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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 27) of Guangdong Agricultural Pollution Control 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 Grant Agreement
and the Special Account Statement 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;

1i. 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
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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.

Auditor’s 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, 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 (grant) agreement.

Other Matter

We also examined the loan withdrawal application 8311CN-012 to 013,
and grant withdrawal application TF15418-009 to 010 and the attached
documents submitted to the World Bank by the Department of Finance of
Guangdong Province during this period. In our opinion, those documents
comply with the project loan (grant) agreement and can serve as basis for
loan and grant withdrawal.
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The audlt rep%% consists of the Auditor’s Opinion and two more parts

;heremafter ’Ffl‘nanﬁial Statements and Notes to the Financial Statements,
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284l afld éRecommendatlons

i C;ugngdong P@g}ﬂflal Audit Office of the People’s Republic of China

}une 21,2021 7




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

Postcode: 510630
Tel: 86-020-87078196
Fax: 86-020-87078201

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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II . Financial Statements and Notes to the Financial Statements
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i. Balance Sheet
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BALANCE SHEET
20204 12 A1 31 ®

( As of December 31, 2020)
) I‘ffﬂﬁ?ﬁ?ﬁfﬁﬁ‘éfé@ﬁ 3]
Project Name: Guangdong Agricultural Pollution Control Project Financed by the World Bank

v 4 s .
BB JAERLHRESRAETREERESILE ThEf AR
Prepared by: Guangdong Agricultural Pollution Control Project Management Office Currency Unit: RMB Yuan

N i iR N . . , Tk ; .
5 o8& 45 M L BUEE v mA Hos ® ¥ p EURUE 7} LRS-
ine ine
Application of Fund N Begsnning Balarce] Ending Balance Sources of Fund N Beginning Balance| Ending Balance
0. 0.
-~ WEERA

—. BR A - - =

. 1 690,405,487.75;  743,243,768.48{Total Project Appropriation 29 277,606,339.26( 329,024,701.23

Total Project Expenditures

Funds
. . TOMHERSHARRLR

L A A e ‘ _ i
. 2 - -|Project Capital and Capital 30 -

Fixed Assets Transferred

Surplus

2 R B E

LT SR

Construction Expenditures o be 3 - - 31 - -
) Including: Grants

Ihsposed

3. B HiE . BAERA

. . 4 - - 32 456,323,050.05) 459,979,029.50

Investments Transferred-out Total Project Loan

4, ERIHE ) 1. OE R ) A

L 3 690,405 48775 743,243,768.48 33 456,323,050.05] 459,979,02%.50

Construction in Progress Total Project investment Loan -

T RUZ AT R R A (1) 4 2 B}

. 6 - - ] 34 456,323,050.05] 459,979,029.5¢

[nvestment L.oan Receivable Foreign Loan

R R e S AT IR 4 0 o

_ o KT S .
Including: World Bank 7 - - . 33 - -
. Including: IDA
Investment Loan Receivable
OB A R T8 T
AR 8 - - 36 | 456,323,050.05| 459,979,025 50

Appropriation of Investment Loan IBRD
Horrr g (6 i 47 18 2

Inchuding :Appropriation of 5 HASIERTT 2 )

