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Acronyms and Abbreviations  

ADB  Asian Development Bank 
AEAI  Advanced Engineering Associates International, Inc. 
AGE  Afghan Gas Enterprise  
ANA  Afghan National Army 
ANP  Afghan National Police 
APPF   Afghan Public Protection Force  
ARDS   Afghanistan Reconstruction and Development Services  
COB  Close of Business  
COP  Chief of Party  
DABS  Da Afghanistan Breshna Sherkat 
DG  Deputy General  
E&Y  Ernst & Young 
GIRoA  Government Islamic Republic of Afghanistan 
IADC   International Association of Drilling Contractors  
IL  Implementation Letter 
IMF  International Monetary Fund 
IPP  Independent Power Plant  
MEW  Ministry of Energy and Water 
MoC   Memorandum of Collaboration    
Mod  Modification  
MoE  Ministry of Economy  
MoM  Ministry of Mines  
OAA-IP  Office of Acquisition and Assistance – Implementing Partner 
OAPA   Office of Afghanistan & Pakistan Affairs   
OPIC  Overseas Private Investment Corporation 
SGDP  Sheberghan Gas Development Project  
SGGA  Sheberghan Gas Generation Activity  
SMG  Sheberghan Management Group 
TDY  Temporary Duty 
USAID  United States Agency for International Development  
USG  United States Government  
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1 COUNTRY TEAM STAFFING  

Expatriate Staff Functional Title 
Ernest Gerloff Chief of Party (confirmed by USAID July 30, 2012) 
Richard Tainton Deputy Chief of Party (Acting) 
Dave Davis  Director, Security and Transport 
Dan Potash Financial Modeling Specialist 
Wayne Register  Procurement/Contract Specialist 
Michael Scholder Institution Building Advisor 
Stroud Kelley Leader, Legal and Regulatory Team 
Key Afghan Staff Position 
Eng. Zalmai Deputy Co-Director, Joint Gas Working Group  
Sher Rahman Mohmand Customs Specialist & Training/Capacity Building Coordinator 
Ahmad Farid Naderi Deputy Operations Manager 
Naimatullah Kohsar Deputy Energy Manager 
Shaista Labib Deputy Procurement Manager 
Shokrullah  Poyan Senior. Project Associate  
Mohammad Bahir Electrical Engineer/AutoCAD Specialist 
Amanullah Khan Deputy Director, Security 
Daud Masjidi Sr. Administrative & Financial System Specialist 
Muzhgan Waseeq Manager, Office of Chief of Party 
Farida Hamidi Administrative Program Coordinator 
Khusraw Razbaan Ahmadzai Manager, IT and Facilities 
Razia Rasooly Manager, Human Resource and Training 
Atiqullah Besmil Manager, Finance and Disbursements  
Hanifullah Aziz Manager, Procurement and Contracts 
Abdul Haleem Manager, Security and Transport Control Center 
Asadullah Rasuli Manager, Travel and Administrative Transactions 

2 SECURITY 

APPF provides static and movement security within Kabul, supported and controlled by internal AEAI 
security personnel. From July 21 to July 24, 2012 a field mission to Sheberghan was conducted with 
security provided by existing security personnel, closely supported by ANA and ANP in Sheberghan. 
Indications are that direct support from ANA and ANP in Sheberghan will not be easy to obtain again 
and alternative security resources will be used for future missions. 

3 COMPLIANCE REVIEW  

During June 2012, the audit firm, Ernst & Young, under a USAID-funded contract undertook a review of 
AEAI/SGGA Task Order compliance with the requirements specified in OAA Notices OAA-IP-2012-008 
and OAA-IP-2012-013 dated April 7, 2012 and May 31, 2012 respectively.  SGGA management and 
staff met with the E&Y team to provide of copies all documents requested by E&Y, and responded to all 
E&Y questions. 

