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1. 	 USAID should contip-ie to evidence strong interest in Mr.Groceman ContinuingFoster Wheeler cos estimates, through contact with 
project principles.

2. 	 WBS should closely monitor the FWL training program Mr. Groceman Continuingwith respect to FWL needs and make appropriate

recommendations 
to 	FWL. 

3. 	 There should be a combined donor effort led by the Bankl Mr. Toner ASAPin its role as donor representative to impress upon AFC

the importance of retaining the participants after traini4g.


4. 	 AFCC should be contacted and requested to provide a full Mr. Groceman March 31,1971status report as to the availability of natural gas for the I 
Ashuganj plant.

5. 	 Incentives, penalties, bonus arrangements etc. for FWL Mr. Groceman March 31,197'should be explored with IBPD and as appropriate, with 
other donors. 

6. 	 The FWL prepared CPM should be carefully monitored Mr. Groceman Continuing
by 	WBS and USAID. 

7. 	 Encourage AFCC to expedite its contracting with a Mr. Groceman ASAP
management assistance firm. 

8. 	 Constraints facing other donor financing should be deter- : Mr. Toner ASAPmined by the Bank. Appropriate attempts should then be
made to overcome the identified constraints.

9. 	 After consu.!ation with the appropriate parties on 	the Mr. Groceman ASAP
major issues, consideration should be given to a
revised completion date. Any funding implications inherent in a revised completion date should be thoroughly discussed at the earliest possible date with all donors.


9. INVENTORY OF DOCUMENTS TO BE REVISED PER ABOVE DECISIONS 10 AL F RNAIlV-I--DL-CISION' Nr-UTUHE 

01 I ISOJICIProject Paper Implementation Plan 
au., 	 CPI Network Other (Spocily) FA. untltiua Pruloci kNctitu. Cln.uIj@

Financial Plan PIO/T 	 IQ 13 CI 1.El , ou 

k
L9Ical F ramewor El 	PIO/C Other !Speciftl) Chenve I i.....nator, Plan 

Project Agre ment PIo,, 
 C. 	 - o.,..un nu. Proect 
11. PROJECT OFFICER AND HOST COUNTRY OR OTHER RANKING PARTIA0 APPOPRIATE (Names 	 IPANT .-...........
and TItles) 

12. MtsoIoniAID/W Otltct Dir ctor Approval 

Clarence G roceman, Deputy ChiefS~at~ 
Edwin Callahan, Chief, RDE .../a r r y C r a n da ll . D en t r oe r 	 r tT".jesp ., ,- \

C T014 r ___Richard Podol, A/DIR 
..... -. 

Date" 



ASHUGANT FERTILIZER PROCT
 

EVALUATION ISSUES PAPER
 

Introduction 

The attached Callahan/Toner memorandum dated 2/12/79 outlines in
detail, 
 the major issues of this project. This listing restates themajor problems with recommended approaches for managing them.Reference is also made to the attached Groceman evaluation report

dated 2/1/79.
 

1. Cost Overruns 

There are significant differences between Foster WheelerAFCC/Williams Brothers (FWL) and(WBS) in determination of estimates concernedwith total foreign exchange and local cost financing required to completethe project. In addition, the $ 2.5 million Iranian pledge may not becomeavailable. 

Recommendation: 

WBS should continue to monitor carefully FWL project costestimates. USAID should continue toestimates, evidence strong interest in thesethrough contact with project principles and written commentsif necessary. See Issue 6 for Completion Date viz cost overruns. 

2. Construction Progress 

A. Current indications suggest that both the Korean Development
Corporation and Vinnell will complete their respective sub-contracts
on schedule. However, FWL's capability to complete other work onschedule is dependent upon the availability to FWL of skilled locallabor, a majority of which must be trained on-site by FWL. If the FWLtraining program is not successful from the dual standpoint of: (1) tri-ningeffectiveness (skills imparted); and (2) retention (keeping trained p6:'onnelon the job), then FWL may have to import considerable numbers of skilleaTCNs. 
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Recommendation: 

WBS should closely monitor the FWL training program with respect

to FWL needs and as appropriate make actionable recommendations to FWL.
 