World Bank Investment Loan

Technical Cooperation

CREE T be

e —

cont ined)
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Application of Fund N Beginning Balance| Ending Balance Sources of Fund N Beginning Balance| Ending Balance
Mo, 0.
321 BE A
. 1G - - ] ) 38 - -
Equipment Co- Financing
Ko b BB MR A )
S . @) s
Inciuding: Equipment Losses in H - - 39 -
Domestic Loan
Suspense
I BREEet 2. K ®
12 138,096,440.45] 126,641,913.33 40 - -
Total Cash and Bank Other Loan
| REER ;. cRrmz ) )
) 13 138,086,444.38] 126,641,550.33 N 4] 26,145,866.425 25436,777.36
Cash in Bank GEF Grant
. ] B, RREAEHEER
Mo 75 B 1 A . S
. . i4 62,470,206.62 63,896,905.07|Appropriation of [nvestment 42 - -
Including: WB Special Account
Loan
GEF M F MM FH B g8 AT
i5 5,303,380.70 4,655,771.95 ) 43 - -
GEF Special Account Inciuding: World Bank Loan
2. WM& 7N IR HEE
16 9,596.07 363.00 44 - -
Cash on Hand Bond Fund
e . A, FFEIE AW
7. TR BRI A R e i
) . 17 7.535,862 82 7,008,075.50|Construction Expenditures to 43 - -
Total Prepaid and Receivable
be Offset
o R T TR . .
N o AL BATEAE T .
Including: World Bank Loan {8 - -l 46 75,801,510.05] 62,326,099.10
) Total Payable
Interest Receivable
Redi it 47 B ROR T ] He R AT RENE
World Bank Loan Commitment i9 - -|Inctuding: World Bank Lean 47 -
Fee Receivable Interest Payable
TR s AR A i 47 U BRI B
World Bank Loan Service- Fee 20 - -iworld Bank Loan Commitment| 48 - -
Receivable Fee Payable
- RN E s %
. B e o
. 21 - -|World Bank Loan Service Fee | 49 - -
Marketable Securities
Payable
A BEESEIT " R RERF 50
22 - - 3 - -
Total Fixed Assets Onher Payables
ESRTl - Ry »1 t. FBEATSE 5
21 - - 3 -
Fixed Assets, Cost Appropriation of Fund
e e SR i )
o 24 - - . 52 160,995.24 197,150,142
Less: Accumulated Depreciation Retained Earnings
BE B e
25 -

Fixed Assets, Net

S To be continued?
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Application of Fund N Beginning Balance Ending Balance Sources of Fund N Beginning Balance Ending Balance
0. 0.
AT R Ay 2%
Fixed Assets Pending Disposal -
5 4 50 18] 52 R e g -
Fixed Assets Losses in Suspense -
Ba LR ) BEkimail )
L . 28 836.037,791.02| 476,983,757.3] » 33 836,037,791.02| 876,983,757.3]
Total Application of Fund Total Sources of Fund
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ii. Summary of Sources and Uses of Funds by Project Component

®E#HEKK()
SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT 1
A E 2020 12 /31 8
( For the period ended December 31, 2020 )
WHAR: HRETER (B AR AR REEm g
Project Name: Guangdong Agricultural Pollution Control Project Financed by the World Bank
GRS TAERLYHEREAREEREEE AL E M. ARTIT
Prepared by: Guangdong Agricultural Pollution Control Project Management Office Currency Unit: RMB Yuan

= 2i
Current Period Cumulative
- 0 g ~ Y Y 5 3 - e ) t‘,,'i: I.
s | emgaam | PEEERRCO witsmm | RO RAL
. : Current B E o Rign ) Cumulative
Current Period Current Period ) . Cumulative
Budeet Actual Period % Life of PAD Actual %
Hege acta Completed Completed
AR A .
ﬂi;téir:ellof Funds 227,484,200.00 | 54,385,222.36 2391% | 1,876,162,900.00 $14,460,508.09 75.68%
- T0T 4 oh 48 M iE
) [ﬁjttrn;ﬂ;lﬁi]/l:iira?cing 105,612,600.00 3,655,979.45 3.46% 536,318,400.00 459,979.029.50 83.77%
HOpE NIRRT )
E i;; PR 105,612,600.00 31,655,979.45 3.46% 536,318,400.00 459,979,026.50 85.77%
T ZEREEE S
guf grflﬁ st i 28 4,367,700.00 -689,119.06 -15.78% 33,503,000.00 25,456,777 36 75.98%
o N i BN "rz; A
gounifsrfa:; -;-nanciug 117,303,900.00 51,418,361.97 43.76% 306,341,500.00 325,024 .701.23 64 98%
Wa&EEMAST (EHBRED
Total Application of Funds (by 227, 484,200.00 $2,838.280.73 23.23% 1,076,162,900.00 743,243,768 .48 69.06%
Project Component}
LH B A B MR H
Envitonmentally Friendly Crop 32,305,700.00 -2,995 48227 -9.27% 304.886,500.00 240,338.421.77 T8.83%
Production
TG F YRR
[”Itsgffw?s‘i Mjﬂ;i;;iz 161,818,400.00 31,203,248.90 19.28% $73,082,200.00 134,337.898.83 58.14%
LU 4L Al HR R R E T
gj::?;izr; i;”;ni;i':;f':“’ Capacity 25,402,800.00 | 13,404,678.21 52.77% 124,827,200.60 93,840,104.01 76.78%
Management
R RS
?’.njj‘cflﬂl;limoemenl 2,308,100.00 2,774.431.89 120.20% 69,747,000.00 35,636,570.49 5112%
SR A ]
5 5.649,200.00 8,364,109.00 151.60% - 33,439,548.3% -
lvan interest
?ri‘;xfgn(d Fee - -112,825.00 1,620,000.00 1,631,225.00 100.69%
gﬁimce - 1.546,941.63 - 71,216,739.61 -
1. BT AR (L .
' - -437.787.32 7 75. -
Change in Receivables 437.787.32 098,075.50
TR i
. B .T'\ =i - 1347541095 - - -62,326,(099.10 -
Change in Payables
3. B 4 Wi
LR 54,527,12 26,641,913.3 -
Change in Cash and Bank H.453,527.1 126,641,913.33
4, Ky .
O%hcr - 36134 88 -197150.12 -

