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I. Auditor’s Opinion

Auditor’s Opinion
To Ningbo Municipal Government Investment Project Evaluation Center

We have audited the special purpose financial statements (from page 6 to page
20) of Ningbo Municipal Solid Waste Minimization and Recycling Project
financed by the World Bank, which comprise the Balance Sheet as of December
31, 2019, the Summary of Sources and Uses of Funds by Project Component,
the Statement of Implementation of Loan Agreement and the Special Account
Statement for the year then ended, and Notes to the Financial Statements.

Project Entity and Ningbo Municipal Finance Bureau's Responsibility for the
Financial Statements

The preparation of the Balance Sheet, the Summary of Sources and Uses of
Funds by Project Component and the Statement of Implementation of Loan
Agreement of the financial statements is the responsibility of your entity, while
the preparation of the Special Account Statement is the responsibility of Ningbo
Municipal Finance Bureau, which includes:

I. Preparing and fair presenting the accompanying financial statements in
accordance with Chinese accounting standards and system, and the
requirements of the project loan agreement;

Ii. Designing, implementing and maintaining necessary internal control to
ensure that the financial 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
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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 purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is appropriate and
sufficient to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements identified in the first paragraph present
fairly, in all material respects, financial position of Ningbo Municipal Solid
Waste Minimization and Recycling Project Financed by the World Bank as of
December 31, 2019, its financial receipts and disbursements, the project
implementation and the receipts and disbursements of the special account for
the year then ended in accordance with Chinese accounting standards and
system, and the requirements of the project loan agreement.

Other Matter

We also examined the withdrawal applications from No.NB23 to No.NB28 and
the attached documents submitted to the World Bank during the period. In our
opinion those documents comply with requirements of the project loan
agreement and can serve as basis for loan withdrawals.

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.



Ningbo Municipal Audit Office of the People’s Republic of China

June 23, 2020
Address: 7F, No.2 Building, No0.2001, Ningchuan Road, Yinzhou District,

Ningbo City, Zhejiang Province, R.P. China
Postcode: 315066

Tel: 86-0574-89186079

Fax: 86-0574-89382222

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

(—) Fe- Pk

I. Balance Sheet

® & FHX

BALANCE SHEET

2019 4 12 F| 31 H

(As of December 31, 2019)
TUE 4 v RARAT 0T PR A 7 R F I E AR T B E
Project Name: Ningbo Municipal Solid Waste Minimization and Recycling Project Financed by the World Bank
GeAR AL T BUR R T E TR
Prepared by: Ningbo Municipal Government Investment Project Evaluation Center

TR ARG
Currency Unit: RMB Yuan

w A TR N o we oA TR N e
B & M Line EUEIL8 HIARH Boe ok E Line EUEL8 HIR%
Application of Fund No Beginning Balance | Ending Balance Sources of Fund No Beginning Balance | Ending Balance
—. BIEAT —. BHKRAT
Total Project Expenditures 1 1,245,077,532.99| 1,488,659,725.26 Total Project 28 922,606,598.12|1,027,989,780.47
Appropriation Funds
. e . BHBRASHHEAAR
L )_Lﬁﬁﬁmﬁ?: 2 19,613,788.30|  50,525,938.66 Project Capital and Capital | 29 - -
Fixed Assets Transferred
Surplus
2. FRRHITE X —
Construction Expenditures 3 - - N EPJE_F”"j"TA 30 - -
. Including: Grants
to be Disposed
3. B ] =, msrme
Investments Transferred-out 4 Foreign Grant 81 480,424.00 3,906,672.00
i o=l (b AL
4 &EL}E. . 5 1,225,463,744.69| 1,438,133,786.60 V. Iﬁﬁ{ﬂﬂ.”” 32 435,166,572.16 621,126,691.06
Construction in Progress Total Project Loan
_ o o R 1. WiH R
N < YR fH A
- Ir:\je&s%n; ?Jﬁfé cEeliT\f able 6 - - Total Project 33 435,166,572.16 621,126,691.06
Investment Loan
o IR P BT AT 5T 1 4
Including: World Bank 7 - @ frziﬂr'ﬁ_oan 34 415166,572.16| 526,126,691.06
Investment Loan Receivable g
=\ BRATPTR B T G
Appropriation of Investment 8 - - Iﬁ EIPd[_l %ﬁtw = 35 - -
Loan ncluding: IDA
LR TER
ing iati 5 78 M T AR AT
Including :Appropriation of | g - EQTDE“” RT3 415,166,572.16| 526,126,691.06
Loan
" HBARGIEER
Ju. # i
i 10 Technical 37 - -
Equipment Cooperation
BN R S S U YV E AN LAl
Including: Equipment Losses 11 - - Co?lgir;;acin 38 - -
in Suspense 9
£ =B NN ] (H: 2f
h BB ait 12 216,938,006.83| 232,127,130.71 @ [P HAk 39 20,000,000.00f  95,000,000.00
Total Cash and Bank Domestic Loan
1 AT 2. Hibfk ] .
Cash in Bank 13 216,937,447.84| 232,126,571.72 Other Loan 40
. T RN
. i f
foﬁHgﬁFﬁlTﬁ t 14 10,785,642.61|  15,100,616.32 Appropriation of 41 R }
neluaing: special Accoun Investment Loan