B. Related to A, is the question of AFCCs ability to retain personnel
being trained to run the plant after completion. The Fenchuganj and Ghorasal 
plants have already lost people to the Middle East. These plants were to 
have provided some personnel to Ashuganj, but now they are barely able to
 
meet their own needs.
 

Recommendation: 

There should be a combined donor effort led by the Bank to impress 
upon AFCC the importance of retaining the participants after training.
 
Consideration should be given to areas concerned with wage rates,

fringe benefits, job incentives, etc. AID should ask the Bank (in its
 
role as principal donor representative) to determine what wage rates/
 
fringe benefit packages are necessary to keep people on the job.
 

3. Natural Gas 

It is not firmly known if the natural gas required for prilled urea 
production will be supplied from the Titas Gas Field as originally
planned. It is known that additional, gas will be needed for plant operation. 

Recommendation: 

Recommend that USAID contact AFCC and request AFCC tc provide 
a full status report as to the availability of natural gas for the Ashugarnj 
plant. 

4. Project Management 

The quality of project management will largely determine project 
completion and related costs. 

A. Working relationships between WBS and AFCC appear to be 
professional. 
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Recommendation:
 

None
 

B. Working relationships between FWL and WBS and FWL and AFCCappear, at times, somewhat strained, notably when WBS in accordance

with contractual responsibilities 
has had to question FWL in such areas
 
as 
cost estimates and project scheduling.
 

Recommendation:
 

Monitor site relationships closely. 
 WBS is a new project entity
and as problems are solved, working relationships should improve.
 

C. Since the FWL fixed fee is 99.8% disbursed, one could assumeFWL has little incentive for keeping its most highly qualified personnel
 
at Ashuganj.
 

Recommendation:
 

Incentives and or penalty/bonus arrangements 
 should be re-Explored
with AFCC and as appropriate with other donors. 

D. Critical Path Method (CPM 

FWL is preparing a revised CPM. 

Recommendation: 

When finished WBS should ascertain that the CPM is properly prepared. 

Schedules and related bar charts should be similarly reviewed and atowners insistence the CPM should be kept up-dated. WBS input willbe a key factor in initially determining and maintaining the quality ofthis management tool. AID should monitor related activities closely.Bank organized on-site periodic meetings should be arranged to review 
progress. Meetinggshould include gas discussions. 

includes design, purchasing, inspection/procurement, subcontract 
arrangements, profit. 
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E. Plant Operation and Maintenance Contract 

As a requirement to certain donor financing (e.g. IDA), AFCC isrequired to procure the services of a management assistance firm qualified
to provide plant operation/maintenance assistance to AFCC for three years
after plant start-up. 

Recommendation: 

Strongly encourage AFCC to expeditiously contract for these services,
in accordance with IDA recommendations. Emphasize certain donor funding
is directly dependent on AFCC obtaining qualified management services. 

5. Consortium Funding 

Related to issue 4E, is the question of the timeliness of the

provision of all promised donor financing. The AFCC/WBS December
 
report states serious fiscal problems could occur if supplementary

donor financing is not available within two months. On January 31, 1979,

AID released an additional $ 10 million which has somewhat relieved the
 
pressure. As noted in issue one, 
 the Iran pledge of $ 2.5 million may
 
fall out.
 

Recommendation: 

Suggest to the Bank that they determine the constraints facing each
donor. Appropriate attempts should then be made by each donor to overcome
the identified constraints. (Note: the major constraint at this time is the 
lack of a management assistance contract), 

6. Completion Date 

Due to the major issues listed above, the September, 1980 project
completion date does not appear feasible. 

Recommendation: 

After consultation with the appropriate parties on the major issues
listed above, if merited, consideration should be given to a revised
project completion date. This does not mean that we and the other donors 
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should not continue to insist upon completion by September, 1980.

