Spanish Carbon Fund

From the Government of Spain
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Due to our firm commitment to ensure the compliance of the
Kyoto Protocol requirements, the Spanish Government is glad
to see that carbon finance continues to consolidate its role
as a complimentary tool to domestic policies to address the
challenge of climate change.

The Spanish Carbon Fund (SCF), originally created with €170
million, has been successfully enlarged with an additional
contribution of €50 million from 12 new participants from the
Spanish private sector. In this way the Spanish Government
has initiated a common path of cooperation with the private
sector recognizing the positive and necessary role played
by Spanish companies in the challenge of climate
change.

Dueto this enlargement, the Participants’ Committee
of the SCF was established with members from
both private and public sectors. The Director of
the Spanish Climate Change Bureau on behalf of
the Government of Spain was elected to serve as
Chairperson.

Finally, the SCF aims to continue stimulating capital
flows for sustainable development to expand the
Kyoto mechanisms to countries and communities
that would otherwise be potentially excluded from
the benefits of the carbon market.

In this way, the profitability of cleaner and more
efficient energy technologies are being promoted.
This will contribute to finance the transition to a low carbon economy in a global
framework, which is considered to be the key to the success of the Kyoto
Protocol.

Madrid, 12 September 2006

David Vegara Figueras Arturo Gonzalo Aizpiri
Secretary of State for Economy General Secretary for Pollution
Prevention and Climate Change
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Spanish Carbon Fund Participants
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GOVERNMENT OF SPAIN

The Ministry of Environment and the Ministry of
Economy and Finance work jointly to define and
execute the strategy of the Spanish Government
to achieve the Kyoto Protocol commitments. The
use of the Flexible Mechanisms is crucial to
facilitate the success of this strategy, particularly
through the participation in carbon funds in
multilateral financial institutions such as the
World Bank.*

ABENGOA

ABENGOA

Abengoa is a technology company with a
presence in more than 70 countries. The
company applies innovative solutions for
sustainable development in the infrastructure,
environment and energy sectors, with sales and
earnings before interest, taxes, depreciation
and amortization in 2005 of 2,023.5 and 216.4
million euro, respectively. Abengoa participates
in the Spanish Carbon Fund to meet its need
for carbon dioxide emission reductions for its
Cogeneration Power Plant in Europe.*
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AU LIBER

AZULIBER 1, S.L.

Azuliber is one of the world’s largest manu-
facturers of ceramic tiles and Spain’s largest
producer of atomized ceramic clays. The
company, which utilizes three cogeneration
turbines that generate electricity, plans to
expand its production of atomized ceramic
clays. Participation in the Spanish Carbon Fund
will assist Azuliber to comply with emission
reduction requirements.”

CEMENTOS PORTLAND

Cementos Portland Valderrivas (CPV) Group
was established in 1903. The company is the
Spanish cement market leader with 12.6 million
tons and is one of the largest cement companies
in the world with cement production plants in the
United States, Tunisia, Argentina and Uruguay.
The SCF will help CPV Group meet its target
to reduce carbon dioxide emissions within the
framework of the Kyoto Protocol.”

CEPSA

CEPSA is a company that engages in a wide
variety of energy-related activities, ranging from
the exploration and production of crude oil and
gas to the retail and wholesale marketing of
petroleum derivative products. The company
also has a strong chemicals business that is
closely integrated with its refining activity and
is steadily becoming a significant player in the
natural gas and electrical power sector. Our
participation in the SCF will help facilitate Kyoto
and help developing countries.*

E

ENDESA

Endesa is the largest operator in the Spanish
electricity industry and the leading private elec-
tricity multinational in Latin America. Endesa has
a significant presence in the South European
electricity market: Italy, Portugal, and France.
Endesa operates in the electricity markets of
15 countries on three continents. As part of
its Strategic Plan for the Environment and
Sustainable Development, Endesa is committed
to reduce greenhouse gas emissions that cause
global warming through its participation in
different carbon funds.*
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ENEL VIESGO
ENEL Viesgo is ENEL's subsidiary in Spain.
ENEL owns more than 50 gigawatts of installed
capacity and produces and sells electricity
mostly in Europe, North and Latin America. ENEL
Viesgo joined the SCF as part of ENEL's carbon
sourcing strategy finalized to comply with the
greenhouse gas emission reduction objectives
introduced by the Kyoto Protocol and by the EU
ETS Directive.*

B .
gasNatural

GAS NATURAL SDG, S.A.

