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SEVENTH AMENDATORY AGREEMENT TO PROJECT GRANT AGREEMENT
FOR
ENERGY PLANNING AND DEVELOPMENT

Dated: July 23, 1990

Between

The President of the Islamic Republic of Pakistan (hereinafter referred
to as the "Grantee")

and

The United States of America, acting through the Agency for International
Development ("A.I.D.").

Article 1: Purpose of Amendment

This Seventh Amendatory Agreement to A.I.D. Project Grant
Agreement No. 391-0478 dated July 30, 1983, is hereby entered into
between the Parties above named to (a) grant the Grantee additional
United States ("U.S.") Dollars under this Project; (b) replace Annex 1 of
the Fourth Amendatory Agreement with a new Annex 1; (c) extend the
Project Assistance Completion Date; (d) add a new Condition Precedent;

and (e) add seven new Covenants to the original Project Grant Agreement.
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Article 2: Financing

Section 3.1 of the original Project Grant Agreement is hereby

deleted and the following substituted in its stead:

“SECTION 3.1. The Grant. To assist the Grantee to meet
the costs of carrying out the Project, A.I.D., pursuant to
the Foreign Assistance Act of 1961, as amended, agrees to
grant to the Grantee under the terms of this Agreement, an
additional Six Million Three Hundred Thousand Unjted States
(“U.S.") Dollars ($6,300,000). The total Grant comprising
the original Agreement, the First Amendatory Agreement, the
Second Amendatory Agreement, the Third Amendatory Agreement,
the Fourth Amendatory Agreement, the Fifth Amendatory
Agreement, the Sixth Amendatory Agreement and this Seventh
Amendatory Agreement shall not exceed Fifty-Eight Million
United States ("U.S.") Dollars ($58,000,000) ("Grant").

The Grant may be used to finance foreign exchange costs as
defined in Section 7.1 of this Agreement, and local currency
costs, as defined in Section 7.2 of this Agreement, of goods
and services required for the Project."

Article 3: Project Description - Annex 1

The Project Description - Annex 1 attached to the Fourth
Amendatory Agreement is hereby deleted and the attached Project

Description (Annex 1) substituted in its stead. §
-2 -
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Article 4:

Project Assistance Completion Date ("PACD")

Section 3.3(a) of the original Project Grant Agreement is

hereby deleted and the following substituted in its stead:

Article 5:

“{a) The PACD, which is July 30, 1992, or such other date as
the Parties may agree to in writing, is the date by which the
Parties estimate that all services financed under the Grant
will have been performed and all goods financed under the
Grant will have been furnished for the Project as

contemplated in this Agreement.™

Condition Precedent Under This Seventh Amendatory Agreement

The following new Section 4.4(f) is hereby added after

Section 4.4(e) as provided for in the Fourth Amendatory Agreement:

SECTION 4.4 (f). Condition Precedent For The ENERCON

Building.

Except as A.1.D. may otherwise agree in writing, prior to
transfer of funds from the contingency line item to Component
3 (Energy Conservation) for the ENERCON building, or the
commitment or disbursement of any funds with respect thereto,
ENERCON will submit by December 31, 1990, a plan approved by
the Economic Affairs Division (EAD), in form and substance

satisfactory to A.1.D., for the procurement,




Article 6:

refurbishment and use of a building. Such a plan will
include evidence of GOP commitment to contribute substantial
funds for said acquisition and evidence of the availability

of suitable properties at a reasonable price."

Special Covenants

New Sections 5.6, 5.7, 5.8, 5.9, 5.10, 5.11 and 5.12 are

hereby added after Section 5.5 of the Fourth Amendatory Agreement.

SECTION 5.6. Energy Wing Staffing.

The Grantee shall furnish to A.I.D. periodic reports,
commencing July 1990, demonstrating concrete efforts made to
fi11 the already sanctioned but vacant professional positions

in the Energy Wing.

SECTION 5.7. Energy Wing Economics And Financial

Analysis Capability.

The Grantee shall take steps to establish an economic and
financial analysis section in the Energy Wing, with an
adequate number of professional and support staff and take

action to select and hire the staff.




SECTION 5.8. Incentives For Energy Wing Staff.

The Grantee shall take necessary steps to assure that no
salary disincentives exist that make it difficult for the

Energy Wing to attract and retain qualified individuals.

SECTION 5.9. Budgetary Allocations For Geological

Survey Of Pakistan (GSP).

GSP shall furnish to A.1.D. evidence every year, in form and
substance satisfactory to A.I.D., that the GSP has been
allocated sufficient funds to carry out functions necessary
to meet the objectives of Coal Resource Assessment

subcomponent.