J& 4 ( To be continued )




2. W4 R A TR ] ]
Cash on Hand 15 558.99 558.99 Including: World Bank Loan 42
TN TAS B SR T VAR A7 i ) B
Total Prepaid and Receivable 16 24,917,038.69 22,741,138.94 Bond Fund 43
o SSCHAT BERORLEL L AR E
Including: World Bank Loan 17 - - Construction Expenditures 44 - -
Interest Receivable to be Offset
NASCHHAT DY B
3 Ash A
World Bank Loan 18 - A BT 45 | 12867303360  90498,114.02
Commitment Fee Total Payable
Receivable
AN e A L e AT AT SR RLE
e o
World Bank Loan Service- 19 - 9: 46 - -
; Loan Interest
Fee Receivable
Payable
WEHIEAT B A B
. AriEs 20 3 3 World Bank Loan 47 ) B
Marketable Securities Commitment Fee
Payable
R AT DR B 4
/\\ lﬁlﬁﬁﬁé\ll 21 _ _ }EH% 48 _ -
Total Fixed Assets World Bank Loan
Service Fee Payable
i P B ] e st
Fixed Assets, Cost 2 Other Payables 49 505054 6.731.36
W it
N ot/ e
Less: Accumulated 23 - T i &rizzé\a tJiE)niof Fund 50 - -
Depreciation Pprop
s i b 2 ] [ s 51 ] ]
Fixed Assets, Net Retained Earnings
[ P - ] ) - -
Fixed Assets Pending Disposal
R PRI 5 B e R
Fixed Assets Losses in 26 - - - -
Suspense
e s % Lo b Lo
Bt 27 1,486,932,578.51| 1,743,527,994.91 BRI it 52 [1,486,932,578.51| 1,743,527,994.91

Total Application of Fund

Total Sources of Fund




(=) EH#HEX
1. Summary of Sources and Uses of Funds by Project Component
T E#E X ()
SUMMARY OF SOURCES AND USES OF FUNDS
BY PROJECT COMPONENT I
AH#E 20194 12 F 31 H
(For the period ended December 31, 2019)

TUH 4 AR FARAT R T BN A TE R F R EE AR TR E
Project Name: Ningbo Municipal Solid Waste Minimization and Recycling Project Financed by the World Bank
Gt T T BUR R A TUE W

