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I . Auditor’s Opinion
Auditor’s Opinion

To Guangdong Agricultural Pollution Control Project Office,

We have audited the special purpose financial statements (from page 6 to page
23) of Guangdong Agricultural Pollution Control Project Financed by the
World Bank, which comprise the Balance Sheet as of December 31, 2015, the
Summary of Sources and Uses of Funds by Project Component, the Statement
of Implementation of Loan Agreement and Grant Agreement and the Special
Account Statements for the year then ended, and Notes to the Financial
Statements.

Project Entity and Guangdong 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 is the responsibility of your entity, while the
preparation of the Statement of Implementation of Loan Agreement and Grant
Agreement and Special Account Statements is the responsibility of
Guangdong Provincial Finance Department, which includes:

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

il. 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 necessary procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The procedures
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selected depend on the auditor’s ethical 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, the financial position of Guangdong
Agricultural Pollution Control Project Financed by the World Bank as of
December 31, 2015, 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 (grant) agreement.

Other Matter

We also examined the loan withdrawal application from 8311CN-001 to
8311CN-002, the grant withdrawal application from TF15418-001 to
TF15418-002 and the attached documents submitted to the World Bank during
the period. In our opinion, those documents comply with the project loan
(grant) agreement and can serve as basis for loan and grant 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.

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

June 16, 2016



Address: No. 361, West Huangpu Avenue, Tianhe District, Guangzhou City,
Guangdong Province, P.R. China

Postcode: 510630
Tel: 86-20-87078196
Fax: 86-20-87078201

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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= MEHREMEHENE
II. Financial Statements and Notes to the Financial Statements
(—) RFeTéEx

i. Balance Sheet

Prepared by: Guangdon

TUH AR HRRATR A ()

BALANCE SHEET
20154 12 A 31 H

(As of December 31, 2015)
B AR R T R e I E
Project Name: Guangdong Agricultural Pollution Control Project Financed by the World Bank
WAL TARERLVERGLREETEEESAE

Agricultural Pollution Control Project Office

A AR

Currency Unit: RMB Yuan

e TR N - s TR R A
wo® &5 M Line EUEIE IR % wo& kW Line CUEIE v WA
Application of Fund No Beginning Balance | Ending Balance Sources of Fund No Beginning Balance | Ending Balance
. —. BHZK AT
—. Iﬁ I
H HJ'A it . 1 18,024,692.56 84,357,951.90 Total Project 29 46,498,600.00 82,940,017.73
Total Project Expenditures o
Appropriation Funds
s 4 ZL WHBEASHHEEAAR
1. SERERE 2 - - li E J\tzg ljtJlE E?I:L'tjl 30 - -
Fixed Assets Transferred roject Lapital and L-apita
Surplus
2 Pl Seefr g
Construction Expenditures 3 - - Including: Grants 31 - -
to be Disposed &
: L = T A
3. Heth B 4 . | DR 32 1,529,750.00 47,078,600.00
Investments Transferred-out Total Project Loan
o 1. T H B R
4 E@T%; . 5 18,024,692.56 84,357,951.90 Total Project 33 - -
Construction in Progress
Investment Loan
— - Sn P A7 PR A A
+ PR AT SR AR 6 - | O BAER 34 1,529,750.00]  47,078,600.00
Investment Loan Receivable Foreign Loan
Horre <2 AT AT YR s
/\EPEZq&ftf"EF"LLﬂTT w7 E‘T’Zﬁﬂd‘l’ﬁﬁ]‘%
Including: World Bank 7 - - Including: IDA 35 - -
Investment Loan Receivable &
= AR IR AR BRI MTT R AR
Appropriation of Investment 8 - - 1T 36 1,529,750.00 47,078,600.00
Loan IBRD
Horbr AR AT AT ST BAREAEEST
Including :Appropriation of 9 - - Technical 37 - -
World Bank Investment Loan Cooperation
L) TpAr il %
. 10 - - . . 38 - -
Equipment Co- Financing
REZ LYV ED ]
EW".@& %%ﬁﬂuﬁi Q) EpE%
Including: Equipment Losses 11 - - . 39 - -
. Domestic Loan
in Suspense
T BmEEat 2. HAbfEk
Total Cash and Bank 12 2,510,502.53 14,799,568.72 Other Loan 40 - -
1. #ATAER V9. GEF K
1 2,51 2. 14 72 41 - 473.4
Cash in Bank 3 ,510,502.53 ,799,568.7 GEF Grant 8,339,473.46
BT PTG e
EFTT%;TRTA &Ik A7 LR R
» 14 - 6,671,829.38 A iation of 42 - -
Including: WB Special I ppropriation o
nvestment Loan
Account
GEF ML HIK 17 Forpr gk NI4T HEK
K 15 - 4,695,478.66 Including: World Bank 43 - -
GEF Special Account Loan
2 W 6 ] A R R “ ] ]
Cash on Hand Bond Fund

Ja4: (To be continued)