SECTION 5.10. Directorate General Of Petroleum Concessions

(DGPC) Staffing And Budgetary Allocations.

The Grantee shall authorize and recruit appropriately
qualified staff for DGPC and provide an operating budget for

DGPC's recurring costs, including salaries, staff allowances,
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and cost of operation and maintenance of computer hardware
and software provided by A.I.D. Further a mechanism to
3; generate at least a part of funds to meet these recurring
: costs through the sale of data to oil companies shall be

developed and implemented.

SECTION 5.11. Sharing Of Petroleum Data.

The Grantee shall furnish to A.1.D. a document prepared by
DGPC in consultation with other Ministry of Petroleum and
Natural Resources, that outlines the data inputs from each

and the mechanism for an extent of data sharing among them.

SECTION 5.12. ENERCON Staffing And Budgetary Allocations.

The Grantee shall provide evidence every year that adequate
progress is being made by ENERCON towards its full staffing,
its establishment as a permanent entity and taking over full
functional and operational responsibilities of the National
Energy Conservation Program from the USAID-funded technical
assistance team; that adequate funds are provided for the
operation of ENERCON; and that progress is being made towards

the establishment of ENERCON as a permanent entity."




Article 7: Other Terms and Conditions

A1l other terms and conditions of the original Project Grant

Agreement shall remain in full force and effect.

IN WITNESS WHEREOF, the Grantee and the United States of .
America, each acting through its duly authorized representative, have
caused this Seventh Amendatory Agreement to be signed in their names and

delivered as of the day and year first above written.

FOR AND BEHALF OF THE
GOVERNM OF PAXISTAN .

S

NAME : Saad Ashraf

TITLE: Joint Secretary

Economic Affairs Division

FOR AND ON BEHALF OF THE
UNITED STATES OF AMERICA

/a7

James A. Norris

TITLE: Mission Director

USAID/Pakistan
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PROJECT DESCRIPTION

I. Project Goal and Purpose

The overall goal of the Energy Planning and Development Project is to
increase Pakis tan's energy self-sufficiency and thereby improve the
quality of 1ife for its people. The purpose of the project is to
accelerate the assessment, development and use of Pakistan's 1ndigenous
energy resources and improve the efficiency of energy use.

II. Project Components

This project is designed to assist the Government of Pakistan to.
accelerate the development and improve efficient use of the country's
energy resources. This will be accomplished through strengthening of GOP
capability to address: the need for energy analysis, planning, policy
development and adequately trained personnel; the lack of means to
readily establish coal and oil concessions, institutional performance
barriers to development of indigenous coal, oil and hydro resources for
power generation; and, the need for energy conservation.

The project is divided into three components: (1) Energy Policy,
Planning and Manpower Development; (2) Indigenous Resource Assessment and
Development; (3) Energy Comservation.

A. Component 1: Energy Policy, Planning and Manpower
Deveiopment:

The objectives of this component are to: increase GOP energy planning and
analysis capability; s trengthen sector human resource capability; and,
address policy barriers to development of coal resources. To achieve
these objectives approximately $ 26 mil1ion will be provided for long and
short-term technical assistance, training, and commodities. MAssistance
will be provided to (1) the Energy Wing for national energy planning and
policy analysis in the Ministry of Planning and Development; (2) up to
four selected university departments of engineering for undergraduate
training; and (3) the Coal Mining Cell of the Ministry of Petroleum and
Natural Resources.

1. Msistance to the Energy Wing is extended until preparation
of the nation's 8th Five-Year Plan in 1992. Completion of the 8th Plan
will demomstrate Energy Wing's competence to address the nation's energy
problems . Additionally, the Energy Wing will increasingly emphasize
energy policy issues such as energy prices, private power generation,
environmental consequences of energy projects, privatization, exploration
for oil and gas, comstraints to large-scale coal-fired power generation
and coal mining, and improved generation, transmission and distribution.
Moreover, an economic and financial analysis unit will be fully
operational to strengthen policy analysis capability.
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2. Continued participant training and support for undergraduate
engineering education respond to needs identified by the GOP's Energy
Policy Board. A.l.D. will provide laboratory equipment, computers,
textbooks , and related technical assistance and training.

3. Finally, consul tants will be provided to assist provincial
and federal authorities and coal industry representatives to address
leasing and concession policies which are impediments to development of
modern, large-scale coal mining. The most important comstraint to be
addressed is existing coal exploration and development . The need for,
and the form of, a development drilling assistance program, other fiscal
incentives, and policy reform will also be studied. The Coal Policy
activity supplements A.I.D.'s Private Sector Power (PSP) Project by
addressing problems in coal supply proposals for coal-fired power.

