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Document of Ganzhou Youenjiangyuan Electric Power Investment Co., Ltd.

Ganyouen [2004] No. 55

Report on Operation Difficulties of Ganzhou Youenjiangyuan Electric Power

Investment Co., Ltd.

Shareholders, Members of the Board and Members of the Board of Supervisors,

Since the establishment of Ganzhou Youenjiangyuan Electric Power Investment Co., Ltd.
(hereinafter referred to as “Youenjiangyuan”), everything has been going well. The construction
of Taojiang Hydropower Station has been going well too. We are on track to start the operation
at the end of 2006. However, currently, Youenjiangyuan is facing the difficulties that we have
not ever met before. That is we find it difficult to start the normal operation. If this problem can
not be solved as soon as possible, it will bring bad impact on the construction of Taojiang
Hydropower Station, even result in the serious situation that the construction has to be stopped
due to the shortage of building materials caused by lack of money.

1. The capital that can be used is only 123 thousand RMB Yuan, so it’s difficult to keep the
normal operation on finance.

Up to now, the fully-funded capital raised by shareholders is 38.46 million RMB Yuan
(including company registered capital of 10 million RMB Yuan), loan from bank is 37.50
million RMB Yuan and the financial capital of the company is only 123 thousand RMB Yuan.
Youenjiangyuan should pay about one million RMB Yuan to Engineering Bureau 10 of
Sinohydro in September, but we only paid 300 thousand RMB Yuan. Besides, we can not pay
above 600 thousand RMB Yuan to cement and steel supplier or progress payment to equipment
manufactures. Now we need about 2 million RMB Yuan. If we didn’t pay off the cement and
steel, the supplier would stop providing these materials and the construction of the station would
stop without cement and steel. If we didn’t make progress payment to equipment manufacturers
in time, the production plan would be adjusted and the power would not be generated as
scheduled due to the delay of equipment delivery. In addition, the construction company and unit
installation company would claim us to compensate their loss caused by the stand down.

2. Expense on immigrant settlement is increased.

In 2004, state policy was adjusted and the land market in China was rectified. The people’s
Government of Xinfeng County thought that 30 million RMB Yuan for the compensation and
settlement for immigrant stipulated in the contract was too low. Supplementary capital for
Plantation and expense on immigrant settlement of more than 6 million RMB Yuan has to be
paid.

3. Capital loaned from the bank was frozen. It’s difficult to get additional capital for the project



fully funded.

In March 2004, Jiangxi Branch of Industrial and Commercial Bank of China approved the loan
of 92 million RMB Yuan for Taojiang Hydropower Station. The first loan of 30 million RMB
Yuan was transferred to our account and was used in March. The second loan of 30 million
RMB Yuan was transferred to our account in June. However, after transferring the second loan
of 30 million RMB Yuan to us, Jiangxi Branch of Industrial and Commercial Bank of China
froze the rest of loan because they thought that the expense on construction for Taojiang
Hydropower Station Project was much higher than estimated and it would take longer time for
the capital to return. At present, the total frozen capital is 22.5 million RMB Yuan. It’s unknown
whether the rest loan of 32 million RMB Yuan can be transferred to us on time.

4. The dam foundation was much larger than planned, so that about 10 million RMB Yuan had to
be spent on digging.

In September 2004, when the foundation was dug close to the design surface of left overflow

dam and non-overflow dam, geological condition didn’t comply with the design requirement.

The project design institute asked to dig deeper until the design requirement could be reached.
Through primary estimate, about 10 million RMB Yuan has to be spent.

Therefor,
We would like to propose that temporary emergency meeting for members of the Board should
be held in order to solve the above problems and guarantee the normal operation of
Youenjiangyuan.

Stamp

(Ganzhou Youenjiangyuan Electric Power Investment Co., Ltd.)

October 25, 2004
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Issued by General Manager’s Office of Ganzhou Youenjiangyuan Electric Power Investment
Co., Ltd. on October 25, 2004.
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