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I. Auditor’s Opinion
Auditor’s Opinion

To Hebei Hengshui Lake National Nature Reserve Administration
Committee

We have audited the special purpose financial statements (from page 5 to
page 22) of Hebei Hengshui Lake National Nature Reserve’s Project on
the Implementation of Wetland Protection and Restoration Funded by
German Government Loan, which comprise the Balance Sheet as of
December 31, 2020, the Project Progress Report and the Special
Account Statement for the year then ended, and Notes to the Financial
Statements.

Project Entity for the Financial Statements

The preparation of the Balance Sheet, the Project Progress Report and
the Special Account Statement is the responsibility of your entity, 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;

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 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 entity’s preparation and fair
presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the
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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.

Qualified Opinion

In our opinion, the financial statements identified in the first paragraph
present fairly, in all material respects, financial position of Hebei
Hengshui Lake National Nature Reserve’s Project on the
Implementation of Wetland Protection and Restoration Funded by
German Government Loan as of December 31, 2020, its financial
receipts and disbursements, the project implementation and the receipts
and disbursements of the special account for the year then ended with
Chinese accounting standards and system, and the requirements of the
project loan agreement.

Other Matter

We also examined the withdrawal application from No.20 to No.22,
from No.24 to No.29 and the attached documents submitted to the
German Revival Credit Bank during the period. In our opinion, those
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.: 86-311-88606172

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

(—) FFRfix

i. Balance Sheet

¥ER MK

BALANCE SHEET

2020 4 12 A 31 H
(As of December 31, 2020)
BE 4R BEBRRSOTAEAMERXRE AR KEME P 5IKEZTE
Project Name: Hebei Hengshui Lake National Nature Reserve’s Project On the Implementation of Wetland

Protection and Restoration Funded by German Government Loan
G FMABEAHERAEARFREREEZR &
Prepared by: Hebei Hengshui Lake National Nature Reserve Administration Committee

B8 A

ARG

Currency Unit: RMB Yuan

A% " o H49)% "
e | IR WA 1 | P WA
Asset Accounts Sequence £ & Ending Balance |Liability Accounts|Sequence & & Ending Balance
Balance Balance
it A it
Total Assets 1 3,213,707.90|  19,884,843.45|Total Current 25 6,042.00 6,042.00
Liabilities
Sk 2
4 Cash 2 - - RLAIKH 26 6,042.00 6,042.00
Accounts Payable
P T 3
Eo/d N
Baﬁ%?iits 3 1,674,078.90|  1,170,106.17|Accounts Received| 27 - )
p in Advance
RO A ) | st . ) |
Accounts Receivable Other Payables
B % 5 ] |
Pre-paid Accounts
. B
Otfé r{wl‘{ii::i?\z\ble 6 - -|Net Assets 29 1,539,629.00, 18,714,737.28
Ardha B I
%ﬁf b 7 45,100.00 45,100.00, S . 30 1,539,629.00, 18,714,737.28
Intangible Assets Assets Foundation
2o YR = 3 yrz'—{ o
. IAl5E 47 8 1,494,529.00 2,009,929.00, Eﬁ/*’m 31 45,100.00 45,100.00
Fixed Assets Intangible Assets
(=} El_ e
LR 9 4 16,659,708.28| . e 32 1,494,529.001  2,009,929.00
Construction in Progress Fixed-Assets
R T/
A Y . .
it it 10 21,539,096.91|  45,130,297.73/Construction in 33 1 16,659,708.28
Total Cost Progress
PR i B trit
Project Cost 11 21,539,096.91 45,130,297.73 o 34 23,207,133.81|  46,294,361.90

Total Revenues

J& 42 (To be continued)



4 (continued)

4% (continued)