U S
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v. Special Account Statement of Loan

RALTHKF#X
SPECIAL ACCOUNT STATEMENT OF LOAN

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

TR A A HRARITRA (A0 J AL EIES JE W AP RITAR PELEHRAS MRS T

Project Name: Guangdong Agnculturat Pollution Depository Bank: Guangzhou Beijing Road Sub-
Control Project Financed by the World Bank branch, Industrial and Commercial Bank of China
5 8311-CN B 3602000929200467566
LoanNo. 8311-CN Account No. : 3602000929200467566
TP T AEMEST WAL £
Preparedby: Department of Finance of Guangdong Province  Currency: USD
AFES. T EEAENS &

Part A-Account Activity for the Current Period Amount
2B & 8,954,761.42
Beginning Balance
bl 1M —
Add:
AT R 3 B 5,084,544 .89

Total Amount Deposited this Period by World Bank

FHAMBIAN B EA GRS D) 3,727.06
Total Interest Earned this Period if Deposited in Special Account

RE A G 0 B -

Total Amount Refunded this Period 1o Cover Inecligible Expenditures

e b -
Deduct:

3 2 AT B 4.250Lb254.16
Total Amount Withdrawn this Period

ERGE SOk E e RO Lo ol R R i -

Total Service Charges this Period 1l not Included in Above Amount Withdrawn

X £ G.792,779 21
Ending Balance

ek To he continued}




R &34r: HHW M @A

Part B-Account Reconciliation

Amount

1.

WHITHE S FREH
Amount Advanced by World Bank

10,000,000.00

b X
Deduct:

ka2

. B R AT [N SRR
Total Amount Recovered by World Bank

[

C RHIHE AR T Rk S E R B
Outstanding Amount Advanced to the Special Account at the End of this Period

10,000,000.00

LHRHE&ES AR RE

Ending Balance of Special Accoun

9,792,779.21

B —
Add:
S WEFUMKHFRIKME N R M &8 -

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

D OWIE 2 (a) M EmnLE

{ioods and werks under part 2(a) of the project

2) WH T fad i), 1 (b)Y i) 2 (b)Y SN TN

Sub-financings under parts 1 (a) (i1),] (b} {ii) and 2 (b) of the project

3)MHE T (a) Gd 1 (b 4id. 3R A EESM L. K. ERE
. MRS, MEEERE., Bomists
Works, goods, non-consuiting services, consultamis’  services,
incremental operating costs, training and workshops under parts | (a)

(1), 1(b) (),3 end 4 of the project

HREHMAD LA E N RBHIRKGH

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

=l

CRBFTHERITLW (mEEL IR eRT)
Cumulative Service Charges {I{ not Inciuded in ftem 5 or &)

ik 2L
Deduct:

MR CEATREES

Interest Earned (I Included in Special Account)

17.161.59

AR A B P O R
Totwal Advance to the Special Account Accounted for at the Fnd of this Period

16,000,000.00

e 14




(N) BREAK, ®FK

vi. Special Account Statement of Grant

B XL HKF#RXEK
SPECIAL ACCOUNT STATEMENT OF GRANT

FAHHE 20204512431 8
(For the period ended December 31, 2020)