A revised completion date simply recognizes 
the forward planningand commitment imperatives of the several donors. Any fundingimplications inherent in a revised completion date should be thoroughly
discussed at the earliest possible date with all parties. 

Drafter: Larry Crandall, PRO 

Attachments: as stated 
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Y'ab"uary 12, 1979 

,dwLa D. C&llaha., RDk 

Ashiuganj Fertilizer Project 

Mr. Joseph S. Toner. Director 

The following commeas are cacerned wth three criticel subject 
project areas, spoc~fLcaLly cost eeamatoo etatua td concruction progress 
ad overall nu oagzoeat. 

&oat Sst~in-mtyp 

Recent Foster Wheelor cost estimates have caused coacern as to the 
nagnitude of total cost. However, the credibility of those estimates appears 

_ -et4Le Waade, e.S., a 10/31/78 N'WL eetimate for local costs of $203, 05Q, 000 
4d61. equivaleant) was followed on 11/15/78 by a subsequent edtimata of 
2Z.63,650. The difference o $a4,613,650 reflects a 12% increase witL , 
* wm week perLod. Am AFCC/,tWB Letter dated 1/2/79 cites the above ertinLt 

and refers to tdwm as a denms~tatLa ad irresponsible cost foracastins - Lhe 
result &I either poor cost control Woermatlo. or Lnadoqua t budget.LW. In view 
*the obeve. .me La to questiont&e crI diility of recent FWL estilateii con
teriMd with total project coet an "l respective YX ad LC cosnponwate. 

On the other band, project cost estinates provided by WUS via the 
AI.C monthly reports appear kmewledgeahiy prepared - *n opinion (* my 
poit tLrengthmed by related discuseioe with the WbS progran danager. 
Thoa, the AFCC monthly cost estimates moted below are based on WBS inpu 
&M are. I believe, resonably &•¢cmat . 

(U.S. $ Millon) 

A&LC Iotal 
AM Project Paper. July 1978 
Table I. Page 43 (W"8ioetinate) $ 233.9 $18. 1 $ 416 

August 1978 AFCC montidy report 
Sej e 
Octeber 
Noember " "" 

246. 116 
0r.0.053 

25.444 
249. 393 

17%. 196 
175. UQO 
IbO. 325 
16b. 777 

45. 000 ./ 
425. 153 / 
412. 769 Y/ 
418. i7 1./ 

-Dcember 249. 393 174. Z85 423. 678 1 

L/ Includes a schodule coatlAgeacy af $6. 88 million ($3, 884 FX Ad 
$2.404 LC). 
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A.i background Information related to interpretation of the above, the
 
Lntial estLmated cost of this project was $249. 4 million*. i.4 ., $142. 3
 
miUion 'X and $107.1 million LC (dol. eqnvalent). lReasons for the subsequent 
coot increase from $249. 4 mIllion to $416 million" are well documented in the 
AID Project Paper of July 1978 coacerned with Supplementary Project Financlng. 

nterestingly. if the schedule contingency of $6. 688 million worn reanoved,
 
the December 1978 total estimate it about one nllion more than the April 197U2
 
$416 milli" estimate provided by W1BS for our Project Paper. This schedule
 
contiagancy was not included in the Project Paper estimate but first apuaro, 
ia tkd AYCC August monthly report and t.en in all sunsequant mxon ly reporta. 
Further L oas conaidrs recent c€rreacy rate changes and thL rviatd proLimdo 
encountered in preparing accurate budgetary estimates concarnod with tLie pr4
curument of services and conunodities fronx those foroLn sourcea whore donor 
financing was dso--iaated in dollaro equivalents, tne YX rang. Gf about 3'4 
reflected above in the above AFCG/WB8 monthly cost estimates is surpriaLngly 
mxaall. 

