d B 29 40,000,000.00 40,000,000.00
Fixed Assets Transferred . U U
Capital Surplus
Py -
2: {ﬁ“‘z?ﬁIJ\AEiHJI o gk
Construction Expenditures to be 3 - Includine: G 30 - -
Disposed ncluding: Grants
sy = - N Iﬁ i:l:/t‘/v/& 1
3. FeHiB 4 ) =. mAfRa 31 469.456,460.91|  525,397,996.95
Investments Transferred-out - Total Project Loan
T 1. TUH R B
4 E@‘T‘ﬁ 5 604,340,802.02 705,232,170.83 J H B 3 32 469,456,460.91 525,397,996.95
Construction in Progress Total Project Investment Loan
. LA 5 R A 1) [EAMEK
R R (1) B 33 469,456,460.91 525,397,996.95
Investment Loan Receivable - - Foreign Loan
. B AR - 4 A
Including: World Bank Investment| 7 - - Including: IDA 34 _ -
Loan Receivable neluding:
=. kAT BAE R 5 bR 2 M K ARAT
= BATHRS 8 BIFRENTT R RI7 35 469.456,460.91|  525397,996.95
Appropriation of Investment Loan - - IBRD
BB A AT AN 2 . .
‘Erh.ﬂzﬁﬂiﬁ‘mm BARGEE
Including :Appropriation of World| 9 _ hnical . 36 - -
Bank Investment Loan Technical Cooperation
Mg, #4f 10 KA b % 37
Equipment - - Co- Financing - -
o R ER B M B R !
Incl di; . E i)ze}nt Losses 11 @ BEPytEaR 38
. uams: Equip ) ) Domestic Loan ) )
in Suspense
. MR EAT 2. HARfE K
i R Eat 12 90,331,269.69|  128,242,547.11 fiefer 39
Total Cash and Bank Other Loan - -
P M. bRk N5
L AR S
. 13 90,331,269.69 128,242,547.11 Appropriation of 40 - -
Cash in Bank
Investment Loan
> Crpr R NHEAT DY 3K
o 4 K 7 SN A S
. . 14 51,439,202.13 66,001,004.45 Including: World Bank 41 - -
Including: Special Account
Loan
2. e s ] IS o
Cash on Hand Bond Fund - -

Ja#: (To be continued)




4 (continued)

o
AN

AT B RIS £

PN~ R H S

16 64,548,847.98 45,445,387.04 Construction Expenditures | 43 ) i
Total Prepaid and Receivable
to be Offset
Horr: AT B R .
_ B RAEERE T
Including: World Bank Loan 17 44 69,226,918.67 53,830,646.55
Total Payable
Interest Receivable
AT DY RO T B
’ ’ - (| R SRR 8 ) )
World Bank Loan )
18 Including: World Bank 45
Commitment Fee
Loan Interest Payable
Receivable
RIS IHEAT DR 5 4 o AT DY RO T B
World Bank Loan Service- | 19 ) ) World Bank Loan 46 ) )
Fee Receivable Commitment Fee Payable
REATHEAT BERR 5E 4  F 3%
b HHES i . S . -
20 World Bank Loan Service | 47
Marketable Securities
Fee Payable
. SRS A . 25 A
A BB Ei 21 i 1é \ RZRE 48 572,747.83 752,004.45
Total Fixed Assets Other Payables
[l 5 B 7 SR A » Juv EFIENTSE 9
Fixed Assets, Cost ) ) Appropriation of Fund ) )
2T .
B [ BN
Less: Accumulated 23 ) ] 50 - -
Retained Earnings
Depreciation
[i] 5 B 7 AR "
Fixed Assets, Net . . . .
[B] & % 737 2 55
Fixed Assets Pending Disposal ) ) ) )
(RO E R A TS 2
Fixed Assets Losses in Suspense ) ) j i
Prdr i A e S
Heam et 27 759,220,919.69 878,920,104.98 HERIR AT 51 759,220,919.69 878,920,104.98

