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The Letter about Preparation Work for Lajitan Hydropower Station

Applying for World Bank Carbon Funds

To Laifeng Lajitan Hydropower Development Co., Ltd.:

The Lajitan Hydropower Station of your company is the key developing project of
Hubei Province in recent time, which are doing the preparation work for applying
World Bank Loan. Since still there is part of the investment should be financed by the
project entity itself, the loan and interest should be paid back in certain times, which
will lead to more difficulties and risks for project operation.

As the clean resources project, the Lajitan Hydropower Station could consider the
support of Original Carbon Fund to increase the ability of repaying back interest and
loan. We support the application for Original Carbon Funds.

As for the practical measures to the global warmth, the original type of carbon funds
which is as the carbon exchange form developed by World Bank. Based on the
relative regulation of clean development mechanism, the developing countries could
acquired the technology and financial support from developed countries through the
exchange of Certified Emission Reduction (CER) generated by project. Through this
exchange, the developed countries could meet its promise to reduce the emission of
CO;. Through the purchase of the project emission reduction, the project could
acquire much more revenue and contribute greatly to the social and economic
development in the area where the project is located.

After the letter has been received, please prepare the application work not only for the
loan from the world bank but also for the application of World Bank Carbon Fund, in
order to accelerate the paces for the development of clean resources in Hubei province,
also accelerate the process of absorb investment.

The World Bank Department of Hubei Province Finance Commission
18" June 2002



The Water Resources Ministry of People’s Republic of China
Handby document of hydropower [2003]5

To the Water Resources Sector in Shanxi and Hubei Province:

The Clean Development Mechanism for small scale hydropower station is the
international fund application project we began to prepare on July 2002. Through this
project, we could sell these green certificates to the international financial
organization and could acquire the clean development mechanism fund provided by
these organizations. Based on the regulation of CDM, the clean renewable resources
price is consist of tow parts, one part is the quality, the other part is the quality, which
is also means the green price and green electricity quantity. The green certificate is
used to verify the green value( equal to green price multiply electricity quantity).
In the Kyoto Protocol it is regulated that in the period from 2008 to 2012, the
emission of Greenhouse(CO,) should be reduced 5.2% averagely based on the
emission in 1990 in developed countries, which will require large amount of
investment and great effort in long period. Targeting at the emission reduction of CO?,
it is inevitable to increase of quota of renewable resources. In order to accelerate the
development of renewable resource, some countries have established green certificate
exchange market. When the developed countries could not satisfy the quota, the
developed countries could purchase the green certificate from other countries to
satisfy the emission compliance by Kyoto Protocol.
At present, the international financial organization as World Bank, the International
Monetary Fund, the Holland Government Fund etc provide fund for green certificate
exchange based on the regulation of CDM. The current price of small scale green
certificate for 1kWh is 0.03 Yuan RMB.
The application of CDM is the good opportunity for the construction of small scale
hydropower station, which could realize the renewable green value of small scale
hydropower and contribute to the development of hydropower station in rural area.
Please select the hydropower stations which the single capacity is between the 2000 to
5000kW, and the total installed capacity is 20,000 kW with good economic index and
small or no immigrants, and the station is ready for construction. Please send the
relative information before 1¥* March 2003 to us.
The contact person: Zhang Xuejin
Tel: 010-63102224 or 13661283303
Email: Muriel@mwr.gov.cn



The Summary of General Manager Meeting of Laifeng Najitan

Hydropower Development Co., Ltd.

The Time: 3" February 2003

The Contents of the Meeting:

During this meeting, all the person discussed the relative documents about the
application for World Bank Carbon Funds, and the influence about the CDM brought
to our company. After the discussion, the decision is as following:

l.

Each department of the company has studied the CDM seriously, they all
comprehended that through the international cooperation and the exchange of
emission reduction, it is possible to reach the global emission reduction of
greenhouse gas.

The Najitan Hydropower Station is in compliance with the basic requirements of
CDM as the station is the renewable project without any consumption of fossil
energy, and could apply for CDM project.

Since this project has acquired loan from World Bank, the construction should be
implemented strictly with the construction regulation, and implement the
immigrants compensation to practice. Although this work will increase the
investment of the project, since the revenue from CDM could improve the
financial index of the station, those work should be done strictly.

It is decided that the general manager Zhu Yuanzhong, is in charge of the
application work for CDM, and make the success application as soon as possible.

Laifeng Najitan Hydropower Development Co., Ltd.
3" February 2003



The Summary of the Directorate meeting of Laifeng Najitan

Hydropower Development Co., Ltd.

According to the suggestion of the broad chairman Wang Xiaoming, the directorate of
the company held a meeting on 8™ June 2003, the decision is as following:

The large amount of preparatory work of the project has been done under the
leadership of Laifeng County People’s Government, and finished the relative applying
process for different authority as environment protection bureau, water resources
bureau, land resources bureau etc.

Based on the relative regulation and laws, the company should insist on the work of
applying approval and documents for relative authority as reform and development
committee, land resources bureau, and meeting all the requirements of relative
documents and laws.

the decision is also included that based on the practical situation of impoverished
mountain area of Enshi County, the applying work for CDM should be done to the
best efforts.

The signatures of all directors.
8" June 2003
Laifeng Najitan Hydropower Development Co., Ltd.