The above is not to say that thre will not be any si-"ble mc-z-tary 
Uwi'eases on this project. This may very well happen - especialy whun we 
cosiLder the numerous pitfsLt. Luhiem in a seven donor financed projoct of 
this magnitude and complexity being implameatod in a [ned as " e, ciUprojct 
related resources - b.th hamf aad material - as Banglisesk. 

ather, the purpose for citing the above otmates is to put currount 
project cost estimates - based on the best information available - into proper 
perspective. At a Tebruary 6. 1979 meeting with Mr. Yusui, AFCC ManagL
Director, he stated WBS wil contime to evAluate WL cost estinates and also 
noted responsIbility for YWL cost e-tisnrtes would now be vested in their on
sitc personnel, rather than in the Roading Office. With future cost OBtLmats 
being prepared at the pzojoct site and subject to the appraisalof ACCiWBS 
coupled with a rocoatly improved FWL fiscal reporting format, I suggest wQ 
b.ve reason to be optinstic as to the quality of future FWL cost eistin'ta. 

Cwiaptuitoz Pr~jruss 

Tkis project will be considered completed when the General Contractor, 
VWL. ertifies that the plant has met the performance tests specified in the 
1WL &adAFCC contract. These tests require that plant production of prilled 

IDA Appraisal Report No. 598 BD. December 18, 1974. 
** V3 Estimate, April 1978. 
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urea shall equal ar exceed 80% of rated capacity fur 6LXLY (60) consecutive days.The current project schedule anticipates project conpLetion - as defined above by September 30, 1980. Related aspects of the project schediele call for cornpheti,of civil vvdc/nimc'aaca1 by June 26, 1980 and subsequently cor ipletion of per
lormnance tests by Septemnber 30, 
 1980. I have &one inLo an,e detail here as
I believe reference to a September 1980 project ooriialistion date without defining 
same can be somewhat misleading . 

After completion of dynamic compaction work,( repeated drops of a heavy
weight in a grid pattern across the site ), the project WAs turned over to the

Goenral Contractor, FWL, in March 1978. 
 At this poitit the project had dufferea 
a past delay of soni twenty r.zonths. FWL then began civil works constructon
La March. 1978 and the most recent AFCC/WbS relport evated total cocstruz 
tion progress a. of December 31, 1978 at 13%. "1lWa is in accordauce with a

pLLaaad progress of 13% and puts the project 
on scnedule. 

A review of expatriate sub-Contractor perforit,.c.e notes the Kozean
Developnmnt Corporation is close to rnintaining their schedule whereas

Vianel arrived on site ir%December, 1978, three
about nionths behind sched"dt..
Construction by Vinnell of the compressor house and arnmoaia substaiaon in
accordance with the schedule completion date oi Augus,, 1978 is critical. I Lax
opthaimtic: on this ona wad belive if VinueI is able to obtain needed ixuaterials 
oa Line, the August, 1978 date remains feasible. In brief, I feel both KLDC &zd
Viniell wiU complete their raspctive subcontracts withi4 the schedule tirn,
allocated. However, there rem hau coasldrabl* and critical construction wcrr.to be done 15y-Ge"eral Contractor, FWL. FWL capability to efective'y do
this work will largely depend on the avaiLability of Bengali skilled labor that
for the most part will have to be trained. This tr&ining began during JLnuary
19f and will embrace In total nearly one thousand personnel Ln such akill as 
weldi g, pipe fitting. csrpwitry, electrical wiruig,etc. The i WL Project
Direct r informed rne as of early February, 1979 soiie 450 personnel had b.,e;
trained. There are two factors to be considered here (1) the etfectivenesu ofthe tr&aning ad (2) the possibility of leosiag the traitwd/skLled labor to ticMiddle "ast as the result of high mge rates and ix..port incentives. The Luccesefu.l completinn of the training program and then keei~i:,g the trained pur.onnl
at work an the job is essential to FWL coastruction .Iforts concerned wikh
effectively meeting the project schedule. If this is not acconplhshedFWL will
either have to (a) bring in considerable expatriate labor which will signi ic 1 .ytlaieasS project cost or (b) struggle with inadequate skiled labor r'esourctswhi4h wiU result in both tengthly project delay and ag'in a wizaabie project COOL
bweu se. Our July 1978 Project Paper. ALnex F, 1,aye 6 eaxLa&tes deLy6 
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 .'ao ". . .. _* t .9 .rflj ,l Ip Lo4 ". .raukly, I 
sonewhat surprised that FWL found thernselves in a position where their con
tractional performance largely depends on the availability of skilled £.engalL 
labor as described above. 

