MEMORANDUM OF UNDERSTANDING

For Provision of Technical Assistance to Promote the Establishment of a Public Energy
Savings Company and DSM Program in Hebei Province

This Memorandum of Understanding (MOU) is entered into on this ---- day of ----- Two
Thousand and Nine (2009) among:

Heibei Power Demand Side Management and Instruction Center, having its corporate office
at _No.19, Huaxi Road, Shijiazhuang City, Hebei Province, and hereinafter referred to as "
HBDSM Center ",

AND

The USAID ECO-Asia Clean Development and Climate Program, a program of U.S. Agency
for International Development, with its program office at Monririn Building, B 301, 60/1,
Phaholyothin, Soi 8, Bangkok 10400, and hereafter referred to as "ECO-Asia”,

AND

Natural Resources Defense Council having its principal place of business

at 40 West 20th Street, 11th Floor, New York, NY USA, and with its Beijing representative office
at A1606 Building No.1, G.T. International Center, Jia 3 Yongandongli, Jianguomenwai Avenue,
Chaoyang District, Beijing, Peoples Republic of China, and hereafter referred to as “NRDC”,

AND

The China-US Energy Efficiency Alliance having its principal place of business at One
Embarcadero Center, Suite 1550, San Francisco, CA, USA, and hereafter referred to as the
“Alliance.”

THIS MOU WITNESSETH THAT:

The ECO-Asia Clean Development and Climate Program, funded by the US Agency for
International Development (USAID), promotes policies, programs, and projects in China (and
the region) that encourage investment in clean energy technologies while addressing China’s
economic productivity, energy security, and environmental challenges. International Resources
Group is the USAID contractor that is implementing this program.

The Natural Resources Defense Council is one of the most highly respected and accomplished
environmental organizations in the world, with a staff of 380 preeminent scientists, policy
specialists, attorneys, and communications experts in New York, Washington, Beijing, Los Angeles,
San Francisco, and Chicago. NRDC has an unmatched 30-year international record of promoting
energy efficiency through a combination of voluntary private-sector initiatives, utility-funded
incentives, and regulatory proceedings, and worked to create the first energy-efficiency standards
and DSM programs in California, the United States, the People’s Republic of China (PRC) and
Russia.

The China-US Energy Efficiency Alliance is a nonprofit organization combating global climate
change by promoting energy efficiency as the cleanest and least expensive energy resource in
China. Through its powerful network, the Alliance pools financial and technical resources to
help China design and implement large-scale energy efficiency incentive programs.

Responsibilities of ECO-Asia, NRDC and the Alliance
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ECO-Asia, NRDC and the Alliance in this MOU express their intention to jointly conduct a
series of technical assistance activities during August 2009-August 2011 to support DSM
development in Hebei province. The Parties to this MOU concur that the scope of the services
of the ECO-Asia, NRDC and Alliance Team will include but not necessarily be limited to the
following:

A.

Support the establishment and scale-up of a public Energy Savings Company (“Super
ESCO) in Hebei province. This work will be led by ECO-Asia.

Support the scale-up of Hebei's existing Demand Side Management (DSM) Fund through
the review and design of incentive mechanisms, as well as assistance in seeking additional
funding from commercial financial sources, as well as international financial institutions.
This work will be led by ECO-Asia.

Support the HBDSM Center in conducting targeted energy audits, performing potential
studies, screening and identifying “Efficiency Power Plant” (EPP) projects, designing
incentive programs, providing technical assistance in DSM program implementation, and
developing an EM&YV framework. This work will be led by NRDC in conjunction with the
Alliance.

Develop and implement a plan to provide ongoing training and capacity building to support
the needs of the Hebei Provincial Power Office and the Hebei DSM Center related to Ato C
above. This work will be led by both ECO-Asia and NRDC, with the support of the Alliance.

The following is a list of illustrative activities that would be pursued under each of the topics
identified above:

A. Support the establishment and scale-up of a public ESCO (“Super ESCO) in Hebei province.

B.

*  Work closely with the DSM center to structure a Super ESCO, develop its objectives
and key activities, hire staff, and develop a business plan.

* Market the Super ESCO to multilateral banks, Chinese commercial banks and private
sector financiers through programs such as Private Financing Advisory Network(PFAN)
with the aim of attracting additional financial resources (e.g. equity, debt and credit
guarantees)

* Assist the Super ESCO to develop a pipeline of energy-efficiency projects, screen and
identify candidate projects, and initiate implementation of the first set of projects.

Support the scale-up of Hebei’s existing DSM fund through the review and design of
incentive mechanisms, as well as assistance in seeking additional funding from commercial
financial sources, as well as international financial institutions.