Prepared by: Ningbo Municipal Government Investment Project Evaluation Center

e ARG
Currency Unit: RMB Yuan

A it
Current Period Cumulative
ST - W5e A N
AT A | MR e | BibemE | 2ot
: ; Current T - - :
Current Period Current Period - : Cumulative Cumulative %
Period % Life of PAD
Budget Actual Actual Completed
Completed
b4 SIEVE A
kiRt 377,328,400.00 294,769,549.25 78.12% | 1,526,000,000.00 | 1,653,023,143.53 108.32%
Total Sources of Funds
— Bl e 2> mili 2 24N 25
A mgﬁﬁ'ﬁﬂ’ﬂ’/‘.ﬁ“. 119,162,500.00 110,960,118.90 93.12% 496,000,000.00 526,126,691.06 106.07%
International Financing
B8 NI 44T
L ngJ IPRIRAT 119,162,500.00 110,960,118.90 93.12% 496,000,000.00 526,126,691.06 106.07%
=L RERS
: . 258,165,900.00 183,809,430.35 71.20% | 1,030,000,000.00 | 1,126,896,452.47 109.41%
Counterpart Financing
P
LI H o 86,552,300.00 86,733,815.61 100.21% 910,000,000.00 924,093,262.52 101.55%
Project Appropriation Funds
2.4\l H % Enterprise self-raised 171,613,600.00 97,075,614.74 56.57% 120,000,000.00 202,803,189.95 169.00%
FEIEAAT GEENE
Total Application of Funds (by Project 377,328,400.00 243,582,192.27 64.55% | 1,526,000,000.00 | 1,488,659,725.26 97.55%
Component)
LAV Z IS, U riiAighn
Municipal Solid Waste Separation, 205,166,300.00 122,054,188.09 59.49% | 1,019,500,000.00 907,145,128.97 88.98%
Collection, Sorting and Transportation
ZE ARAAETE 98,639,300.00 56,000,935.81 56.77% 321,660,000.00 397,449,332.95 123.56%
Kitchen Waste Treatment
3'1Jﬁ.‘ H S S i . 60,836,000.00 61,637,732.63 101.32% 170,240,000.00 149,484,905.48 87.81%
Project Implementation Support
A.[E ST BANTR H A RIS
Capacity Building and Project Management 12,686,800.00 3,889,335.74 30.66% 14,600,000.00 34,580,357.86 236.85%
Support
z‘é‘.ﬁ: 51,187,356.98 164,363,418.27
Difference
31k A
L HW'TJ‘E“:_ -2,175,899.75 22,741,138.94
Change in Receivables
E=/ a1
2. AL 38,175,819.67 -90,498,114.02
Change in Payables
3. BEmBEZN
Change in Cash and Bank 15,189,123.88 232,127,130.71
4. e -1,686.82 6,737.36
Other T T




HE#EXD)

SUMMARY OF SOURCES AND USES OF FUNDS

BY PROJECT COMPONENT I

A #ZE 20194 12 F| 31 H
(For the period ended December 31, 2019)

TR AR HERRAT O AT PO A 8 R F IR EBITA A TR BE
Project Name: Ningbo Municipal Solid Waste Minimization and Recycling Project Financed by the World Bank
GAREAn TR BUR R A TUE W

Prepared by: Ningbo Municipal Government Investment Project Evaluation Center

RmEfn AR
Currency Unit: RMB Yuan

BUH A2 WUH S
Project Component Project Expenditure
BT PRI E Sy -
R Assets Transferred fERE TR Construction |nvestmef{ts
Cumulative Amount [#] 52 %t = Vikih ona T JRIET T Work in Progress Expenditures to be Transferred-out
Fixed Asset Current Asset Intangible Asset Deferred Asset Disposed
VAETERFI IS W S HALg
Municipal Solid Waste Separation, Collection, Sorting 907,145,128.97 | 45,409,313.66 5,116,625.00 856,619,190.31
and Transportation
2 JF 4k I Ab
Kitchen Waste Treatment 307:449,332.95 397,449,332.95
P —m
3'l)ﬁ? HISk Sk . 149,484,905.48 149,484,905.48
Project Implementation Support
46677 AN 8 HE SR
Capacity Building and Project Management Support 34,580,357 86 34,580,357 86
PASEN
;Ol/élﬂ 1,488,659,725.26 | 45,409,313.66 5,116,625.00 1,438,133,786.60 -




(Z) FABRHATRILR

Iii. Statement of Implementation of Loan Agreement

BRWERATRR X
STATEMENT OF IMPLEMENTATION OF LOAN AGREEMENT

2019 4 /& (For the year of 2019 )

TUE AR FARATR 3T B A 78 B Fr M BCR 1B 3R A 7 T B E

Project Name: Ningbo Municipal Solid Waste Minimization and Recycling Project financed by the World Bank

