








Annex 1 

The revised project investment analysis report for Danian I and II hydropower station 

Description of Page 2 (two): 

The Danian I and II hydropower station will be have a construction period of 48 months, and is 
estimated to be in operation in Oct 2008, further reach the design production capacity. The 
station will have a total installed capacity of 14MW, annual generation hours of 5623, annual 
generation of 78,721MWh, and station service power assumption rate of 1% and the annual 
output of 74,816.4MWh. If the feed-in tariff referred as the estimated tariff 0.20Yuan/kWh (not 
including VAT), the total sale revenue of power generation will be 14.9633 million Yuan, the FIRR 
after tax is 9.87%, and it is financial feasible. However, according to the document of “the notice 
of feed-in tariff for small hydropower enterprises” issued by Gansu Province Price Bureau, File 
No. [2004] 352, the feed-in tariff for SHP is only RMB 0.18Yuan/kWh (including VAT). If 
calculated as the tariff, total sale revenue of power generation before tax is 13.467 million Yuan; 
FIRR after tax is about 7.95% lower than 10%; the investment recovery period is about 12.6 
years, and this investment situation is not accorded with national standard, and not financial 
feasible. Since the “Kyoto Protocol” taking into effective on Feb 16th 2005, the future CDM 
revenue about 4.58 million Yuan (one crediting period, 7years) can be as a cash flow resource, 
the estimated sale revenue of power generation and CDM up to 18.047 million Yuan. After 
calculated, the station will be have a FIRR (after tax) of the total investment of 10.96% higher 
than 10%, and an investment recovery period 9.67 Years, and the station situation can be reach 
national standard, and financial feasible. 
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Annex 2 

The Decision of board meeting dated 08-03-2005 

Longnan Dongcheng Construction Group Corporation Limited 
﹝2005﹞Sixth 

 
Board Resolution 

 
The Board has made the following resolution on March 6th 2005 according to the proposal 
proposed on shareholders’ meeting March 1st 2005: 

Danian I and II Hydropower Project which has been confirmed by local authority at the beginning 
of Year 2004, has completed the relevant approvals for project development. But for the purpose 
of protecting ecological environment around the construction area and reducing soil erosion, 
discharge from tunnel had been taken which increased the investment of this project. Based on 
the preliminary design report, it will be financially feasible if the project can apply the feed-in tariff 
of RMB 0.20 Yuan/kWh which is the level of provincial dispatch. However, the fact is that this 
project is under the jurisdiction of Gannan Autonomous Prefecture Electric Power Bureau and the 
power purchase price is only RMB 0.18 Yuan/kWh. The reckon result of financial indicators 
manifest that the financial internal rate of return after taxation is 7.95%(＜10%), the financial net 
present value is RMB -10.48 million Yuan(＜0), which do not conform to the state specified 
standard and not qualified in construction. 

After “Kyoto Protocol” has been taken effect on February 16th 2005 and the reasoning of the 
suggestions by experts team of Promotion Centre for Science and Technology Development of 
Gansu Province, which is authorised by Gansu Provincial Science and Technology Department, 
the conditions which this project possess are qualified to develop as a CDM project in order to 
improve the economic efficiency of the hydropower station. For these conditions, Dongcheng 
Construction Group Co., Ltd entrusted the Institute of Gannan State Hydropower 
Reconnaissance Design to assess the investment value of this project. The analysis result 
manifest that if considering the CDM benefit which is RMB 4.58 million Yuan per year (every 7 
years as a cycle) as a profit, the financial internal rate of return (FIRR) after taxation of the 
hydropower station will be 10.96%(＞10%),the financial net present value (NPV) will be RMB 
4.74 million Yuan (＞0).The statistics conform to the state specified standard and feasible 
financially. 
The meeting had reached an agreement in starting the construction of the project after a 
thorough discussion. 

Signatures of the board of directors: 
 
 
 
 
 
                                    March 08th 2005 
 

Carbon Copy: Board of directors of the company     Archive 2 copies 
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Annex 3 

The supervision contract for project construction dated 20-03-2005 

 

7/13 



 

 

8/13 



Annex 4 

The Contract for CDM project development dated 28-05-2005  
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Annex 5 

The letter from Gansu Branch of China Agricultural Bank dated 23-06-2006  

Page 2 (five) of this document, the CDM revenue from Danian hydropower station should be 
priority to as the mortgage for repayment of the loan. 
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