LUETIE-

o 5 " g H49)% "
B 5 | Beginning | A T O R e A
Asset Accounts 4 Balance Ending Balance | Liability Accounts d & & Ending Balance
e ce Balance
vl NEEL IS8
Planning 12 1,882,178.00  2,688,987.61/Funds Received by| 35 23,194,155.69| 46,278,182.67
the Project
KEEREEEBE
ERY 3 .
Water ~ Management 13 60,658.00|  3,004,046.38|German Grant 36 1,026,105.28  1,053,610.76
Ecological Restoration (Yan
River's Old Channel and|
Lake Shore)
BHAESRABESE PO,
14 366,100.00 513,900.00|German Loan 37 14,462,238.56| 36,076,620.06
‘Wetland Ecosystem
Restoration and Management
AR R REHE B
Education for Sustainable 15 5,941,648.42) 20,049,422.79|Direct Payment 38 10,730,579.90[ 28,160,050.81
Development (ESD)
, AR
WA 5 & T 5% .
.m/).\J 5% J‘ﬁﬁ.n . 16 2,486,342.14)  4,684,556.42|Withdrawals 39 3,731,658.66| 7,916,569.25
Monitoring & Special Studies
XSRS LR R S X
il FAELE
Community-Supported 17 27,000.00 38,000.00(Counterpart Fund 40 7,705,811.85]  9,147,951.85
Wetland Conservation and|
Management
2 > =
o LG ITIN
apacity ~ butlding andijg | 1202464.69| 1,602,701.19|Other Revenues 41 12,978.12 16,179.23
Publicity Activities
T H &
Project Management 19 2,099,588.53 3,051,967.10
TR RS
Consulting Services 20 6,142,786.16|  6,264,010.19
ANET L B
Contingencies 21 304,225.69]  2,179,095.29
e
ek 22 1,026,105.28 1,053,610.76
Grant
Hofth 3 H
Other Cost 23 - -
&1 Total 24 | 24,752,804.81| 65,015,141.18/5 11 Total 42 | 24,752,804.81 | 65,015,141.18
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ii. Project Progress Report
T H £ #E X

Project Progress Report
AHEE 20204 12 A 31 H

(For the period ended December 31, 2020 )

BE AR BEBRRSTAEAMERXRE AR K EMF P 5IKELTE
Project Name: Hebei Hengshui Lake National Nature Reserve’s Project On the Implementation of Wetland
Protection and Restoration Funded by German Government Loan

Gk o FALEAHMER R E /R REHEE R &

Prepared by: Hebei Hengshui Lake National Nature Reserve Administration Committee

TmEL: ARTL

Currency Unit: RMB Yuan

R
No.

TUH TRA%
(Project
Component)

HESE 0
(Estimated
Amount)

i H % (Project Cost)

EI RS
Total of Last
Report

AR RE S
Total Within
Current
Fiscal Period

L
Accumulated
Investment

B TR
Assets Transferred

FERETRE

Construction in Progress

Amount

HEa
%
The total
investment
%

FEI
s

SE AR B
Amount

HEa
%
The total
investment
%

M

@

B)=(+Q2)

“ (5)=*/3)

(6)=(3)-(4)

M

# % Planning

8,152,600.00

1,882,178.00

806,809.61

2,688,987.61

2,688,987.61

32.98%

KRG H SRR
1B (R HE )
Water
Management &
Ecological
Restoration (Yan
River's Old
Channel and
Lake Shore)

12,571,800.00

60,658.00

2,943,388.38

3,004,046.38

3,004,046.38

23.90%

B RGiE
H5EH
Wetland
Ecosystem
Restoration and
Management

2,180,500.00

366,100.00

147,800.00

513,900.00

513,900.00

23.57%

AR

i 50
Education for
Sustainable
Development
(ESD)

48,927,517.00

5,941,648.42

14,107,774.37

20,049,422.79

20,049,422.79

40.98%

I 5 L wiwt gL
Monitoring &
Special Studies

7,747,036.00

2,486,342.14

2,198,214.28

4,684,556.42

4,684,556.42

60.47%

AR SRR
TRFs 5
Community
-supported
Wetland
Conservation and
Management

1,750,000.00

27,000.00

11,000.00

38,000.00

38,000.00

2.17%

J& 4 (To be continued)




% (continued)

e
No

TiH LA
(Project
Component)

S EH
(Estimated
Amount)

TjiH 3 (Project Cost)

gt
X
Total of Last
Report

AR H
Total Within
Current
Fiscal Period

L S
Accumulated
Investment

2 LLE

Assets Transferred

FERETRE

Construction in Progress

5
sty | A%
v The

Amount Fotal
nvestmen

%

B %
The total
investmen%

ST
Amount

M

2

B)=(1)+(2)

“ Gr=@/B)