Gt T BT BOR YT E R % 0

Prepared by: Ningbo Municipal Government Investment Project Evaluation Center

Gefifn R AR TG
Currency Unit:: USD/RMB Yuan

B A AR AR IEL S
N A Current-period Withdrawals Cumulative Withdrawals
ES l Loan Amount
Category f;g %78 i AR %70 YN
UsD RMB uUsbD RMB
—. L Works 42,040,000.00 4,731,086.62 33,005,006.48 40,727,515.54 284,123,293.91
— o
BRI RS . ] 15,380,000.00 3,599,781.86 25,112,798.21 10,861,061.20 75,768,935.14
Goods and Non-consulting Services
= WHIIR A AR o
B 'é'\@g&/’. a?ﬁi@)ll*ﬂﬁ)fﬁf\_ - 3,920,000.00 687,981.79 4,799,498.56 2,366,600.51 16,509,878.48
Consulting Services, including Training and Workshops
M9, H&F 7=t r 2 ihOutput-based Incentive 3,310,000.00 2,478,514.67 17,290,614.04 2,478,514.67 17,290,614.04
Fi. fEEANedE Supply and Installation 15,150,000.00 3,428,319.22 23,916,640.55 11,283,683.02 78,717,229.49
7N JefiEd Front-end Fee 200,000.00 200,000.00 1,395,240.00
XV 2
B AR ) 7,500,000.00 52,321,500.00
Special Account Initial Deposit
‘ﬁ‘):;l 80,000,000.00 14,925,684.16 104,124,557.84 75,417,374.94 526,126,691.06

W 454 3 0, BR = AR Y 41 B394 ( The notes are integral parts of the financial statements )

ETGANRTLHEN: 1£75=69762 TAR T (Exchange Rate:US $ 1=RMB6.9762 yuan )
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(W) ZRKF#HE
Iv. Special Account Statement

THRKFP &KX
SPECIAL ACCOUNT STATEMENT

AHI#E 20194 12 A 31 H
(For the period ended December 31, 2019)

TEAR: MRRITRRATHRELEEEF FPRATLH: PEARBATTHMT
WK R B A R e TR E

Project Name: Ningbo Municipal Solid Waste Depository Bank: China Everbright Bank
Minimization and Recycling Project Financed Ningbo Branch
by the World Bank MKE: 76801488000009243
AT 8250-CN Account No.: 76801488000009243
Loan No: 8250- CN wHMK 2
SR AL TR ER Currency Unit: USD
Prepared by: Ningbo Municipal Financial
Bureau
ARGy AL IR YT & W
Part A-Account Activity for the Current Period Amount
WA
Beginninz Balance 1.571,518.04
K.
Add:
AT 14.925,684.16

Total Amount Deposited this Period by World Bank

AIAF SN BB FENL AR5
Total Interest Earned this Period if Deposited in Special Account

AIPAEAE ST AR B
Total Amount Refunded this Period to Cover Ineligible Expenditures

Wb
Deduct:

ASAAT R
Total Amount Withdrawn this Period 14,332,611.69

AR BB ST h BIARSS e S

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

HARRAN
Ending Balance 2,164,590.51

( J& %2 To be continue )
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B &7y EHIK A

Part B-Account Reconciliation Amount
1 AT E A7 RS
Amount Advanced by World Bank 7:500,000.00
b -
Deduct:
2. tHFURAT S A B
Total Amount Recovered by World Bank
3. AR FK S 1 A7 R 7,500,000.00
Outstanding Amount Advanced to the Special Account at 12/31/2019 T
4. HRIK AR R
2,164,590.51
Ending Balance of Special Account at 12/31/2019 T
- )
Add:
5. #E AR O SRR H WA [m] b 42450
Amount Claimed but not yet Credited on 12/31/2019
BT B .
Application No.
6. MR AWIIA TS ATE oA F R I B 5,335,409.49
Amount Withdrawn but not yet Claimed at the End of this Period
7. IR RV (AR E A 6 F 6 A=) -
Cumulative Service Charges (If not Included in Item 5 or 6)
Deduct:
8. FILEWRN (FENL FIK = #853) -
Interest Earned (If Included in Special Account)
7,500,000.00

9. AR L K B RAF A
Total Advance to the Special Account Accounted for at 12/31/2019

T 445 0t B R AR B 41 R 3 4 (The notes are integral parts of the financial statements )
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(1) ME&HckihE

W G- fhoR IiE

1. TE AR

M RATETRELEEEFOREETANA T ETERKT N
8250-CN, T E & J& B #rse @ A TR SRR Sk R AE IR H, By T 7
P 346 7€ B IX. PN 38 m A 3 % 490 B WOR R AR B Aot Bl 2 B i A VE R ST
K. W&, ptpfzhn, BARIRAE, TE L, (RN E g E
AT K.

FE W ET 201348 7 Fl 4 HA4T, 201349 A 3 H A%, FHIRHLK
HHIH 2019463 F 31 H. 201943 F 15 H, ZM{TEZE, HEHAKHLES
2020 4 3 F 31 H. TEIHRIEHAAART 15.26 1270, HPHFRITRR
R A 8,000 F £ TT.

