Shareholders conference summary of Kaiyuan Electric Power Co., Ltd
of Jiulong County
Seminar about consideration of CDM and planning the construction of Shanshuping

Fourth Stage hydropower station project

Date: 14:00-16:00, 13" Mar.2006
Add.: conference room in the 3™ floor of Xintonghui Restaurant in Chengdu City

Participants:

Kaiyuan Electric Power Co.. Ltd of Jiulong County: Yan Guanghui (CEQ)

Sichuan Qingyuan Engineering & Consulting Co., Ltd: Chen Qingbo (Chief Engineer)
Representatives of shareholders of Kaiyuan Electric Power Co., Ltd of Jiulong County: Liu
Xingchun, Zhan Guogiang, Liu Qiyong, and Yuan Zhijun ete.

Advanced budgetary estimation engineer: Li Ping

Electricity transmission and transformation engineer: Cai Jiang

The conference theme: Kaiyuan Electric Power Co., Ltd of Jiulong County held conference
about planning the construction of Shanshuping Fourth Stage hydropower station CDM
project. According to “The supplementary explanation of the preliminary design of
Yangfanggou Shanshuping Fourth Stage Hydropower Station”™ received from Sichuan
Qingyuan Engineering & Consulting Co., Ltd on 12th Mar., and “the approval about the
connection of cascade hydropower station in the main stream of Jiulong River to the power
system” by Sichuan Electric Power Corporation (Chuandianjij2006]No.5), the conference
discussed the investment of electricity transmission and transformation and the economic
situation of the project such as expected tariff and annual operation hours in the PDR
optimistic, ensured whether the Shanshuping Power Station should apply and develop CDM
alike the nearby Yidaogiao power station, and started the planning of construction of
Shanshuping Fourth Stage Hydropower Station.

The conference aim: according to the factors set in the “The supplementary explanation of the
preliminary design of Yangfanggou Shanshuping Fourth Stage Hydropower Station”, the
investment of electricity transmission and transformation is relatively high, and the
investment is high but the revenues is not so good. The economic benefit is poor which
cannot reach the benchmark standard. Therefore, the sharcholders discussed the
corresponding solution during the conference.

The conference content: Yan Guanghui CEO introduced the preparation work till now: since
Nov. 2005 when the preliminary design and exploration work was commissioned to Qingyuan
Corporation, through exploration and design coordination, the draft of “preliminary design report”™
was finished by the end of Feb. 2006 by Qingyuan Corporation, and the final edition was finished
in the early of this month (Mar.2006). Meanwhile, the “Preliminary Design Report™ of the power
station did not consider the investment of electricity transmission and transformation, following
the economic evaluation of normal power stations. Since our power station is a small scale
one with poor regulation capability, far-away location, and long transmission distance, and



due to the requirement by State Power Grid that the investment of electricity transmission for
connecting with electric system should be undertaken by the project owner. our company will
individually undertake the investment of clectricity transmission project. In the approval of
grid-in apply of power plants, Sichuan Electric Corporation required power station developer
to undertake the investment of electricity transmission and transformation. Due to this,
Qingyuan Corporation finished the supplementary explanation of the preliminary design of
Yangfanggou Shanshuping Fourth Stage Hydropower Station on 10" Mar 2006, based on the
initial Preliminary Design Report. According to the supplementary explanation, we have to
undertake relatively high investment, and the IRR of the power station will be lower than
benchmark. Thus we need to find out solutions to overcome the difficulties.

Subsequently, Cai Jiang, the electricity transmission and transformation engineer of Qingyuan
Corporation introduced briefly the electricity transmission and transformation project of
Shanshuping Power Station. According to the estimation, the transmission line of the project
is about 40km from Shanshuping to Yidaoqiao. Since the inconvenient transportation, a lot of
poles and materials need to be transmitted by man. And the materials are expensive. The
estimated investment is about 10 million yuan.

Li Ping, advanced budgetary estimation engineer of Qingyuan Corporation, introduced that
the economic evaluation of the power station project usually include the main body the power
station only. But due to the requirement by State Power Grid that the investment of electricity
transmission for connecting with electric system should be undertaken by the project owner,
Kaiyuan Electric Co., Ltd will undertake the investment and construction of electricity
transmission and transformation of Shanshuping Fourth Stage Power Station, and has to
compile the individual Preliminary Design Report of electricity transmission and
transformation of the Power Station. For Shanshuping Fourth Stage Power Station, the project
owner needs to undertake the investment, construction and management of the transmission
line. Thus the total investment including the electricity transmission part will be increased.
Therefore, we considered the investment of electricity transmission and transformation part in
the “The supplementary explanation of the preliminary design of Yangfanggou Shanshuping
Fourth Stage Hydropower Station™ based on the initial Preliminary Design Report. Under this
situation, the economic benefit of the power station is very poor and the IRR is lower than
benchmark., We hope the project owner could pay attention to this,

Chen Qingbo, the Chief Engineer of Sichuan Qingyuan Engineering & Consulting Co., Ltd,
introduced that the Yidaogiao Power Station that Sichuan Qingyuan Engineering &
Caonsulting Co., Ltd designed has the similar difficultics, including far-away project location,
poor developing condition, and lower economic benefit. Due to this, Yidaogiao Power Station
signed CDM development agreement with Tsinghua University. It was said that the project is
developing CDM application documents recently. You can refer to Yidaogiao Hydropower
Station for CDM application.

Finally, Yan Guanghui CEO expressed that it is worth to learn from Yidaogiao Hydropower
Station for CDM application, otherwise it is hard to continue our project. Our corporation will
arrange special staff for CDM issues and contact with the Consult, such as Tsinghua



University, to know the detailed information of the buyer. He also said that the work should
be done as soon as possible. all entities of the project should be integrated again after some
time, and the application should be done immediately when environmental impact assessment
and other approvals are ready. Based on the above mentioned work, the planning of the
construction of Shanshuping Fourth Stage hydropower station should be rapidly started,
including inquiring the price of turbine generators and so on.

13" Mar. 2006
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