(©)=)-(4) M

REVEREE
& Capacity
Building and
Publicity
Activities

4,403,500.00

1,202,464.69

400,236.50

1,602,701.19

1,602,701.19 36.40%

TUH 3
Project
Management

5,346,900.00

2,099,588.53

952,378.57

3,051,967.10

3,051,967.10 57.08%

FEARRA 1(1-8)

Basic Costs T

91,079,853.00

14,065,979.78

21,567,601.71

35,633,581.49

35,633,581.49 39.12%

10

H RS
Consulting
Services

5,939,893.00

6,142,786.16

121,224.03

6,264,010.19

6,264,010.19 105.46%

11

P F A B
B RS K
B Il
Grant for
co-financing
consulting
service and
international
training

1,538,569.00

1,026,105.28

27,505.48

1,053,610.76

1,053,610.76 68.48%

12

ANFT UL 5

Contingencies

6,079,185.00

304,225.69

1,874,869.60

2,179,095.29

2,179,095.29 35.85%

13

T BB
(9-12)

Total Project
Cost

104,637,500.00

21,539,096.91

23,591,200.82

45,130,297.73

45,130,297.73 43.13%
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iii. Special Account Statement

TR K P ®RE
SPECIAL ACCOUNT STATEMENT
AH#EE 2020 4 12 A 31 B
(For the period ended December 31,2020)

TE AR B E BRSO AL ACH E K BB AR KB R 5 KA TE

Project Name: Hebei Hengshui Lake National Nature Reserve’s Project On the Implementation of Wetland Protection and Restoration Funded by German

Government Loan

ik . FMAEAKHERREARRFREEER S W A AR T
Project Entity: Hebei Hengshui Lake National Nature Reserve Administration Committee Currency Unit: RMB Yuan
I H &£ Project Period 2016 2017 2018 2019 2020 2021 41t Total
%14 % Beginning Balance - 100,207.85 4,839,464.45 1,674,078.90 -
. > =
oz K ﬁﬂ%m TP BN 5 1,151,349.66 5,839,583.76 4,470,823.67 5,377,747.49 16,839,504.58
Add: Received Amount
+A A 1E A BB Total of GFC - 734,224.75 3,008,742.37 3,932,406.38 7,675,373.50
+A ] o BB R A A F Total of CPC 905,096.00 5,099,055.39 1,455,996.46 1,442,140.00 8,902,287.85
+A B BN K B Interest Income 589.66 6,303.62 6,084.84 3,201.11 16,179.23
+H Y\ Other Revenues 245,664.00 - - - 245,664.00
R S
e AT KPS 1,051,141.81 1,100,327.16 7,636,209.22 5,881,720.22 15,669,398.41
Deduct: Total of Payment
. o g
RIS TR ‘“‘.g’ﬁ 663,672.74 1,101,281.36 7,636,209.22 5,881,720.22 15,282,883.54
Total Payment of Construction
A H H Al 4% Other Payment 386,514.87 - - - 386,514.87
-1t B % K Other Receivable 954.20 -954.20 - - -
1 K 4 % Ending Balance 100,207.85 4,839,464.45 1,674,078.90 1,170,106.17 1,170,106.17

Er ARRKIEIE LK P RAT XK IR

Note: This table shall be filled according to the bank statement




(7)) W4k i
Wt 4 fh R IR

1.5 E A% 2

B E BB AR E X F B ARy REMEF 5K AT E &
A BMZ201166677, & T4 IR & 18 1 A& #) % A1 Fo il B Fo i K
WIAKER, ELEAKHEEENRR, H B RMENAESZART T R4
X #, #2HAPESRARPNITFELE. ATEHERAART
10,463.75 7 76 (&4MLC 1,220.514 ARG ) » £l FAEEBUF R 2K 1,200 7
BXT(3r& AR T 9,000 A 76 ), B E M2 20.51 ABUT(IrE& AR T 153.83
AL) . AEFAHARTILEE 1 =75 TARTIHE (244K
REMENRILE) . ATERERSART 1,309.92 7 7T, 25 H
B AHERFERRPREEE RS H EME.

AREHEXNBEECOHAKEESKENESE L. BHAESZSE
5%, IHELEHE. UNE5LTHR. g HEXSEHEINHL.
KRR E A SZAMKERERE, BETEHANEZEENZ S,
BIRHZE . MR EEFR L HIE. TE T 2016 5 AERX B,
B E 2020 4 12 A 31 B, THE L H 4,495,528.98 R It 8 4% 2K & 7K,
131,291.06 BX T B - %, T HEEXR A2 ARKT 9,147,951.85 TL.

