"USAID | AFGHANISTAN

FROM THE AMERICAN PEOPLE

SHEBERGHAN GAS GENERATION ACTIVITY (SGGA)

Contract No. EPP-1-00-03-00004-00, USAID Task Order No. AID-306-TO-12-00002

SGGA Quarterly Report

(Mod 2, Section F, Paragraph B (3))

Period: July 1 — September 30, 2014
Submitted: September 30, 2014

Prepared by:

Advanced Engineering Associates International, Inc. (AEAI)/SGGA Project Team
1707 L Street, NW, Suite 1030, Washington, DC (USA) 20036
Telephone: 1-202-263-0601

This Quarterly Report is made possible by support from the American People jointly sponsored by
United States Agency for International Development (USAID) and the Government of the Islamic
Republic of Afghanistan. The contents of this Quarterly Report were prepared by Advanced
Engineering Associates International, Inc. and are the sole responsibility of Advanced Engineering
Associates International, Inc. and do not necessarily reflect the views of USAID or the United States
Government.



SGGA July 1 - September 30, 2014

Table of Contents

1 MoMP Procurement Technical Assistance (ODJECHIVE 2) ......cviiiriririrriirrirsr e 1
2 DABS Technical AssiStance (ODJECHIVE 1) ....cvviiiiiirrreee s 2
3 Capacity Development (ODJECHIVES 1 & 5) ....oviiiiriiriisisrers et s 3
4 Policy SUPPOIt (ODJECHIVES 3 & 4) ..ot 5
5  Infrastructure ACtiVitieS (ODJECLIVE 2) ......cviiiiiiiiiis s 6
6 Deliverables Submitted This Period (Section F of Mod 2 and Mod 3)........ccccvrrrnininnnnnnnnne 6

Quarterly Report



SGGA July 1 - September 30, 2014

Acronyms and Abbreviations

AGE Afghan Gas Enterprise

AGS Afghanistan Geological Survey

APA Afghanistan Petroleum Authority

COR Contracting Officers Representative

DABS Da Afghanistan Breshna Sherkat

GIS Geographic Information System

MIDAS Mining Investment and Development for Afghan Sustainability
MoMP Ministry of Mines and Petroleum

0GS Oil and Gas Survey

SGDP Sheberghan Gas Development Project

SGGA Sheberghan Gas Generation Activity

TPAO Turkish Petroleum Corporation

USAID United States Agency for International Development
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July 1 - September 30, 2014

1 MoMP Procurement Technical Assistance (Objective 2)

Progress of Major
Activity

Problems Encountered

Remedial Steps Taken/Recommended

Drilling Contractor
Schedule / Performance.

Confirmed the validity
of Turkish Petroleum
Corporation (TPAQ's)
renewed performance
security with Habib
Bank.

Sheberghan Gas
Generation Activity
(SGGA) prompted
TPAO to submit a
request for US-flag
vessel use
determination of non-
availability to Ministry
of Mines and
Petroleum (MoMP) in
order to ship critical
materials across the
Caspian Sea on non-
US flag vessels.
Confirmed TPAO’s
submission of
evidence of insurance
as required by its
contract.

1)

Due to work delays TPAQ’s
performance security expired
on 17 August, long before
project completion.

TPAO’s nine month contract
time for completion period
expired on 10 September.

The contract required
evidence of insurance within
14 days of commencing, which
technically occurred in March.
No US-flag vessels currently
operate in the Caspian Sea.

TPAO is operating under
unapproved extended
schedules beyond the terms of
the contract's time for
completion and has not
responded to Afghan
Petroleum Authority (APA)
attempts to bring its
performance back to the
requirements of the contract,
or even close.

By letter dated 16 September,
TPAO complained that the
thirty day extension “is not
practically sufficient even for
the mobilization” (of rig). The
letter also requested a longer
contract extension.