2. It 5 gk m e B

AR F5- R A H T I AR TE I IR A KA L (AR T A2 ) AR TR
T A VBB IR KT E Wk T A B AR SRR A IR B (R AR R
R ALFRNB) AR AR BRI B W 4 iR BT O BRI P AR
&I T K.

3. EELTHUK

3.1 AT H A EWAT CHATR 2T B A 78 & F WK E G EH F R~
oI B W48 B AT AMED.

3.2 U MEEERANES, BAREFE1A1HZE12 A 31 H,

.3 ATRE AHHE L DR A ERITKEN, RAGE LXK
LK, MR T iR .

3.4 A E ARSRAT 2019 412 A 31 BHICE, 81 1 Em=AK T 6. 9762
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4. HAEFE YA

4.1 JUH I H

2019 T H X B AR T 243,582,192.27 T, Eit X H AR
1, 488, 659, 725. 26 71, & AFEATRIM 97. 55%.

4.2 B e
2019 4F4E R B W FARH 232,127, 130. 71 58, HFHEATERIK P F050
2,164,590. 51 (75, #H&ART 15,100, 616. 32 TT.

4. 3 FAT KR YK
2019 FF R KR KR H 22,741,138. 94 Jo, HEHoLH0
3,212,603.56 75, HA|FEARLIEAF 19,528, 535. 38 L.

4.4 TUE R

2019 4F4E K IFE I H4AF 1, 027, 989, 780. 47 5. H (1) HREE R/
BT T MBURK ET L, ATAEBEFIE. WE. 2z
E 260,000, 000. 00 75; (2) REEEX 4 ENHFERXUBRKEHERXTIE
71 94,257, 859. 56 J4; FOT AR BRI 3K 2 A RT3 E 78 222, 699, 644. 58
75 ALK kR % 2 LK THE A 116,700, 000. 00 75 EON KM BUR #%
FEMXFHE A 97,493,162.19 71; 4 X MBI Z4EEX FHE
82,629,477.25 75; A RMBJR % ZIA X FIE 4 17, 904, 866. 21 J1; A
AR R 3 2 RARM T IE 7 24, 543,252. 73 T4, R MBR X EEITX
FIE 7 7,865, 000. 00 75; (3) HEIRAAIEAF B EWXEA THASEZL
IR E 103, 896, 517. 95 L.

4.5 ESNE R

2019 48 KESNEAF 560,000.00 £55, HFTEART 3,906, 672. 00
Ths A 2RI BT A AT a0 B A IR E R T T
Jt R B FETE .
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4.6 EMERK

2019 4 KT EERRFART 621,126, 691. 06 o5, HFEREXHAL
AT ZH 75,417, 374. 94 250, AR 526,126, 691. 06 71, E HEZ
AR 95,000, 000. 00 75, A & B4 A 38 A 8] RIE-F 15 84T A R F
THMT AR TR TARZA 30, 000, 000. 00 75, FEFFELENHELE
HE QAR 65, 000, 000. 00 7T,

#®E 2019 4 12 A 31 H, BZHRIUEFBITRAAA 75,417, 374. 94 %
To HRERHN 94.27%, H A TAERIHREK 40,727, 515. 54 26, Hiz%
TRy 96. 88%. HramFndE e R4 242K 10, 861, 061. 20 £ 75, diZKit%|
By 70. 62%, %8 R ASEAERE ) Aor it & B3R aK 2, 366, 600. 51 &0, Sk
xIE 60. 37%. FEF 7= B2 ZHR K 2, 478, 514. 67 £ 70, HZEITRIH
74.88%, BirAng e A itdRaK 11, 283, 683. 02 £ T, HZK IRy 74. 48%. &
%% B4 200, 000. 00 255, HiZE4HR189 100. 00%.

4.7 MATER
2019 4 4 K N A2 A F 90,498,114.02 5, H B HF 9K F
34,349, 744. 62 71, BRI BE&AIEAF 56,148, 369. 40 L.

5. & K P R DL

ABEHEETAKFPFREFEAABROTOTELIT, KT A
76801488000009243, MAr A ET. ERIKF HRAFHK 150 %70, 2019 FH
¥ 1,571,518. 04 £55, 2019 44 FARITEIZ) 14,925, 684. 16 %70, %At
14,332, 611. 69 270, FEHR4H 2,164, 590. 51 £77.