Total Application of Fund

Total Sources of Fund




(=) RE#EX

ii. Summary of Sources and Uses of Funds by Project Component

HEHAER (—)
SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT [

AU ZE 20204 12 A 31 H
(For the period ended December 31, 2020)

TE 4R FARAT 0SS B e T E

Project Name: Hebei Clean Heating Project Financed by the World Bank

Grdi AL AL BUR M T E & B RS 00

Prepared by: Hebei Provincial Government Foreign Debt Project
Management & Service Center

wemEf: AR

Currency Unit: RMB Yuan

A it
Current Period Cumulative
g 5 i Lo g .
wtbE | A | IR BitwmE | Rtk
Current Period Current Period P u}-rzrl/ Li f;; £PAD ) Cumulative Cumulative %
Budget Actual C erlol . Od Actual Completed
omplete
kR
;;Zﬁsﬁoﬁ;rzle?—of Funds 236,728,037.00 134,916,200.79 56.99% 1,059,799,400.00 824,337,453.98 77.78'%
—. bR RS K
Intemtli/oﬁlmsiri;;ijr;gm 172,578,037.00 55,941,536.04 32.42% 615,000,000.00 525,397,996.95 85.43%
;/Efjfig{ 172,578,037.00 55,941,536.04 32.42% 615,000,000.00 525,397,996.95 85.43%
2T R BT ] ] ] ] ] ]
ADB
RS Y 4 (e 4 AT R
Cﬁiﬁ;‘pﬁf iﬁin:n%iﬁ SR 64,150,000.00 78,974,664.75 123.11% 444,799,400.00 298,939,457.03 67.21%
1. ofEmE o o
Grant Counterpart Fund 64,150,000.00 78,974,664.75 123.11% 444,799,400.00 298,939,457.03 67.21%
I s bf
I{‘)i:jaﬁQAﬁpgﬁopriation 15,000,000.00- 30,000,000.00 200.00% 89,000,000.00 86,460,569.85 97.15%
?qﬁ?jﬁﬁfl\on - - - 40,000,000.00 40,000,000.00 100.00%
N £
lé;tejf;{?fflf financing 49,150,000.00 48,974,664.75 99.64% 315,799,400.00 172,478,887.18 54.62%
2. AERE } : ) _ _ ;
Non-grant Counterpart Fund
1) ] ] ] ] ] ]
State Bond
2) ERfEK ] ] ] ] ] ]
Domestic Loan
3. HE ) ) ) ) ) )
Others
BAZEHL T 7
”f“;fi iﬁicnatgl(o%F:ni LR 272,781,836.00 100,891,368.81 36.99% 1,059,799,400.00 705,232,170.83 66.54%
e AR T T
Di;tri;:%r'ljli/a\t‘i‘;g%slumbproject 270,589,246.00 99,539,001.48 36.79% 1,044,423,175.00 697,158,948.33 66.75%
L AAESE H BECRI T R I H
Chengde District Heating and 75,155,800.00 45,422,285.11 60.44% 220,185,000.00 143,542,668.88 65.19%
Energry Efficiency Subproject

J& 4% (To be continued)




4 (continued)

2. KF AP AT IUH
Zhangjiakou District Heating
Subproject

52,284,946.00

10,891,909.08

20.83%

315,047,575.00

231,713,998.35

73.55%

3. T B AR RE R T I H
Pingshan District Heating and
Energry Efficiency Subproject

71,452,500.00

31,004,914.26

43.39%

157,120,000.00

79,329,243.49

50.49%

4. T8 & Tk R PR P 7 T H
Xingtai Industrial Waste Heat
District Heating  Subproject

71,696,000.00

12,219,893.03

17.04%

352,070,600.00

242,573,037.61

68.90%

2 HUMIBE T R BORTR H B Ry
District Heating Subproject

2,192,590.00

1,352,367.33

61.68%

15,376,225.00

8,073,222.50

52.50%

ZE5t

Difference

1. RIRGRAR

Change in Receivables

2. A AL
Change in Payables

3. BB
Change in Cash and Bank

4. e
Other

34,024,831.98

-19,103,460.94

15,396,272.12

37,911,277.42

-179,256.62

119,105,283.15

45,445 387.04

-53,830,646.55

128,242,547.11

-752,004.45




HE #E X (=)
SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT II

A ZE 20204 12 31 H
(For the period ended December 31, 2020)