The present project schedule allowes LeAltwflne t3ore iiionths for project 
completion i.e., from Jcnuary 1, 1979 thru Septernlher 1980. This period will 
iscLude two monsoon seasons. Discussions with individua.la who are fandliar 
with construction activities in bangladesh indicate ir onisoof scaaonm retard 
normal construction proross by son.. 30% - Largely Lhc result a! extremely 
heavy rains/flooding occuring duriNr June, July and AugubL. Nuodicas to say 
any soil foundation work or ground utility installation would not be ieamible 
during these months. If we adjust for five nonth 1Z!()J:bau, baged oa 
the 30% retard factor applicable to tho three heavy ratii inronthis, past construc
tiona progretsu would relate to 13% within 8. 5 good weati=r n,onths (10 nmonths
30% a 5) with 87% rehaining to be dona within 16 goud wcather nionthe (21 
moatk. - 30% x 2 x 5). 

ddition to the ib ye, other critical factor. directly infiucacing project 
coinpletion -nclud project obtainLng from ioreign aourcoaovcrull manaWenumn&. 
.ecessary conlnxoditee/inaterial on tine, availabiLity of sufficient YX uin4 LC, 
availability of certain locaUy manufactured material, labor strIkea, properly 
preparing and following up on lotters of credit required for procurszn-,iv.t o" 
b"th geods anl services, preventing delays in issu*ance oi inport licenues/ 
permits, problems with Government of Bangladesb iontrolled prices conpared 
to actual market place prices, source origLa requirrawets of different lsnderw, 
4to.
 

In just about all o the above factors one could cite current exLZhpieI 
adversely eaIoctlug con.wtruction progress. In addition to construction progress 

Sparforianj Ljju mer.1tconNU&pL. In thisi rewpect I understand th, rv ifs 
esoie quesatioa i th e natural gas required for prilli ure& production wilt be 
supplied from the Tit a gxai fluid as originally planned. This con Lcth with a 
atat#,x.4nt in thka AFCC/'J'ii Decamber re~ort wriich ioicat,"'i aUotner &AM field 
would be drilled in tbo Tita oield which woaLd assure a:,.pie dupply for AFCG. 
Howevar, if gan con-es fromn imodr source there is tne quesUtia of cLornlcal 
CofMlpOaL'i..)n. 'Y,± TWL and AFCC contract notes the ' itau ficld .3 LhC 9c.,.rce 
and provide, rul.i;abscLicatlow ai to t'he chewical i..Ion of rl &a. 
Any z'i.xio,i ieori Lhae npoCLiCttiOANa 0., A t;,k rcou_ 0 i uwote:" ;,a 

... ... _iu ietion of CA's e t C.t iueL LOi.
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ln un I do sot 'eel the Septnboroaleton is feasible. 10#8u f-),1let1on date for proJectTbere are shnply to rfmny Poteatially adverm. 
Lhereat in thl project 1.aimtcip..largely u. LhiALtUl, de.iJy varia.10to civil works coastrctko. of about ix roiths due(nt) thisfor OmPletio, eI,; our !-'r:>"tby March, It/" ',&per emtirj-.0Ltwork Should go isnore rsaliv.on schedule CoszplejP- P.rticularly wheri, of tkaordered or is now r oIAe leton fit,. [ hasAnomth It iii too Sarly to etexpre&, anperiod provided for LWyplem4ma,&tlon iA io on the Lhree.of the pfr'orratice tets. Ihe 