2. 4R & Y % Tk
FAE AR ERFE RRPREHEE R 2%E 7 ATE & ZF 2020 4
12 A 31 By M54k,

3.EELUTHR

3.1 gr | A At

A HSBEY TATRATE MEMTEARERZFTER, %E (RK
Y K HEF (AT ST Y B Rk 4 .

32 2t EE
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SUBEEEXFNTES, WAREETALEZE 12 A31H,

3.3 1Bk LA Fr it B
AIEHSWHEE L “BIREEH” fEREKEN, FAMERE DK
FIRK, UARTT LKA T,

3.4 4hT L%
Fe i o E ANMC AR 5 P AT AR TR B E A4,
2020 45 12 A 31 HIC&E, 1 M 1=8.0250 TAR .

4 A& E LA

4.1 T E L H

2020 7 H X WA K 23,591,200.82 TC.

# ZE 2020 4 12 A 31 B3 E it 0 AR 45,130,297.73 T, & &
FH R #Y 43.13%.

411 RN Bt LB AR T 2,688,987.61 70, A 415 % 1HHL & 38 4
RAZAGBESEH-FLBEBRIFLIEAART 5274.00 T, BHER
HfF A - E kit ART 1,839,57361 . TRGEHRARKT
218,620.00 75, FIEZIFM AR T 505,520.00 TTA A Y £ HEME i)
AR 120,000.00 7.

412 KEREEEESBEEZ L AR T 3,004,046.38 T, h#¥
WHME P AKEEHEELESBE-DHREATEZILNAESBEEART
884,876.44 ;1. F O [f#4 AR 158,290.00 71 F0 2h 77 A A B
1,960,879.94 7.

413 BHAESZAGELEHEZ LB AR T 513,900.00 7T, A 4]
FRAMEFEHAESZALE 5% E- L F AR T 366,100.00 7T
Ao s M OB R T 147,800.00 T

4.1.4 V[ FEKEHE B H AR T 20,049,422.79 T, A #I KT
MEFTHFELRREHZET- AN THELERET TIHEART
6,257,936.50 TG K B ART 7,171,637.87 TTAEEE A H L AR
i 6,619,848.42 T,
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415 W5 L3R 2 AR T 4,684,556.42 76, A1 F LT
BE P WIS LA R W AR T 2,574,221.42 75 GIS Hi#E{z &,
Z % A BT 553,400.00 75 % &AET 1,556,935.00 7C.

4.1.6 HR L FHEMARTFESEE R IHE AR T 38,000.00 7T, A
BV A P I R R - A A

4.1.7 6 HEZ 5 EH E X HART 1,602,701.19 76, A ¥ F &t
MEFENEREEH- N ERXART 697,310.00 T EHE AR T
905,391.19 L.

418 FEHEE B ART 3,051,967.10 70, K40 % 4k & &
TE S - R R AR 1,248,583.46 LA AT F
S A BT 382,856.60 70, A% A HAGE # Ao AR T 1,420,527.04

S

419 BiEHEFA BT ART 6,264,010.19 70, k40 F% L&
TR B # Y H A 5% F -2 [E DFS /A 8 %18 % .

4.1.10 A HN%EE i AR T 2,179,09529 76, A F X ITHEE
HHERF A F.

4111 EHEiH £ AR T 1,053,610.76 75, K41 F 3% 1 & & 0 E
7% H % F /£ & DFS A 8 K4 %

A2 4RATHE
2020 5 12 A 31 B, RITEZREF ANART 1,170,106.17 7T

4.3 pLAFIK K
2020 4 12 A 31 H, MAAKARFA AR T 6,042.00 75,4 K HE )
FFIT 7 B LRI LR EH A

4.4 1B R 3K

I E R B AR 2K 4 12,000,000.00 BX TG, 34 A B T 90,000,000.00
T (EE 1.75) (B X REMENITZILE) |

B E 2020 4 12 F 31 H 42 5452 45 4,495,528.98 BX TG, & 4N & &
THXIH 37.46% , & AR 36,076,620.06 TT.
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441 B # TR FRK A F 3,509,040.60 BL T, A5 AR
28.160,050.81 7T

440 #F )52 2K A5 986,453.38 BL L, ITA AR T 7,916,288.37
TG

4.4.3 BAT 5 3 2 AR BB T 7 A 4RAT F 42 35.00 BAL, T & AR
280.88 n.. (HA L i)

4.5 1877 T 3
T E 4 E 8 2R 4 205,100.00 BL T, 1A A R 1,538,300.00 T4
(ICFE 1.7.5) (ZHRKAEMENITRILE) .
#ZE 2020 4F 12 A 31 HAEF W& H 131,291.06 G, & B LT
%8y 64.01%, & AR 1,053,610.76 TC.

