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@) Details of the quantitative risk analyses which have been conducted by
the Corporation to determine the project programme providing for completion
of the Hong Kong section of the Guangzhou-Shenzhen-Hong Kong Express
Rail Link (“XRL") project within an estimated period of approximately five and
a half years, from contract commencement on 26 January 2010 to an estimated
handover date of 4 August 2015.

As Mr. Leong has explained during the public hearing on 15 July 2015, the
Corporation has historically used a ‘qualitative’ approach rather than a
‘gquantitative’ approach to schedule risk management for projects, including
the XRL project. The project team, acting in accordance with our PIMS, has
detailed processes in place to identify risks relating to the project schedule. A
gualitative approach, such as this, is not unusual for a project of the size and
complexity of the XRL and is considered to be fit for purpose, as has been
borne out in a number of internal and external audits and reviews of our
overall project management system.
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(b) A comparison of the monitoring and control adopted by the Board of the
Corporation for the XRL project under the concession approach with those for
the other railway projects which are not implemented under the concession
approach in respect of works programme and project cost.

As Mr. Leong has explained at Paragraph 90 of his Written Statement
produced at the public hearing on 15 July 2015, under the XRL Entrustment
Agreements entered into with the Government, the Corporation is required to
act in accordance with its management systems and procedures, as may be
updated from time to time, in areas including:

(1) organisation and management responsibilities;
(2) project management and control;

3) procurement; and

(4)  commercial settlements.

The monitoring and control processes adopted by the Board of the
Corporation in relation to ‘ownership’ and ‘concession’ projects (including the
XRL) are, accordingly, materially the same, allowing for the fact that a
separate monitoring and approval process is undertaken by the Government
and its appointed consultants in accordance with the provisions of the XRL
Entrustment Agreements. In the case of both ‘ownership’ and ‘concession’
projects, up until April 2014, the Board relied primarily on regular reports and
presentations submitted to it by the Projects Director, who is accountable to
the Chief Executive Officer and the Board for the delivery of all major
construction projects undertaken or managed by the Corporation.
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(c) Paragraph 98 of the Written Statement of Mr Lincoln LEONG Kwok-kuen,
Chief Executive Officer of the Corporation, formally produced at the hearing on
15 July 2015 mentions that Jacobs China Limited (“Jacobs”) performed a total
of over 250 audits between January 2010 and April 2014 on the XRL project.
On 12 January 2010, Jacobs informed the Highways Department that
according to its further review report no. G/3152/213/069 review on
Consultancy Agreement No. C801 Civil and Structural Scheme Design Report
Geotechnical Engineering Report (Deliverable No. 2.4A) for WKT, three of the
additional observations made on the review were considered critical which
needed the Corporation’s earlier attention (see Annex). Please advise whether
Jacobs has sent the relevant observations to the Corporation for
consideration. If yes, details of the three observations which are considered
critical by Jacobs.

The Corporation has, throughout the construction of the Project, promptly
responded to all observations and issues raised by RDO and Jacobs. As the
Jacobs’ letter referred to in your Annex was sent to RDO, we have enquired
with RDO. We understand that RDO considers that comments on review
reports by M&V Consultant may contain commercially sensitive information,
the disclosure of which may prejudice Government’'s position in the
negotiation/settlement of claims with the contractors. Therefore, RDO
considered necessary to keep the information confidential.
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(d) Paragraph 59 of Mr LEONG’s statement mentions that certain design
changes have led to delays of the XRL project. Please provide the number and
details of the design changes in respect of Contracts 810A, 810B and 811A up
to April 2014.

The information requested is confidential, the disclosure of which may
prejudice the negotiations between the Corporation and our contractors. We
therefore cannot provide details.