HE S ERATRE (BH0 ARV EESREERE FPRTEM PERLEF MR 47

Project Name: Guangdong Agricultural Pollution
Control Project Financed by the World Bank
ME 5. TFO15418

Depository Bank :Guangzhou Linhezhong Road
Sub-branch, Agricultural Bank of China
W 44057014040000021

GrantNo. TIO15418 Account No. : 44057014040000021
G BGL JREMET AR £
Prepared by: Department of Finance of Guangdong Province Currency: USD

A RMEREPE EHER &

Part A-Account Activity for the Current Period Amount

Ending Balance

330 2 80 760,210.53
Beginning Balance

B _
Add:

R AT RO 153,610.79
Total Amount Deposited this Period by World Bank

EHFREANET (EAFHEP S 309.25
Total Interest Earned this Period if Deposited in Special Accouni

A A S R B -
Total Amount Refunded this Period to Cover Ineligible Expenditures

b —
Deduct:

WL ER 154,613.65
Total Amount Withdrawn this Period

EERUE Rk SO R T LR -
Total Service Charges this Period if not Included in Above Amount Withdrawn

A A2 0 759,516.92

¢ B58 To be continued )
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B &y AT T

Part B-Account Reconciliation

Amount

L HIrg TR e

Amount Advanced by Werld Bank

504,000.00

Wb

Deduct:

20 WRRIT M A S

Towal Amount Recovered by World Barnk

- KRR T W OO G R

L

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

%00,000.00

4 FRRP R &S

Ending Balance of Special Account

758,516.92

He -

Add:

w

CBRES AR S G IR B e e m R 8

Amount Claimed but not yet Crediled at the End of this Pericd

D) JH T (e) Fae riEss

Sub-financings under part 1 (¢} of the project

2) WHE T 3fMa Baal. FERNRS. SHERS

Goods, non-consulting services, consultast’ services, incremental

operaling costs, training and workshop under parts 1,3 and 4 of the

project

6. HF B WA A AHE M A A & A

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

42,293.76

~1

CREHRU L kG ESTeRE T

Cumulative Service Charges (1f not Included in Jtem 5 or §)

Qﬁ'{‘ b

Deduct:

CHBA (EATFRMMES )

oo

Interest Earned {If Included in Special Aceount)

1,810.68

C R K B P TR SR

e

Total Advance to the Special Account Accounted for a1 the End of this Period

800,0006.00
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A E 80 900 000.00 % 75, FE& AR T 536,318,400.00 75; 4 I
F AR F 5,100,000.00 £50, 4 AR T 33,503,000.00 1.
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wE (UTHEREIE L) 2T HE A 28N EFEH B W45
AR FEWBIT (UTHREMBUT) WEXM 1%,

3. TELTHE
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ELK, HLARS Y ERAMT,

34 HBPEARBIT2020F 12 A3 HIDE, 1 £ n=ART
6.5249 .

4. F A H 99

4.1 BE FH

2020 0 H X B AR T 52,838,280.73 0, EW T H AR
743,243,768.48 7T, S it RIS EEH 69.06%. FREBEEFER T

(FAr: ARTT)

WE A A AMA W Airx ®
(1) HFEFHFR AL FHEHE -2,995,462.27 240,338,421.77
(2 #HEEABTEFEDE 31,203,348.90 334.337,898.83
(3) BMEW¥E ., kHEE R BER 13,404,678.21 95,840,104.01
(4) A% E 2,774,431 .89 35,656,570.49
(5) wafE 8,564,109.00 35,439,548.38
(6) KT8 -112,825.00 1,631,225.00
& it 52,838,280.73 743,243,768 .48

Er SBAL AN A R AR F MR A

42 WS

2020 4 12 A 31 HAF A AR T 126,641,91333 1. HP 45 E
HIKF RBANR T 48,475,428.64 76, WA EH AW P 4 H &1 AR
9,313,807.67 oL ( & HARFARKT 363.00 0), EMHBITERAK P 4
41T 10,552,296.13 £ 0, A& AR T 68,852,677.02 7.

