Data source for investment analysis of the 1°' Plant:

Basic parameters for calculation of financial indicators of the 1% level Project of Nanzhahe,
6.4 MW are obtained from P12-1 to P12-4 of the Feasibility Study, Economic Evaluation
Code for Small Hydropower Projects (SL16-95) and 2005 national economic and social
development statistics for Yunan Province. Below provide translations of these
documents.
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Yunan Province, Zhenkang County, Feasibility Study for the 1% Level Plant of Nanzhahe Economic Evaluation

12 Economic Evaluation

12.1 General Description

The project activity is designed to install 6.4MW, annual operation time is 4140h, annual
average electricity generation is 26.495GWh. The construction period is 16 months,
operation time 30 years, economic evaluation for 26 years (1 year for test running). Total
investment is 25.64 million RMB, including fixed assets investment 20.5 million RMB.
Economic Evaluation of the project activity is carried out in accordance with the Economic
Evaluation Code for Small Hydropower Projects (Document No. SL16-95).....

12.2 Financial Evaluation

12.2.1 Investment Plan and Capital Raising

12.2.1.1 Fixed assets investment and capital raising

The fixed assets investment of the project activity is 20.5 million RMB, interest of
construction is 0.95 million RMB, total investment is 25.64 million RMB. The equity is
10.64 million RMB, loan 15 million RMB. Interest rate of loan is 6%.

12.2.1.2 Interest of construction and fluid capital

Interest of construction is 0.95 million RMB, fluid capital is 10RMB/kw, totally 0.064 million
RMB.

12.2.1.3.......
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12.2.2 Cost

Depreciation = Fixed assets investment * depreciation rate = 20.5*4%=0.82 million RMB
Maintenance fee = Fixed assets investment * maintenance fee rate = 20.5*1% = 0.205
million RMB

The quantity of staff is 16, the average salary and welfare is 10000RMB/person, totally
0.16 million RMB/year.

Water fee = 24220000*0.002 = 4.8*10000RMB

Materials fee rate is 4ARMB/kw: 6400*4 = 2.56*10000RMB

Other fee rate is 9RMB/kw: 6400*9 = 5.76*10000RMB

12.2.3 Income, tax and profit

12.2.3.1 income from electricity sales

Feed-in electricity = annual average electricity generation 26495MWh*effective rate
0.95*(1-auxiliary consumption rate 0.8%)*(1-loss during electricity transfer3%) =
24220MWh. The average bus-bar tariff in Lincang City is 0.2RMB/kwh, therefore the
income = 24220*0.2 = 4.844 million RMB.



12.2.3.2 Tax

VAT is 6% of income: 4.844*0.06 = 0.29 million RMB

Urban maintenance and construction tax rate is 5% of VAT: 0.29*0.05 = 1.45*10000RMB
Surtax for education rate is 3% of VAT: 0.29*0.03 = 0.87*10000RMB

12.2.3.3 Profit
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12.2.4 Analysis of Loan returning capacity
12.2.4.1 Loan returning plan



2. Translation of Economic Evaluation Code for Small Hydropower Projects (SL16-95)
B4.1 Salary, which includes base pay, additional pay, allowance etc., is calculated as the
number of staff multiplies annually average salary. The staff number should be
implemented according to Table4.1 until the “staff number standard of small hydropower
company” is issued.

3. Table4.1. Fixed number staff of small hydropower plant

Unit Capacity (kW) N<500 500=N<3000 | 3000sN<6000 | N=6000
item guantity Number of staff
Operation 1 4~8 8~12 12~16 20~24
staff 2 8~12 16 16~20 20~24
3 12~20 24 24~28 28~32
4 16~24 28~32 28~32 32~36
Examine and | 1 1~4 5~7 7~9 10~14
repair staff 2 2~5 6~9 9~12 12~16
3 3~6 8~11 11~-14 14~18
4 4~7 9~12 12~25 18~20
Management | 1 <16 <16 16~39 16~39
and service | 2
staff 3
4
4,

5. B4.2 Staff welfare includes socialized medicine expense, trouble subsidy etc., which
accounts for 14% of the total salary.

7. B4.5

8. Other fees, including costs on office activities, travelling, scientific research
&education, etc. means all the expense excluded from the above fees, which can be
calculated in the following equation:

9. Other fees =Installed Capacity(KW)*Other Fees Ration(yuan/KW)

10. Other Fees Ration list in Table B4.5

11. The fees in remote area can add 10%-25% according to Table B4.5

12. Table B4.5 Other Fees Ration~

Installed
. <500 500~6000 6000~12000 >12000
Capacity(KW)
Other Fees
) 21.6 21.6~18 18~12 12
Ration(yuan/KW)

13.
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