6. Fofth 55 B I B UL

6. 1 RFAXTFRETLEKEL R 2PTBEE L BT ZHENF
MLPE (20193120 5 ), TR T HFARITR AN E B HAAE I 2019 55 4 F#
B R T T BRI AR G,

6.2 ARIE €K T HAH T ZEAATHIIER P B = b Al #0938 (B
HLEK (20191 124 5 ), T A G RKEHHGIN 2019 4 3 AREL Y
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v. Notes to the Financial Statements

Notes to the Financial Statements

1. Project overview

The Loan No. of Ningbo Municipal Solid Waste Minimization and Recycling Project
Is 8250-CN. The project development objective is to assist selected districts in
Ningbo Municipality to increase the volume and proportion of municipal solid waste
recycled with processes for waste separation at source and recycling. The project is
composed of four components: Municipal Solid Waste Separation, Collection,
Sorting and Transportation, Kitchen Waste Treatment, Project Implementation
Support, Capacity Building and Project Management Support.

The Project Agreement was signed on July 4, 2013 and came into effect on
September 3, 2013. The account of the project will be closed as at March 31, 2019.
On March 15, 2019, the World Bank agree to extend the closing date to March 31,
2020. The total investment of the project was RMB 1,526,000,000.00 yuan,
including World Bank loan of USD 80,000,000.00.

2. Consolidation Scope of the Financial Statements

These financial statements encompass the consolidated financial statements of
Ningbo Domestic Solid Waste Separation Guidance Center(SWSGC) for Ningbo
Municipal Solid Waste Separation Project financial statement. Ningbo Capital
Kitchen Waste Treatment Company Limited for Kitchen Waste Treatment Project
financial statement as well as the Special Account Statement set in the Ningbo
Municipal Finance Bureau.

3. Accounting Policies

3.1 The Financial Statements of the project were prepared according to the
requirements of Interim Measures for Financial Management of Ningbo Municipal
Solid Waste Minimization and Recycling Project Financed by the World Bank.

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

3.3 The accrual basis and the debit/credit double entry bookkeeping method are
adopted. RMB is used as the recording currency of bookkeeping.
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3.4 The exchange rate adopted in the financial statements was the exchange rate on
December 31, 2019 of the People’s Bank of China, which is USD 1= RMB 6.9762
yuan.

4. Explanation of Subjects

4.1 Total Project expenditures

The project expenditure in 2019 was RMB243,582,192.27 yuan, and the cumulative
expenditures were RMB1,488,659,725.26 yuan, which accounted for 97.55% of the
total investment plan.

4.2 Cash and Bank

By the end of 2019, the balance for cash and bank was RMB 232,127,130.71 yuan,
including USD 2,164,590.51 in the Special Account of World Bank, which was
equivalent to RMB 15,100,616.32 yuan.

4.3 Prepaid and Receivable

By the end of 2019, the balance of prepaid and receivable was RMB 22,741,138.94
yuan, including RMB 3,212,603.56 yuan for SWSGC and RMB 19,528,535.38 yuan
for Ningbo Capital Kitchen Waste Treatment Company Limited.

4.4 Project Appropriation Funds

By the end of 2019, the balance of project appropriation funds was RMB
1,027,989,780.47 yuan. Among those funds, RMB 260,000,000.00 yuan was the
municipal-level counterpart funds allocated to SWSGC by Ningbo Municipal
Finance Bureau for Municipal Solid Waste Separation, Collection, Sorting and
Transportation Project. RMB 94,257,859.56 yuan was the district-level counterpart
funds allocated to Haishu Sub-SWSGC by Haishu District Finance Bureau; RMB
222,699,644.58 yuan was the district-level counterpart funds allocated to original
Jiangdong Sub-SWSGC by original Jiangdong District Finance Bureau; RMB
116,700,000.00 yuan was the district-level counterpart funds allocated to Jiangbei
Sub-SWSGC by Jiangbei District Finance Bureau; RMB 97,493,162.19 yuan was
the district-level counterpart funds allocated to Yinzhou Sub-SWSGC by Yinzhou
District Finance Bureau; RMB 82,629,477.25 yuan was the district-level counterpart
funds allocated to Zhenhai Sub-SWSGC by Zhenhai District Finance Bureau; RMB
17,904,866.21 yuan was the district-level counterpart funds allocated to Beilun
Sub-SWSGC by Beilun District Finance Bureau; RMB 24,543,252.73 yuan was the
district-level counterpart funds allocated to Donggian Lake Tourism Resort
Sub-SWSGC by Donggian Lake Tourism Resort Finance Bureau; RMB
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7,865,000.00 yuan was the district-level counterpart funds allocated to the National
Hi-tech Zone Sub-SWSGC by the National Hi-tech Zone District Finance Bureau.
RMB 103,896,517.95 yuan was self-raised by Ningbo Capital Kitchen \Waste
Treatment Company Limited for Kitchen Waste Treatment Project.