TE 4R RARAT Bt O AL SR T E
Project Name: Hebei Clean Heating Project Financed by the World Bank
G AL FTALE B SM OUE B B ARG

Prepared by: Hebei Provincial Government Foreign Debt Project Management & Service Center

e i AR

Currency Unit: RMB Yuan

TH > H
Project Expenditure
TiH M2 LA B e
Project Component K Assets Transferred
Cumulative Amount I 5 7 WaF ™ TI5™ LT
Fixed Asset Current Asset Intangible Asset Deferred Asset

TEE TR
Work in Progress

2B H S
Construction
Expenditures to be
Disposed

AR
Investments
Transferred-out

— T I

District Heating Subproject 697,158,948.33 ) ) ) )

697,158,948.33

LR GG T ARG e 0 H
Chengde District Heating and
Energry Efficiency Subproject

143,542,668.88 - - - -

143,542,668.88

2. 5K K AP AT IUH
Zhangjiakou District Heating
Subproject

231,713,998.35 - - - -

231,713,998.35

3T AR AR R T U H
Pingshan District Heating and
Energry Efficiency Subproject

79,329,243.49 - - - -

79,329,243.49

4. & Lolk RS e 715 H
Xingtai Industrial Waste Heat District Heating
Subproject

242,573,037.61 - - - -

242,573,037.61

T HUMIRE A VAN H A B SR

222. - - - -
District Heating Subproject 8,073,222.50

8,073,222.50

&1t Total 705,232,170.83 - - - -

705,232,170.83




(2) RAWBRPATHIK
iii. Statement of Implementation of Loan Agreement
BRI EHIATRERLEX
STATEMENT OF IMPLEMENTATION OF LOAN AGREEMENT

AHEE 20204 12 A 31 H
(For the period ended December 31, 2020)

TE 4R FARAT 0 AL S B e T E
Project Name: Hebei Clean Heating Project Financed by the World Bank
R FTALE BURSMi IR B RS

Prepared by: Hebei Provincial Government Foreign Debt Project Management &Service Center

WhEA: T/ ART T
Currency Unit: USD/RMB Yuan

e SUR G ARAE PSR N C
% 5l Loan Amount Current-period Withdrawals Cumulative Withdrawals
Category It %70 e AR ES e AR
USD USD RMB USD RMB

Lt LREMAEE RS

Goods, Works and Non-consulting Services

89,670,000.00

11,460,505.83

74,778,654.48

63,806,017.51

416,327,883.64

(a) TH 1.1 #45r—KiE

Consulting Services, Training and Seminar

X 18,089,000.00 3,251,167.66 21,213,543.86 12,753,417.68 83,214,775.02
Part 1.1 of Project
Ti AN g
(b) BH 1.2 ﬁ.ﬂﬂ AT 29,889,000.00 2,332,396.77 15,218,655.68 22,203,919.92 144,878,357.08
Part 1.2 of Project
i R S| ZANSER Y T4
(©) A 1. 3ﬁ.ﬂﬂ Pl 11,810,000.00 2,375,182.96 15,497,831.30 5,942,314.01 38,773,004.68
Part 1.3 of Project
17 A PN
(d) 5H 1.4 ﬁMJ\ i 29,882,000.00 3,501,758.44 22,848,623.65 22,906,365.90 149,461,746.86
Part 1.4 of Project
R 33 Lt 2
2. WHRTS S BE & 2,500,000.00 244,547.34 1,595,646.94 1,196,124.51 7,804,592.82

JG %L (To be continued)
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42 (continued)

3. FLR K A 2

. 7,580,000.00 1,522,938.37 9,937,020.57 5,269,857.85 34,385,295.49
Interest and Commitment Fee
4. R E R IR Ay ) ) ) ) )
Interest Rate Cap or Interest Rate Collar Premium
5. Skt 250,000.00 - - 250,000.00 1,631,225.00
Front-end Fee
T
6 %i}&)ﬂ - - - 10,000,000.00 65,249,000.00
Designated Account
41t Total 100,000,000.00 13,227,991.54 86,311,321.99 80,521,999.87 525,397,996.95