* Review existing policies and mechanisms for raising revenue to fund DSM efforts in
Hebei province

* Recommend alternative financing mechanisms that could be applied by Hebei (e.g.,
rebates, incentives, tax incentives, loans)

* Develop alternate approaches for scaling up revenue from both electricity tariffs
imposed in Hebei and from external sources such as commercial finance and
international financial institutions (e.g., ADB)

. Support HBDSM Center in conducting targeted energy audits, performing potential studies,

screening and identifying EPP projects, designing incentive programs, providing technical

assistance in program implementation, and developing an EM&V framework.

+ Assist HBDSM Center in conducting targeted and comprehensive energy audits as well
as economic/financial analyses to identify optimal mix of retrofit options for the highest
energy consuming industrial enterprises which present the biggest opportunities for
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GHG emissions reductions.

¢ Help Hebei develop pilot Efficiency Power Plant programs including designing effective
program portfolio, developing implementation procedures, and designing incentive
structures.

¢ Assist Hebei in developing an effective, reliable and consistent program evaluation
system, which will help program administrators and policy-makers to assess the
economic, social, and climate impacts of the implemented DSM programs. Help
HBDSM use appropriate measurement and verification protocol to measure and verify
energy savings and GHG emissions reductions at the project level.

¢ Based on the results of Hebei DSM program, develop comprehensive case studies on
experiences gained and lessons learned from DSM program design and
implementation.

D. Provide ongoing training and capacity building to the HBDSM Center

* Between 1-2 training workshops a year on (1) financing EE measures with a focus
support to private ESCOs in Hebei, performance guarantees and carbon finance, and (2)
DSM program development and implementation,

* Support for HBDSM Center staff to participate in national and regional
trainings/workshops/study tours to learn about experiences and best practices from
other locations.

The support provided by ECO-Asia, NRDC and the Alliance to the Hebei DSM Center will be in
the form of consulting services and expertise provided by their staff as well as national and
international consultants.

Responsibility of Hebei DSM Center

To accomplish the joint goals of this MOU, the Hebei DSM Center will work closely with ECO-
Asia, NRDC and Alliance staff and consultants by

* Assigning senior managers from the DSM Center as the primary contact for ECO-Asia
CDCP, NRDC and Alliance staff and consultants.

* Providing ECO-Asia , NRDC and the Alliance, upon request, data on provincial energy
use, DSM activities to date and existing legal and business framework for the Super
ESCO.

*  Working closely with ECO-Asia, NRDC and the Alliance, to respond to
guestions/queries from MDBs and commercial banks.

* Overseeing, managing and funding local logistics for meetings/trainings in Hebel
province

General Provisions

1. This MOU does not create a binding obligation to commit any financial or other resources
except as may be agreed to by the Parties in relation to specific projects undertaken
pursuant to this Agreement. The Agreement will also not be exclusive in nature.

2. This MOU shall come into force as of the date of its signature by all Parties without any
other formality and shall run for a term of two years.

3. Each Party will have the right to terminate this MOU with prior written notice of three
months. Such termination will not affect the commitments already undertaken in connection
with previous contracts.

Leadership and Points of Contact
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1. The Core Management Group under this MOU for ECO-Asia will comprise:

Mr. Pradeep Tharakan, Deputy Chief of Party, USAID ECO-Asia Clean Development and
Climate Program ECO-Asia, and

Points of Contact:

Steven Zeng, China Country Manager, USAID ECO-Asia Clean Development and Climate
Program

2. The Core Management Group under this MOU for NRDC will comprise:

Barbara Finamore, Senior Attorney and Director of China Program, natural Resources Defense
Council

Point of Contact:

Bo Shen, China DSM & Energy Efficiency Project Director, Natural Resources Defense Council

3. The Core Management Group under this MOU for the Alliance will comprise:
Terry Fry, Senior Vice-President, Nexant Co.

Point of Contact:
Francine Schulberg, Director of Operations, China-US Energy Efficiency Alliance

4. The Core Management Group under this MOU for Hebei DSM Center will comprise:

Mr. Chen Gang, Director, Hebei Demand Side Management and Instruction Center

Point of Contact:

i) Ms. Zhao Cuicui, Project Manager, Hebei Power Demand Side Management and
Instruction Center

ii) Mr. Zhou Zhantong, Deputy Manager, Hebei Power Demand Side Management and
Instruction Center

IN WITNESS THEREOF, the Parties have caused this MOU to be signed in their respective
names as of the signing date



For and on behalf of Hebei Power DSM Center:
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T
Chen Gang, Mr. ‘ \
Director

Hebei Power DSM Center

For and on behalf of ECO-Asia :

Date

Soptember & 2009

Pradeep Tharakan, Ph.D.

Contractor, Deputy Chief o™NParty

USAID ECO-Asia Clean Development and
Climate Program

For and on behalf of NRDC:

e

Date

9/8/77

For and on behalf of the Alliance:

Date

fur bl

-

Date

Mr. Qiao Xiao Lin—
Director
Hebei Provincial Electric Power Office

Witness 2:

Name:

Designation:

Date

Date
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