4.5 Foreign Grant

By the end of 2019, the balance of foreign grant was USD 560,000.00 equivalent to
RMB 3,906,672.00 yuan, all of which were GEF Grant Ningbo Low-carbon City
Building Energy Efficiency and Renewable Energy Project related to the Kitchen
Waste Treatment Project in Ningbo.

4.6 Project Loan

By the end of 2019, the balance of project loan was RMB 621,126,691.06 yuan,
including USD 75,417,374.94 from IBRD, equivalent to RMB 526,126,691.06 yuan;
and domestic loan RMB 95,000,000.00 yuan borrowed by Ningbo Capital Kitchen
Wiaste Treatment Company Limited. The loan amount of RMB working capital is
RMB 30,000,000.00 yuan from China CITIC Bank Corporation Limited Ningbo
Branch and RMB 65,000,000.00 yuan from China Clean Development Mechanism
Fund Management Center.

As of December 31, 2019, accumulated USD 75,417,374.94 of loan had been
withdrawn from the World Bank, accounting for 94.27% of the total loan. In the loan,
construction project took USD 40,727,515.54 accumulatively, accounting for 96.88%
of the category plan; goods and non-consulting service took USD 10,861,061.20
accumulatively, accounting for 70.62% of the category plan; consulting services,
including training and workshops took USD 2,366,600.51 accumulatively,
accounting for 60.37% of the category plan; output-based Incentive Payments took
USD 2,478,514.67 accumulatively, accounting for 74.88% of the category plan;
supply and installation took USD 11,283,683.02 accumulatively, accounting for
74.48% of the category plan; front-end fee took USD 200,000.00 accumulatively,
accounting for 100.00% of the category plan.

4.7 Payable

By the end of 2019, the balance of payable was RMB 90,498,114.02 yuan,
including RMB 34,349,744.62 yuan for SWSGC and RMB 56,148,369.40 yuan for
Ningbo Capital Kitchen Waste Treatment Company Limited.

5. Special Account
The Special Account of this project was set up in China Everbright Bank Ningbo
Branch with account number of 76801488000009243 (Currency Unit: USD). The
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initial deposit of the Special Account was USD 7,500,000.00. The beginning
balance of 2019 was USD 1,571,518.04, the amount deposited in this year by World
Bank was USD 14,925,684.16 and the disbursement of this year was USD
14,332,611.69. Hence, the ending balance of 2019 was USD 2,164,590.51.

6. Other Explanation for the Financial Statements

6.1 According to The Letter of Consent to the Adjustment Plan of the Institutions
Affiliated to Ningbo Development and Reform Commission (Yongjigai (20193
NO. 120), World Bank Loan Project Management Office of Ningbo has been
renamed as Ningbo Municipal Government Investment Project Evaluation Center
since April 2019.

6.2 According to The Letter of Consent to the Adjustment Plan of the Institutions
Affiliated to Municipal Comprehensive Administrative Law Enforcement
Bureau( Yongjigai {2019 NO. 124), Ningbo Municipal Solid Waste Separation
Project Management Center has been renamed as Ningbo Domestic Solid Waste
Separation Guidance Center since March 2019.
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Audit Findings and Recommendations

In addition to performing the audit and expressing an opinion on the financial
statements, we also made observations with respect to compliance with applicable
provisions of state laws and regulations and the loan agreement of the relevant
entities, its internal financial control and project management, project performance
and the follow-up of previous recommendations during the project implementing
process. By the end of 2019, great achievements in running of recyclables recycling
system called Da Ba Shou were seen in the central urban areas of Ningbo with 2,007
waste sorting and recycling service network stations set up, covering 1,122
residential quarters. And 56,200 tons of various recyclables were collected in 2019.
However, we also found the following issues:

Issues on internal control

1. Some district Sub-SWSGC:s failed to make full use of incentive funds since no
management rules were developed for funds.

