






















Annex 1 



 

Notice  
 

To  Fujian Jinfu Power Co., Ltd.,  

 

You applied for loan to us in 2005 for the development of Goatang Hydropower Plant. During the 

process of loan auditing, we decided to grant you the loan since we thought that the financial 

internal rate of return of this project could reach 8%, it had good economic benefit, certain 

profitability and feasibility in finance according to the feasibility study report submitted by Fujian 

Provincial Investigation, Design and Research Institute of Water Conservancy and Hydropower in 

March, 2004.  

 

However, during the several months after the construction of Gaotang Hydropower Plant was 

started, we have found many bad external factor, such as the expenses on building materials, 

equipment manufacturing, cost on transportation and manpower have been increased a lot, the 

investment has been increased due to the adjustment about the policy on compensation for Land 

expropriation and requisition and the hydropower on-grid price currently implemented in Fujian 

Province is 0.31 RMB Yuan/ KWh which is quite lower than 0.395 RMB Yuan/ KWh stipulated in 

the feasibility study report. We think that it’s impossible that the practical financial internal rate of 

return of this project could reach the expected figure, so the project is lack of repayment capacity.  

 

You are herewith advised that we have decided to suspend the loan for this project from today on 

according to the Loan Agreement. The loan will be unfrozen after the construction financing gap 

beyond the budget is solved by yourself.  
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Fujian Jinfu Power Co., Ltd. 
 
 

Notice of Suspension 
 
To all departments, 
 

Whereas, 

Since last year, the expenses on building materials and manpower have been increased a lot, which 

greatly impacts the construction of Gaotang Hydropower Plant. Besides, the policy on 

compensation for migration set up by China central government and Fujian Provincial government 

has been adjusted. According to the revised policy, the standard of early-stage compensation for 

the migration due to the construction of large and medium-sized hydraulic engineering should be 

increased and more later-stage support should be provided for the rural migration due to the 

construction of large and medium-sized reservoir. All of these caused our capital shortage.  

 

Because the loan from the bank has not been transferred to our account, you are herewith advised 

that we have decided to suspend the project construction and delay the purchase and installation of 

the electric and mechanical equipment. Please take measures to deal with problems arising from 

the suspension. 
   

We will try to resume the construction by continuing the discussion with the bank about loans and 

raising funds from various channels, including developing CDM project etc. 

 
 
 

                                                Fujian Jinfu Power Co., Ltd. 
                                                      December 2, 2005 
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Decision by General Managers’ Working Meeting 

 
Time: February 14, 2006 
Venue:  
Participants:  
Chair: 
Topic: 
Contents: 
There are big problems and difficulties about Jiangle Gaotang Hydropower Plant invested by our 
company.   
1. Expenses on building materials and manpower have been dramatically increased. Also, 

expenses on equipment purchase and transportation cost have been increased a lot.   
2. Expenses on migration from reservoir area have been greatly increased. Due to the adjustment 

on national policy, national land market has to be reorganized. According to the documents, 
the expensed on compensation for migration of Gaotang Hydropower Plant will be 
dramatically increased.   

3. The benchmarking power price in Fujian Province has been keeping 0.31RMB Yuan/KWh. 
The plants similar to Gaotang Hydropower Plant have the same price. From the result of our 
discussion with Grid Company, the on-grid price of Gaotang Hydropower Plant can not reach 
0.395 RMB Yuan /KWh estimated in the original feasibility study report. The price has to be 
0.31RMB Yuan/KWh.  

 
Due to the above financial problems, after auditing and calculation, the bank thought that the 
internal rate of return on total investment of Gaotang Project was lower than the industrial 
benchmarking rate of return – 8%, which meant that we had difficulty to repay the loan and there 
was big risk for the bank. Therefore, the bank suspended the loan in 2005, which was the direct 
reason to suspend the project.    
 
From the current situation, the investment on this project must exceed the original budgetary 
estimate of 0.42 billion RMB Yuan and we can not accomplish this huge project by our own. We 
have to try to persuade the bank to resume loan by offsetting the investment gap and improving 
our financial status.    
 
Comparing several plans, we thought it was feasible to get financial support through applying for 
CDM project. If Goatang Hydropower Plant project can be registered as CDM Project, the income 
generated by CDM project can be apportioned as part of construction cost, which could greatly 
increase the investment benefit of this project. Therefore, all staff agreed that within Kyoto 
Protocol and national policy, we should start CDM application, understand the policies and 
procedures related to CDM project development, try to register as CDM project as early as 
possible and increase the benefit of the power plant.  
 
Participants’ signature: 
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                          Fujian Jinfu Power Co., Ltd. 
                     

                         February 14, 2006 
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Certification 

 

 

This is to certify that ICBC (INDUSTRIAL AND COMMERCIAL BANK OF 

CHINA) agreed to provide a loan to Fujian Jinhu Power Co., Ltd. for the Fujian 

Jiangle Gaotang Hydropower Project, which was expected to bring a good 

economic performance through our evaluation. However, during the construction of 

the hydroelectric power station, we found the IRR (Internal Rate of Return) of this 

project cannot reach to prospective value stated in the feasibility report due to certain 

external elements, such as increase of compensation to immigrants; rising cost of 

material, manufacturing and labor. And these reasons result in deficient of 

compensative ability of the project. The owner of Fujian Jiangle Gaotang 

Hydropower Project proposed to apply funds from CDM to settle the problem. We 

hereby deem that our requirements on loan reimbursement can be met and the risk can 

be reduced once the CDM fund is gained. So, ICBC agrees to carry over the loan for 

Fujian Jiangle Gaotang Hydropower Project.                  

 

 

 

 

Fujian Jiangle Branch of ICBC 

Jiangle, Fujian province, China 

Sep.5th 2006 
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Fujian Jinfu Power Co., Ltd. 
 
 

Notice to Preparing for Resuming Construction 
 
To all departments: 
 
Whereas, 
 
The construction of Gaotang Hydropower plant project was suspended due to the increase of 
project investment and lack of funds. Through great effort, the bank has agreed to resume proving 
fund for us based on the Budget Amendment Plan submitted by us.   
 
You are herewith advised that we have decided to resume the construction. Please prepare for the 
resumption in order to ensure the construction can be resumed smoothly. 
 

 

 
 
 

                                                Fujian Jinfu Power Co., Ltd. 
                                                      September 6, 2006 
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