The following statement was provided to E&Y to explain continuing SGGA use of local procurement 
contracts and arrangements that were entered into under earlier USAID-funded Task Orders with AEAI: 
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“AEAI/SGGA is transitioning from a multi-Task Order Administration System to a SGGA- specific 
Administration System. The completion of this transition is on-hold pending a long-delayed Modification 
of the SGGA Task Order to reflect the requirements of USAID-GIRoA Implementation (IL) Letter No. 
One. The IL was finally accepted by the Ministries of Mines and Finance on May 26, 2012.  During this 
continuing transition period, SGGA depends on and is funding sub-awards of earlier AEAI Task Orders.  
Most or all of these "inherited" sub-awards will be re-competed once USAID confirms actual SGGA 
performance requirements through the mentioned Modification of the SGGA Task Order.” 

On June 27, AEAI Headquarters approved a SGGA Task Order Normalization Plan that provides for 
SGGA Employment Agreements be entered into promptly with Afghan staff still working under now 
expired-AEAI Task Orders and the re-competition under SGGA requirements of all local procurement 
contracts and arrangements that were entered into under earlier USAID-funded Task Orders with AEAI. 
During late June and July, the SGGA staff worked to implement those contractual and other 
modifications. 

4 REVISION OF THE SGGA SCOPE OF WORK 

On June 20, AEAI/SGGA received a letter from the Contracts Officer concerning a Change Order and 
Revision of the SGGA Scope of Work, (Mod 1). A response by AEAI/SGGA was requested and then a 
formal Scope of Work Mod. 1 proposal was submitted on July 19.  

On July 24, a presentation on the status of the Sheberghan Gas Generation Project to date and other 
“burning issues” needing attention was given to Mr. Larry Sampler, Principal Deputy Assistant to the 
Administrator & Deputy Director of the Office of Afghanistan & Pakistan Affairs (OAPA) of USAID. As a 
result of that discussion, a meeting was scheduled for July 26 to review the formal Mod. 1 proposal 
delivered on July 19.      

The July 26 Mod. 1 proposal review meeting was held at USAID offices to receive their feedback. In 
attendance for USAID were Michael Ashkouri, Esq., Deputy Director for Operations, Office of 
Acquisition and Assistance; Sam Nagwere; John Stich; and Thomas Kaluzny, P.E., Chief Natural 
Resources Division, Office of Economic Growth and Infrastructure.   

USAID determined that there was a significant deviation from the original scope of work, which had to 
be essentially maintained. The timing of the work will remain in two phases, the Phase I ending in June 
2013 and an optional Phase II, at USAID’s direction, for an additional 18 months thereafter. The 
proposed new Objectives 5, 6, and 7 would have to be eliminated and all work would have to be 
performed under the original budget including the environmental review, which would be folded into 
Objective 3. One variance was the inclusion of external transaction advisors for Ministry of Mines 
(MoM) and DABS who would have to be funded under the original budget with a transaction advisor 
cap of $ (financial information omitted). The SGGA team was requested to provide a new Mod. 1 and 
Budget no later than August 7, 2012 that was consistent with the terms discussed.  

5 PROGRAM ACTIVITIES DURING JULY 
5.1 General Activities 
a) The SGGA team continued the expansion of working relationships with MoM, AGE, MEW, 

DABS, MoF and ARDS: 
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• Attempts to work with MoM have become now effective as desired – the relationship has 
improved dramatically. The replacement of the former Chief of Party may have been a 
contributing factor. Instead of limited access to one part time staff previously assigned by 
the Director General, the SGGA team has access to the MoM Director General and 
relevant Deputy Minister, as Project counterpart. Efforts are underway to open joint staff 
MoM/SGGA offices in MoM under the SGGA Task Force concept. 