No management rules were developed for incentive funds by other Sub-SWSGCs
except Beilun Sub-SWSGC and National Hi-tech Zone Sub-SWSGC. Some
Sub-SWSGCs such as Haishu Sub-SWSGC took advantage of appropriation instead
of disbursement and allocated all incentive funds to the subdistricts and
communities. By the end of 2019, subdistricts and communities had RMB
8,437,716.22 yuan remained in total, accounting for 46.86% of total RMB
18,007,791.88 yuan funds allocated accumulatively. It demonstrated that incentive
funds were not fully used. The above practice was against Article 15(2) of The
Notice of Publish Financial Management Interim Procedures of Ningbo Municipal
Solid Waste Minimization and Recycling Project ( YCZF [2013] NO.1182 )
mentioned that the approved incentive funds would be hosted in each district
Sub-SWSGCs and managed separately according to each community. In principle,
50% of community incentive funds could be withdrawn in cash and the other 50%
of community incentive funds could be used for expense reimbursements with
relevant payment vouchers. The arrangements were made by communities
themselves aiming to boost the development of waste separation in communities,
and specific management rules for the use of funds was determined by each district.
We suggested you urge Sub-SWSGCs to establish management rules for incentive
funds and make full use of incentive funds according to provisions in order to
enhance economic performance.
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2. Ningbo Capital Kitchen Waste Treatment Company Limited failed to conduct
financial accounting in accordance with regulations.

As of December 31, 2019, Ningbo Capital Kitchen Waste Treatment Company
Limited generated revenues of RMB 6,153,500.00 yuan and incurred expenditures
of RMB 20,688,900.00 yuan in total from trial operation, combined with Ningbo
Industrial investment (technical reform) district - level subsidy funds received for
completed project of RMB 5,355,000.00 yuan. Those financial records were all
recognized in the accounting books of the Company rather than in the accounting
books of the World Bank project as required. After the audit, Ningbo Capital
Kitchen Waste Treatment Company Limited took the audit recommendations and
made adjustment to the relevant financial accounts and statements.

Issues on project management

The workflow to check the bag and scan code for kitchen waste bags was not up to
specification. From July 2018 to May 2019, Donggian Lake Tourism Resort Sub-
SWSGC did not hire staffs to perform the work regarding kitchen waste bags
checking and code scanning. According to the data on the Ningbo Solid Waste
Separation Management Platform, some pictures got issues such as reduplicated
shooting, secondary sorting shooting, misevaluation and so on. It led to a negative
Impact on the data authentication and affected the effectiveness of evaluation based
on data from the Ningbo Solid Waste Separation Management Platform. We
suggested you urge SWSGC to further regulate the workflow of bag checking and
code scanning for kitchen waste bags. Your office accepted the suggestion.

Issues on project performance

1. Recyclables sorting center failed to function properly and recyclables sorting
equipment was idle at times. Owing to the completion and running of a new-type
recyclables recycling system called Da Ba Shou, there was no need to do further
sorting for recyclables collected by this new system. Combined with other reasons
such as insufficient recyclables, poor equipment operation performance, undesired
quality of waste separation and poor economic performance, the recyclables sorting
center stopped running one month later right after its trial operation started from
May 2019, and sorting equipment worth RMB 6,539,600.00 yuan was idle. \We
suggested you urge relevant departments to take effective measures to reduce the
idle time of equipment.
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2. The effectiveness of waste separation at source in residential quarters need to be
improved. Waste separation management and propaganda remained to be
strengthened. Ningbo Municipal Solid Waste Minimization and Recycling Project
Management Office found that the effectiveness of kitchen waste separation in
residential quarters in Donggian Lake Tourism Resort and National Hi-tech Zone
District was at a relatively low level during the performance review in October 2019
and found thatwaste was mixed collected by cleaners improperly in a residential
quarter in Beilun District; a large amount of non-kitchen waste were mixed collected
and delivered by kitchen waste collection vehicles in Zhenhai District, Jiangbei
District and Beilun District during the performance review in December 2019. We
suggested you urge SWSGC to strengthen the whole process of waste separation
management, to invite all the people to participate in waste separation and to further
enhance the effectiveness of waste separation.
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