Total Application of Fund

Total Sources of Fund

e 7R N - 5 TR T A
wo® &5 M Line EUEIE HIAR % wo& kW Line CUEIE v WIRH
Application of Fund No Beginning Balance | Ending Balance Sources of Fund No Beginning Balance | Ending Balance
-~ oA B R E S
N ﬁ S 7‘/’/\
A BT RBIGR G 17 37,362,384.03 46,874,35539|  Construction Expenditures | 45 - -
Total Prepaid and Receivable
to be Offset
FHorbr RS AT DR AR 2 A
Including: World Bank Loan 18 - - A\ BT 46 9,869,158.59 7,662,749.71
. Total Payable
Interest Receivable
AN, T
RO AU SR AHIAT SERR
orid Bank Loan 19 - - Including: World Bank 47 - -
Commitment Fee
. Loan Interest Payable
Receivable
¥ G AN o s
S S8 e 5 LIRS R
i 20 : . World Bank L 48 . .
World Bank Loan Wor ank Loan
. . Commitment Fee
Service- Fee Receivable
Payable
RLA AT DR % 42
. AR , i ) LL] 49 ] )
Marketable Securities World Bank Loan
Service Fee Payable
[El7E G At - ) e Rzemait % ) )
Total Fixed Assets Other Payables
il v S s ] RN . ] ]
Fixed Assets, Cost Appropriation of Fund
W R IR _ ;
Less: Accumulated 24 - It %Eﬂ&)\ . 52 70.53 11,035.11
L Retained Earnings
Depreciation
[l e 1 s ) 1 ) )
Fixed Assets, Net
e v o 9 ] I . -
Fixed Assets Pending Disposal
Ao AL BRI T 5574 R
Fixed Assets Losses in 27 - -|- - -
Suspense
% &1 R ERIFET
i it 28 57,897,579.12 146,031,876.01 B it 53 57,897,579.12 146,031,876.01




(=) HE#EX

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

W OE#EX()
SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT I

AYEE 201541231 H
(For the period ended December 31,2015 )

WE 4R HRRATRK () T RR VIR LIEEIE
Project Name' Guangdong Agricultural Pollution Control Project Financed by the World Bank
GWEAL: JAERLERGREEREECESLNE P B ARG

Prepared by: Guangdong Agricultural Pollution Control Project Office Currency Unit: RMB Yuan
A RKit
Current Period Cumulative
AHHRI AR A A TE L e e Ritseplt
. : . U it e )
Current Period Current Period Current Period % X i Cumulative %
Life of PAD Cumulative Actual
Budget Actual Completed Completed
‘(??' PSS ‘»‘M/\ T
ReRmat 249,071,200.00 90,329,741.19 36.27% 1,323,104,900.00 138,358,091.19 10.46%
Total Sources of Funds
—. AT
PR s AL SR 130,542,000.00 45,548,850.00 34.89% 620,000,000.00 47,078,600.00 7.59%
International Financing
1. EPREMTFRBRAT
: gﬁ7€ﬂ7itﬂu 130,542,000.00 45,548,850.00 34.89% 620,000,000.00 47,078,600.00 7.59%
= gk
SIRFHE SRR 7,582,600.00 8,339,473.46 109.98% 31,620,000.00 8,339,473.46 26.37%
GEF grant
= RERE
. . 110,946,600.00 36,441,417.73 32.85% 671,484,900.00 82,940,017.73 12.35%
Counterpart Financing
WEIBMH A RN
Total Application of Funds  (by Project 249,071,200.00 66,333,259.34 26.63% 1,323,104,900.00 84,357,951.90 6.38%
Component)
LIABE A A R R a5 H
Environmentally Friendly Crop 61,620,300.00 24,074,121.33 39.07% 295,150,900.00 33,480,155.37 11.34%
Production
2 B SRR
HERAYEETERE 151,100,700.00 29,064,627.86 19.24% 869,095,500.00 29,279,975.73 3.37%
Livestock Waste Management
3. WIS VRS RE S S A B
Monitoring and Evaluation, Capacity
33,441,900.00 8,658,741.20 25.89% 103,850,000.00 12,908,533.02 12.43%
Building and Knowledge
Management
ERURER¢:1
2,908,300.00 4,442,118.95 152.74% 53,458,500.00 7,065,887.78 13.22%
Project Management
SEAERY
- 93,650.00 - 1,550,000.00 1,623,400.00 104.74%
Front-End Fee
=R _ 23,996,481.85 R _ 54,000,139.29 _
Difference
1. RIGRAE L A i 9,511,971.36 . : 46,874,355.39 -
Change in Receivables
R
2. Rl B 2,206,408.88 B _ -7,662,749.71 .
Change in Payables
R &
WM RSN ) 12,289,066.19 B _ 14,799,568.72 _
Change in Cash and Bank
&
4. He i -10,964.58 . : -11,035.11 -
Other




L E AR

B # K X (2)

BY PROJECT COMPONENT 11

AHEZE 20154 12 A 31 H
(For the period ended December 31, 2015 )

HRBATR AR B [ AR IR T RIEE T H

Project Name: Guangdong Agricultural Pollution Control Project Financed by the World Bank

Gt TR EIRTT RGN E
Prepared by: Guangdong Agricultural Pollution Control Project Office

SUMMARY OF SOURCES AND USES OF FUNDS

s ARG

Currency Unit: RMB Yuan

T
Project Component

T H 32

Project Expenditure

Rtz

Cumulative Amount

EAAT B

Assets Transferred

I 2 5 7
Fixed Asset

TR

Current Asset

T B
Intangible Asset

LT
Deferred Asset

fEEE TR

Work in Progress

A2 I H S
Construction

Expenditures to
be Disposed

AR
Investments
Transferred-out

LIREE R A< i T

Environmentally Friendly Crop Production

33,480,155.37

33,480,155.37

2L E R BURTEIH

Livestock Waste Management

29,279,975.73

29,279,975.73

WIS VR BE DR IR
Monitoring and Evaluation, Capacity Building and
Knowledge Management

12,908,533.02

12,908,533.02

430 H 8

MR 7,065,887.78 ] ] ) 7,065,887.78 ] )
Project Management

5.0 B
SALS 1,623,400.00 - - - 1,623,400.00 - -

Front-End Fee

4rit Total

84,357,951.90

84,357,951.90




(Z) REBRHATRILE
iii. Statement of Implementation of Loan Agreement

BRAWEHATERLE

STATEMENT OF IMPLEMENTATION OF LOAN AGREEMENT

AHHEE 20154 12 A 31 H
(For the period ended December 31, 2015)

