12 February 2001

Mr A Blood

Chairman

Australian Power & Energy Limited

117 Broadway

NEDLANDS WA 6009

Dear Allan

Thank you for taking the time last Thursday to meet with us and outline Australian Power & Energy Limited’s (APEL) Victorian power and liquids project.  The project is certainly ambitious in concept and scale, and has the potential to extract substantial value from an underutilized resource.

Currently, Enron’s investment criteria preclude us from pursuing a participation in the project.  Enron typically limits its investments to ventures that have progressed beyond the feasibility stage and have a well-defined timetable for an IPO, allowing it to leverage its expertise to maximize the value opportunities for the venture and the return on its invested capital.

We’d certainly be keen to keep in touch regarding the project, as there are a number of elements that could be of mutual interest.  Please feel free to call us at any time.

I wish you all the best in developing the project.

Yours faithfully,

Paul Quilkey

Managing Director
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