• The formation of effective joint operations with DABS is well under way; and  
• MEW joint operation is  progressing;   

b) Richard Tainton and Eng. Zalmai made a site visit to Sheberghan and Mazar-e-Sharif on 22nd 
to 24th July of July 2012 to evaluate drilling options and institutional capacity at Oil and Gas 
Survey and Afghan Gas Enterprise. They visited the Bashikurd and Juma gas fields, reviewed 
the existing facilities of Afghan Gas Enterprise, the General Directorate of the Oil and Gas 
Survey (the former Northern Hydrocarbons Unit) and DABS to develop closer working 
relationships for the benefit of all Sheberghan Gas to Power Program stakeholders.  Richard 
Tainton made a presentation to the Deputy Minister of Mines, Mir Sadat, on the results of his 
review for use in their work efforts.  

c) Richard Tainton had meetings with USAID and the Director General of Policy and Promotion, 
MoM to give feedback of meetings held with Schlumberger and Weatherford. A number of 
issues of concern were raised by the drillers at these meetings; namely: 
• the contract form was not based upon the Oil Field Standard Contract or the International 

Association of Drilling Contractors (IADC) 
• Arrangements should be made to order the long lead items such as casing and other 

tubular goods as soon as possible 
• The mobilization of a rig for the drilling of new wells could be challenging; this could take up 

to 6-8 months 
• Procurement of the re-work/rehabilitation work on the wells should be conducted 

independently of the drilling contract. 
d) In response to a request from OPIC, USAID instructed SGGA to prepare plans for retaining 

legal transaction advisors to represent and build capacity in the two GIRoA-affiliated entities, the 
Ministry of Mines and DABS, in connection with the key commercial transactions that will be part 
of the gas to power plan.  Following a series of meetings and teleconferences among OPIC, 
USAID, and SGGA, final plans are being made to bring the retention and management of these 
advisors under the pending Task Order modification and budget. 

e) The financial model was distributed to ContourGlobal and OPIC and to Allen Eisendrath, Acting 
Office Director & Energy Division Chief, USAID Office of Energy & Infrastructure. A few 
questions were received by Alex Krakovsky of Contour Global but no comments were offered.  
The financial model was discussed in a Video TelCon with OPIC and Alex Thier, et al., in 
Washington and USAID staff in Kabul on July 2.  It was agreed that the model would be 
considered to be a “teaching tool” for capacity building with GIRoA counterparts and not 
construed to convey any negotiating points for the investors or the donors.  A brief exposition on 
Financial Modeling was delivered to Jalil Jumriany on July 11th, and he requested a report on 
regional models to avoid mistakes made in other countries.  Several meetings on financial 
viability were held with MoM junior staff regarding the model, due to the lack of senior staff at 
MoM with time to receive financial analysis training and to own the modeling task. Initial 
financing modeling was completed for power transmission and distribution components vitally 
needed to judge the Gas Operation’s sustainability and viability of gas pricing.  DABS substation 
data and prior load estimations were developed into a daily load curve to check the hourly 
production of the plant. Also, Allen Eisendrath while on TDY in Kabul in July contributed a study 
of IPP’s in South Asia which will add valuable benchmarking data.   
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f) A presentation was compiled to summarize the approach of the SGGA to provide Transaction 
Support to GIRoA entities involved with the Sheberghan Gas Development Project. The 
presentation was given to Mr. Chuck Drilling of USAID prior to sending it to the investors and 
lenders.  

g) At the July 24 presentation with Mr. Larry Sampler the other “burning issues” considered were: 
• AEAI’s request for consent to subcontracting gas well drilling and rehabilitation advisory 

and oversight service by Senergy Oil and Gas, Ltd., which was included as a prospective 
sub-contractor in AEAI’s original SGGA proposal; and 

• The need for a Letter of Indemnity from MoM as a liability acceptance in order to execute a 
contract with AEAI and its proposed subcontractor, Senergy. 

It was discovered that the e-mail sent to USAID regarding the Letter of Consent Request to Subcontract 
with Senergy was apparently never received. So, neither the Subcontract nor the Letter of Consent 
Request had been reviewed by USAID. Also, a vetting form was required for the subcontract. It was 
agreed that USAID would provide a vetting form and the Subcontract and the Letter of Consent 
Request would be re-submitted. 