7

FEAR: HRABATRAR B | AR IR F 62 E
Project Name: Guangdong Agricultural Pollution Control Project Financed by the World Bank

WAL XTUART T
Currency Unit: USD/RMB Yuan

SR AT
Prepared by: Guangdong Provincial Finance Department
e DR ARAE PSR L SR
B A Category Loan Amount Current-period Withdrawals Cumulative Withdrawals
%7t USD ¥t USD & AR RMB ¥t USD FEANRT RMB
1. FREEG TR
56,720,000.00
Goods and works under part 2(a) of the project
2. il R Y
31,800,000.00
Sub-financings under parts 1 (a) (ii),1 (b) (ii) and 2 (b) of the project
3. AR TR, RS BIER R AR
Works, goods, non-consulting services, consultants’ services, incremental operating costs, 11,230,000.00
training and workshops under parts 1 (a) (i), 1(b) (i),3 and 4 of the project
4. FAEDR
250,000.00 250,000.00 1,623,400.00
Front-End Fee
5. fREKS
7,000,000.00 45,455,200.00 7,000,000.00 45,455,200.00
Special Account
Mt Total 100,000,000.00 7,000,000.00 45,455,200.00 7,250,000.00 47,078,600.00
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(W) MK HATIRILE

iv. Statement of Implementation of Grant Agreement

Gt )R BT

WX EWATR AKX
STATEMENT OF IMPLEMENTATION OF GRANT AGREEMENT
AEEE 20154 12 A 31 H
(For the period ended December 31, 2015 )
TE AR HRBRATRR (B | AR LIRS 3625 H
Project Name: Guangdong Agricultural Pollution Control Project Financed by the World Bank

Prepared by: Guangdong Provincial Finance Department

el VAR

Jo

Currency Unit: USD/RMB Yuan

W W B

A BERRE AR

Rt

% il Grant Amount Current-period Withdrawals Cumulative Withdrawals
Category SN ey fEANRT ESw nEART
USD USD RMB UsSD RMB
L. PRy EREAE R B
700,000.00 23,654.16 153,600.65 23,654.16 153,600.65
Sub-financings under part 1 (c) of the project
2. /W AEERIRSS. ERSS . BEE IR IR
S
PAy
Goods, non-consulting  services, consultant’  services,) 4,400,000.00 460,606.26 2,990,992.81 460,606.26 2,990,992.81
incremental operating costs, training and workshop under parts 1,3
and 4 of the project
3. fREK s
800,000.00 5,194,880.00 800,000.00 5,194,880.00
Special Account
1t Total 51,00,000.00 1,284,260.42 8,339,473.46 1,284,260.42 8,339,473.46

1
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(fH) BHEHAKF Hx

v. Special Account Statement

"X THKF &KX
SPECIAL ACCOUNT STATEMENT FOR THE LOAN

AHEE 2015412318
(For the period ended December 31, 2015)

TR AR HRBATRR () S ARLEIE
EESER R

Project Name: Guangdong Agricultural Pollution

Control Project Financed by the World Bank

"% F: 8311-CN

Loan No. 8311-CN

iR TR MEUT

Prepared by: Guangdong Provincial Finance

TP RATA 0 ETHRAT ML BT
Depository Bank: Guangzhou Beijing Road
Branch, Industrial and Commercial Bank of China
K5 : 3602000929200467566

Account No. : 3602000929200467566
THmME: X

Currency: USD

Department
A TGy AR KU R L & W

Part A-Account Activity for the Current Period Amount
WIRE -
Beginning Balance
B -
Add:
A JPHEAT [ A 7,000,000.00
Total Amount Deposited this Period by World Bank
AHIF BN SE FENE K853 1,168.77
Total Interest Earned this Period if Deposited in Special Account
AJRASE S 38 2 A —
Total Amount Refunded this Period to Cover Ineligible Expenditures
Wb -
Deduct:
AMIAT B 5,973,721.84
Total Amount Withdrawn this Period
A I ARALAELE AT A B 55 B S —
Total Service Charges this Period if not Included in Above Amount Withdrawn
IR R 1,027,446.93
Ending Balance

(&% To be continued )




B #r: L KA

Part B-Account Reconciliation

& W

Amount

1. AT B AT

7,000,000.00
Amount Advanced by World Bank
Wb B
Deduct:
2. M FRAT MR _
Total Amount Recovered by World Bank
3. AR L TP 1 IR AF R 7.000.000.00
Outstanding Amount Advanced to the Special Account at the End of this Period T
i %
4. BRI AR AR 1.027.446.93
Ending Balance of Special Account
B _
Add:
5. B AR T R ERIKAE F R [R50 _
Amount Claimed but not yet Credited at the End of this Period
1) TiH 2 () oy TR
Goods and works under part 2(a) of the project
2) HH1 (@) G 1 (b)) (i) 2 (b)) FAMTFIK
Sub-financings under parts 1 (a) (ii),1 (b) (ii) and 2 (b) of the project
3) WH1 @ ()1 (b (). 3 4oL, &Y.
HMRSs . BWWIRS . WEIEIERA. BT &
Works, goods, non-consulting services, consultants’ services, -
incremental operating costs, training and workshops under parts 1 (a)
(i), 1(b) (i),3 and 4 of the project
6. A ZE AR O AL v A R IR IK B0 5.973.721.84
Amount Withdrawn but not yet Claimed at the End of this Period T
7. RS H RIS IR EAE 5 M6 A2 B
Cumulative Service Charges (If not Included in Item 5 or 6)
b _
Deduct:
8. FLBMN (FENL IR 53 1.168.77
Interest Earned (If Included in Special Account) T
Il YR AR
9. AR L TP 1 IR AF KA 7,000,000.00