The Gas Natural Group is an international energy
utility focusing on the supply, distribution and
commercialization of natural gas and electricity
in Spain, Latin America and Italy. Participation in
the Spanish Carbon Fund highlights the Group’s
pledge for ecologically and socially sustainable
development and its firm commitment to the EU
Emissions Trading Scheme.*

hc energia

HIDROELECTRICA DEL CANTABRICO

HC Energia produces and distributes electricity
and gaseous combustibles within the Spanish
market, reaching one million customers. Since
2004, HC Energia has been part of EDP Group,
the largest electricity company in Portugal. HC
Energia regards its participation in the SCF as a
unique opportunity to provide poor communities
in developing countries with projects that enable
them to grow in a sustainable manner by using
renewable energy and clean technology.”
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IBERDEROILA

IBERDROLA

Iberdrola is Spain’s leading energy company,
with more than 100 years of corporate history.
With its subsidiaries in 28 countries, it provides
electricity and gas to close to 18 million clients.
In recent years Iberdrola has invested 12
billion in clean generation technology, making
it the world’s largest wind power producer.
With its investment in the SCF, Iberdrola is
able to contribute to sustainable development
in the host countries of the emission reduction
projects.”

Micemen

OFICEMEN

Oficemen is a professional association, created
in 1931, which includes all the Spanish cement
manufacturing companies. The 13 cement com-
panies (with 42 cement plants) make Spain
the leading cement producer in Europe.
Oficemen is participating in the SCF on behalf
of those companies in order to acquire emission
reductions from the international carbon
market.*

RN

REPSOL YPF

In 2002, Repsol YPF pledged its firm commitment
to the use of the CDM to contribute to global
greenhouse gas emission reduction targets.
One of the measures is the participation in the
Spanish Carbon Fund, through which we will
invest in the emission reduction potential of
energy efficiency, renewable energy and waste
management in developing nations.”

L UMION FENOSA

geEneraitn

UNION FENOSA GENERACION, S.A.

Union Fenosa Generacion, S.A. is a 100%
subsidiary of Unién Fenosa, S.A. and has
as main activities the production, sale and
utilization of electric power and other energy
sources. With an installed capacity in excess of
7000 megawatts as of December 31, 2005, it
has to comply with the obligations defined in the
Spanish National Allocation Plan. As a way to do
s0 in the most economical and efficient way, it is
a main contributor to the Spanish Carbon Fund
managed by the World Bank.*

* The information in the participants” writeups in this report
was provided by the participants of the various carbon
funds managed by the World Bank and, with the exception
of minor editorial changes, is reproduced in the same form
in which it was provided. The views and opinions expressed
in the participants’ writeups are those of the participants
providing the information and do not necessarily represent
the views and opinions of the World Bank. The World
Bank does not take any responsibility for the information
contained or the representations made in the participants’
writeups.

Below: The Junta Departamental
(municipal council) of Montevideo,
Uruguay has approved the project
“Montevideo Landfill Gas Recovery”
and has authorized the Mayor to sign
the emission reductions purchase
agreement with the World Bank for
the purchase of the first million tons
of carbon dioxide equivalent before
2012. The Montevideo Municipality
plans to finance the construction of
the methane capture plant with the
Municipal budget, starting the work at
the beginning of 2007.
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Spanish Carbon Fund Portfolio Status

SCF Contract
Country/Project Name Project Description ERs (tCO2e)
Emission Reductions Purchase Agreements Signed
1 China: HFC-23 Destruction Install an incineration facility to decompose HFC-23 generated by the existing HCFC22 8,333,333
manufacturing facility into carbon dioxide (CO») and hydrogen fluoride (HF)
2 Egypt: Alexandria Onyx Landfill Install new landfill gas collection systems and collect gas emissions from the Borg el Arab and 1,100,000
Gas Capture and Flaring El Hammam landfill sites in Alexandria
3 Mexico: Mexico City Transport Activities will promote a shift towards low-polluting modes of transportation (primarily 354,607
Corridor articulated buses) via the development of surface mass transport corridors and traffic
management measures that integrate with the existing metro infrastructure. Scrapping of
high-polluting colectivo buses
Projects Under Negotiation (indicative contract volumes)
4 Chile: Sustainable Waste Build and operate a composting plant for biodegradable waste and sludge from water 1,799,280
Management in Santiago treatment plants
5 Mexico: CFE Windfarm Install 85 megawatts of wind turbines in the south region of the Isthmus of Tehuantepec, in the 1,800,000
Mexican state of Oaxaca
6 Organisation pour la Mise en Construct and operate a 59 to 62 megawatt run-of-river hydroelectric installation on the 650,000
Valeur du Fleuve Sénégal (OMVS): | Sénégal River. Project will deliver electricity to the national power utilities in the sub-region
Felou Regional Hydroelectric (Mali, Mauritania and Sénégal)
Project

