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Acronyms and Abbreviations

ADB Asian Development Bank

AEAI Advanced Engineering Associates International Inc.
AFMIS Afghanistan Financial Management Information System
AGE Afghan Gas Enterprise

AISA Afghan Investment Support Agency

APPF Afghan Public Protection Force

ARDS Afghanistan Reconstruction and Development Services
CAD Computer-Aided Design

CCO Chief Commercial Officer

CFR Code of Federal Regulations

CO0 Chief Operating Officer

CP Conditions Precedent

DABS Da Afghanistan Breshna Sherkat

DG Director General

E&Y Ernst and Young

EPLS Excluded Parties List System

GIR0A Government Islamic Republic of Afghanistan

GPS Global Positioning System

IADC International Association of Drilling Contractors

IL Implementation Letter

IPP Independent Power Plant

MHI Manitoba Hydro Incorporated

Mod. Modification

MoF Ministry of Finance

MoM Ministry of Mines

0&GS Oil and Gas Survey

OFAC Office of Foreign Asset Control

OFM Office of Financial Management

PMO Project Management Office

PPA Public Private Alliance

PR Public Relations

SGDP Sheberghan Gas Development Project

SGGA Sheberghan Gas Generation Activity

SLD Single Line Diagram

SMG Sheberghan Management Group

UN United Nations

USA United States of America

USAID United States Agency for International Development
VTC Video Teleconference
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1 COUNTRY TEAM STAFFING

Expatriate Staff Functional Title

Ernest Gerloff Chief of Party (confirmed by USAID July 30, 2012)

Dave Davis Director, Security and Transport

Dan Potash Senior Finance Advisor

Wayne Register Senior Procurement Advisor

Michael Scholder Senior Transactions Advisor

Stroud Kelley Senior Legal and Regulatory Advisor

Key Afghan Staff Position

Eng. Zalmai Deputy Co-Director, Joint Gas Working Group

Sher Rahman Mohmand Deputy Director of Gas Tasks Force, MoM

Ahmad Farid Naderi Deputy Operations Manager

Naimatullah Kohsar Deputy Energy Manager

Habibullah Mokhlis Drilling Engineer (Sheberghan)

Shaista Labib Deputy Procurement Manager

Shukrullah Poyan Senior. Project Associate

Mohammad Bahir Electrical Engineer/AutoCAD Specialist

Amanullah Khan Deputy Director, Security

Daud Masjidi Sr. Administrative & Financial System Specialist

Moh'd Suliman Kazimi Manager, Finance and Disbursement

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

Hanifullah Aziz Manager, Procurement and Contracts

Abdul Haleem Manager, Security and Transport Control Center

Asadullah Rasuli Manager, Travel and Administrative Transactions
2 SECURITY

Retraining of the APPF guard force assigned to AEAI/SGGA facilities in Kabul has commenced at the
APPF Training Academy. The first group of three guards completed the program on August 26, 2012
and the second group started on August 28, 2012. Guards will be evaluated by AEAI Security
personnel during the following month to determine effectiveness of training.

Movement restrictions were imposed on AEAI international personnel on several occasions during the
month, mainly due to reactions in the Muslim world in the wake of the controversial film produced in the
USA. Even though demonstrations were relatively peaceful, a crowd’s reaction to a foreigner at the time
would have been unpredictable at least. It did not impact negatively on the program.

3 COMPLIANCE REVIEW

Further to the USAID contracted Compliance Review by Ermnest & Young (E&Y) in June 2012, AEAI
received and reviewed the final report from USAID on August 28, 2012. Then AEAI prepared and
submitted a formal detailed response to the E&Y review and delivered it to USAID by September 10,
2012.

Monthly Report Page 1 of 7



SGGA September 1 — September 30, 2012

To better support a response to the indicated areas of improvement, SGGA formed a  Task Group in
late August to vet and update or establish AEAI policies and procedures in accordance with E&Y
recommendations and to develop a formal compliance plan. Those plans include the revisions to its
Field Finance Manual and other steps to assure compliance.

In addition to the progress in August 2012, improvements, such as the following, have been made:

Procurement section improvements were made such as:
e Updated the purchase requisition form (PR) with required descriptions;
e Revised the approved vendors list based on screening on EPLS, OFAC and UN 1267 list for
national and international vendor for purchases;
e Confirmed the procedure of collecting three or more quotations from vendors together with a copy
of each vendors’ business licenses issued by AISA, Ministry of Commerce or Kabul Municipality;
and

e Prepared Evaluation Scoring sheets to evaluate all bids based on objective factors such as
experience, qualifications, scope of work, and financial statements.