4.6 F5 BLET A

TEH TR EERAE T A ARKT 13,099,200.00 75, #& F 2020 & 12
F31H, ZidzariER4ART 9,147,951.85 71, HEER AKX
B 69.84%.

4.7 E BN
2020 45 12 F 31 H HMIRANEF A AR T 16,179.23 70,2 3 R ATIK
F A BN

5.% FIK P AE R L

ZIE T 2017 48 1 F 75 B T 4RAT Bt A TR B K B b AT JF
WRATIK P, TMHAART, RATIKF H: 0407030039300068171.

2020 L RIK P A2 H A AR T 1,674,078.90 TT.

2020 4EFE LK PR\ EFAR T 5,377,747.49 1. Hw4E B 4k
HFIK F 4 AR T 3,932,406.38 7T, FHEEHAARKT 1,442,140.00 7T,
FlEWANART 3,201.11 5.

2020 FE LK LB R FART 5,881,720.22 6, HIEHAMRSE
F. BEMSF. WITE. WEE. RRKEEE. 2 HE. B #.
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FAFEEE, T H. WEWER. AN BITRE,
2020 FELZHAKFHRAAFT HART 1,170,106.17 TT.

6. L4ty 7 Z 0 1 B9 F I
6.1 RAT L K P 7= £ B9 A B E N BA D B ON - E At N - A E RN
FHE.

6.2 LR L 2 = WL AR AT, KA IE AT TN BAN B RN -
NGB AR K- R s A B A B ST R A,
ISR AT TN BN By RN - N K- I AR AL A E

63 ALK ERBEZRSNMEM LR ITHHE (EXAHRK
[2019166 &) , TH EFK AN ART 1046375 505, TEZFZLTNEECH
KEEHEGESME, BHARZACEE5EE. THFEXEHET. W
EETHR. R NEREERERANTH. RAM VA EHTE Z R ANE
BIEAL KEEHEGASGE, BHASZABEEEHE., THELE
HE. BNE5LHAR. ERX IHNEHMERFSEHE. g HERSER.
TEAE RS NN FTE. TE AR E R\ BT ESE.

MR E 4% it AR T 8,152,600.00 75, B 475 % 14k & o 8 A&
REGBESEE-FRBYERIFART 675,000.00 7T F0 57 B 2% HA4b %
Fl% 2% 7HART 7,477,600.00 T4 i

KRG G EREEMELFT LT ART 12,571,800.00 76, H#IH
WM E P ARG H G £ SBEART 12,571,800.00 ToA4 ..

BEHARZRGBESEEBRE LT LT AR T 2,180,500.00 75, 40
FRUTMEFEREMAESRZAGE ST E-BHAENKE AR T 750,000.00
TTRARIL 5 H AR T 1,430,500.00 TTA4 Bk .

AFELRATME LTI AR T 48,927,517.00 76, HH P %1t
MR R gk BT AR T 48,927,500.00 T F0 L AR A H iy AR T
17.00 JoAE Ak

W5 & T R E 25 5 AR T 7,747,036.00 7T, B 5T
e 5 WA AR T 7,747,000.00 TREXRF A EFHART
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36.00 LA .

R LR EMRFSEEME LT T ART 1,750,000.00 T, H
MPRUAMEFTEERHEMFA- B R ELNEERITNART
176,900.00 LA A F & % By AR T 1,573,100.00 T644 A

Bk 5 EEMEASFEITART 4,403,500.00 7T, 15 % 14k
g k5 g AR T 4,403,500.00 JOA A

THEEME AT LT ART 5,346,900.00 7, B4 % %R E I3
BRI MR- e g E RPN ART 1,259,500.00 7T AR IE R
%% AR 680,000.00 7T 2% H 4 K 2 F0F) A 3,407,400.00 T .

