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Annex 2

Letter of Authorization

To: Inner Mongolia Electric Power Prospecting & Design Institute

Preparation-Construction Department of Sulige Natural Gas based Power Generation
Project of Erdos City hereby authorize your institute to compile Feasibility Study
Report and Grid Connection System Report of the Sulige Natural Gas based 2 X150
MW level air-cooling gas-steam combined cycle power generation project. Please
finalize the reports in time. Detailed progress of documentation please refers to the
agreement.

Regards,

From: Preparation-Construction Department of Sulige Natural Gas based Power
Generation Project of Erdos City (stamp)

Date: July 2004



FSR of Sulige 13 Investment estimation and financial assessment
Table of basic data for financial assessment
No. Item Remark Data
1 Generating capacity per unit MW 175
2 | Annual operating hour h 3500
3 Energy consumption for power generation Nm’/MWh | 202.29
4 Energy consumption for heat supply Nm®/GJ 36.74
5 | Auxiliary electricity consumption rate for % 2.16
power plant (water-cooling)
6 | Auxiliary electricity consumption rate for % 2.39
power plant (air-cooling)
7 Auxiliary electricity consumption rate for kWh/GJ 17.27
heating plant (water-cooling)
8 | Auxiliary electricity consumption rate for | kWh/GJ 19
heating plant (air-cooling)
9 Price of natural gas (including VAT) RMB/Nm® 0.76
10 | Service life of unit Year 20
11 | Depreciation period Year 15
12 | Rate for maintenance fee % 2.5
13 | Salary RMB/year 30000
14 | Rate of employee welfare % 56
15 | Materials cost RMB/MWh 7
16 | Other cost RMB/MWh 12
17 | Staff Persons 100
18 | Income tax % 33
19 | VAT (electricity) % 17
20 | VAT (heat) % 13
21 | Basic IRR % 7.5

13.4.3 Financial assessment indicators

Financial analysis is carried out separatedly based on IRR assumption of 8% and 10%

below:
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13 Investment estimation and financial assessment
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Document of Inner Mongolia NDRC
NeiFaGaiJiChuZzi[2004]2134

Approval letter to the Sulige Natural Gas based 2X 150 MW level gas-steam combined

cycle power generation project

Inner Mongolia Electric Power (Group) Co., Ltd:

We have received the Application Report of the Sulige Natural Gas based 2 X150 MW level

gas-steam combined cycle power generation project (NeiDianJi[2004]477). According to the

NDRC document No.19, based on careful research, below provide the approval comments:

I.  Necessary of construction

West Inner Mongolia Grid is dominated by fired power generation capacity (90.6%).
Installed capacity of municipal centralized heat supply units accounts 23% of total. Rate of peak
regulation capacity of West Inner Mongolia Grid is low and it is necessary to improve regulation
capacity of the grid.

With rapid increasing of electricity demand and installed capacity within West Inner

Mongolia Grid

(neglected) -2-



supplied by the Changqing Gas Field will be transmitted to power plant from the 4™ Purification
Plant of Changqing Gas Field to Dabuchake Town through pipelines.

V. The power plant is connected to the West Inner Mongolia Grid through 220kV circuit.
Detailed on that will be examine and approve separately.

VI. Continuously automatic monitoring system of flue gas will be installed accompany with
the Project. Industrial waste water of the Project will be treated and discharged up to standard.
Residential waste water of the Project will be treated and used for greening area within and around
the Project site to improve biological environment.

VII. Based on price level of 2003, fixed assets investment of the Project is RMB 1282.97
million, of which RMB 390.36 million (about US$ 47.03 mission) for equipment importation;
value of fixed assets is RMB 1325.50 million. Inner Mongolia Electric Power (Group) Co., Ltd
in charge of investment, construction, operation and loan payback of the Project. Other investment
will be loan provided by China Development Bank.

VIII. According to the Tendering and Bidding Law of the People's Republic of China,
equipment and construction work of the Project implemented based on public bidding.

IX. The Project supply heat and undertake peak function, payment for the principal and
interest of debt of construction loan of the Project should under national regulation and be
included into tariff. Exact tariff and heat price of the Project will be determined separately after
the completion of construction.

X. According to relevant national regulations, the construction of the Project can be started
after land occupation, environment protection, water resources and etc conditions been satisfied.

Start of construction should be put on records at Inner Mongolia NDRC.

Dec., 10", 2004 (stamp of Inner Mongolia NDRC)
-3-
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