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Report on the Excess over Budget Estimate for

Construction of Langxiang Hydropower Station
30" Dec.2005

Libo Lidu Hydro Power Development Co., Ltd.,

According to the project design, the budget estimate of total investment for Libo Langxiang
Hydropower Station Chereafter: referred the project) was RMB 127,710,000 Yuan which is
presently under construction. The project design, the construction of the main structure, the
works of metal structure and the installation of electromechanical equipment (including
purchase of equipment and relevant temporary construction) is contracted generally by
Guizhou Survey and Design Academe for Water Resources and Hydropower, and the total
contract value is RMB 113,797,000 Yuan. The remained amount of RMB 13,913,000 Yuan is
further implemented by Libo Lidu Hydro Power Development Co., Ltd. By this time, most of
the dam was completed, and the digging of diversion tunnel was completed and concrete works
of the diversion tunnel is in construction now, the concrete works of main and auxiliary power
houses have been built to the height of the crane beam. However the investment of the project
has been increasing due to the rising construction materials price, the adjustment of project
design and so on. There are always the shortage of capital and the possibility of construction
stop. Being responsible to the owner for the project, and for a more proper investment plan of
the project, we has made the statistics and analysis on the current excessive amount over
original budget estimate, and the further estimate of total investment, which are shown as
follows:

1.  Statistics of the Excess over Original Budget Estimate

1.1 Adjustment of Price Difference and Rise of Electromechanical Equipment Prices

The prices of main materials and equipment have been increasing greatly, while no prepared
amount for price difference were listed in the budget estimate on the design. The adjustment of
the contract value is agreed when the general contract was signed (Article 16 of General
Contract). The amount for price difference of main materials is RMB 7,094,000 yuan. The
original budget estimate of Electromechanical Equipment is RMB 27,000,000 yuan, and the
actual is RMB 33,400,000 yuan, the difference between the actual and the estimated is RMB
6,400,000 yuan. Hence investment shall be added RMB 13,494,000 (7,094,000+6,400,000).

1.2  Leak in Design

1.2.1 110kV power output works

The 110KV power output works of the project has not been listed in the budget estimate for
design. An investment of RMB 7,200,000 yuan will be required for the construction of 33km
power line from the 110kV booster station in the project to Libo transformer substation
(including the intervals of Libo 110kv transformer substation and the temporary transformer
substation during construction).

1.2.2 Reconstruction of road to the site
The 16kM rural road from Yaoshan Township of Libo County to the site of the project was not
satisfied the requirements for transportation during the construction period. An investment of



RMB 1,423,000 yuan is needed for partial widening of the road and reconstruction of the road
curves.

1.2.3 Leak and improvement in design related to the water supply, electric power supply,
road and flatting workplace

The budget estimate for design related to the water supply, electric power supply, road and
flatting workplace is RMB 3,950,000 yuan. An amount of RMB 6,228,000 yuan has actually
occurred, an added investment of RMB 2,278,000 yuan is needed.

Therefore, the total added investment caused by design leak is RMB 10,901,000
(7,200,000+1,423,000+2,278,000).

1.3 Added investment caused by geological reason:

1.3.1 Owing to the inferior geological conditions and the continuous rainfall, the surge shaft
experienced collapse during construction. The design department provided two scenario, and
the construction is underway as per the second one with the investment of RMB 5,120,000
yuan.

1.3.2 Owing to the inferior geological conditions of the side slopes behind the power house and
the influence of rainfall, the crack on the rear side slope happened during the excavation; it
caused certain influences on the production and living of farmers nearby. The expenses of
RMB 2,640,000 yuan for engineering treatment and the compensation of RMB 944,000 yuan
to the farmers have occurred.

To sum up, the investment added caused by geological reasons is RMB 8,704,000 yuan
(5,120,000+2,640,000+944,000).

1.4  Delay of Project

The project was originally scheduled to start power generation in May 2005. However, the
power generation was delayed to owing to design modification, inferior geological conditions,
etc. According to the modified schedule the project will start power generation in April 2006.
The delay of 11 months has caused the added investment of RMB 2,400,000 yuan, including
the added supervision expense of RMB 400,000 yuan and the added managerial expense of
project owner of RMB 2,000,000 yuan.

1.5 Loss by Flood
The project suffered a flood attack in August 2004, causing a loss estimated at approximately
RMB 5,900,000 yuan.

Considering the above mentioned statistics, an amount of about RMB 41,399,000 yuan has
been added to the budget estimate for this project. (Statistic table attached).

2.  Estimated Excess over the Budget Estimate in the Future

The modified date to start power generation is April 2006. By this time, most of the project
civil works have been completed; the remained are the diversion tunnel concrete works, the
concrete works on the upper parts of the power house, the installation of electromechanical
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equipment, and some minor civil works. The supervision engineer estimates that following
extra expenses will occur:

2.1 Compensation of Price Difference of Main Materials

The 85% of civil works and metal structure works have been completed by this time, the
estimated Compensation of Price Difference of Main Materials shall be added RMB 1,250,000
yuan( 7,094,000/85% X 15% )

2.2  Electromechanical Equipment:
The purchase of main electromechanical equipments was completed. The expenses of purchase
and storage with the amount of RMB 835,000 yuan (33,400,000 X 2.5%) shall be counted.

2.3 Expenses of the contractor caused by delay of project

Firstly, the construction equipment used on the site by the contractor was valued conservatively
at more than RMB 5,000,000 yuan, considering the 10% residual value and 10 years
depreciation period, the monthly depreciation cost is RMB 37,500 yuan. Secondly, there are
average 300 construction personnel working on the site whose average monthly salary is t
RMB 800 yuan, the total monthly salaries of them will be RMB 240,000. These added
expenses mentioned above will be undertaken averagely (50% for each one) by the project
owner and the contractor since it is difficult to determine their default to the 11 months delay.
The sum of added investment caused by the reason is RMB 1,526,000 yuan (277,500 X 11 X
50%).

To sum up, the investment added in item 2 is RMB 3,611,000 yuan
(1,250,000+835,000+1,526,000).

3. Total Excess over Original Budget Estimate

In conclusion, an amount of RMB 45,010,000 yuan (41,399,000+3,611,000) will be added
according to a conservative estimate.

In order to ensure carrying the project out successfully, the project owner should get ready to
increase reinvestment.

Changjiang Water Resources Commission Supervise Centre Langxiang Project Supervise
Station
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