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Report on developing Tiaojiang Hydropower station as CDM project

Shareholders, directors, supervisors,

Company’s work of various aspects was in normal operation and the construction progress of
Taojiang Hydropower Station was smoothly since the company’s establishment. However, since
the second half of 2004, the company faced several difficulties which were caused by the increase
of migration resettlement cost, ultra-digging of dam foundation, freezing of bank fund, financial
barrier etc., So the company made a detailed report to shareholders, directors, supervisors by
Report about Company Facing Severe Situation (GanYouen[2004]No.55) and suggested to
convene an emergency Board Meeting on 25 October, 2004. The board held a temporary
emergence meeting on 10 November, 2004. The board called for shareholders to raise the fund of
one million RMB to solve the problem of construction materials such as cement and steel of
Taojiang Hydropower Station and to seek other sources of fund. According to the meeting
psychical, Ganzhou Youenjiangyuan Electric Power Investment Co., Ltd should do well the
construction work of Taojiang Hydropower Station and seek other sources of financial support.
After investigation, Taojiang Hydropower Station can apply for the development of CDM projects
in order to get more financial support. The specific information is as follows:

In accordance with the provisions of United Nations, the project which will reduce CO, emission
can apply for CDM project, and relevant CO2 emission reduction can become profit through
international carbon market trading. CO2 emission reduction of Taojiang Hydropower Station can
be achieved 70,000 tons annually according to the methodology approved by EB, and relevant
annual income is about 2,300,000~4,500,000 RMB based on the price level of 4~8 USD/ton. After
successful application for CDM, IRR of Taojiang Hydropower Station project can increase 1~3
percentage point, and the project has a good financial attractiveness. To this end, the board hopes
the company to carry out CDM as soon as possible.

Annex is the Adjustment Report for the budget of Taojiang authorized by Ganzhou Water
Resources Design Institute, for reference.

3 February, 2005
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