1)

SGGA prepared two letters which
APA sent to TPAO, which ensured
that TPAO extended its performance
security prior to expiration. The
security is now extended until July
2015.

SGGA supported APA by preparing
a unilateral 30 day extension notice
which the Minister sent to TPAO,
extending the time for completion
period until 10 October.

After repeated letters prepared by
SGGA for APA to send to TPAO
satisfactory proof of insurance was
provided by TPAO on 1 September.
APA sent a formal request for a US-
flag vessel determination of non-
availability to USAID, Transportation
Office on 17 September. On 25
September, J. Abood, USAID
Transportation Officer, provided a
determination of non-availability.
TPAO finally shortened its rig moves
in accordance with technical
recommendations made long ago by
MoMP as advised by SGGA and cut
21 days off of its schedule. This
action does not significantly address
the massive delays, but provides a
step in the right direction.

SGGA will assist MOMP to prepare
an appropriate response to TPAO’s
complaint of insufficient time, and to
again clarify that TPAO has no
reasonable justification for its
delays.
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2 DABS Technical Assistance (Objective 1)

Progress of Major Problems Encountered

Activity

Remedial Steps
Taken/Recommended

Power Development

Technical Assistance.

o At Da Afghanistan
Breshna Sherkat's
(DABS's) request,
provided technical
information relating to
the memorandum of
understanding it
signed with Turk
Energo for a 50MW
gas-fired power plant
to be located in
Mazar.

1)

No significant challenges
reported during this period.

Economic Modeling.
o Mentored staff

economic model to
analyze how gas and
power prices
correspond with one
another.

At the end of the reporting
period, CSTC-A and USAID

grid supplied power. The
transition would significantly
lower the cost of electricity to
ANSF bases into the future.
SGGA was tasked with
economically modeling and
comparing the options of
maintaining the current
electricity supply against
transitioning to grid power.
SGGA was also tasked with
drafting a concept paper to
clearly state the rationale and
supporting data for a transition.

1)

SGGA's economic model for this
initiative has taken center stage in

members at DABS sprung a request on SGGA to computing savings and has been
and MoMP, including support a power purchase under numerous refinements to
Deputy Minister Hares agreement between Afghan supporting USAID and CSTC-A’s
and Z. Sarwari on the National Security Forces power purchase agreement
using the Sheberghan (ANSF) and DABS to shift base initiative.

Gas Development power supply from on-site

Project (SGDP) diesel generated production, to
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SGGA

3 Capacity Development (Objectives 1 & 5)

July 1 - September 30, 2014

Progress of Major Problems Encountered Remedial Steps
Activity Taken/Recommended
Gas Processing Training. | 1) SGGA experienced significant | 1) SGGA continued to recruit and
e  SGGA successfully problems in recruiting a interview candidates despite the
collaborated with the processing specialist willing to setbacks and eventually hired and
Task Force for work in Afghanistan within the mobilized E.V. Somayajulu, whom
Business and Stability salary cap limits of USAID, TFBSO, AGE, and OGS personnel
Operations (TFBSO) which delayed the staffing of have positively received in
to identify a scope of this position. The top three Sheberghan.
work and recruit a gas candidates identified all rejected
processing specialist the salary figures that SGGA
to train and advise could offer.
Afghan Gas Enterprise | 2) Current security conditions in 2) SGGA'’s security specialist in
(AGE) and the Oil and Sheberghan have forced SGGA Sheberghan will continue to monitor
Gas Survey (OGS) on to restrict its training schedule the security situation very closely to
the commissioning and periodically. The nationality of ensure the safety of SGGA's staff.
operation of the SGGA's instructor (Indian) also
TFBSO-funded amine exposes him to an above
processing plant. average amount of risk.
Petroleum Engineering 1) Schlumberger Overseas S.A. 1) See section below on 2014
Training. again provided the lowest Capacity Development Schedule
e SGGA has continued priced technically acceptable Implementation.
its technical trainings proposal in response to
for AGE and OGS with SGGA's RFP. The continued
its local engineering lack of responsiveness from the
staff in Sheberghan. Kabul Vetting Support Unit
e SGGA submitted a threatens the implementation of
Request for Proposal this course in addition to the
(RFP) to a shortlist of petroleum economics and
internationally finance course the SGGA's
recognized training seeks to award the vendor.
providers to perform 2) There continues to be no 2) By letter dated 24 September,
an upstream response or estimated period of SGGA again notified the Kabul
hydrocarbon action received from the vetting Vetting Unit that the delays in
geoscience and office. receiving vetting approval (six
engineering training months in this case) are having a
and received substantial negative impact on the
proposals on 15 capacity building program and, in
September. some instances, may make
completion of the training plans
developed with Afghan
counterparts impossible. This
training in particular requires
specialized drilling simulation
equipment, which cannot be found
in Afghanistan; therefore it will
certainly need to be removed in the
absence of a vetting response.
English Training of APA, | 1) No significant challenges during
AGE, OGS and this quarter. The English
Afghanistan Geological classes have been going well
Survey (AGS). and the students have
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SGGA