11




(W) TRKFHR

iv. Special Account Statement

TRXK P ®X
SPECIAL ACCOUNT STATEMENT

AH#ZE 20204 12 A 31 H
(For the period ended December 31, 2020)

TE AR WRRATRAFTAEE SRR E TFPRATA R FARITAE ZEE L
Project Name: Hebei Clean Heating Project Depository Bank:Shijiazhuang Branch Business
Financed by the World Bank Department, Bank of Hebei

BT 8566-CN K= 01985149000600

Loan No. 8566-CN Account No. : 01985149000600

R FAE BT TmME: X

Prepared by:The Finance Department of Hebei Province Currency: USD

ARGy A K P U B A
Part A-Account Activity for the Current Period Amount

LEEIES 7,373,527.44

Beginning Balance

B4
Add:

AN FEERAT 4 24 11,705,053.17
Total Amount Deposited by World Bank

AHIF BN SE FENE K853 33,191.23

Total Interest Earned this Period if Deposited in Special Account

AIIAE M S I A
Total Amount Refunded this Period to Cover Ineligible Expenditures

Wb
Deduct:

A AT A 8,996,480.35
Total Amount Withdrawn this Period

AR BLIELE ST (KIAR 55 2% 52 40.00

Total Service Charges this Period if not Included in Above Amount Withdrawn

IR R 10,115,251.49
Ending Balance

J& 4 (To be continued)

12



%4 (continued)

Bk : RIS

Part B-Account Reconciliation

a1
Amount

1.

AT E RAE RS
Amount Advanced by World Bank

10,000,000.00

Wb
Deduct:

N

AT [ A
Total Amount Recovered by World Bank

@

AHIAR L K 8 A7 K 8
Outstanding Amount Advanced to the Special Account at the End of this Period

10,000,000.00

he

I IR AR

Ending Balance of Special Account

10,115,251.49

R4
Add:

o

T AJIIUIR 2 PR R A o R [ b <50
Amount Claimed but not yet Credited at the End of this Period

Hig 5 ExJl
Application No. Amount

=

E AR ESCATE AR F I K A
Amount Withdrawn but not yet Claimed at the End of this Period

-3

L REHBRICH RS 5 M6 A2

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

150.00

Wb
Deduct:

*®

FURWN RN I E83)

Interest Earned (If Included in Special Account)

115,401.49

©

AR A TP 1 AR A
Total Advance to the Special Account Accounted for at the End of this Period

10,000,000.00

13




(£) Mk
Tt 4k i E

1.3 B #E L

Y RBRATRATAEE R AT ETE (ULTEHR “AIE”) F
2016 £ 1 F 19 H A B MATE E 2 H0E, REBFT 2016 43 A 24
HERGHRBATLITZTE N CREMEY. CTE B , 5t
TRZAVALET, KT H 8566-CN. AT H KX EHATZE KETAE
I T I E R R SRR IR S, IR IR E AR R A
FRPHR, ARETETEHRT AN 71 7T EREREK
Ao n e R AR RS, ) A K ) R B Ak AR
T8, R ALE WA S B AR BRI KA A E . R
WA ELERREZER X TREREETTHME, TE TR & #
FHERHART 152,722 A n (2MeTHEFER A RLERN
— ¥ T#2 35903 F6), WENARKT 142,995 7t (& & F 9 E
FEREAREELRN IR, —HIRHLIOREN 34,381 7).
HTREXOEBOE T AYRRPIE, TREDART 2,634.16 7 7T,
TE x| A E BRI AR T 140,361 76 (&6 F3E A
HARAZERH—H TR 34381 Fn), EFMHFRTERMA 112
%55, FE I 2020 4 12 F 31 H %T,2021 48 6 F 30 H XK.