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

13




(%) BRETRIKF#x

vi. Special Account Statement

X T AKX
SPECIAL ACCOUNT STATEMENT FOR THE GRANT

A& ZE 2015 4F 12 A 31 H
(For the period ended December 31, 2015)

TE AR HRRATRR (B0 [ ARR L E IR
TGS IGE I E

Project Name: Guangdong Agricultural Pollution

Control Project Financed by the World Bank

TS TFO15418

GrantNo. : TF015418

RRELL: [ REMBIT

Prepared by: Guangdong Provincial Finance

TP ARAT AR P ERARATS MNARA s B 3T
Depository Bank: Guangzhou Linhezhong

Branch, Agriculture Bank of China

MK 5 : 44057014040000021

Account No. : 44057014040000021

RHEME: XL

Currency: USD

Department
ARy AR TR I &

Part A-Account Activity for the Current Period Amount
LIEIES _
Beginning Balance
- _
Add:
A AT [ R AT 1,284,260.42
Total Amount Deposited this Period by World Bank
AIAF) BN AT PN R PB4 204.46
Total Interest Earned this Period if Deposited in Special Account
AN S IHIE AT -
Total Amount Refunded this Period to Cover Ineligible Expenditures
Wb -
Deduct:
A AT A 561,356.58
Total Amount Withdrawn this Period
AR ARALFELE SCAT AP ¥ IR 55 2 3 Hh 15.00
Total Service Charges this Period if not Included in Above Amount Withdrawn
IR AR 723,093.30
Ending Balance

(J& % To be continued)
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B #r: LK AT

Part B-Account Reconciliation

& W

Amount

1.

HEAT AT KA
Amount Advanced by World Bank

800,000.00

Wb
Deduct:

[ S5}

- AT Il A

Total Amount Recovered by World Bank

w

- BRI B RAE S

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

800,000.00

BRI IR AR

Ending Balance of Special Account

723,093.30

-
Add:

wn

- BRE A JIIYIR 2 A IR A AR [ b

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

) WiH 1 (¢) #AMTIRRK

Sub-financings under part 1 (c) of the project

2) BH 1. 3 M4 &30, RS SRkS
Goods, non-consulting services, consultant’ services, incremental
operating costs, training and workshop under parts 1,3 and 4 of the

project

N

- AE AR O SCATE AR R IR A

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

77,096.16

~

BRSSP RS (ARG AE 5 M 6 F2 )

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

15.00

W
Deduct:

oo

- FRWN RN I E 53D

Interest Earned (If Included in Special Account)

204.46

Nel

- AHIAR L T IK B RAF S

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

800,000.00

15




() M4 kM
Wt % R M iE

1. TE

HRARAT R R AR IR T LA E K5 A 8311-CN, 2k
IR FE AT ) AR O TR 9T R da IR B B K 5 4 TFO15418, & 7@
IE LA, B IE XA o B IR 3 AR T R R, E BN
ZAEYE: EREREHNEBREEGT S RIE. RABELEETIE. R
MHESE, URELSHHEF 300 RAEN SR HITIHE, BFAKFAE
A FREN. BRABAESKREBARATBFIE, LIESEETFEML
FIRAFRF IR E R E EAR, HARAMAMNE L. E)ES. TE BT
2014 4 2 A &4T. 2014 4 5 A A%, TEH T 2019 4 12 A 31 H XK.
Bt & 5 #% % AR T 1,323,104,900.00 71, & #F B 4847 5% 2 & F
100,000,000.00 % 75, #4& AR T 620,000,000.00 T; 4 IKIFHEEAL LW =%
&8 5,100,000.00 % 75, & AR T 31,620,000.00 7.

2. %3RS 5k

A G54k B G R B R HE T AR Rk R T e B E 4 HE R
ZEATERGTE ). 8 NTIHE 2~ 6 MELTUE 7t It 5 Rk KA
BT 8 A R W 55 4R

3. TELSUER

3.1 AT E I 4 WA BB (MARARTRIEATE 2L B
(MFFEZ (2000) 13 5 ) HERES.

322U MEFEERANAES, A EFE 1L 1HZ 12 A 31H.

33IATE 2 UZHA U “MFLEH” HEAHEKEN, RAEREX
BIKEIRIK, UARTARKAMT.

3.4 b E A RARAT 2015 4 12 A 31 HILZX, B USDI=AE
6.4936 IL..
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4. WAEFE A

4.1 JLHE W

2015 £ H £ M AR F 6633325934 1, B X HART
84,357,951.90 70, &R E LKW 6.38%.

(Bfr: ARTIT)
TE 3 A A A Bt
(1) FHERERMEL 7RI E 24,074,121.33 33,480,155.37
(2) HEERFWEETETE 29,064,627.86 29,279,975.73
(3) W53, R KR
Ny 8,658,741.20 12,908,533.02
(4) TEHEHE 4,442,118.95 7,065,887.78
(5) JEAL# 93,650.00 1,623,400.00
& it 66,333,259.34 84,357,951.90

42 B R K4

201546 12 Al 31 HAH AR 14,799,568.72 76, H & 4 T H K
FRANRKT 54965462 T, TEREAKFPFRAFAEITART
2,882,606.06 7T, & WMBT &K F &8 461t 1,750,540.23 £ 1, FTEA
B 11,367,308.04 7C.

4.3 AT K R W

2015 4 12 F 31 HA&H A AR T 46,874,355.39 71, TER 2015 F£4
BB E R AN ELFEART 46,811,529.39 1. & F 2015 4 12 A
31 H, 4 MBRERSERART 58,514,411.74 70, ML M BT (X
T 2015 FF BALE R T4 TN K & A2 E 038 50 EIFR 2016
145) , 2016 4£ 2 MBUT # AN BT HEH AR T 46,811,529.39 TC.