Larry Sampler also agreed to support the effort to obtain a Letter of Indemnity from the MoM. 

5.2 Sheberghan Working Group  
The next Sheberghan Working Group Meeting is scheduled for 12th September 2012. The meeting has 
been delayed due to the Holy Month of Ramadan. The venue and time for the meeting is still to be 
finalized.  

5.3 MoM - SGDP/IL and Other Gas Supply Elements of the Gas-to-Power 
Initiative (Program) 

a) Draft Implementation Letter (IL) – The first Ministry of Mines submission of three packages of IL 
conditions precedent was submitted to MoM for staffing on July 11th.  It features seven of the conditions 
precedent, nearly half of the overall fifteen.  The second submission has made very good progress as 
well.  Three of the five conditions precedent within submission two are in final review or require only a 
minor action from MoM and should be completed between the end of July and early August.  
Additionally, the sustainment of operations and staffing and vacancy plans are being circulated for 
comment. 

b) Bashikurd/Juma Gas Field Development Tender – During July the SGGA staff worked extensively on 
the Senergy request for consent template to assist corporate with submitting the request to USAID.  
Senergy is needed soon to finalize the tender work statement.  The SGGA staff briefed MoM DG of 
Policy and Investment on the revised tender strategy based upon industry market research and he 
concurred with a 4-part tender so that we can break up critical path requirements.  We also briefed 
USAID and provided them with the latest details.   

5.4 MEW Work  
MEW’s Planning Department was setting up the offices for the Joint MEW-AEAI team with completion 
expected in July, but is now delayed slightly due to summer vacation schedules.  

5.5 Meetings with DABS  
The SGGA staff continued to meet with DABS SMG representatives on several occasions to discuss 
various issues related to the Sheberghan Gas to Power Program implementation. AEAI has outfitted 
and moved into an office in the DABS building and is working regularly with designated DABS staff.  
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5.6 Capacity Building & Sustainable Institutional Development  
Most joint capacity building and sustainable institutional development activities are on hold pending the 
Modification of the SGGA Task Order.  

6 STATUS OF DELIVERABLES  

As indicated in every monthly report since April, AEAI must defer the final preparation of deliverables 
until Sections C and F of SGGA are revised to reflect the evolved scope of USAID support of the Gas-
to-Power Program. Significant preparatory work continues that it is anticipated to permit early 
submission of front end deliverables soon after the Sections C and F are finalized. AEAI received on 
June 20 from USAID a draft Scope Mod (Sections C and F) with a request to respond by COB June 23. 
AEAI requested extension of the deadline to July 17 for several reasons including the participation of 
the new COP in the Scope Mod work.   

7 IMPORTANT GENERAL ISSUES TO BE ADDRESSED  

1) Memorandum of Collaboration (MoC) -  As stated in the April and May monthly Reports. USAID 
has agreed to have all parties sign an updated MoC once the Implementation Letter is signed.  – 
The original MoC that was signed in September 22, 2011 in Washington by four of the 
Sheberghan Gas-to-Power Stakeholders. Key objectives of the proposed updated MoC are the 
incorporation of final information regarding USAID’s now final Sheberghan Gas Development 
Project design, and the inclusion of all key Stakeholders as Signatories of the MoC. Even more 
importantly, AEAI believes that discussing and agreeing the Updated Memorandum of 
Collaboration with MoM, MEW, MoE and DABS in the presence of AEAI led by senior USG 
representative, preferentially at the level of Ambassador, is a critically important relationship 
building and commitment-reaching act. This action was agreed in principal by USAID/Kabul, but 
the implementation is still pending. 

2) Sovereign Guarantee – As stated in the May report, during prior meetings in Washington with the 
World Bank it was determined that the willingness of the IMF to agree to an exemption opening 
the path for a sovereign guarantee to be granted depended largely on the “commercial quality” of 
the projects within the Sheberghan Gas to Power Program. Specifically, if the projects within the 
program are deemed commercially viable and sustainable and if the supply of electricity resulting 
from the program underpins economic growth within the service area, both the World Bank and 
the IMF should be inclined to support the program. In subsequent meetings OPIC indicated that 
alternate risk mitigation mechanisms could be sought.   