Inatteir of the natural &as supply is Pote*aLally briouw At Wi o. brouch
the attention of AFCC. t La 

As a Alnal comtmnent. a six alonth delaytoa for l iarch 31, uo1c! ,1981. Thim jroJecfconpletio is ia accordace cumple
k-.ah teiadate noted in Anuex 1, psMb ; of 

execj projec('
 our July 1177i Irojsct 1-,er. 
Aloliect a"aM&JAsnt 

The quality of project 1raanazLain4 geri'0atim, will 0, th4Of project COhpletLoa and related costs. 
,ra I L 4:-tstr ia4


)7WL and WI/s li4 Iail roepoct,

NOVera,.nt 

are principal entities. Ak CC ij & u eW:rlA-
AlkCC 

organization brought iaW , OUa

with existonte for this projoct and char.ie.

repousibUity for construction and eperarjA

[z~meut~tln- ant evaiuc
by the donors recognized that ACC had of AiCClnit.d .ri Lioremourcuo tat.i wereadequate 

Hcc 
of Lhis de~iciaucyfor effective proja bit 

nrotled to the procurament of LipLzw usieia w a. w i r, o hiVisisn of COrNtgUCtion - WS 
e icu±

(iral quali'ed LA projtct "t1araeent and ftpe.-.contract was selected for thi.to the owner (AFCC). role &I'd is now underWB3S appear The working reltioasrjpw lelent. All 5 betwownsig, Ludicnte th. 'o1,L 
AFCC aulrent of WES services will prove to be 

Lt1V~y recent procure.a ,trqix Alw et Lo tffectiv*iiplenIo projecttatlon.
 

My observation of relatiohs 
are at tLL-me betwcaa k WL
8o0newhat stralned. an, VWUb indcace 
I would like to see 

This I sLrnilarly true for AFCC and 
Lhc !
 

this condition inprove. 1 roat 1 .L.
it Is lnm rt&'t that W13S have viwpointths full confidenceeviadition 1. of I,V L. The currc-zudersrtbd1.blecontra.:aml rospoasLbiUt - pantjculaay whgre WL&'S..activities w. g., 
4 ha,4 had to oval Uc u,i 

ia &ccorsc , L'-'Lu-Lttiou
projoct cost eastillte.s, c rt4r, .' WL.co structi, i..athee a..atters are •sctrahted 4 u tc. Asout relatiwAsy iouL 1hI ; ,-trove.
 
FWL.
as the General Coatsitctor. is rei 

t ion iacludin, plant perfort.gace rtests. ortjct co,, pLe_1'revioue 4: ,, e1ut Lhac LJL¢ theit" 
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dependency on obtaining-skilled Leagali labor. Further, a a the k WL fixed fee 
is 99. 8% disbursed, one could argue this leaves 1 WL with little incentive to 
assign their best people to the Ashuganj [Project. Rath, r, the ,,roject ould 
be used as a catch all for mediocre talent. I don't feel LhiN h4s happened; 
however, I would prefer to see an incentive built intu Lihe project that would 
owourage expeditious completioa. In this resptct porhap, we should consider 
some type of penalty/bonus arranernent. 

It was surprising to find a Critical Path Motthid (1LPM) for this project 
had not been prepared. Fortunately, the AFCC NoveIier 1978 report notes 
FWL is now preparLg a CPMA. CPM Is a valued r tnt tool and with 
proper eniphaals given to critical items subsequent propoct work achedules 
should be realistic. Hopefuly, schedule/related bar chartm baed on the CPM 
will be available for the January 1979 AIFCC riLtrehlI, rv.,ort. it id ixlporLant 
that the CPM be kept current, otherwise its value %, ill dt're6,bj:. I would !nok 
to WBS input in this regard. 