In addition, the procurement department is confirming the implementation of office and USAID
requirements for its daily acquisitions with an updated Inspection Check List After Receiving Good &
Service form, verifying the following:

Acceptable Expiration Dates;

Appropriate Product Quality;

Compliance with 22 CFR 228.13 Rule restrictions;

Price received versus quote;

No Violation of Country Restrictions; and

No other restrictions on Goods

SGGA's Procurement department has recently finalized two, new contracts, one for Transportation and
the second for Internet service with annual costs above $ (financial information omitted). The
procurement department verified that it has implemented all the USAID required rules and regulations
for those contracts.

4 REVISION OF THE SGGA SCOPE OF WORK

AEAI/SGGA resubmitted the proposed SGGA modification package to USAID with only minor changes
and submitted an additional budget narrative paragraph. We were just advised that the modification
contract appears acceptable and approved by the Contracting Officer is forth coming.

5 PROGRAM ACTIVITIES DURING SEPTEMBER

5.1 General Activities
Legal And Regulatory Workstream

Gas Workstream - MoM Liaison, Drilling, Environmental

We substantially advanced the preparation of Sheberghan Drilling Program Tenders. This included
translation into Dari of the construction tender (roads, camp, well locations) and development of a list of
prospective local construction companies. We trained staff in GPS use so they could collect the center
line locations for the needed roadway improvements. That trained staff has begun collection of the GPS
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data. We also prepared the well layouts of Bashikurd and Juma gas fields with the proper details and
completed CAD Drawing of GAS Structure map.

We have delivered drafts of the tender document to the Ministry of Mines (MoM) and are working to
obtain comments from MoM in order to produce and submit final drafts of the construction and
drilling/wireline tenders to MoM to collect their final comments, obtain approval and then finalize the
tender materials.

Additionally, there have been presentations of documents and meetings with the Afghanistan
Reconstruction and Development Services (ARDS). The ARDS Procurement Unit assists the Afghan
ministries in various procurement procedures, which includes vetting the tender requirements for the
Afghanistan. The goal of these activities was to persuade ARDS to accept the petroleum industry
standard contract, i.e. the IADC model well services contract, in order to facilitate the bidding and
contract execution phases for the tenders. SGGA also met with Tanka P. Kafle, Advisor to ARDS, about
the incremental bidding approach including model contracts for road, camp, and well-site construction
(National Competitive Bidding, small contracts) and procurement of casing, tubing, wellheads, and
other well equipment (International Competitive Tender, Goods). We have been successful in
persuading ARDS to accept the drafts submitted to date.

The finalization of the tender documents is expected shortly and the advertisement of most of those
tenders should start by mid-October 2012.

Senergy Subcontracting and Indemnity Issues

The involvement of a highly specialized petroleum engineering support is required in fully developing
the drilling tender specifications and overseeing the work of the drilling contractor(s). A subcontract with
a qualified firm, such as Senergy Group Limited (Senergy), is necessary to ensure that the drilling
tender specifications are properly described in the bid materials and that later the actual work by the
drilling contractor is conducted in a technically and financially appropriate way.

Substantial progress has been made in arranging the subcontract with Senergy and its implementation
is expected shortly. We have received consent approval from USAID to subcontract with Senergy as
well as the vetting approval from USAID.

One hurdle to the finalization of the subcontract has been the completion of a mutually acceptable
Indemnification Agreement. Substantial efforts were involved in negotiating a suitable agreement that
protected the involved stakeholders, including discussion with S. Z. Hashemi, chief counsel for Ministry
of Mines, and his staff regarding the proposed indemnity terms. The outstanding issues appear to have
been resolved and execution of the Indemnification Agreement is expected shortly.

With the Indemnification Agreement in place, Senergy can quickly move forward on the drilling
specifications and other matters needed top issue comprehensive tender packages.

Procurement Workstream

The primary activities of the procurement staff in September was the follow-up work on the Conditions
Precedent for the Implementation Letter discussed in Section F. 3. below. Additionally, the staff
provided input for the updated team work plan per USAID request and completed the first draft

of proposed MHI Consultancy Services Agreement.
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Financial Modeling Workstream

The focal area for this staff during September was the capacity assessment and building described in
Section F.6. below.

Also, a presentation version of the economic model was drafted by the financial modeling workstream
staff at the request of DG Jalil Jumriany of MoM to present when MoM, DABS and MEW can all were
available to meet. Later, a meeting was set up with MoM, MEW, and DABS to go over economic model.
Unfortunately, due to a last minute development, DABS and MEW couldn't attend. We will attempt to
arrange that presentation again in October.

Also, following a request from DG Jalil Jumriany, we researched the available regional gas and power
pricing from a policy perspective. Then those results were included in a presentation to DG Jumriany.
He requested further details including source information and requested that we work to arrange a
Study Tour to India regarding those issues.