4.3 AT B d

2020 4 12 f 31 H & HF A AR T 7,098,075.50 1, H FitER
FEFMEE L ETRFART 3,186,962.88 T ( A W{TH &, %M
EFNERLETHREPCAMAE 2 2T, &1 HEM L4564
A CREI0%THRE, XAEIRR (TEHE4) 8 50%), 2020
EME IS M B AT AR T 3,855,922.62 70, H A AT R A
AR 55.190.00 7.
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4.4 T H # K

2020 4 12 A 31 H & & h A KT 329,024,701.23 70, H o & R
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TF & RATR FH 7,0495,950.82 % 71, (& KAE # 250,000.00 £ 71 ), #é
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4.7 FfF 3K
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DM EHRNEBRANART 28111770, AMETERKPEHAE
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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 Giobal Environmental
Facility is TFO15418, it aims to reduce water pollutant releases from crop
and livestock production in project areas. The main contents of the Project
include: promoting fertilizer reduction and pollution contro! demonstration
project, pesticide reduction and pest control project, and conservation
agriculture etc. In selected project areas, implementing large and
medium-scaled biogas, sewage purification and high-rise ecological
breeding in selected scale livestock farms within the province, which is to
achieve the dual goal of comprehensive utilization of livestock waste and
environmental protection, and carry out relevant consulting and training
programs. Project Agreement was signed in February 2014 and came into
effect in May 2014, and the planned closing date was December 31, 2019.
The mid-term adjustment proposal came into effect in December 2017 and
project closing date is extended to June 30, 2021. The second adjustment
was carried out in 2020. After the adjustment, the estimated total
investment for the project is RMB 1,076,162,900.00 yuan, among which
the World Bank loan is USD 80,900,000.00, equivalent to RMB
536,318,400.00 yuan; the total GEF grant is USD 5,100,000.00, equivalent
to RMB 33,503,000.00 yuan.

2. Consolidation Scope of the Financial Statements

Consolidation scope of the financial statements covers the financial
statements of Management Office of Guangdong Agricultural Pollution
Control Project (hereinafter referred to as PPMO), 12 project offices of
municipal city level and 28 project offices of county level, as well as
relevant financial statements of Department of Finance of Guangdong
Province (hereinafter referred to as DOF).

3. Accounting Policies
3.1 The Financial Statements of the project were prepared according to the
requirements of Accounting Methods for the World Bank Financed Project

2



(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. Renminbi is used as the recording currency of
bookkeeping.

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

4. Explanation of Subjects

4.1 Project expenditures

The project expenditure in 2020 was RMB52,838,280.73 yuan, and the
cumulative expenditures were RMB743,243,768.48 yuan, which accounted
for 69.06% of the total planned investment. The completed investment was

as follows:
(Currency: RMB yuan)

Current Cumulative
Composition of project items
expenditure expenditures
(1) Envirenmentally Friendly Crop
. -2,995,462.27 240,338,421.77
Production
(2) Livestock Waste Management 31,203,348.90 334,337.898.83
(3) Monitoring and Evaluation, Capacity
13,404,678.21 95,840,104.01
Building and Knowledge Management
{4) Project Management 2,774,431.89 35,656,570.49
(5) Loan Interest 8,564,109.00 35,439,548.38
{6) Front-end fee -112,825.00 1,631,225.00
Total 52,838,280.73 743,243,768.48

Note: expenditure changes of the Front-end Fee varied with the exchange rate in the statement of

the current period.

4.2 Cash and Bank



On December 31, 2020, the balance was RMB126,641,913.33 vuan.
Among them, the balance of PPMO was RMB48,475,428.64 yuan, and the
balance of municipal and county PMOs was totally RMB9,313,807.67
yuan (including cash balance of RMB363.00 yuan), and the balance of the
special account of DOF was USD 10,552,296.13, equivalent to
RMB68,852,677.02 yuan.

4.3 Prepaid and Receivable

The balance on December 31, 2020 was RMB 7,098,075.50 yuan, among
them, prepaid in advance for the waste treatment and civil engineering
work of the aquaculture farm was RMB 3,186,962.88 yuan (the EPC
procurement contract concerning civil works for waste treatment at the
farm can be paid in 2 phases after being agreed by the World Bank, and the
payment condition of phase 1 shall be “30% of the quantities are
completed and 50% of the total project funds are paid, excluding the
provisional fee”) , and the government budgeted quota in 2020 that should
be returned was RMB3,855,922.62 yuan, and other advance payments and
receivables were RMB55,190.00 yuan.

