01 AUG 1997
BAKUN AGREEMENT NEEDS REVI EW

By: Siti Hawa O hman

KUALA LUMPUR, Aug 1 (Bernamm) -- Certain clauses in the Bakun dam
project agreenent needed to be renegotiated and for Asea Brown Boveri Ltd
to agree to themor it may risk the possibility that sonme other party may
takeg over the construction of the project, an industry source told
Ber nama.

The source contended that the mgjor dispute between Ekran Bhd, the
project nmanager, and ABB, the mmjor contractor, revolved around the clains
for cost overruns and nothing el se.

Wrk on the project is still in progress, including the river
di ver si on.

Al t hough the problem had | ong been di scussed by Ekran and ABB over the
past six months, the source said there are suggestions that ABB is not
satisfied with the current state of negotiations.

A spokesman from ABB, when contacted by Bernama, nmaintained the
conpany's stance that, as the main contractor, it would not nake any
comments publicly while discussions are ongoi ng.

"W regard the discussions with our custoner as being confidential," he
sai d, adding that he hoped the problem would be resolved at their next
nmeeti ng.

Ekran's executive chairman, Tan Sri Ting Pek Khiing, was reported as
saying during the July 24 neeting that another neeting between both parties
woul d be held in two weeks.

Ekran holds a 32 percent stake in project devel oper Bakun
Hydr o- El ectric Corporation Sdn Bhd (BHEC) while the ABB- CBPO consortiumis
t he engi neering, procurenent and construction (EPC) contractor for the
Bakun dam

The ABB- CBPO Consortium conpri ses ABB Bel aga Transm ssion Sdn Bhd, ABB
Power Generation Sdn Bhd and CBPO (Ml aysia) Sdn Bhd. ABB BT and ABB PG are
subsi di aries of Asea Brown Boveri Ltd while CBPO is a subsidiary of
Conpanhi a Brasileira de Projectos e Gbras (CBPO).

Bakun, being of great national inportance, would be greatly affected by
any delay, especially in ternms of costs, but another source said both
parties would take sone tinme before reaching a conprom se.

Al so, things about "oversight" in granting the agreenment as well as the
prospects of having to change contractor, he said would not | ook good on
t he governnent.

Prime Mnister Datuk Seri Dr Mhathir Mhamad yesterday was reported as
saying that there was a possibility that the governnent mght step in if
both parties could not reach an agreenent.

Wirse still, there was also a possibility of breaking the contract and
hire a new contractor should a deadl ock ari se.

Based on the existing agreenment, any cost overrun is borne by BHEC and
not ABB, said Ting.

He told reporters yesterday that there were points in the contract
which tended to favour a single party because ABB was able to claim overrun
costs exceeding the worth of the contract.

Wien asked on the scale of the cost overruns, the source clained that
it nmust be sufficient enough to call for a review

As for the possible project candidates if the existing main contractor
is left out, the source said it could probably be those who had subnmitted
bids at the tender stage, nost of them being consortia conprising both



| ocal and foreign conpanies.

Wiile Ting wants to nake sure that there is a fair deal and that Ekran
and ot her sharehol ders have control over costs, ABB wants to have a free
hand in giving out the sub-contracts.

Ti ng mai ntai ned that 40 percent of the sub-contracts are to be given to
| ocal conpani es of which 240 had al ready registered

"From the | ooks of it, Bakun is not a turnkey project," another source
sai d, adding that under a turnkey project, the contractor will have to
guarantee that there is no cost overruns.

"But how to guarantee if ABB does not have the control and the freedom
to award the sub-contracts?" he questioned.

The proposed RML5.5 billion Bakun hydroel ectric dam project covers
69, 000 hectares, an area said to be bigger than the size of Singapore. --
BERNANMA
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