Risk Management And Transaction Advisor Workstream

During September, this staff was focused on the completion of a full work plan for the SGDP and the
assessment of and recruiting for the additional staff and consultants. One area of need was legal and
economics staffing requirements and candidate sourcing options. We prepared and submitted job
descriptions for recruiting and later reviewed some resumes. We also worked to support solicitation of
external Power Transmission, Distribution and Commercialization experts.

5.2 Sheberghan Working Group

Due to security concerns, the Sheberghan Working Group Meeting was re-scheduled from September
18, to September 26 and finally to October 2, 2012. The meeting invitations were revised and issued.
The meeting will take place at the VTC Center, Afghan Geological Survey; 17:30 PM Kabul Time and
USAID personnel will attend via a second VTC hook up at the US Embassy.

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

Implementation Letter (IL) — During August 2012, SGGA completed and officially submitted 12 of the
15 Conditions Precedent to USAID. These 12 items are conditions precedent to the first disbursement.
Of the remaining 3 Conditions Precedent that are not a requirement for the first disbursement, 2 are
complete and we have begun work on the Human Resources Manual, which will be submitted upon
completion. Although the suspense period for the Human Resources Manual was one year, we hope to
complete it in November 2012, which is less than half the time allowed by the IL.

Following a review by the USAID Office of Financial Management (OFM), SGGA was notified of OFM's
full or partial rejection of many of the Conditions Precedent submittals. A meeting for clarification of the
OFM perspectives on those submittals was held on September 11, 2012. After a discussion with
representatives of the OFM regarding their perspectives on the acceptability of the Conditions
Precedent (CP) submittals, it was determined that the substance of most of the submittals was
acceptable. However, it was necessary to make some cover letter changes or have different signatories
or signature authority designations on the cover letters, as well as provide certain other evidence to
satisfy some Conditions Precedent. SGGA then researched the issues and considered the feedback
from OFM on the other CP gaps and developed a strategy on how to satisfy the OFM concerns.
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Some matters were addressed quickly such as the following 7 items:

1. New detailed cover letter for Minister to sign on package 1;

New detailed cover letter for Minister to sign on package 2;

New detailed cover letter for Minister to sign for the sustainment plan;

Cover letter for the Minister to sign for the Monitoring, Evaluation, and Reporting Plan;
Refreshed SGDP Staffing and Recruiting Plan after researching civil service qualifications; and
6. New cover letter stating the “certification” for ineligible and restricted commodities.

aksrwp

Other CPs required more work, such as:

1. Met with finance officials on the budget book in order to learn how tightly it's controlled for the
purposes of answering the 1391 budget condition precedent. Thereafter, we obtained a copy of
the complete 1391 budget book including Parliamentary stamps in order to submit to USAID for
closing that condition precedent.

2. Located missing bank account login information via an MoF letter that was lost in distribution and
never received by USAID.

3. Continued to investigate MoM'’s status for implementing the AFMIS and eventually determined
that AFMIS is fully operational and are working to obtain a letter to that effect.

In the process of performing this CP work, there were some positive discoveries, such as meeting the
appropriate MoF liaison (Mr. Elyas is the MoF USAID liaison) for future interactions concerning the IL
and tenders. Mr. Elyas will assist in the coordination necessary to finish conditions precedent and
tenders.

We also continued to research Human Resources Manual condition precedent for completion well
ahead of its deadline.

5.4 MEW Work

During September, we had meetings with Madame Zia Gul and Haashim Mujda of MEW regarding
Master Plan impact on Sheberghan IPP. Follow up meeting with Deputy Minister — Energy, Farug was
postponed until 1 October due to Turkmen PPA negotiations.

One key follow-up area is the need to get maps and a clear understanding of MEW and DABS plans for
power evacuation from Sheberghan IPP, and market access limitations, if any.

5.5 DABS Work

There was significant DABS related work during September. We continued collecting statistics on
power demand and a transmission asset inventory. This included acquiring and printing maps, getting
diagrams of the transmission system, and liaising with Afghanistan Energy Information Center. We also
updated the project SLD (Sheberghan power project single line diagram on map layout).

As indicated in Section I. Key AEAI Impacts below, we responded to a request to provide support to
DABS on Turkmen PPA support. As a result, we met several times with the DABS COO, Commercial
Director, and Planning Manager, regarding urgent request for Turkmen PPA evaluation and negotiation
support.

The SGGA staff continued to meet with the DABS SMG representatives on several occasions to
discuss various issues related to the Sheberghan Gas to Power Program implementation. We met with
the Chief Operating Officer, Chief Commercial Officer, Manager of Planning, Eng. Wakil, Eng. Wali
Orya, and Eng. Hayat, the Project implementation engineer, to discuss Gas to Power and load
analysis.
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5.6 Capacity Building & Sustainable Institutional Development

The main focus of the USAID program for SGDP is capacity building. In addition to the numerous
contractual and physical work efforts, there is a substantial work effort planned to prepare all the
relevant GIR0A stakeholders for the direct and indirect structural elements as well as the design,
negotiation, execution and implementation of the numerous documents required to properly establish
the SDGP project.

