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Ad justment Report for the budget of Jiangxi Taojiang
(Fengkengkou) Power Station

1. Brief instruction of the report

In November 2003, the Developing and Planning Committee of Ganzhou City approved the “The
instruction of reviewing the primary design of Fengkengkou (Taojiang) power station of Xinfeng
County” which was completed by our institute in Sep 2003. The primary design plan was agreed to be
continually adopted in the project and the project budget was adjusted to 136 million Yuan. The
construction of Taojiang Power Station started from Sep. 2003.

At present, great changes of construction, equipments and immigrant compensation occur during the
construction of Taojiang Power Station which give rise to typical investment change. Therefore, our
institute adjusts the budget of Taojiang project as follows in accordance with our regulations and the
requirements of the project owner Ganzhou Yuenjiangyuan Power Investment Co., Ltd.

1) Introduction of the project

Jiangxi Taojiang (Fengkengkou) Hydro Power Station is located in Tieshikou Town, Xinfeng County
of Ganzhou City, Jiangxi Province. The project which lies at east longitude 114°52' and north latitude
25°09' covers a drainage area of 3,679 km2 with average annual runoff of 3.185 billion m3 and the
average annual flow of 101m’/s. The total installed capacity of the station is 25MW and it has a
normal reservoir level of 174 m. The reservoir’s annual usage time is 3,116 hours and the average
annual generation of electricity can approach to 77.90 million kWh.

2) The Principal and evidence of the repoxt
Project division, charge composition and calculation criteria, quota of construction and the equipment
installation should be executed according to the proposed primary review plan.

The economy evaluation which is based on the budgetary investment is carried out in according to
“The methodology and parameters for the economy evaluation for construction project” issued
by State Planning Committee and it refers to SL72-94 “The criterion for economy evaluation of Water
and Hydroelectric Projects” of Ministry of Water Resources as well as the present national financial
and taxation system.

The economy evaluation calculates the expense and income of the project and evaluates the financial
feasibility of the project from the angle of the financial accounting of the hydropower station project
under the present national financial and taxation system.

2. Budget Adjustment

The assignment and the scale of the project construction regulated in the primary design of the
Taojiang Power Station still fit project conditions and identify with relevant requirements. Now based
on the “The instruction of reviewing the primary design of Fenglkengkou (Taojiang) power station of



Xinfeng County” issued in Sep. 2003, we make some adjustments to the budget of Taojiang Power
Station project under our present regulation and criterion according to the actual change of
construction, equipments and immigrant compensation.

Immigrant Compensation

The government of Xinfeng County takes on thirty million for the immigrant compensation according
to the agreement between Ganzhou Youenjiangyuan Power Investment Co., Ltd and Xinfeng
Government. However, six million Yuan is required to be added by the government as the immigrant
settlement compensation. Land submergence compensation, road and wire building for the immigrant
village are demanded by dam working teams of Xishui Town which is estimated fo be 5.3 million
Yuan.

Project Construction

During the digging course of power station, the geological condition isn’t qualified through
examination. Digging must be continued until it approaches to the design criterion. 121,000 cubic
meters of stone excavation and 40,000 cubic meters of concrete filling are increased in the project
which is estimated to cost 9.5 million Yuan.

Hydraulic generator and other devices

To meet the construction requirement of the hydraulic power plant in countryside, Taojiang power
Station adopts the hydraulic generator sets produced by Sichuan Dongfang electric machinery
corporation, and selects the advanced accessory device. Therefore, fund for the hydraulic generator is
to be added to 14 million Yuan. Besides, to meet the modern industrial requirements of “nobody on
duty, seldom people monitor”, automation monitoring and protection system and industry television
system are added by Taojiang Power Station which will cost 1.9 million Yuan.

The quantities of the following material are added: 180 tons of cast steel component for bob-weight,
50 tons for 8 arc doors, 13 tons for examine strobe, 58 tons for tail water accident door, and 26 tons
for trash rack rake in water entrance. The increasing quantity of material make the material cost
increase by 2.5 million Yuan.

New added projects

Two million yuan will be added to for the roads to plant.
Two million of temporary project expenses such as Plant decoration fee, flood-proof pool and etc.

Delay of the construction period

The time limited for the project of Taojiang Power Station is postponed because of the flood, delay of
equipments and other reasons. It is estimated to add 5.8 million of bank loan and management cost.



3. Table for the budget increased

The total investment after the adjustment is 185 million, 49 million more than it is in “The instruction
of reviewing the primary design of Fengkengkou (Taocjiang) power station of Xinfeng County”. The
annual power generation is 77.90 million kWh. The dynamic investment is 7400yuan/kw and the
dynamic investment for unit is 2.37yuan/kwh.See the table below for details:

Increased budget for Taojiang Power Station

No Items Tncreased Amount (RMB in million)
1 Immigrant compensation 11.30
2 Project Construction 9.50
3 Quantity of material 2.50
4 Generator sets and equipments 15.90
5 New added project 2.00
6 New added temporary project 2.00
7 Delay of the construction 5.80

Total: 49 million Yuan

4, The adjustment of economy evaluation

The economy evaluation will be completed via the method in the primary report, but the investment
proportion is not adopted. The benchmark IRR for financial evaluation is 10%.

Investment in fixed asset for the project is adjusted to 185 million Yuan. VAT is 6%, income tax for
enterprises 33%, lifetime including construction is 30 years. After analysis, inverse calculated tariff is
0.385yuan/ kWh. According to “Notification for regulate the tariff to avoid the conflicts of grid price
of Jangxi power grid” issued by Development and Reform Commission of Jiangxi Province on June
2004, this tariff is higher than average.




