-2 -

The rational for China's consideration of allowing for equity
participation in power sector development hinges upon the demonstration
effect of applying modern utility management to the development and
operation of selected projects, rather than upon the level of financial
resources which might be provided in this way. To allow for project

- financing the creditworthiness of a joint venture enterprise will be

judged in significant part on the basis of the experience of the
enterprise sponsors. A joint venture enterprise in China established to
develop a particular hydro power facility would undoubtedly benefit from
the presence in the foreign partnership sponsor of an internationally
recognized Canadian utility such as Hydro Quebec.
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