RS RE A F LT AR T 5,939,893.00 75, H 47 % A4k & 11
B 2% Hfh %% 4218 DFS A8 K1 % i AR T 5,939,893.00 44 Jk .

ATEEXRGEERSKEFENANEXRELFEITART
1,538,569.00 JT, B F W ITHLE T E H Rk H M 5 -EE DFS A5 %
W B AR T 1,538,569.00 T .

AN BN L AF AR T 6,079,185.00 7T, H#1F % & +
T E 2% H A % 42 E DFS /A 8 K8 % iy A K T 153,838.00 JpAn A
W4t AR T 5,925,347.00 T4 ..
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iv. Notes to the Financial Statement
Notes to Financial Statement
1.Project Overview

Hebei Hengshui lake national nature reserve, using the German government
loan implementation of wetland conservation and restoration project loan
agreement number for BMZ201166677, aims to improve the wetland
biodiversity and habitat and Hengshui lake management, establish a
comprehensive monitoring system of Hengshui lake, seek community support
for the Hengshui lake wetland ecosystem protection, to achieve the
sustainable development of Hengshui lake ecosystem protection. The total
investment of this project is RMB 104.6375 million yuan (including foreign
exchange of Euro 12.20514 million ), the loan of Euro 12 million (equivalent
to RMB 90 million yuan) from the German government, and the project grant
of Euro 205,100(equivalent to RMB 1.5383 million yuan). The RMB
exchange rate adopted in this project is calculated as 1 Euro =7.5 RMB (the
initial exchange rate approved by the provincial development and reform
commission). The supporting funds of this project are RMB 13,099,200 yuan,
all of which are self-raised by Hebei Hengshui lake national nature reserve
management committee.

The construction content of this project mainly includes five parts: water
management and ecological restoration of water body, wetland ecosystem
restoration and management, education of sustainable development,
monitoring and special research, capacity building and publicity. Innovative
wetland ecosystem and water management, advanced integrated monitoring
systems, environmental education, and incentives for community
co-management will be implemented. The project was officially launched in
May 2016. As of December 31, 2020, a total of Euro 4,495,528.98 has been
withdrawn, Euro 131,291.06 has been Grant and the supporting fund of the
Chinese side 1s RMB 9,147,951.85 yuan.

2.Consolidation Scope of the Financial Statements

Hebei Hengshui lake national nature reserve management committee
compiled the project as of December 31, 2020 in the financial statements.
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3. Accounting Policies
3.1The Foundation of Financial Statements Preparation

The financial statements of the project were prepared with reference to the
Word Bank and ADB loan project and according to the notes to the request,
and Accounting System of Administrative Agencies currently on-going.

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

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

3.4 Foreign Currency Transaction

According to the central parity of RMB exchange rate announced by China
Foreign Exchange Trading Center, the exchange rate on December 31, 2020
was one Euro = RMB 8.0250 yuan .

4. Explanation of Subjects
4.1 Total Project Expenditures
The project expenditure for 2020 was RMB 23,591,200.82 yuan.

As of December 31, 2020, the accumulated project expenditures were RMB
45,130,297.73 yuan , accounting for 43.13% of the total investment plan.

4.1.1 The cumulative planned expenditures were RMB 2,688,987.61 yuan,
including RMB 5,274.00 yuan for the special activity of baer’s pochard
conservation in wetland eco-system restoration and management, RMB
1,839,573.61 yuan of survey/design and other costs for the project
construction, RMB 218,620.00 yuan for engineering supervisors, RMB
505,520.00 yuan for environment impact assessment and RMB 120,000.00
yuan for biodiversity impact assessment in the preliminary design estimates.

4.1.2 The accumulated expenditures of water body management and
ecological restoration were RMB 3,004,046.38 yuan, including RMB
884,876.44 yuan for the water management and ecological restoration
(ecological restoration at the northern side of the east-west section of Jizhou
Lake Causeway), RMB 158,290.00 yuan of repairing Wangkou Sluice and
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RMB 1,960,879.94 yuan for rubber dam construction over the Yanhe River in
the preliminary design estimates.