The capacity building program will focus on the MoM development process enhancement and skills
transfer in the exploration, development, construction, and exploitation and financial operations of the
SGDP and the associated power generation and transmission projects.

This work supporting MoM includes AGE, O&GS or other entities to ensure the development of a
sustainable institution for a reliable and high quality fuel supplier. The capacity building activities for
MoM could include work to determine the proper entities to own and operate the assets; guidance on
gas project evaluation and management; and foundation information on gas sales contracting.

For DABS and MEW, the capacity building could also include guidance on power project evaluation and
management as well as foundation information on gas purchase and power sales contracting. On the
gas and power purchase perspective, tasks include assistance to DABS with financial modeling and
pricing; planning for gas and power businesses; and project finance and Power Purchase Agreement
basics.

SGGA has been working on a number of contract deliverables related to capacity assessment and
building, which will provide greater detail in this area: Objective 1, Deliverables 09, 11, 13. To properly
perform this work, there were several related activities:

e We met with MoM National Policy Advisors, Dr. Jahangir Gabar and Muska Karimi of MoM, as

well as the COO, CCO and HR manager of DABS to map out schedule for Needs Assessment
interviews.

e A questionnaire for Needs Assessment was developed and administered to DABS for information
gathering and process improvement. The effort was successful and improvements will be
incorporated for future assessments. The answers from DABS are also being analyzed.

e With the DABS experience feedback, we developed questionnaires for Needs Assessment for
MoM, Northern Hydrocarbon unit, and Afghan Gas Enterprise.

e The focal person for capacity building at MoM, Dr. Gabar, was clearly designated. Meetings with
him are ongoing and there is good cooperation.

e The Needs Assessment for MoM was administered in Kabul and similar meetings with Afghan
Gas and Northern Hydrocarbon Unit on capacity building and preparation of training needs
assessment questionnaire are being arranged in Sheberghan. A trip to Sheberghan is planned for
the next week or week after for interviews at AGE and Northern Hydrocarbon Unit.

SGGA will coordinate with World Bank and ADB regarding capacity building for MoM and for
commercialization/corporatization of AGE. For that reason, a meeting was held with Ahmad Yama
Aimag, PMO director for ADB'’s program at the MoM. Another point of coordination will be connecting
with Ministry of Commerce in reference to a World Bank-funded program regarding creating industrial
parks. The Industrial Parks will be a customer for gas (from ADB's drilling program with MoM) and
power (potentially from Sheberghan IPP via DABS). Finally, there is a need to coordinate closely with
USAID regarding the anticipated P-TEC program to ensure timely deployment of commercialization and
technical improvements that affect the SGDP.
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6 STATUS OF DELIVERABLES

The SGGA is nearing the completion of the first contract deliverables, which are due between 15 to 21
days after execution of Mod 1. Submission of the earliest deliverables is expected to begin by mid-
October 2012 assuming the modification contract has been approved and we are soon notified of the
effective date.

7/ IMPORTANT GENERAL ISSUES TO BE ADDRESSED

The most pressing issue is the urgency to complete and issue the tenders for the drilling work. SGGA
staff is working very hard to complete the tenders as soon as possible in a very high quality form in
order to attract the best bidders at the best price in the shortest overall time possible. The staff is
dedicated to doing the highest quality work in the least time in order to achieve that goal.

8 KEY AEAIIMPACTS

SGGA continued to interact with MoM on a regular and productive basis to present and discuss issues
relevant to the Sheberghan Gas Development Project. There was a change in primary liaison in
September when Najib Amirzai departed MoM in order to pursue graduate studies in Japan. His
replacements are Dr. Jehangir Gabar and Ms. Muska Karimi and SGGA began orienting Dr. Gabar and
Ms. Muska regarding the SGDP. There were also frequent meetings with Dr. Gabar and Ms. Karimi to
continue our capacity development work.

SGGA continued to interact with DABS on a regular basis to present and discuss issues relevant to the
Sheberghan Gas Development Project. We were requested to assist them regarding the proposed
Turkmen Power Purchase Agreement. Some support was provided as discussed above in Sections F.
5. DABS Work and F. 6. Capacity Building & Sustainable Institutional Development.

9 CONSTRAINTS ENCOUNTERED

Ministry of Mines indemnity letter issuance for AEAI and Senergy is now on the critical path to
executing the AEAI/Senergy contract and Senergy writing the technical specification for the Tender's
drilling/wire-line/procurement lots. Potential for 2 week to 3 week slip in project schedule due to Tender
delay.

10 KEY PENDING AND UPCOMING USAID ACTIONS

Approval of re-submitted IL Conditions Precedent, 1 — 12.
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