Alexandria Onyx Landfill Gas
Capture and Flaring

The project includes two recently constructed municipal waste
landfills (Borg EI Arab and EI Hammam) in Alexandria, Egypt, which
are part of the Global Waste Management System initiated by the
Alexandria Governorate. The landfills will serve five million residents.
Approximately 13 million tons of waste will be deposited in the
landfills over the contract term. The project objective is to maximize
the capture of landfill gas from the two new sites. Onyx Alexandria
will use an on-site evaporator at the facilities. The evaporator
technology will use the collected landfill methane as a fuel to
evaporate the leachate collected from the disposal areas. The
recovered landfill gas will mainly be used for the evaporation
process. The excess landfill gas will be flared.

The project entails the installation of three flaring units for the
destruction of the excess hiogas not utilized by the methane treatment
system. Emission reductions that will be sold to the Spanish Carbon
Fund, amounting to 1.1 million tons of carbon dioxide equivalent, will
result from the combustion of the recovered methane contained in the
landfill gas. Currently, no landfill in Egypt employs such technology
and therefore this project will help transfer knowledge and know-how
to Egypt.
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The opportunities offered by this Clean Development
Project for the Governorate of Alexandria are important
and we are glad to have pioneered this new approach
to support sustainable development in Egypt. Under
this agreement with the Onyx Company, resources
corresponding to 19% of the revenues generated by
the sale of emission reductions will be targeted at
financing sustainable development activities in the
Governorate of Alexandria.

General Mohamed Abdel Salam El Mahgoub
Governor of Alexandria



As of the end of August 2006, the Spanish
Carbon Fund (SCF) had 31 project idea
notes in its pipeline representing emission
reductions of 44.8 milion tons of carbon
dioxide equivalent. Of these, six have
an active finance document
representing in total 14 million tons of
carbon dioxide equivalent. Three emission
reductions purchase agreements have been
signed for 9.8 million tons of carbon dioxide
equivalent.

Emission Reductions Purchase 9.8
Agreements Signed and Active

carbon

In addition, five projects in the SCF pipeline
have already signed letters of intent, which is
the step prior to negotiating the terms of the
purchase agreement. Three of these are
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located in the Latin America and Caribbean
region—Montevideo Landfill Gas Recovery
in Uruguay, Buenos Aires Municipal Solid
Waste Recycling in Argentina and San Javier
II'and lll Landfill Gas in Argentina as well.

450

Number of projects Indicative contract value in US$ millions

Note: The above figures exclude options purchases.

The other two are located in the East Asia and Pacific and in the Europe and Central Asia
regions respectively—Tianjin Landfill Gas Recovery and Utilization in China and Methane

Leak Reduction in Gas Pipeline in Georgia.

The SCF portfolio, which includes the six projects which
have an active carbon finance document, is dominated
in terms of number of projects by the Latin America and
Caribbean region (three projects). The Africa, East Asia and
Pacific, and the Middle East and North Africa regions each
hold one project in the portfolio. This is consistent with the
intensified effort towards increasing the share of the Latin
America and Caribbean region in the portfolio. It is worth
stressing that three of these projects have already signed
emission reductions purchase agreements.

If we take into consideration the entire pipeline, which
includes the 31 projects that already have an approved
project idea note, by number of projects the Latin America
and the Caribbean region still holds the lead (18 projects)
followed by the East Asia and Pacific region (six projects).
Africa, East and Central Asia, Middle East and North Africa
and the South Asia regions have a smaller number of
projects in the pipeline.

The SCF portfolio covers a wide range of technologies,
including HFC-23 destruction, waste management, wind,
hydropower and transportation. In terms of number of
projects, the portfolio is dominated by waste management
(two projects). HFC-23, hydropower, transportation and
wind technologies account for one project each in the
portfolio.

Waste management (12 projects) still holds the lead if we
take into consideration the entire pipeline. It is followed
by hydropower and energy efficiency technologies (six
projects each). The oil and gas sector continues to be well-
represented, accounting for three of the projects.
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