4.1.3 The accumulative expenditures of wetland eco-system restoration and
management were RMB 513,900.00 yuan, including RMB 366,100.00 yuan
for wetland ecosystem restoration and management demarcation and
patrolling and RMB 147,800.00 yuan for wetland aquatic plant harvesting in
the preliminary design estimates.

4.1.4 The cumulative expenditures of sustainable development education were
RMB 20,049,422.79 yuan, including RMB 6,257,936.50 yuan for the
sub-project of sustainable development education in Hengshui lake, RMB
7,171,637.87 yuan for nature experience island and RMB 6,619,848.42 yuan
for the tourist information center in the preliminary design estimates.

4.1.5 The accumulated expenditures of monitoring and special research were
RMB 4,684,556.42 yuan, which including RMB 2,574,221.42 yuan for
monitoring and special studies, RMB 553,400.00 yuan for GIS system and
RMB 1,556,935.00 yuan for the equipment in the preliminary design
estimates.

4.1.6 The accumulative expenditures of RMB 38,000.00 yuan were the other
costs of project construction for construction unit management fee in the
preliminary design estimates.

4.1.7 The accumulated expenditures for capacity building and publicity were
RMB 1,602,701.19 yuan, including RMB 697,310.00 yuan for capacity
building and publicity, RMB 905,391.19 yuan for publicity in the preliminary
design estimates.

4.1.8 The accumulated expenditures of project management were RMB
3,051,967.10 yuan, including RMB 1,248,583.46 yuan for the other costs of
project construction for construction unit management fee, RMB 382,856.60
yuan for bidding agency fee, and RMB 1,420,527.04 yuan for loan
commitment fee and interest during the construction period in the preliminary
design estimates.

4.1.9 The accumulated consulting expenses were RMB 6,264,010.19 yuan,
which was the other construction expense --consulting fee of German DFS
company in the preliminary design estimates.

4.1.10 The accumulated expenditures of unforeseeable fee were RMB
2,179,095.29 yuan , which was the basic reserve fee in the preliminary design
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estimates.

4.1.11 The accumulative expenditures of the grant were RMB 1,053,610.76
yuan, which was the other costs of project construction (consulting service by
German DFS Company) in the preliminary design estimates.

4.2 Bank Deposits
The balance on December 31, 2020 was RMB 1,170,106.17 yuan.

4.3 Accounts Payable
The balance on December 31, 2020 was RMB 6,042.00 yuan, which was
refunding of the fifth payment for the regional trainer Mr. John Howes.

4.4 German Loan

The German loan fund of the project plan was Euro 12,000,000.00, equivalent
to RMB 90,000,000.00 yuan (exchange rate 1:7.5) (the initial exchange rate
approved by the provincial development and reform commission).

As of December 31, 2020, the total amount of German loans was Euro
4,495,528.98, 37.46% of the total, equivalent to RMB 36,076,620.06 yuan.

4.4.1 Directly pay Euro 3,509,040.60, equivalent to RMB 28,160,050.81
yuan.

442 The amount of withdrawal reimbursement was Euro 986,453.38 ,
equivalent to RMB 7,916,288.37 yuan.

4.4.3 Bank fees of Euro 35.00, equivalent to RMB 280.88 yuan, due to the
refund of foreign exchange(all excluding exchange gains and losses).

4.5 Grant of German Financial Contribution

The GFC grant for the project was Euro 205,100.00 equivalent to RMB
1,538,300.00 yuan (exchange rate 1:7.5) (the initial exchange rate approved
by the Provincial Development and Reform Commission).

As of December 31, 2020, the accumulative disbursement of GFC grants were
Euro 131,291.06, accounting for 64.01% of the plan, equivalent to RMB
1,053,610.76 yuan.

4.6 Chinese Supporting Funds

The total amount of supporting funds for the project were RMB 13,099,200.00
yuan. As of December 31, 2020, the accumulative supporting funds were
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RMB 9,147,951.85 yuan, accounting for 69.84% of the plan.

4.7 Other Income
The balance on December 31, 2020 was RMB 16,179.23 yuan. which was the
interest income of the project bank account.

5. Special Account

The project opened a bank account in Hengshui Lubei branch of industrial and
commercial bank of China in January 2017 with the currency of RMB and the
account number 0407030039300068171.

The beginning balance of 2020 was RMB 1,674,078.90 yuan.

