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ASHUGANT FERTILIZER PROJECT 

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 the 
major problems with recommended approaches for managing them. 
Reference is also made to the attached Groceman evaluation report
 
ddted 2/1/79.
 

1. Cost Overruns 

There are significant differences between Foster Wheeler (FWL) and 
AFCC/Williams Brothers (WBS) in determination of estimates concerned 
with total foreign exchange and local cost financing required to complete
the project. In addition, the $ 2.5 million Iranian pledge may not become 
available. 

Recommendation: 

WBS should continue to monitor carefully FWL project cost 
estimates. USAID should continue to evidence strong interest in these 
estimates, through contact with project principles and written comments 
if 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 on 
schedule is dependent upon the availability to FWL of skilled local 
labor, a majority of which must be trained on-site by FWL. If the FfL 
training program is not successful from the dual standpoint of: (1) -i g
effectiveness (skills imparted); and (2) retention (keeping trained v_*,1ionnel 
on the job), then FWL may have to import considerable numbers oi skilled 
TCNs. 
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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 thc 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 AFOC to provide 
a full status report as to the availability of natural gas for the Ashuganj 
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 AFCC 
appear, 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. 

Recrmmendation: 

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 assume
FWL 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 prepa:ed. 

Schedules and related bar charts should be similarly reviewed and at 
owners insistence the CPM should be kept up-dated. WBS input will 
be a key factor in initially determining and maintaining the quality of 
this 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 is 
required 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 J-nuary 31, i979, 
AID released an additional $ 10 million which has somewhat relieved the 
pressure. As not(- 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 aonors 
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should not continue to insist upon completion by September, 1980. 
A revised completion date simply recognizes the forward planning 
and commitm~ent imperatives of the several donors. Any funding 
implications 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 



L%;buary 12, 1979 

5dwia D. Calla a. 1DX 

Ashm4pnj Fertilizer Project 

Mr. Joeoph S. Toner. Director 

The followiag comments are concermned with three criLic&l subject 

project areas, specifically coot oetmstes, status L construction progress 

md overall muaagemaet. 

&st 1- tin-Latee 

Recent Foster Wkeelar cost estimates have caused coacern as to tWe 
magnitude of total cost. However, the credibility of those estimates appear. 

q&aMA e. g., a 10/31/76 FWL e4timaste for local costs of $203, 05Q. 000 

$o4. equivalent) vas followed on 11/15/7S by & subsequent eat z ate of 

7.36I43,650. The dfereace of $&4,13,650 reflect* a 12% increase witkim 

0 Om week perio.4 Am AF" /WBS Letter dated I/ZZ/79 cites the above esti-rxka 

&ad r4en to them as a desonitastIm of irreepuusible cost forecasting - the 

romit el either poor cost coatrol nloremantta or inadequate budgetiab. In view 

of " abeve. ose has to qustiea tbe cedibility of recent FWL estimates con

coesed wUh total prjot cost and db peepective YX and LC consponeats. 

On the other bawl, project cost estinates provided by WDS vla the 

AIMC monthly reports appear kIrwledeably prepared - an opinion c my 

pIvt trengtbemed by retated discuswioas with the W]hS Program anager. 

The. the AJGC moothly cost esUtmates noted below are based on WBS inpu '. 

sdare, I believe, reatossbly accurate. 

(U.S, $ MilUio) 

A&LC 't OtalI 

AVD Project Pap 
Table 1. Page 43 

r, .July 
(WBS estitnate) 

1978 
$ 233. J $182. 1 $ 41b 

August 1978 A
September 
Octeb -

FCC mnnth
" 

" 

ly report 

" 

246. 116 
1 50. 053 
252. 444 

17. 196 
175. 000 
160. 325 

44 5. 0 ./ 

42b. VL,. 
41Z. 769 Y/ 

Notvmbe" 249. 393 16b. 777 418. 1 / 

P)se ber 49. 393 174. L85 423. 678 1/ 

.L/ Includes a schedule contLAgency of $6. 688 misllion ($3, 884 YX and 

$2,604 LC). 
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AFCC Managingo4..aPoewetive. At brusry6, 1979 meetig wlth Mr 
contia*. to evaluate YWL cost estunatead also%Director,h statedWBS wil 

etd responsiblity for 3L cost estimates, would now be,,nvested, tr -on

a *to personizel. rather Ulan, in the RoadiuS Office. With futurwe cost estimates 
Weing-prapared at the proj Iet site and sabhject to the appraisal of AYCC/IWBS 

a reently inproved FWL fiscal reporting format, I su ost we 
'

4'4er#"t be optimidstlc as to the quality of future, FWL cost estimates,, 

Ciaqltmction Progress 
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dependenc onobta-ining bsilled Labor. FurLIher, as the k WL fa'ed fee' 
cdag1liavesen bI i

is .99. 8% disbursed, one cuIargu ove W %ihltlicentive Ihi to. I 
assign their best peopleto'tie AhuganJ. Project. ilat~twr;, the pro'ject could' 

busedasa catch allformdiocre talent. I don't feel LhiH hits hppned 
however,. I would prefier to see an built inxto thke pvoject that would 

On7D'{ xpeditious corripletlon. In this respet perhda- we should con.ide r 
some type. of periaity/bonus arrangement. 