Nevertheless, the Factual Annexure to the IEP Report mentioned that, up to
June 2013, Contract 810A had received 13,513 revised drawings which
included layout changes, additional H-piles and changes to the structural
steelwork. Most of the revised drawing changes were, however, minor in
nature, relating to correction of typos, clarification of discrepancies and
providing additional details.
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(e) Paragraph 178 of Mr LEONG’s statement mentions that the Corporation
has since 2006 established an XRL Project Steering Group (“PSG”), which has,
and remains, focused on all aspects of preparation for operational readiness
of the XRL. Please provide details of the work of PSG in relation to
preparation for operational readiness of the XRL.

The PSG was established prior to the rail merger in 2007 to prepare for the
construction of the XRL. The PSG, under the chairmanship of the Senior
Director — Capital Projects of the Kowloon-Canton Railway Corporation
(KCRC), with representatives from the relevant departments of KCRC and the
Corporation, was responsible for:

(1) leading the Project through the feasibility and deal making stages;

(2) engaging with senior officials of the Hong Kong Government, the then
Ministry of Railway and other key stakeholders;

(3) resolving major technical, financial, commercial, legal and interface
issues; and

(4) reporting and making recommendations to the CEOs and Boards of
KCRC and the Corporation.

The PSG continued after the rail merger and has been chaired by the Projects
Director of the Corporation since December 2007.

In March 2015, the Operations Director of the Corporation took up the
chairmanship of the PSG so that the PSG can focus on dealing with pre-
operation related issues, which have become critical for the successful
opening of XRL. Since then, the primary function of the PSG has been to
direct and oversee the work of the Corporation’s various specialist teams in
preparing for all aspects of future XRL operations. Such operational aspects
include:

(1) procurement of rolling stock, and recruitment and training of drivers;

(2) liaison with relevant officials of the HKSAR and Mainland Governments
as well as Mainland railway interfacing parties over operational, technical,
legal and commercial issues; and

(3) preparation of relevant operational agreements.
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()] Paragraphs 45 to 48 of Mr LEONG’'s statement mention that
unfavourable ground conditions is one of the reasons for the project delay.
Please provide details of the delay recovery measures which have been
carried out by the Corporation to mitigate the delay arising from unfavourable
ground conditions up to April 2014.

Examples of the DRMs that have been carried out by the Corporation to
mitigate unfavourable ground conditions include:

(1) When the site of Contract 811A encountered an increased amount of
marine deposit during excavation, the tunnel earth mat was relocated
from the critical area at the Mong Kok West Ventilation Building (MKV).

(2) The presence of substantial additional corestones and unexpected
wide-spread underground utilities at the south section of the Contract
811B site affected the diaphragm wall construction and also the north
flip of Jordan Road. An alternative temporary traffic management to
divert the Jordan Road southwards was adopted.

(3) The Lin Cheung Road Underpass was constructed by a top-down
method instead of the conventional bottom-up method, in order to
address the challenge highlighted in (2) above.

(4) The presence of substantial additional corestones at the north section of
the Contract 811B site also affected the construction of diaphragm wall
and completion of the cut-and-cover tunnel. To allow earlier
commencement of the remaining diaphragm wall construction, a traffic
deck was installed.

(5) The presence of substantial additional corestones and higher-than-
expected rockhead at the south east area of the Contract 811B site
affected the timely completion of the Back-of-House Area of the West
Kowloon Terminus (WKT). 15 numbers of additional socketed H piles
were installed in strategic locations in the WKT area.
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(g) Paragraph 72 of Mr LEONG’s statement specifies seven forms of delay
recovery measures which have been developed and implemented on most of
the Civil Works contracts. Please provide further information, up to April 2014,
on:-

) the percentage of increase in cost by adopting the delay recovery
measures (e.g. the increase in cost as a result of using additional
labour resources); and

(i)  the actual cost breakdown of each form of delay recovery
measure which has been implemented.

This information is commercially sensitive information and not appropriate for
disclosure in order not to prejudice the interests of the Corporation and the
Government in negotiations with contractors.
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