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1. General Principal

1.1 Targeting at the scientific and
democratic project decision of the
construction of small hydropower
projects, to promote the development of
small hydropower projects. Based on the
regulation of <the Method and Data of
Economic Evaluation in the
Construction  Projects> edited by
National Design Committee, and the
characters of small hydropower projects
the regulations is as following:

1.2 the economic evaluation of the
construction of small hydropower
projects means the station with the
installed capacity under 25000kw and
the new construction, modification,
expansion, rebuild, updating of the
matched gird, also the rural electrization
programming in county supplied by
middle and small hydropower station.
The middle size hydropower project
with the installed capacity of 50000kw
or below in rural area could follow this
document.

1.3 this regulation is applicable for the
feasibility research, initial design or
economic evaluation in the document
and report of the countryside relative
rural electrization programming

The economic is the important
components of the construction project
design or the design documents. If there
is not any economic evaluation in the
design document, the relative authority
will not approve.



FNLA IR K A s AR (G5 )
WESE AR AR, fevr
KHIE 2 B R VA AT 2 5 0P
{4 7572 I 3K A

1.4 FBINH 25 vE 2 W 55 PEAY
HERZ5F T

1.4.1 WSS VP IR H A2 A B XA T
BRI A B 25 AE N, B
TH 10 55 rIAT I

1.4.2 WIRZFIH I H 12 SR
SPHTAIE, AT eP e H O R
et R M DTk, AR B H
Zora k.

1.5 @it H 25t P AR 25 1F
I

1.5.1 WE5PEA A E REZE PP B ik
REgarAy, MBI H S5 al AT,

1.5.2 WEPE0 A E R TR A
AJATE SV r AT [ R BRI
NGB, BRI H L5 PP AN AT
1T

As for the project design with smaller
installed capacity station and shorter
planning period of the rural electrization
programming, it is permissible to adopt
the appropriate simplification way to do
the economic evaluation, the simplified
method is as in Annex A.

1.4 The economic evaluation of the
construction project could be divided as

financial  evaluation and national
economy evaluation.
141 The target of the financial

evaluation is to evaluate the financial
feasibility of the construction project
under the present policy which is
income and taxation policy and price

policy.

1.4.2 The target of national economic
evaluation is to analysis and evaluate the
contribution to the development of

1.5 The judging standards of the
economic evaluation are as following.

1.5.1 If the results of the financial
evaluation and national economy policy
are feasible for both, the economic
evaluation of the construction project is
feasible.

1.5.2 If the results of the financial
evaluation and national economy policy
are not feasible for both, or the condition
that the financial evaluation is feasible
and national economy evaluation is not
feasible, the economic evaluation of this
project is not feasible.
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1.5.3 If the result of national economy
evaluation is feasible and financial
evaluation is not feasible, the project
owner could promote the suggestion to
the relative authority to adopt the
favorable policy. Such as promote the
suggestion as adjust the grid price
through converting grid price or provide
loan with lower interest, making the
project is financially feasible.

1.6 the economic evaluation of the
construction project should strictly
follow the principal as calculating
caliber of fees and profit(input and
output)should be comply with each
other.

When implementing the financial
analysis, the output and input should use
the estimating prices based on present
price system, means that increasing
price factor in the construction preparing
period and construction period.

When implementing the national
economy evaluation, the calculation of
the input and output should use shadow
price.

The implementation of economic
evaluation should be done mainly as
dynamic analysis, matched with some
static factors.

1.7. The calculating period for economic
evaluation of the small hydropower
construction  includes  constructing
period, commissioning period, and
manufacturing period.
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1.7.1 The Constructing Period: from the
project begin to construct to the time
before formal manufacture.

1.7.2.The Commissioning Period: from
the beginning of the construction to the
full load of construction.

1.7.3 the constructing period: from the
date of full load manufacture, generally
calculating as 20 years.

1.7.4 the time starting point of the
calculating period is the beginning of the
first year in the constructing period.

1.8. As for the project utilizing foreign
investment, the calculating way should
be based on the requirement and
principal of <the Method and Data of
Economic Evaluation in the
Construction  Projects> edited by
National Design Committee, also the
calculating way and data of this
regulation.

1.9 The main factors in the economic
evaluation of the construction of small
hydropower project as the shadow price
and discount rate etc, it is regulated that
the calculation should adopt the data
edited by National Planning Committee
in the same period. When the National
Planning Committee adjusts the data,
these documents will adjust the data
accordingly.

4.3. The Financial Internal Rate of
Return means the discount rate when the
present value of the accumulated net
cash flow in every year is equal to zero.
Its equation is as following:



> (CI-COY, (1+ FIRRY™ =0 >(CI - COY, (1+ FIRRY™ =0

o= (4.3) = (4.3)
K Cl— | MEWANE; Cl— Cash input flow;
CO— | MU=, CO— Cash output flow

P R PE 3R N h flow i
(CI—CO) iaim P4 (Cl—COY— et cash flow in t
UILE 5 year
n—— | iFE M. n— Calculating year

TEWF S VPAN A, SRk HE B 25 PN S UAC 3
F(FIRR) K T8RS T/ K F I 45 JE
W EE A ()i, RETACK # v it H W45 V7
MATAT

/NI 55 HEHE WL 2 2R (1) 5E
10%.

In the financial evaluation, when the
acquired Financial Internal Rate of
Return is larger or equal than the
financial benchmark return rate (I¢), we
can conclude that the financial
evaluation of this construction project is
feasible.

The financial benchmark rate of return
of small hydropower is 10%.