4.4 T H %X

2015 48 12 F 31 HA&H A AR T 82,940,017.73 71, HHFHABMER
AR 72911,317.65 T, K B EH4 ARKT 48,800.00 7T, FIEF H
EHKANET 9,979,900.08 TG
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4.5 T EE K

2015 4F 12 A 31 H&H 4 AR T 47,078,600.00 7T, HEFRE XX
BATHR ZH 7,250,000.00 £ 71 (2 S4E # 250,000.00 £75) , HreEARKTT
47,078,600.00 TG

HE 20154 12 A 31 B, ZiH4REHE F4RATHR A 7,250,000.00 % 75,
bR AR B 7.25%.

4.6 GEF Ji§ 3¢

2015 45 12 F 31 HA&H A AR T 8,339,473.46 T5, KA IRIFESL 4
K 1,284,260.42 %70, IFAHAR T 8,339,473.46 TC.

HE 201544 12 31 H, EHRBAKIIIFILLM K 1,284,260.42
X0, dEREF N 25.18%.

4.7 M fF K

2015 4F 12 Al 31 HAH A AR 7,662,749.71 7, H v {1 3:58 37 +
EIBRZRART 4,134,968.27 70, N &M ZHARK T 253,350.00 75, H
BT AR T 3,274,431.44 70

4.8 B RN

2015 4F 12 A 31 B A&H A AR T 11,035.11 70, HRATHEZF BB,
He BT E K FRRRRANART 2,21531 76, 2 WER)T £ K P 7
A BN A1 1,358.23 = u( 3 E FK & 77 208 BN 1,168.77 % T,
W2 L K P A AR BN 204.46 %0, BRI 3E K P AR R4
XA H W RS % S0 15.00 £0) , & AR 8,819.80 7.

5. TRIKFHERENL

AERK () TRAKFPREBMBT, R P RITAFEL
BARAT MALE B 4T, K5 4 3602000929200467566, @ # K %1,
PR E] g 2014 4 12 F 30 H; W P ARAT A R ER L RAT MARFa
B 4T, WS 4 44057014040000021, i AF K £ 5, FFLEE Y 2015 48 1
F 15 H,

WAL RIKF 2015 FEMRTAE, RELHFTRATE A LT
7,000,000.00 £ 7t (4 FAHK) », AR 1,168.77 £ 0, R H AT
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5973,721.84 £ 0 (M AREARAFRE XA EHAFFHREKLF ) , X
A 1,027,446.93 % TG,

WKL R 2015 FEMR T AR, REFLHFRATEFEH
1,284,260.42 % 71, ( F & Fi{+ 3k 800,000.00 £ 70 ) , FEW AN 204.46 % 7T,
AT F AT 561,356.58 % 0 ( H H EI 1441 484,260.42 £ 0. HEARF R
B AR ¥k HiERIK A 7709616 £70) , AERAIEE T TH HH
i %% 3 15.00 X0, SFRAH 723,093.30 % TT.

6. Hh T Z LU =TT

ARAE A T BT An 8 R b T B CHEE FARAT R T AR OR L TR 7T Bt e
EIHERRERSEENE) (BMR (20141325 ) , ERMEHK
SWHAETEERLEETE F, FET0KREHE, BER I FTE
FORETE B AEF RN TFE, ARAMITAE. H T HRFLARH
WAk G K, BIE IR T B RRATRATE W5 E AR
TUE MIS A Gt0Ksh, Bz EL B2 HERTLT —EMBINC £ 5
K, WA THRMREER & (RETRFKF EAF ) LK. Kt
TR R TIABNC RGKF, MIS Z GIK N DUARAT K 5 Fo 5% ] 4f 50
PR A,

WEIUE AT R, T, BTEEEEANE G A TE A FINE
FHMBBEERETH, FERALZTET. &, g TH. EIEAFA
BIENYEHE, BT RIEIK P, R fa A 2R Ry SR BOR )
EYIK P, BT DA B T B B AR K S A0 TE T T R B4R AR
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vii. Notes to the Financial Statements
Notes to the Financial Statements
1. Project Overview

The Loan No. of Guangdong Agricultural Pollution Control Project Financed
by the World Bank is 8311-CN. The Grant No. of Guangdong Agricultural
Pollution Control Project Financed by Global Environmental Facility is
TF015418. The project aims to reduce water pollutant releases from crop and
livestock production in project areas. The contents of the project include:
promoting crop production pollution control, pesticide residue control and
conservation agriculture pilot sites etc. in selected project areas, implementing
biogas of big or medium size and waste-water treatment and high-rise pig
production in 300 selected livestock farms in large scale within the province
which is to achieve the dual goal of recycling livestock waste and
environmental protection and carrying out relevant consulting and training
programs. Project Agreement was signed in February 2014 and came into
effect in May 2014, and the closing date is December 31, 2019. Estimated
total investment for the project is RMB1,323,104,900.00 yuan, among which
the World Bank loan is USD100,000,000.00, equivalent to
RMB620,000,000.00 yuan; the total grant from GEF is USDS5,100,000.00,
equivalent to RMB31,620,000.00 yuan.

2.Consolidation Scope of the Financial Statements

Consolidation scope of the financial statements covers the financial statements
of Guangdong Agricultural Pollution Control Project Office (Provincial PMO
for short), 8 project offices of municipal city level and 6 project offices of
county level (hereinafter referred to as PMUs), as well as relevant financial
statements of Guangdong Provincial Finance Department(GDFD for short).

3. Accounting Policies

3.1The 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
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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, 2015 of the People’s Bank of China, which is USD1=
RMB6.4936 yuan.

4. Explanation of Subjects

4.1 Project Expenditures
The project expenditure in 2015 was RMB66,333,259.34 yuan, and the
cumulative expenditures were RMB84,357,951.90 yuan, which accounted for
6.38% of the total investment plan.