As previously indicated, project related c;u11rnctior, resource are 
alnoot non-exi.-.-rnt in Bangladesh. In this sense both ,,IiG. and Vinnell repre
sent on site value;d resources. The project manageL_rit and construction 
expertise vested in these two expatriate firrms nmay -ell oe an &.et in areas 
not currently foreseen. 

As a final point it iu i;)ojt important that conko,'ti um tanda be e.-pediti
ously provided on a pro-rated basis in accordance witL it agreenient. The 
AFCC/W3S Decemlber report states serious fiscal proulc..,.u could occur if 
supplementary financing fundu are not in pLace within two jiionths. Our January 
31. 1978 release of an additional $10 million frox loan U03A to mol.ue degree 

relieved the irr-iedi-te need. However, it is still io~it a.portant L AFGC 
expsditiously procure the coLtractural bervic.i of a riLaLag;rnent assiLauc¢ 
firm qualified to provide plant operation and nainLeniuic c a&.sMtancc to AYCG 
for a period oi some - years. Evidence that thease services have becn pro
cured is essential to certain lender financing, notably the IiWA. 

As a final conrntt, it should be noted that the lIt', functionu : .,rincipal 
domor representative and thus plays an important role tweential Lo overall 
project ranagem ent. 

CC3 	 Mr. -'odol, DD 
Mr. Grocemtan, RDk 

U>."Crandall, PRO 
Mr. Brennan. ASIA/PD, AID/W 



February 1, 1979 

EVALUATION OF AI IQJtANI FERTILIZER FROIICT 

ummary: 

The Ashuganj Fertilizer Plant Is dtafthed to produce J25 MT of Ammonia
and 1600 MT of Urea per day. 

The original estimated cost of the plant %was$249.4 million ($142 .3 millionFX and $107.1 million equvalent LCo). AID provided $30 million in loanfunds to cover a portion of the cost of the FX. Other lenders providedthe remainder of the funds. The BDd provided all of the L.C. 

On November 29, 1975 a contratct was signed between Fost,:r WheelerLimited and the AFCC for design, coristructton and start up of the plant.The contract completion date was 38 months after siqning of the ontract 
(January 1979). 

Due to bad soil conditions, design cbiiges, management deficiencies,and the decline in the value of the U.Si. dollar the estimated cost hasincreased to $418.2 million ($249.4 FX and $168.8 million equivalent LC).AID provided an ddditional $23 million in supplementary fuiidlitU to help,finance the cost overrun. Other lenders are in the process of providingthe remainiy $834.J million FX. The BDG will continue to provide the 
L.C. costs.
 

Dynamic corlipaction was performed 
in the critical fouidation areas ofthe site to reduce the possibilitles of sub-soil liquifJL'tJon. Thecompaction started in October 1977 and was completed in idte February1978. On March 1, 1978 the site was handed over to 1W I for coinmencement ofconstbuction. The project completion date was 
1980. 

extended to September 

I. Conditions that Indicate Mechanical ompletpnof the Plant 

A. All performance tests on the component parts of the plant havebeen satisfactorily completed In accordance with the terms of 
the contract. 

B. After cinip:letion of the performance tests in A. above the plantshall, under supervision by IWL, produce, in a seven consecutivecalender day period, 11,200 MT of prilled urea haviny a 46.1 %minimun, by weight, ammonia and 6,5J0 MT of 99.5% ammoriausiny minimrum standards of raw material nd utility consumption. 
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2. rolect Inputs 

A. 	 AID has provided $53 million in loan funds to finance a portion 
of the FX costs of constructtosi of the plant. 

B. 	 The lenders consortiumrrquosted AID to fund a manaqement study
to determine how management deficiencies could be corrected,
In January 1978, Winiams Eros. Procesas Services ]tic. (WBS)began this study under an AID requirement ontdct. The 	study
was 	completed and a final report submitted in July 19/8. The
AFCC then requested WB8, through AID funding,to provide
implementation management oxpartise for the project until
October 1978. AID grant fundod $643,000 to finance the WBS
services. (In Octobar 1970 WBS entered into a contract with theAFCC to provide project Implementation services. This contract 
was financed by project fntitng). 