T SE AL B 3

o AAMEH N EE AR FTANE

o KRB WRENRNAHRFTAAH

o il Bt R KA F

o & AERE 52 885 A IR F

2.0 %54 1 96 B
A 5 WA oy G R o B L HE 4 ST IUE EY I S SRR R BT
LT RK P k.

3. FELSUBK
3.1 AT EH W5 R IZE M B (HRETRATEH 2% E
EY (MFRFE (2000) 13 %) WEXREH.

14



322U MEFEEXRAAAES, WAREFF1A1EHE 12 A
31 H.

33ATEH 2WZH U “MFL AR FHEKEN, RAFR
ERLKEILIK, UART A IRIKAL .

3.4 # i B E AR ARAT 2020 4F 12 A 31 B L=, B USDI=A R
M 6.5249 0.

435 & FHE 9

4.1 B E L H

AT E X AR 100,891,368.81 7T, ZHTE X AR
705,232,170.83 Ju, H A& T 4% 705,232,170.83 JT.,

4.2 B¢ HA

2020 4F 12 A 31 H R H AR F A AR T 128,242,547.11 7t,
WL P ERA T AAR T 66,001,004.45 6, A HETIE
AHEER 4.

4.3 AT KR Wk
2020 £ 12 A 31 B FfF B N WCR & F 0 A K T 45,445,387.04 7,
FEHATTE TR KR

4.4 T E K

#E 2020 F 12 A 31 BEHEHKARFTAHART 258,939,457.03
T, AHR. F. W, BRTELFENEREAREL S, L
AEFTE 62,362,509.07 5, KK D THE 46,473,874.15 75, F 1l
TIH 76,574,613.80 Ju, A& FTIHE 73,528,460.01 TT.

4.5 B E FARMIE AR

# % 20204 12 A 31 H B H AL A F 0 A K T 40,000,000.00
T, BAKK O TFHE BRALBRITEANTL KR, 2018 L F25
BENKZXOTARUFLABERARAEL T,

15



4.6 TE &%
BE 2020 4F 12 A 31 ETERZAF HNART 525,397,996.95
T6. A EATR K.

4.7 fLAYER
2020 4 12 Al 31 H &% 3 AK T 53,830,646.55 1, TE LT
TE AT TR,

4.8 K XK
B ZE 2020 4F 12 A 31 HEAH AN ART 752,004.45 1. EEZ K
RHE KPR EBRNBETFEFHNRF.

5.% R K PR E DL

AFEHATRAXERAK P EEALRITEREE LI, KK
01985149000600, i f X % . £ A K F & K F & 10,000,000.00 %
TG. ZK P 2020 FEM A F A 7,373,527.44 £ 6, KEFEE 2L
11,705,053.17 2 70, #] B &N\ 33,191.23 2 71, K4 Z T 8,996,480.35
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v. Notes to the Financial Statements

Notes to the Financial Statements

1. Project overview

Hebei Clean Heating Project (hereinafter referred to as “the Project”) was
approved by the World Bank Board of Directors on January 19, 2016 with
the loan amount of USD 100 million. The Loan Agreement was formally
signed on March 24, 2016 between the Chinese Government and the
World Bank. The loan number is 8566-CN. The Project Development
Objective (PDO) is to improve the efficiency and environmental
performance of the heating systems in the selected project areas of Hebei
Province, so as to reduce the emission of greenhouse gas and air
pollutants, and to provide more reliable and efficient heating services for
710,000 urban residents of the project cities and counties. The project
will also provide demonstrations for adopting the clean heating in other
regions and promote the sustainable development of social economy and
the construction of environmentally friendly society in Hebei Province.
According to the approval of the Project restructuring by Hebei
Development and Reform Commission , the original total investment of
RMB 1,527,220,000 yuan (including RMB 359,030,000 yuan of Xingtai
subproject’s own funds for construction of its project phase I) reduced to
RMB 1,429,950,000 yuan (including RMB 343,810,000 yuan for Xingtai
project phase I). Zhangjiakou’s cancellation of biomass heating activity
leads to a reduction of the total investment by RMB 26,341,600 yuan.
The total investment of the project reduced again to RMB 1,403,610,000
yuan (including RMB 343,810,000 yuan of Xingtai subproject’s own
funds for construction of its project phase I). Among the total investment,
the World Bank loan is USD 100 million. The project is expected to be
completed on December 31, 2020 and the loan will be closed on June 30,
2021.