3) There is significant liability inherent in gas well drilling and completion and the almost universally 
accepted standard is that the risk should be borne by the owners of the hydrocarbon rights and 
not the Contractor that provides drilling and completion services. This matter has been discussed 
with top officials in the Ministry of Mines. The SGGA Legal & Regulatory Specialist completed a 
draft indemnity agreement for Ministry of Mines' consideration. The form and content of the 
indemnity agreement were agreed by AEAI counsel and external counsel. The draft indemnity 
agreement will be submitted to MoM, after approval by USAID, as well as a memorandum 
explaining the industry indemnity arrangements. The drafting of the explanatory memorandum is 
underway. 

4) This liability acceptance is a prerequisite to executing a contract for AEAI and its proposed 
subcontractor, Senergy, to be able to take on behalf of the MoM the responsibility to oversee the 
gas well drilling contractor. The drilling and oversight work cannot be done without satisfactory 
resolution of liability allocation.  
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5) Structure of the gas well drilling tender – based on information obtained and conclusions drawn 
from the well drilling industry meetings held during the June 21-22 timeframe, the gas well drilling 
tender should be restructured to allow reasonable implementation schedule accounting for the 
long lead time required for a 2000 horse power drill rig and Cr alloy tubing and other equipment 
that must be resistant to H2S. The tender or packages on the tender should be tendered under 
the Hydrocarbon Law and not as a “construction contract” as it is currently framed. The drilling 
contractors indicate that they will not accept the contract as currently presented and indicated that 
they have annotated their bids to the recently tendered ADB-funded well work over procurement 
that has been tendered under the same framework as the proposed USAID-funded well drilling 
and work over tender. This however would require rework of the tender and re-approval of the 
documents.   

6) Sustainability Plan – –The first draft of the sustainability plan has been completed. The document 
is currently being reviewed internally by AEAI prior to discussing with the MoM. Other deliverables 
such as the Staffing Plan, the Operation Manual are also in their draft stage.  

7) MoM operations – The cooperation of MoM over the last month has been very positive and much 
progress has been made with the implementing a suitable structure and staffing of the SGGA 
Task Force.     

8 KEY AEAI IMPACTS  

SGGA continued to work on satisfying the IL Conditions Precedent with strong cooperation from MoM. 

SGGA continued to interact with DABS on a regular basis to present and discuss issues relevant to the 
Sheberghan Gas Development Project. 

AEAI established operational joint Project office in DABS with strong and continuous engagement of 
DABS staff and the DABS SMG. This was clearly demonstrated during the Sheberghan Working Group 
Meeting held on June 19, during which AEAI and two members of the DABS SMG made joint 
presentations. 

9 CONSTRAINTS ENCOUNTERED  

There is some uncertainty about the final approval and timing of the revisions of Sections C and F of 
the SGGA Task Order that affects the deliverables and the Conditions Precedent in the above 
mentioned Implementation Letter No. 1. It appears from the discussions that there is a clear meeting of 
the minds on the key points for Mod. 1., which should facilitate a timely finalization.    

Another serious constraint to project progress is the needed approval from USAID for SGGA to sub-
contract with Senergy, to enable essential technical engineering support such as drafting specifications 
for the drilling contract and the long lead item needed for the wells.  

10 KEY PENDING AND UPCOMING USAID ACTIONS  

1. As soon as possible approve adjustments in Sections C and F of the Task Order and conclude 
Mod.1. 

2. Continue to anticipate and be prepared to respond promptly to AEAI request for consent to 
subcontracting gas well drilling and rehabilitation advisory and oversight services with Senergy Oil 
and Gas, Ltd.  Senergy was included as a prospective sub-contractor in AEAI’s original SGGA 
proposal.  
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