( currency unit: RMB yuan )

Project Component Name Current-period Expenditure Cumulative Expenditures
(1) Environmentally Friendly
24,074,121.33 33,480,155.37
Crop production
(2) Livestock Waste Management 29,064,627.86 29,279,975.73
(3) Monitoring and Evaluation,
Capacity Building and Knowledge 8,658,741.20 12,908,533.02
Management
(4) Project Management 4,442.118.95 7,065,887.78
(5) Front-end fee 93,650.00 1,623,400.00
Total 66,333,259.34 84,357,951.90

4.2 Cash and Bank

On December 31, 2015, the balance was RMB14,799,568.72 yuan. Thereinto,
balance of account of Provincial PMO was RMB549,654.62 yuan, total
balance of accounts of municipal and county PMUs was RMB 2,882,606.06
yuan and balance of the special account of GDFD was USDI1,750,540.23,
equivalent to RMB 11,367,308.04 yuan.

4.3 Prepaid and Receivable

The balance on December 31, 2015 was RMB46,874,355.39 yuan, mainly
counterpart funds of RMB46,811,529.39 yuan that should be refunded by
GDFD. By December 31, 2015, the balance of provincial financial counterpart
funds was RMB58,514,411.74 yuan. According to the Notice on the adoption
of accrual basis for the recording of the year 2015 balance in the budget
units(Yuecainong [2016]No.14 ) , GDFD confirmed a refund of
RMB46,811,529.39 yuan in 2016.
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4.4 Project Appropriation Funds

The balance on December 31, 2015 was RMB82,940,017.73 yuan, among
which provincial counterpart fund was RMB72,911,317.65 yuan , smallholder
farmers’ investment was RMB48,800.00 yuan and livestock farms’ counterpart
fund was RMB9,979,900.08 yuan.

4.5 Project Loan

The balance on December 31, 2015 was RMB47,078,600.00 yuan, which was
the IBRD loan USD7,250,000.00(including  front-end fee  of
USD250,000.00) ,equivalent to RMB47,078,600.00 yuan.

By December 31, 2015, accumulative USD7,250,000.00 of World Bank loan
had been withdrawn, accounting for 7.25% of the total.

4.6 GEF Grant

The balance on December 31, 2015 was RMB8,339,473.46 yuan, which was
GEF Grant USD1,284,260.42, equivalent to RMBS8,339,473.46 yuan.

By December 31, 2015, accumulative USD1,284,260.42 of GEF Grant had
been withdrawn, accounting for 25.18% of the total.

4.7 Payable

On December 31, 2015, the balance was RMB7,662,749.71 yuan, among
which the payable of RMB4,134,968.27 yuan of civil works payments to
livestock farms, payable of RMB253,350.00 yuan for equipment
procurement and other payable of RMB3,274,431.44 yuan.

4.8 Retained Earnings

The balance on December 31, 2015 was RMB11,035.11 yuan, which was the
interest income of bank deposit. Interest income of account of Provincial PMO
was RMB2,215.31 yuan and the total interest income of special account of
GDFD was USD1,358.23 (including USD1,168.77 from the special account
for the loan and USD204.46 from the special account for the grant, deducting
USD15.00 of service charges of special account for the grant which had not
been withdrawn), equivalent to RMB8,819.80 yuan.

5. Special Account

The project loan (GEF) special account is set in GDFD. The Special Account
of the Loan, opened on December 30, 2014, is set in Guangzhou Beijing Road
Branch, Industrial and Commercial Bank of China, with the account number
of 3602000929200467566, and USD as currency Unit. The Special Account of
GEF grant, opened on January 15, 2015, is set in Guangzhou Linhezhong
Road Branch, Agricultural Bank of China, with the account number of
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44057014040000021.

The beginning balance of loan special account of 2015 was zero. The total
amount deposited this year by World Bank was
USD7,000,000.00(Prepayment). Interest income was USD1,168.77 and the
amount withdrawn this year was USD5,973,721.84(amount withdrawn but not
yet claimed at the end of this year). The ending balance was
USD1,027,446.93.

The beginning balance of GEF special account of 2015 was zero. The total
amount deposited this year by World Bank was USD1,284,260.42(including
prepayment of USD800,000.00). Interest income was USD204.46 and the
amount withdrawn this year was USD561,356.58(including USD484,260.42
deposited by the World Bank and USD77,096.16 withdrawn but not yet
claimed at the end of this year ). There was service charges of USD15.00 not
withdrawn this year and the ending balance was USD723,093.30.

6. Other Explanation for the Financial Statements

According to the Management Measures on the Provincial Counterpart Fund
for the Guangdong Agricultural Pollution Control Project Financed by the
World bank (Yuecainong [2014]No0.32) enacted by Finance Department and
Agricultural Department of Guangdong Province, the provincial counterpart
fund budget is allocated to Guangdong Agricultural Investment Center(GAIC)
which is in charge of fund appropriation and compiling the departmental
final accounts on behalf of the Provincial PMO. To meet the requirements of
the compilation of the year-end final account, apart from the MIS financial
accounts system which was set up according to the World Bank Loan Project
Financial Management Regulations, the Provincial PMO also set up an NC
financial system according to the accounting regulations for institutions to
record the provincial counterpart fund(the zero balance account as well as the
basic account included). The source documents are being stored into the NC
system while the MIS system saves the copies of the bank bills and
reimbursement documents.

According to Feasibility Study Report, the subsidies for the municipal and
county project management is included in the annual budget of the counterpart
fund of the provincial project office and will be allocated to the project offices
of municipal and county level. Since the municipal and county project offices
are not eligible to be the legal person hence are unable to open project account,
the accounts of the Agricultural bureau or Agricultural technique promotion
centers of the same levels have to be used instead, which causes the cash
management and accounts treatment to be done in a special way.