The project implementing agencies involve:

Chengde Heating Group Co., Ltd

Zhangjiakou Dongyuan Heating Co., Ltd

Pingshan County Urban and Township Heating Co., Ltd

Xingtai Xuyang An’neng Heating Co., Ltd

2. Consolidation Scope of the Financial Statements

Consolidation scope of the financial statements covers the designed
account statement of Hebei Provincial Finance Department and the
financial statements of the four subprojects.

3. Accounting Policies
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3.1 The Financial Statements of the project were prepared according to
the requirements of Accounting Methods for the World Bank Financed
Project (Caijizi[2000]No.13 ) .

3.2 In accounting practice, the Gregorian calendar year is adopted as the
fiscal year from January 1 to December 31.

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

3.4 The exchange rate adopted in the financial statements was the
exchange rate on December 31, 2020 of the People’s Bank of China,
which is USD1= RMB 6.5249 yuan.

4. Explanation of Subjects

4.1 Total Project Expenditures

The project expenditure in 2020 was RMB 100,891,368.81 yuan, and the
cumulative expenditures were RMB 705,232,170.83 yuan, among which
the construction in Progress was RMB 705,232,170.83 yuan.

4.2 Cash and Bank

On December 31, 2020, the balance was RMB 128,242,547.11 yuan,
including RMB 66,001,004.45 yuan in the Designated Account after
conversion. The remaining was counterpart funds provided by each
subproject.

4.3 Prepaid and Receivable

The balance on December 31, 2020 was RMB 45,445,387.04 yuan,
mainly comprising of advanced payments for civil works expenses and
receivables of the subprojects.

4.4 Project Appropriation Funds

The balance on December 31, 2020 was RMB 258,939,457.03 yuan,
which was from central, provincial, municipal and county-level
government and each PIUs. Among which, Chengde subproject RMB
62,362,509.07 yuan, Zhangjiakou subproject RMB 46,473,874.15 yuan,
Pingshan subproject RMB 76,574,613.80 yuan and Xingtai subproject
RMB 73,528,460.01 yuan.

4.5 Project Capital and Capital Surplus
The balance on December 31, 2020 was RMB 40,000,000.00 yuan, which
was originally put by National Development Bank for Zhangjiakou
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subproject investment. In the first half of 2018, all of the amount was

transferred into Zhangjiakou Dongshan Development Investment Co.,
Ltd.

4.6 Project Loan
The balance on December 31, 2020 was RMB 525,397,996.95 yuan,
which was from IBRD loan.

4.7 Payable
The balance on December 31, 2020 was RMB 53,830,646.55 yuan,
mainly the civil works payable of each subproject.

4.8 Other Payable
The balance on December 31, 2020 was RMB 752,004.45 yuan, mainly
by the DA earned interest deducting the service change.

5. Special Account

The Special Account of the project is set in Shijiazhang Branch Business
Department of Hebei Bank, with the account number of 01985149000600,
and USD as the currency unit. The initial deposit to the Special Account
was USD 10,000,000.00. The beginning balance of 2020 was USD
7,373,527.44 and the reimbursement in 2020 was USD 11,705,053.17. In
2020, the interest earned was USD 33,191.23, and the disbursement was
USD 8,996,480.35, and the service charge was USD 40.00. Thus, the
ending balance was USD 10,115,251.49.

6. Other Explanation for the Financial Statements

Due to the change of foreign exchange rate, there are discrepancies
between the beginning and ending balance of the IBRD loan in the
Balance Sheet, and inconsistency between the current year’s loan
received in the Summary of Sources and Uses of Funds by Project
Component and the amount of current year’s withdrawals (disclosed in
RMB) in the Statement of Implementation of Loan Agreement.
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III. 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. In
our opinion, the project will be good for reducing the emission of
greenhouse gas and air pollutants. We have not found any weaknesses or
problems on the above mentioned aspects.
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