July 1 - September 30, 2014

Progress of Major
Activity

Problems Encountered

Remedial Steps
Taken/Recommended

Continued instruction
for starter, beginner,
intermediate, and
advanced levels for
APA, OGS and AGE.

requested SGGA to extend
them beyond the initially
scheduled end date of Sept 30.

Geographic Information
System (GIS) Training for
AGS and APA.

1) Continued instruction

from the prior quarter
for APA students and
commenced
instruction for AGS
students.

When SGGA agreed to
participate with Mining
Investment and Development
for Afghan Sustainability
(MIDAS) and GIZ collaborative
partners, MIDAS agreed to
purchase ArcGIS licenses.
Since this agreement, MIDAS
has backed out of its
commitment to purchase
licenses due to a lack of
budget.

1)

SGGA met with and interviewed
experts from the United States
Geological Survey (USGS) to
determine whether ArcGIS
software, provided only by the
company ESRI, is an essential tool
for MoMP’s mapping needs into the
future, or if open source
applications would be sufficient to
meet the current and projected
needs. USGS firmly recommended
using only ArcGIS software due to
its ability to perform a wide array of
functions, which open source
applications are not designed to do.
Also USGS stated that all training
and software acquisition for MoMP
thus far has occurred on ArcGIS
software and server platforms and
that switching at this stage would
create a sharp adjustment curve
that would lose a lot of time while
potentially wasting existing
resource platforms. SGGA currently
awaits a response from USGS on
what specific package of software
products would most effectively
support MoMP's training and
operational needs which it plans to
use to create a purchase request.

2014 Capacity
Development Schedule
Implementation

SGGA has completed,
or remains on-
schedule to implement
all in-house-provided
trainings prior to
contract completion.
During this reporting
period, SGGA
completed its short-
term Project
Management and
Microsoft Office
trainings.

USAID’s Vetting Support Unit
has not responded to SGGA's
requests to expedite vetting of
Kardan University (and
Schlumberger Overseas S.A.,
see above). This has resulted
in long delays in providing the
trainings arranged with MoMP.
Scheduling was based on
representations by the Vetting
Support Unit that it would
respond within one month. At
this time, vetting for Kardan
University has been pending for
more than seven months, and
for Schlumberger, nearly six
months. Continued delays on
this order will make it difficult, if

SGGA has discussed this matter
with its Contracting Officers
Representative (COR), J. Jordy, on
several occasions. On 10 June,
Mr. Jordy issued a “Priority
Expedite Request” to the Kabul
Vetting Support Unit to review
SGGA's training providers, but as
of the date of this report, vetting
has still not been completed. On
29 July and again on 24 September
SGGA submitted letters to USAID’s
Vetting Support Unit. The Vetting
Support Unit never responded to
the 29 July letter except by a form
e-mail stating that “the request is
being processed.” The letter from
24 September has not been
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SGGA

