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1. Background

Guangxi is located in the middle and upper reaches of Pearl River, it
IS the key area of ecological protection and has high significance to
the Economic Circle of Pearl River.

However, forest and vegetation is seriously disturbed, forest quality
IS poor, it faces the problem of soil and water erosion, and stone

desertification etc.
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Supported by the support of Bio Carbon Fund, the project with
the scale of 4,000 ha.

2,000 ha for each of Huanjiang Maonan Autonomous county
and Cangwu county in the middle and upper reaches of Pearl

River.
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2. Significance

2.1 It is the first forest carbon sequestration project registered at CDM
Executive Board in the World.

2.2 The baseline methodology and monitoring methodology of the project
IS the first one approved by CDM Executive Board.

2.3 It will attract more developed countries to develop forest carbon
sequestration project in China.
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2.4 1t will promote the implementation of forest ecological benefit
compensation mechanism in China

2.5 It will promote the sustainable development of forestry and
social economy in remote and poverty area.

2.6 It will improve the ecological environment of the project area.
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1. Location of the project area

Huanjiang county: 830 ha is adjacent to Mulun Nature Reserve and
Jiuwanshan Nature Resure, 1,170 ha is between the two nature
reserves.

Cangwu county: 2,000 ha at the area with serious water and soil
erosion.

More than 5,000 households, 27 villages, 10 townships and 52
pieces of land involved.
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2. Project implementation entities

Registered unit: Guangxi Huanjiang Xinghuan Forest development
Co.,Ltd

Specific implementation entities and households
2 forest farms, 2 forest development companies (3,560 ha)
18 households groups and 12 individual households (440 ha)
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3. Species selection

Following the principle of plant trees in suitable land,
respecting the opinions of farmers and taking the objectlve
such as carbon sequestration capacity, biodiversity protection,
water and soil conservation and values of forest products etc.
Into consideration, mason pine, Chinese fir, maple, schima,
broad leaf oak and eucalyptus that is the only exotic species.
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4. Forms of benefit allocation

There are two forms of investment: (1)households (group) provide
land, and forest companies/farms invest plantation cost; (2)
households (group) invest for their own land. For the form one, the
share of households (group) and companies /farms is 4.6 for forest
product and 6:4 for carbon sequestration income. As for form two,
all benefits from forest products and carbon sequestration income go

to households (group)
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6. Main technologies

6.1 Land cleaning and site preparation

6.2 Species arrangement (pure and mixture)
6.3 Tending and fertilization

6.4 Management
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7. Schedule

The plantation establishment lasts from the beginning of 2006
to the end of 2008. Mainly planting trees and tending.

The management period will last till year 2037. Mainly pest
and fir control, harvesting, replanting, management and
monitoring.

Credit period is 30 years and the start date is April 1, 2006
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Eligibility and additionality of land
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1. Eligibility

The project sites have been seriously degenerative wasteland with
low productivity since 1989. Some sites covered with few trees but
the crown much less than 20%. This can be proved with the Land

Use Maps obtained from the forestry inventory done in 1989 and
1999, and be confirmed through the interviews with local

communities and households.
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Eligibility and additionality of land
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2. Addidionality
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2.1 The project sites are forestry land and can be only used for

forestry purpose.

2.2 Due to the remote distance, poor site condition, lack of fund and
technology, institutional barriers and market risks, it is most
possible that these sites would be kept their current status as

degraded wasteland for a long time.
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2.3 Financial analysis showed that the IRR of the project is 15.02%
and 8.53% respectively with and without carbon sequestration
income (the calculation based on 4 US$ CO, per ton and 30 years
credit period). Therefore the project is not attractive in economy
without carbon sequestration trade.

2.4 This area will be not considered by government development
plan or private enterprises.
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It was 4.00 US $ tCO, in the Intent Letter signed with IBRD (Trustee
of Bio Carbon Fund) on May 27, 2005.

IBRD agreed to rise the price up to 4.35 US $ /tCO, during the

technical negotiation on Emission Reductions Purchase Agreement
on April 3, 2006.

For the second project, the negotiation price is 5 US $ /tCO,
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Assessment of benefits and risks
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1. Social-economic benefit

1.1 Demonstration for implementation of forest carbon sequestration project
In China and even in the world

1.2 Creating work opportunity and income for local communities
1.3 Strengthening social cohesion

1.4 Sustainable fuelwood supply

1.5 Technical training and demonstration
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Assessment of benefits and risks
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2. Environment Benefit

2.1 Enhancing biodiversity, increasing forest coverage rate, and providing
better habitat for wildlife.

Reducing the pressure of fuelwood collection of local people on the nature
reserves.

2.2 Improving the status of water and soil erosion, alleviating the damage
of nature disasters.

2.3 Improving the watershed management and ecological system of Pearl
River.
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3. Project risk

3.1 Potential environment risk: improper selection of tree species, wrong
measures of site preparation and application of fertilizer and pesticide cause
new soil erosion, water and natural environment pollution etc.

3.2 Potential economic risk: improper management of plantation causes fir,
disease and pest damage, and results loss or failure of the project.
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Assessment of benefits and risks

3.3 MmN MAHEERE

HFEMBSCMEMN A ZFEXRUREMBENIEFAY., THREMR
ZhE K NMERZKMEBERNEMEMR=ENTICESFTRESEMT
WESZ K REEAN., mMEKX, BERZELHRERME, Hik , Ti7E
RE D,

3.3 Market risk and uncertainties

Many countries in EU are doubtful about forest carbon sequestration
because of the complexity of the methodology, and the non-persistence and
uncertainties of forest carbon sequestration. It is only purchased by few
countries such as Italy, Canada and Japan.

Therefore, the market is limited..
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There are mainly 4 barriers in the project implementation:

1. Contract awareness: The local households lack of contract awareness,
they are easily to change minds, this makes the project plantation difficult to
be maintained.

2. Funds barrier: The income of local people is too low to afford for long-
term investment. Meanwhile, they have difficulties to get loan from banks
for afforestation.

Too much work for the project preparation and monitoring, the cost will be
a big problem.
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3. Technology barrier: The local people have very little knowledge of
species selection, planting and management, pest control etc and they are
especially lack of technologies for planting trees at degraded land.

4. Market barrier: Forest product market and carbon sequestration market.
Local people lack of market information, the cost of wood products
produced from remote area is high, has no competition capacity.
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Thank you for your attention