4.4 Project Appropriation Funds

The balance on December 31, 2020 was RMB329,024,701.23 yuan.
Among them, the provincial counterpart fund was RMB218,647,455.24
yuan, and the investment by small holder farmers was RMB 2,084,827.50
yuan, and the self-raised fund by livestock farms was RMB108,292,418.49

yuan.

4.5 Project Loan

The balance on December 31, 2020 was RMB459,979,029.50 yuan, which
was the IBRD loan amount of USD7,0495,950.82 (including front-end fee
of USD250,000.00), equivalent to RMB459,979,029.50 yuan.

As of December 31, 2020, the World Bank loan of USD70,495,950.82 was
withdrawn cumulatively, accounting for 87.14% of the total loan.

4.6 GEF Grant

The balance on December 31, 2020 was RMB 25,456,777.36 yuan, which
was the GEF grant amount of USD3,901,481.61, equivalent to RMB
25,456,777.36 yuan.

As of December 31, the GEF grant of USD3,901,481.61 was withdrawn
cumulatively, accounting for 76.50 % of the total grant.
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4.7 Payable

The balance on December 31, 2020 was RMB 62,326,099.10 yuan,
including RMB2,085,323.95 yuan for equipment payable, and
RMB60,240,775.15 yuan for other payments payable (mainly the balance
of unsettled funds collected by enterprises, and the turnover working
capital that had not been returned to the agricultural bureaus of cities and
counties, yet).

4.8 Retained Earnings

The balance on December 31, 2020 was RMB197,150.12 yuan, which was
the interest income of bank deposits. Specifically, the interest income of
the account of PPMO was RMB70,546.79 yuan; those of municipal and
county PMOs was RMB2,811.17 yuan, and the interest income of the
special account of DOF was USD18,972.27 (interest income of the loan
special account was USD17,161.59 and interest income of the GEF special
account was USD1,810.68), equivalent to RMB123,792.16 yuan.

5. Special Account

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

The balance of loan special account at the beginning of 2020 was
USD&,954,761.42; the total reimbursement from the World Bank in 2020
was USDS5,084,544.89, and the interest income was USD3,727.06. The
disbursement in 2020 was USD 4,250,254.16 and the ending balance in
2020 was USD9,792,779.21.

The balance of grant special account at the beginning of 2020 was
USD760,210.53; the total reimbursement from the World Bank in 2020
was USDI153,610.79, and the interest income was USD 309.25. The
disbursement 1in 2020 was USD154,613.65, and the ending balance in 2020
was USD759,516.92.



6. Other Explanation for the Financial Statements

6.1 Since April 2019, the PPMO had worked together and shared related
resources with Guangdong General Station of Agricultural Environmental
Protection and Rural Energy (SAEPRE for short), which is one of public
institutions of Agriculture and Rural Affairs Department of Guangdong
Province, and the indicators of provincial counterpart fund budget will be
changed from Guangdong Agricultural Investment Center to SAEPRE.
Account consolidation and settlement was performed by SAEPRE. The
provincial counterpart budget is allocated by SAEPRE on behalf of the
PPMO and included in the final account management of SAEPRE.

6.2 According to the Feasibility Study Report (FSR) of the project, loan
repayment for the project was started from 2019. In the first half of 2019,
the loan principal of USD838,167.09 (exchange rate of 6.8) was repaid,
equivalent to RMB 5,699,536.21 yuan. In the second half of the year, the
loan principal of USD860,820.28 was repaid (exchange rate of 7.1),
equivalent to RMB6,111,823.99 yuan, and the total principal of RMB
11,811,360.20 yuan was repaid. In the first half of 2020, the loan principal
of USDI1,024,807.17 (exchange rate of 7.1) was repaid, equivalent to
RMB7,276,130.91 yuan. In the second half of the year, the loan principal
of USDIL,073,104.36was repaid (exchange rate of 6.8), equivalent to
RMB7,297,109.65 yuan, and the total principal of RMBI14,573,240.56
yuan was repaid, the accumulated amount of USD26,384,600.76 was
repaid.