It wa siprising to find a Critical Path Mcithod ((2PMi) for, this project 
had aot been prepared, Yort uaately, the A CC NoveisdiOr 1978 report notes 
FWLIa now preparing a CPWi CPM is a valued rirtaliagt-)', nt tool anda with 
proper, aipkiasis given to critic.al iterns 9ubaequent projct wort, schedules 
should be r~lsic. Hop uy, scheduleu/related bar charts based on the GPM 
~i11lbe ealable for the January 1979 AFCC rnautll rtqport. It inImzportant 
that di. CPM b' kept current, otherwise ts'vale will dtreakie. I would look 
to WBS Inpiut in this regard. 

An previously indicatedi, project related cwmstruti ore resources are 

abrxbst non-existent In Banglash. In this sense both iIL)C. and Vinnell repre
sent ona site valued resource:, 'The project nanajetn.uni and construction 
expertise vented in these two .expatriate an aaet inareas.. firms may well 

n currently foreseen.
'ot 

As a final point it is nmoat important that cons ortuiso funds be expediti-

AMC/iW1S December report states serious fiscal pr obioina~ could occur, if 
supplementary financing funds are not in pLaco within two motsiu Jaiuay 
31, 1978 relens. of an additional $10 million frovi loan UO3A to somec degree 

j ~~--	 relieved the imn-iodiate need. Hiowever, It is still ninit Important that AFCG 
expeditiously procure the contractural services of a niaaagarnent assistance 
firm qualified io provide plant operation and iiiaintonacace abisMance to AFC 

4?. 	 for a period of some -* years. Evidence that the&(! services have beeni pro- 1 

cured is essential to certain lender financing, notahly the IDA. 

An a final conrnment, it should be noted that the ldkfi, functionu acv principal 

domorrepresentative and thus plays an important role tsential to overall--
projact 	mranagemnent, -	 44 

4-4-4-- c:-4~ Mr. -G['oci, , RJJJ
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nd $107 1. million uve iC$ 
he ahe Foserpti n PlOn oA ia 

Ithe remainle fltof the Tas million $29. ($o42.3 million 

On Nolvember 29,, 1975 a contract was, 5igri* between FosttxrWheeierJ&d' am*~nd the AC fordelgnp oongtructto and stcit up of thepnt
 
The contract comipletion date was 38o
monthi after slc ning of the contract 

~ Qanuary19,/9). 

~Due to badacill conditions, design iangea, mnanagement deficiencies,
 
t ad te dcln n th alue of the US. dollar the estimnated cs a


increased to $418 .2 million ($249.4 FX and $168.8 million equivalent LC).
i Inie rn~ii+i>J 	 AID provided an e1plant.iiddditioflal $23 million In supplementary (undlrij to help 
Sfinance the cost overrun. Other lOnders are In the process of pro vldingthe remainling $84 . J iffiilon FX. The UDG will oontinuo tr. provide the

L C' costs . 

andII ,.;!'!,!!'] .i1theii, d wiompaction 	 hasDynamic .iIn the! wasv' performed in 1;the critical founidation areas-os of 
f ~tkq site to reduce the possibilities of sub-soil liquIfietlon. The 

compaction starte~d In October 1977 and was ornpleted in ldte Fe'bruar
1978. 'On Mdlarch 1, 1978 the isite warn handed over to 1Wl1, for coinm en cement of
constiuction. h rjct completion date was, extended to September 

A. 	 CodtonsthtInicte Mychanical Completion of the Plant 

A. 	 All perfcimrance tests on the component parts of the plant have 
been satisfactlorily completed In acoordance with the terms of 

lr'the 	 i.o.iflact.. 

~W~<7>S9. B' After Lxmpletion of the performance tests In A. above the plant+
+ + + +i+ + ;u + +s +++.? ..... . ..' + , 4-' .+-++++: 4.. +++
: ++ ?+ +:+++4	 ++,++4 ......+ + ;++-+ ;++ 1+ ++1 +++444.11"-++++I4- 4j+ 	
++++ >;+ ,,?++ ,= + ++ +++++; ;, +A.ii '4 ++'A' 1.11 	 + 4 + + ++ ++:+shall~ under supervision by rvVL, 'produce,:; i ii+? i +i! ?Ji+++fil ai+1+seven ; + ++? ; + +? + + ++I+ i:++ 1 + i+++++i+);+! neute. :I++I+II 