The total income in 2020 was RMB 5,377,747.49 yuan, including the German
party's reimbursement fund RMB 3,932.406.38 yuan, the Chinese party's
supporting fund RMB 1,442,140.00 yuan, and the interest income RMB
3,201.11 yuan.

The total expenditure in 2020 was RMB 5,881,720.22 yuan, including
technical service fee, translation service fee, design, supervision, loan
commission fee & interest, meeting, training, study tours, information
publicity, equipment procurement, office operation etc.

The ending balance was RMB 1,170,106.17 yuan.

6. Other Explanation for the Financial Statements
6.1 The interest in the special account is recorded in the interest income item
under financial subsidy income (other incomes).

6.2 The exchange gain/loss (EGL) of the loan is recorded in EGL item under
EGL direct payment under loan projects under financial subsidy income,
while the EGL of the grant is recorded in EGL item under grant under
financial subsidy income.

6.3 According to the project preliminary design approval of Hebei province
development and reform commission(Jifagaitouzi[2019]66), the total
investment of RMB 104.6375 million yuan, the main construction contents
include water management and ecological restoration, wetland ecosystem
restoration and management, sustainable development education, monitoring
and special research, capacity building and publicity and so on five aspects.
The project construction content stipulated in the loan agreement includes
eight aspects, including planning, water body management and ecological
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restoration, wetland ecosystem restoration and management, sustainable
development education, monitoring and special research,
community-supported wetland maintenance and management, capacity
building and publicity, and project management. The detailed items of project
expenditure shall be calculated in detail according to eight items.

The estimated amount of planning is RMB 8,152,600.00 yuan, including
RMB 675,000.00 yuan for the special activity of baer’s pochard conservation
in wetland eco-system restoration and management, RMB 7,477,600.00 yuan
for items 2 to 7 of the project construction in the preliminary design estimates.

The estimated amount of water body management and ecological restoration
is RMB 12,571,800.00 yuan, including RMB 12,571,800.00 yuan for the
water body management and ecological restoration in the preliminary design
estimates.

The estimated amount of wetland ecosystem restoration and management is
RMB 2,180,500.00 yuan, including RMB 750,000.00 yuan for wetland plant
harvesting and RMB 1,430,500.00 yuan for marking and patrol protection in
the preliminary design estimates.

The estimated amount of sustainable development education is RMB
48,927,517.00 yuan, including RMB 48,927,500.00 yuan for sustainable
development education and RMB 17.00 yuan of basic reserve fund in the
preliminary design estimates.

The estimated amount of monitoring and special research is RMB
7,747,036.00 yuan, including RMB 7,747,000.00 yuan for monitoring and
special research, RMB 36.00 yuan of basic reserve fund in the preliminary
design estimates.

The estimated amount of community-supported wetland maintenance and
management is RMB 1,750,000.00 yuan, including RMB 176,900.00 yuan for
the other costs of project construction for construction unit management fee,
RMB 1,573,100.00 yuan of the basic reserve fund in the preliminary design
estimates.

The estimated amount of capacity building and publicity is RMB
4,403,500.00 yuan, which is capacity building and publicity in the preliminary
design estimates.

The estimated amount of project management is RMB 5,346,900.00 yuan,
including RMB 1,259,500.00 yuan for the other costs of project construction
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for construction unit management fee, RMB 680,000.00 yuan for the bidding
agent service fee and RMB 3,407,400.00 yuan for the loan commitment fee
and interest during the construction period in the preliminary design estimates.

The estimated amount of the consulting service is 5,939,893.00 yuan, which is
the consulting fee of DFS for other construction costs of the project in the
preliminary design estimates.

The estimated amount of the grant for co-financing consulting services and
international training is RMB 1,538,569.00 yuan, which is the other costs for
the project construction --the consulting fee of DFS of Germany in the
preliminary design estimates.

The estimated amount of the unforeseeable cost is RMB 6,079,185.00 yuan,
including RMB 153,838.00 yuan for the other construction costs --the
consulting fee of German DFS company and RMB 5,925,347.00 yuan for the
basic reserve fee in the preliminary design estimate .
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II1. 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 observation with respect to compliance with
applicable provisions of state laws and regulations and the loan agreement of
the relevant entities, its internal financial control and project management,
project performance and the follow-up of previous recommendations during
the project implementing process. We have not found any weaknesses or
problems on the above mentioned aspects.
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