C. 	 The BDG is providing $160 .8 [llion equivalent of take. 

D. 	 Other donors; IDA, ADB, ODM, KFW, Swiss and Iran, will provide 
$196.4 million FX financing. 

3. 	 Project Outputs 

A. Under proper management the plant should produce 528,000 M10 
ot bagged Urea per year. 

B. 	 The AFCC will send 53 participants to the factories of the major
equlpuent manufacturers for in-depth maintenduce trdinilng. 

C. The Project will fund the costs of an 	 firmoperations assistance 
to provide top management supervision for plant start-up andoperation for three years beyond the project completion date. 

4. 	 A sumptions orAhievngOu put a 

A. 	 Local construction workers, especially the mechanical tradesman,
will be sufficient in both quantity and productivity to meet the
September 1980, construction completion date. 

B. 	 The AFCC will be able to attract and retain an adequdte number ofskilled managers and operators to operate the plant after completion 
of construction. 

C. 	 The BDG will provide 50,000,000 standard cubic feet of natural 
gas per day as feed stock for plant operations. 
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D. Thatt FWI. will schedule, in a timely Inirner , tiht ,hIilVfiy ,-)f 
all equipment and materials needed to 'on!Ajuct It,, plant. 

E. 'Thnt sufficient funds, both FX and IC, kr iv.u l ,iul,. to JocUr('
the nrecessary equipment, materials anid szvj-(.S t,. co iteit the 

il) j ec't. 

A. 	 To inciease and stabilize fertilizer supplie.:: iii I,i,,ldiesh. 

B. 	 By 19HJ2, 750,000 MT 	of Urea will be re-quir,(( IOy ute B,,kjl.cldesn. 

The 	Ashuganj plant wi" provide ap.proxilnidly rw-,-tht1u(s of this 
and 	slyniflcantly reduce FX expenditures (ait $1'J/M'T tihe sivings 
would be about $90 million per year). 

6. _Anticipated aroble!Pa 

A. 	 Under the present APCC pay scale it is quv,,tAiiurLjb, w h-thf:r 
qulificd personnel can be retained to etft'i.il (,t,,.itt: the. 
plaiot :lter (ormple tion of construction . 

B. 	 T11,-5 I participants dre under bond to st,,y a.:-it cdidittar 
c'mplet ion of their training. The bond I, u:,) 1,)w th ,i i qudiifled
work,,r c'OL IN easily forfeit the bond dl(j in,,,k,, u, its .,'ts with 
),ss thanrimonth's pay in the mid--East. 

II 1 :,.1iti ,'iti t quantity of quuli, iCd tr! ,dt'Slril. ,,lI.)t ti, ,,l,..il
Im-ily It iray be necessary to Import TCN s This wtmul i,'ree.s. 
tl: l'X r equirement or deldy completion (if ct ,istu iotto bey,)rl
Septniber 1980. (7he cost of a months d:l,v i:, estivited to be 
$3 . 5 million. This cost covers oontractox s p(, sonnel, ov . head 
tii ,tiv ,'m)irijors and Interest on loansiS, it docs not dl iw t,,'r al 

loss ii! fh rtilt -.er production) 

'I. __ U~. 

La 	 h 0i iw '., v, ii lenders has restrictions tr ti,. us. (it tht-i.r f1111, 
TIh.', A WC ,('.W I : e tilFW L are now ptre)dr1i(j c I)1 ,I i,) ,i ll)Citi. ti.,! 
UL'lC(.)11rnjt1,(i uilds to purchases that will uoiifoliii to th(.s(, ijbti ktl )..
arid conmilt I le'ltreis funds to the fullest (xterit ix~ssible. 

C H (.roc:m,31isr;.
'/1/V7 