) ;!Iit;- + i~iIi A'44- .4.> 	
1~ii ii A++i 	

%
i~ ! ~i!i~lii ii !+i[ ,i i~ :' f i~!i ii)i"));1.4i{iJi) il;i;1 :fiiii;ii;i~i~:'i)+! +i ii {]"'calerider 	 day period, 11,200-MT of p-filled urea having~ a 46.1 

4~.,minImu~ni, by wegt1	 moi ,1 i#,+L+;!+ + +;'4'n MT of 99 .5% ainmoni~a+,4-4 

~ u iny iinlrnum standards of ara mater~ial anid utility: consumption'. 
4 

1 
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<A' AID has provided $53 million In loan funds to 
of<the FX oouts of construction of~theplant 

finance 2a~portioi< 
, 

:B.Thelenders costlmrqotdAID to fund a;Inanawment study 
to 'determine how ?eeent deficiencies co~uld be corrected 

. .. In.January 1978,0 'Williams~ Process Services hic. (WBS)
*began this ctudyn am~n lrequiremnrt 0ontrdCt . The study 

was completed an~d a final mport submitted in July 1978. The
AFCC thnrqetdwa t&rough AID furding~to provide

~.implementation manaefetont,"Oaprtlse for the project until 
October 1970. AID grant'furided $643,.00 to finance thieWBS 
servi Ices ... I Oot6ber'197B WES, entered Into a contract with the 
AFOC to provide project Implementation services. This contradA 
was financad by Project funiding). 

C.......he BDG is prviina $16C8 itillion equiv.alent of tdka. 

D . Other, donors; IDA,:ADB, 0DM, KFW, Swiss and Irran, will provide 

$196.4 million FX financing., 

3 Project Outputs 

A. Uinder proper management the plant should produce 528,000 MT 
of ba~jged Urea per year. 

BThe AFCC .will send 53 participants to the facitoes of the major 
equipment rnanufacturerBsior in-depth maintendice tratiiing. 

~'.~ 

C.. The Project will fund the osts of an operations assistance f irm 
.....to provide top management supervision for plant start-up and 

~operation for three years beyond the project completion date. 

4. Assumptiorls for Achieving Outputs. ........ 

A. Local construction workers, especially the mechanical tradesman,4 
will be sufficient in both quantity and productivity to. meet the 

.22'September 1980, construction completion date. 

B The AFOC wil eal oatac n eanataequcte 2 numnber of 
~2.~~N skiled2 managers azd operators to operate the plJant after completion' 

2-2%~ 2-willbe ble o atractandretan 'a4 
of construction. 

2~ 

, 

; '22 

g~as p~er day as' feed a tock fr 
stkidrd~uc

plant operations . 
fet of natural 

~~ '222 22 ,,~, -222' '--'2 



ThDitAF' 1,will s chedu le, in ( i ey11111,' h' j-j(J1 

E;' 'Th)t sufficient funds, bo'th X aind I ic V~u l1; L~e ':co(i r"
the nect7s s ary equipment, niateri I to~ Itf 1 

A To, ina ease and stabiliza ferillizer suppe~* iihiij Il'h'~ 

B.Uy i982~, 750 ,000 MT wil b rqIi-qUoI Ud [by 11110'~1~de~hI 

The A sh g n plant wil tp -ie a pp oxI Iy rVvit., thIiiIdIS of this 
ansijniflcantly reduce FX oxpenditures (att .,19J/,M1l 'the s'witngs

would be abit $9O million per year). 

6. AniiatdPol 

A. Under the present APOC pay scale it is quL'Ldk1i.Ib- whothtr
quathifiod personnel can be retained to clff~iitldI~opu-i te Lht. 
phaiit aultr cornpie tion of con~struction). 

B.Ti i~ ]dtiICjnts2 srep3 under bonid to tya.fti
comple'tionl oft their training. The bond I., uo( li w thot ri quidified
work''r could eaos ly forfeit the bond aind 'mtktu t xsswt

IISsi thain month's pay in the mid-Eat.. pis s~wt 

ttitquarnti ty of qual~ified trrkc'ide ig ii rnnwt he t'41Id 

thie !'X rtoquirernent or delay comnpletion )f cisb Wt-icn beytmd
Septt inier 1980. (The cost of a mnths d bi>' i.,, k-stfintited to be.$.3 .5 niliori. This cost, covers contractors poi'ronnel, overhoad .~'V 

VV) a(iq -11' Icrqo and interest on loans' It does, not LilIlow fo i 
sn in ftrLfl~'.er Production) 

7 U I tVS 

.~~~Th (41CAl3VIV. WN1 owcl FWP'VI are now prpdrjrnq l 16p( lJ gf J 
4 F ' "P ' ~ ~kin 's to~ pur.d. is es thdt w ill,. uc n fo i Iiii th o s 'Alo 

'U" '' ' 4~UI~t.U!IIIlL~ i~ f? nV' to the fullest e twritpob 'i b 1V~ Ii 4 4" 
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