23



I

- WITR LA E A R
W R I R AW

PRoxt If 4 ok AT & HF KR F B, FibR &AL R F T E
WATIHAE Al R AL E KM AT E X (R ) WhoE EFIHL. W
| Fo T E A F A TE SRE AKX T DR RO S L. AT
RIGFAEAT 8]

(—) FREXEARRK (EK) 2w A

1. EERERKEE L, WRARKT 1,548,183.04 JT.

LI E AT 2015 4 11 A o5 585\ AR # R R %A B 1E
AERFEARANA BT EANEELZ AL ETIRAREGRY , ERx
B EARLITE 10 KA —KEHEEXASTLAEZK . [E#Z 2016
FA4H, ER2EFEHE ER AT ART 1,548,183.04 70177 & B4

bR E A T R ] T4 T 2 2R A% O O E W 44 B AT
EY (MBF (20110 10 5 ) &+ —4 “...TUE ¥4 S35 A < il L
KRB RENER, RHEFEERER S WHE.

EWR B LR R R EE R4, FHARKEEL, (RIETE
AR B K. R B L

2. WA THBEKELEH, WRARKT 122,545.00 JL.

(1)20154% 6 A, ATE K 9 AT ETE I BE XA 7|
V% S htt FARAT S R W B BERE ) # At AR T 82,500.00 TT.
ZENEHFRRFERIETEEEAT LN @A, 71288 AFR
BRI R RS, “REEAE ILERRAE” HEARIX
Z, BiZARLERE LA Bl gL,

(2)20154F 9 A, 4B EH AR TATETE AEAREX LT L “F
REATRABELLIEFZEESLLU 2VEMF AT AR T 34,600.00
T, ZeWHFELEF AL, “BEXBSERSARLE" RITFXL
Z, EiZAFEELSVE (K) B,

(3) 20154 12 A, ATE AMEARER AT L “HBRFHEK

24



5 & BRI ES” 2V EMFEART 2,000.00 7T, ZaWHFELEY
SEH, “EREESERSAMRFTEAT KALE, EizndELN
E(X) BH.

(4) 20154, 2 EH AMEARER LT LB, BT, REFH
ZhEE I R 2 WP R SR R ARSI AR T 3,445.00 6, K£BEXL
z.

ERBMELAFE (PFEARSHELEZEE ZEY (EFRAS 587
F)F T K AFEAENRE, T REAMFRE I HAZE,

BEVR I BRETETE /™ B PATHERAE, T EHENF| ZF
Bl AR B DL

(=) BUEEHET EAEN A

1R 1 R 52 % R B AK.

ZHRBATHER R G R, BT 2015 ERRW L. ik
GRMERFESIAN. BRE 2015 FK, LRTHRREERE 214, TRE
K 41.18%.

BV R B, SF AT R M. R BT H AL

2. E ®H T RERMK.

2015 4%, BHBZRIRFTRFART 66,333,259.34 70, & B4t
15 AR 249,071,200.00 T8 26.63%.

VR A KBS b eI B 2. R B H L

(Z) FERGARERIENL

HEMFRITER, BRITTANEHERFETRURE, 4628
AT AR 11,326,324.74 0, 24 & A 2 A [ 40 fn b 2 S 5] A BT
11.42%F0 12.90% (# WLI& KEAESFEIFEEY ) . RKEENTE £
WG RS, NASE 5 A F B S it 18 2014 455 A 1 H % 2015
F12H031H. mERFRN RETRYERE, SRETHEMBEEN, FE
TRyt AR EREREFEFHATEE. FEEERE A,

25



fitk: ERECEFE

3

RG]

Jn

77

A H

BN

G IRPATREOLTE
PR SRl
e SCAFHERD

AR /PEBER /B B 44 PR

a0

(AR

[ g 5E 4k
Ejit

GDAPC-LM-WHY 1401

2014.11.3

ST 2
AN TREEA
FE R
Gt TR
[ =N
B AR

LREFERK 100%, T
F AR S AT L

R 85%

(LR e WS YA

7,599,891.74

e AR E
LlEe

A

GDAPC-NC1503

2015.09.28

AR
Bk R
AR
HREE>]

b [ 2 ST IR]
4y 2015.12.4 &
2015. 12. 24, 2015
ECL AT A K
N

515, 400. 00 JG

SR AR FE [ BT R AR

997,433.00

e AR E
LolE

A

GDAPC-EA-G1503

2015.10.29

ERIES
R S
HE MR % i

R iy

SIS

T AL R R AR

1,229,000.00

LT i B
151 7 ) 34
Eid

GDAPC-CS1503

2015.10.25

KA
Sl R

L

AT I
J& TAE

IR B 2 5 5 R KR
WEFL

1,500,000.00

CRES RSB AT ART 11,326,324.74 70

SR EE A AR S I 2014 4 5 5 1 HZE 2015 4R 12 H 31 H, RAR TS 85 R4 35 A, MK EE S 84 [ A T LR 1T 87, 776, 947. 56 G

26




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 (grant)
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 (grant) agreement

1. Farms’ counterpart fund had not been transferred to designated account in
time, with involved amount of RMB1,548,183.04 yuan.

Provincial PMO signed the Livestock Waste Management System Civil Works
Construction Contracts respectively with Jianxin Breeding Farm of Hecheng
Town, Heshan City and Xunsheng Livestock Breeding Co. Ltd. of Zijin
County in November 2015. Per the contract, farms are requested to transfer
the farms’ counterpart funds to the designated account in a lump-sum payment
10 days after signing the contract. However, by April 2016, a total of
RMBI1,548,183.04 yuan of the above 2 farms’ counterpart funds had not been
transferred to the designated account.