6.3 According to the FSR of the project, the subsidies for the project
management fees at the municipal and county levels shall be included in
the annual budget of the counterpart funds by the PPMO and will be
allocated to the municipal and county PMOs. 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 local bureaus of agriculture
and rural affairs or agricultural technology promotion centers of the same
levels etc. have to be used instead, which causes the cash management and
accounts treatment to be done in a special way.

6.4 The current amount of International Financing (IBRD Loan) and GEF
grant in the statement of Summary of Sources and Uses of Funds by
Project Component I = cumulative amount completed on December 31,
2020 — cumulative amount completed on December 31, 2019. In addition,
affected by the drop of exchange rate in 2020, the amount of sub-project of

26



Environmentally Friendly Crop Production in this period was negative.
The RMB amount withdrawn this year in the Statement of Implementation
of Loan Agreement and the Statement of Implementation of Grant
Agreement shall be converted as the closing exchange rate of the current
period based on the USD amount withdrawn in current year, leading to
difference with the current amount of International Financing (IBRD Loan)
and GEF grant in the statement of Summary of Sources and Uses of Funds
by Project Component 1.
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INL. 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. The
audit results showed that the 2020 project indicators were basically
completed, and the social impact continued to increase. The third-party
inspection results provided by the PMO showed that the sub-project of
Environmentally Friendly Crop Production had benefited for 106,000
farmers, covering 575,000 mu of farmland, and a total of 127 of 129
engineering works had been completed in the sub-project of Livestock
Waste Management.

Issues on project management
1. The implementation progress of the project was slow.

According to documents of the annual work plan and the work progress
report etc., the expenditure progress of the World Bank loans, grants and
counterpart funds of the project in 2020 were slow.

This project annual plan in 2020 was expected to use the World Bank loans
and counterpart funds RMB105,612,600.00 yuan and RMBI117,503,900.00
yuan, respectively. However, the actual expenditures in 2020 was
RMB33,176,146.95 yuan and RMB42,980,683.14 yuan respectively,
accounting for only 31.41% and 36.58% of the plan for that year. In
addition, this project annual plan in 2020 was expected to use the World
Bank grants of RMB4,367,700.00 yuan. However, the actual expenditures
in 2020 was RMB1,002,295.05 yuan, accounting for 22.95% of the plan
for that year.

We suggested that your office should strengthen the eptdemic prevention
and control, overcome difficulties, strengthen the execution of project
plans, and take effective measures to ensure the smooth completion of the
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project under the premise of strengthening epidemic prevention and control.
The PPMO accepted the suggestion.

2. The asset management of the PMOs in some cities and counties was not
standardized.

In a random inspection of three PMOs of Huazhou City, Wuhua County,
and Haifeng County, it was found that these PMOs failed to manage and
maintain assets and equipment in accordance with regulations. As a result,
some assets were lost or idle, involving RMB508,476.80 yuan. Thereinto,
PMO of Huazhou City lost 1 set of technical publicity equipment,
involving counterpart funds of RMB982.80 yuan. In the PMO of Wuhua
County, 283 sets of solar insecticidal lamps purchased in 2018 were
expired and idle, and reagents of 3 sets of pesticide restdue tachometer
equipment were expired and idle, involving World Bank loans and
counterpart funds of RMB505,794.00 yuan. PMO of Haifeng County had 2
sets of office furniture idle, involving counterpart funds of RMB1,700.00

yuan.

We suggested that your office should urge PMOs in cities and counties to
strictly implement asset management measures, strengthen daily fixed
asset management, and improve asset utilization efficiency. The PPMO
accepted the suggestion.

The Followed-up of previous recommendations

Among the 5 problems disclosed in the audit report of last year, The
problem, which showed that some project had slow progress in fund
payment, had not been completely rectified. It mainly involved civil
engineering works of two breeding farms in Heyuan City (Wufengtai and
Xinle of Phase 4) in the sub-project of Livestock Waste Management.
According to relevant reports, the engineering entity began to apply for
reimbursement in February 2018, but as of the end of April 2021, the
PPMO internal approval process was inefficient, resulting in the failure to
complete the payment procedure for domestic counterpart funds, involving
RMB560,272.14 yuan.

We suggested that your office should optimize the internal approval

process to speed up the progress of fund payment. The PPMOQO accepted the
suggestion.
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