July 1 - September 30, 2014

Progress of Major

Problems Encountered

Remedial Steps

Activity Taken/Recommended
not impossible to carry out the responded to at all. As a result of
capacity building programs the Vetting Support Unit's
jointly decided on with Afghan continued lack of responsiveness,
government counterparts. This SGGA has begun exploring

significantly diminishes the
credibility of USAID, both as to
its ability to provide promised
training and as to its intent to do
S0 in a timely and effective
manner.

opportunities to hire specialists to
instruct the training courses that
can be provided without specialized
equipment.

4 Policy Support (Objectives 3 & 4)

Progress of Major
Activity

Problems Encountered

Remedial Steps
Taken/Recommended

Commercialization of

AGE

e AGE
commercialization is at
a pivotal project point.
SGGA's role is
supportive to monitor
and report.

1)

Both APA and Unicon lost their
project leaders during this
period. SGGA had previously
established a very good
cooperative relationship with
each organization.

SGGA has already met with new
leadership personnel from Unicon,
APA and also met with staff drafting
the gas sector master plan from
Fichtner consulting. In its meeting
with APA’s new leadership, SGGA
noted the importance of sharing
information among APA staff and
with various technical advisors
funded by various donors. SGGA
also obtained a copy of the new
AGE commercialization
assessment report from Unicon and
will provide a summary during the
coming reporting period.
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SGGA

5 Infrastructure Activities (Objective 2)

July 1 - September 30, 2014

Progress of Major
Activity

Problems Encountered

Remedial Steps
Taken/Recommended

development

Phase Il of

Gas Treatment Plantand | 1)
Independent Power
Plant; reservoir studies
required for their

e Attended Department

Power brochure laying
out how to execute

SGGA received short notice of
the Commerce event, but
USAID asked for aggressive
attendance and participation.

of Commerce’s

Afghanistan Business

Spotlight Event in 2) Due to the unexpected

Dubai on 15 resignation of Director General

September. Jalil Jumriany as head of APA,
e Developed a Gas to no one at APA was aware of

the Phase I| SGDP gas
processing plant strategy.
Continued difficulty locating and
obtaining sufficient gas well
data to facilitate gas field
reservoir studies; SGGA has
concluded that some Afghan
employees of the APA have
withheld information necessary
to support reservoir studies.

SGDP. 3)

1)

SGGA prepared and provided two
presentations during the event and
handouts for up to 130 expected
attendees. It also coordinated and
supported attendance by MoMP’s
Deputy Minister Hares, Z. Sarwari,
and DABS’ Chief Commercial
Officer M. Alami.

SGGA explained the new SGDP
gas processing plant strategy in a
short brochure which it shared with
senior MoMP and DABS
leadership.

SGGA Contract Modification 5 was
executed at the end of this period.
This authorizes SGGA
authorization to subcontract for
reservoir studies. As referenced
above, SGGA noted to APA
leadership that sharing reservoir
information among staff and
technical advisors is paramount to
gas infrastructure development.

6 Deliverables Submitted This Period (Section F of Mod 2 and Mod 3)

Task 1: Technical Assistance, Training, and Capacity Enhancement

quarterly reporting period). Note, SGGA
submits a monthly report that combines

this requirement with the monthly report

required at F.5.B.1

No. Description Date Submitted

Mod 3, | 1) Implementation Letter/SGDP Activities 1) 7 August 2014, 1 September 2014, and 7
Task 1, Performance Report (Submitted monthly October 2014

Del 6 for July, August, and September of this

Task 2: Provide Procurement Support to MoMP to Implement the SGDP

No. Description Date Submitted
Mod 3, | 1) Monthly Reporton progress and Quality 1) 7 August 2014, 7 September 2014, and 7
Task 2, Assurance/Quality Control of drilling October 2014
Del 24 operations, data collection, contract
completion of the gas wells
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