The above practice did not comply with the provision of Article 11 of the
Interim Measures of Financial Management of Projects Financed by
Loan/Grant from International Financial Institutions issued by Ministry of
Finance (Caiji £2011 ] No.10), which stipulates that project units shall fully
raise the counterpart fund in time in accordance with the requirements of
relevant agreements and project appraisal report.

We suggested that your office urge the above farms to raise funds to ensure
that the funds can be transferred to designated account in time and the project
will be completed as planned. Your office accepted the suggestion.

2. Some of expenditures basis were not in accordance with relevant
regulations, with involved amount of RMB122,545.00 yuan.
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(1) In June 2015, Provincial PMO and PMUs of 9 municipalities and
counties used counterpart fund of RMB82,500.00 yuan to pay for training fees
for participating in the Training Class of the World Bank Loan Procurement
Management in Xi’an City. The notice of this training class was published by
the Institute of International Engineering Project Management of Tsinghua
University. The training space and the training certificates were supplied by
X1’an Jiaotong University. The invoices were provided by Shanxi Hengtong
Intelligent Machine Co., Ltd., which was not engaged in the business scope of
conferences and training programs.

(2) In September 2015, personnel of Provincial PMO and PMUs of 7
municipalities and counties participated in the /2th International Conference
of East and Southeast Asia Federation of Soil Science Societies organized by
Soil Science Society of China (short for SSSC). The conference registration
fee paid by counterpart fund was RMB34,600.00 yuan. However, the payment
receipt was issued by Nanjing Wenyuan Exhibition Service Co. Ltd., which
was not the host (organizer) of the conference.

(3) In December 2015, personnel of Provincial PMO participated in the
workshop “Inheritance and Development of Soil Science” hosted by SSSC.
The conference registration fee paid by counterpart fund was RMB2,000.00
yuan. However, the payment receipt was issued by Chongqing Fuxiong
Exhibition Service Co. Ltd., which was not the host (organizer) of the
conference.

(4) In 2015, personnel of Provincial PMO participated in training or
workshops held in Xinjiang, Zhanjiang and Nanjing, which occurred airline
ticket change and refund service fees of RMB3,445.00 yuan which was paid
by counterpart fund. However, no invoice was obtained for the above fees.

The above practice did not comply with the provision of Article 21 of the
Invoice Management Measures of People’s Republic of China( No.587 of the
President Decree), which stipulates that “Non-compliant invoice cannot be
used as reimbursement document”.

We suggested that your office urge municipal and county PMUs to implement
relevant regulations strictly and not reimburse expense violating the

regulations. Your office accepted the suggestion.

Issues on project management
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1. The procurement completion rate was low.

In the procurement plan approved by World Bank, 51 procurement contracts
concerning civil works, goods and consulting services should had been
finished by the end of 2015. However, only 21 procurement contracts were
completed, with the completion rate of 41.18%.

We suggested that your office enhance procurement management and
implement the project according to the schedule. Your office accepted the
suggestion.

2. The project investment rate was low.

The actual investment amount was RMB66,333,259.34 yuan in 2015,
accounting for 26.63% of the planned amount of RMB249,071,200.00 yuan
for the year.

We suggested that your office take measures to accelerate project
implementation. Your office accepted the suggestion.

Issues on project procurement post review

As required by the World Bank, we conducted post review of 4 contracts, with
a total value of RMB11,326,324.74 yuan, which respectively accounted for
11.42% and 12.90% of total number and value of post review contracts that
should be conducted(please find the details in Annex: List of Contracts
Reviewed). This is the first post review since project effectiveness, and the
post review contracts duration is from May 1, 2014 to December 31, 2015. We
make observations with respect to procurement processes, contract
administration and governance. We found no issue for Cclarification,
investigation and correction.
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Annex : List of Contracts Reviewed

Contract
descripti
on

Contract
signed date

Procurement

Procurement
ocureme method

NO.
category

Contract number

Contract
implementation
description

Name of
contractor/supplier/consultant

Contract
amount
(RMB Yuan)

Livestoc
k waste
manage
ment
systems
of 2 pig
farms in
Heyuan
Municip
ality(W
ufengtai,
Xinle)

GDAPC-LM-WHY 140

1 |Civil Works NCB 1

2014.11.3

Construction

completed: 100
Yo.
Construction
fees paid: 85%

The Second Construction
Engineering Corporation of Boluo
County

7,599,891.74

Livestoc
k wastes
ecologic
al
manage
ment
technolo

2y
training

2 Goods and Inaqui
Non-consultj [ M"Y

ng service

GDAPC-NC1503 2015.09.28

Training time:
from Dec. 4,
2015 to
Dec.24, 2015.
Full payment
of contract
amount of
RMB
515,400.00

yuan.

South-east Consortium for
International Development

997,433.00

Automat|
ic pest
orecasti

ng and r
eal-time
intellige
nt monit
oring ter
minal fa
cilities e
tc(shopp
ing).

Goods and
Non-consulti
ng service

Inquiry GDAPC-EA-G1503 2015.10.29

Facilities
delivered;
construction
fees not paid

Guangzhou Dingli Electronic
Technology Co., Ltd.

1,229,000.00

In-depth
research
on
agricult
ural
pollutio
n
control

4 |Consulting GDAPC-CS1503 2015.10.25

Service cQs

Prepayment has
been settled
and the
construction
starts

Institute of Agricultural Economics
and Rural Development, Guangdong|
Academy of Agricultural Sciences

1,500,000.00

Total Reviewed Contract Amount: RMB 11,326,324.74 yuan

87,776,947.56 yuan.

The post review contracts duration is from May 1, 2014 to December 31, 2015. 35 post-review contracts shall be reviewed, with a total value of RMB
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