Appendix - 1

Answer letter for consultation of Tiejue project

Sichuan Jianengjia Power Group Co., Ltd.:

According to your requirement, we have assessed the feasibility of

continuous construction of Mabian county Tiejue project with the results below:

1. We have carried out the preliminary design of the Tiejue project in 2004
and part construction has been done by Mabian Jida Hydropower
Development Co., Ltd (Mabian Jida). In view of the negotiable tariff between
Mabian Jida and Mabian Jianeng Power Grid Co., Ltd is lower than the
prospective tariff, the project has lost the economic feasibility and then Mabian
Jida has given up the project. Based on the current tariff level, the IRR of the

project would be lower than the benchmark.

2. According to the newest statistic data of Sichuan Provincial Grid, the
average operation hours of hydropower projects in the grid currently are about
4,500~5,000 or less, which indicates that the operation hours of the built Tiejue
project would be lower than designed one in 2004. Then the income of the

project would be lower.

3. According to the situation of current power grid and water source, if
Tiejue project is commissioned based on the original installed capacity
program, the project income will be lower than the expected value. In order to
reach the initial power generation designed, the installed capacity of Tiejue
project must be expanded in order to increase the power generation in flood

season.

Assessed opinions above could only be references for you. If there are

any further consultation requirements, we will feedback in time.

Leshan City water conservancy and Power Architecture and

Reconnaissance Design Institute

27™ Sep 2006
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