Risk Assessment Report of
the construction suspension of Changwa Hydro Power project, in Yizhou city
June 30™, 2004
Changwa hydro Power Project was started to build on December 15, 2003. The construction has been suspended
from April 10, 2004 until to now. Required by the project owner (Gaungxi Yizhou Changmao Power Co., Ltd),
according to the agreement signed by the project owner and the construction supervision records, the cost occurred
in the past period and would be occurred in the future was analyzed; and also the risk assessment on the
construction suspension of the project has also been considered in the report.

1. Estimating the loss of construction temporary suspension

1.1 Cost before the suspension:

Parts of the project has been finished from the starting date till suspension on April 10, 2004, including temporary
construction of construction of road and levelling the building site, earth-rock cofferdam in the first-phase, basic
pit pumping and basic digging project. The sum of 1,670,000RMB has been expended in them.

Cost of detail items is shown as follow:

Item Cost (10°‘RMB) Date Remarks
Road and levelling the | 35 12/2003—2/2004

building site

Basic digging 92 01/2004-04/2004

Others 40 12/2003-04/2004

2. The maintenance cost and labor idle cost during suspension is about 35,000RMB every month. Drainage and

cleaning work cost about 100 thousand.
3. Risk analysis

Except the problems analyzed above, the total investment of the project is increased a lot compared to the original
design proposal where the construction cost is increased up to 20%. This is caused by the increasing of the price of
the construction material and the electromechanical device in the construction period, the adjustment and
perfection of the design and the difference between the actual engineering and the design. Currently, the project is
facing the fund shortage problem, if the project owner can not get low interest rate bank loan, it will lose 1.2

million RMB every year in the future.

So the project owner should take the investment risks into account seriously and do the preparations work as early

as possible.

4. Conclusion and Advices

According to the above analysis, we suggest that try to get the bank loan with lowest interest to assist and

accelerate the construction of the project.

Guangxi Liyuan Construction Supervising Co., Ltd
Changwa Project Department
June 30", 2004
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