B. Component 2: Indigenous Resource Assessment and
Development:

This objective of this component is to overcome institutional and
information barriers to better use Pakistan's indigenous resources. The
total dollar cost of technical assistance, commodities, and training will
be approximately $ 33 million. Activities will include; (1) coal
exploration and resource assessment; (2) development of "smokeless" coal
briquettes as a fuel substitute; (3) institutional development
activities; and, (4) feasibility studies of small hydroelectric
projects. Assistance will be provided to the Geological Survey of
Pakistan; the 0il and Gas Development Corporation; The Directorate
General of Petroleum Concessions; the Pakistan Council for Scientific
and Industrial Research; and, the Hydroelectric Power Cell of the Water
and Power Development Authority (WAPDA).

1. Coal exploration activities under this Project have already
expanded estimated coal resources, from 800 million tons to nearly 10
billion toms . Future major coal finds are almost certain.

2. The Coal Briquetting activity will carry out emission tests
to ascertain whether briquettes are safe to use. If deemed safe, a
marketing study and inves tment prospectus will be prepared to guide
private investors in commercial production and marketing.

3. The first of the two institutional development activities
aims at institutional strengthening and development of a comprehensive
petroleum concessions database. The second is a management assessment
and audit.

4, The hydropower activity is intended to promote private
sector investment in small hydropower plants by preparing detailed
feasibility and engineering site studies. The studies will be used
subsequently by the Private Power Cell of the Ministry of Water and Power
to solicit private sector proposals to develop, own, and operate the
small hydroelectric plants. Loans would be available
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from the Private Sector Energy Development Fund to finance up to 30
percent of the investment. The A.I.D. Private Sector Power Project
contributes to this fund which is administered by the National
Development Finance Corporation.

C. Component 3: Energy Conservation:

The objective of this component is to create institutional capability in
the Government of Pakistan and the private sector to design and implement
effective conservation policies, plans, programs, strategies and
projects. The program will include dissemination of energy saving
technologies and methods now proving successful in industry, agricul ture,
buildings and transport. The total dollar cost of technical assistance,
commodities, training and construction will be approximately $ 20
million. Assistance will be provided through The National Energy
Conservation Center (ENERCON) and an additional $10 million through a
loan fund administered by an intermediate credit institution.

ITI. Implementation Plan

A1l project activities with the exception of Coal Policy, DGPC

s trengthening and Small Hydropower are ongoing. The two phase study to
design the undergraduate engineering program has already been initiated
under an existing long-term TA contract. Under the same mechanism, the
prel iminary study for DGPC strengthening was completed in Tate 1989. In
the next phase, the study's recommendations will be implemented. A soon
as the Project Paper amendment is approved, feasibility and engineering
studies for small hydopower will be conducted by private sector firms.
This most 1ikely will be done under an IQC arrangement. Purchase of a
building for ENERCON is contingenmt upon submission of a plan for this
purpose acceptable to USAID. Host country or A,I.D. direct contracts
will be used as appropriate. Most activities are already underway.
However, additional technical assistance, vehicles, commodities and
equipment will be procured as soon as possible after the Project
Agreement Amendment is signed.

IV. A,I.D. Responsibilities

A.1.D. will be responsible for: (a) contracting or assisting with GOP
contracts for all technical consul tants; (b) purchasing all vehicles,
household and office equipment for long-term consultants; (c) procuring
remaining commodities to be funded under this project as may be mutually
agreed between the parties; (d) arranging for long-term and short-term
training outside of Pakistan; (e) inspecting and certifying construction
for payment; and, (f) providing sufficient staff to participate in the
scheduled project evaluations and to 1iaise with GOP staff in the
implementation of this project.
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V. GOP Responsibilities

GOP managers will be designated for each component and subcomponent,
delegated authority and assigned sufficient staff to implement activities
in coordination with expatriate and 1ocal advisors in accordance with the
following:

A. Principal GOP project coordinating agency will be the Energy
Wing of the Ministry of Planning and Development. A full time Project -
Coordinator will oversee the overall project, implement activities for
the Energy Policy, Planning and Manpower Development Component.

B. The Component Manager of the Geological Survey of Pakistan (GSP)
in the Ministry of Petroleum and Natural Resources will implement the
Coal Resources Assessment Program.

C. The Manager of the Pakistan Council for Scientific and
Indus trial Research (PCSIR) in the Ministry of Science and Technol ogy
will implement the Coal Briquetting activity.

D. The Hydroelectric Power (HEP) Cell of WAPDA will implement the
small hydropower activity.

E. The Energy Conservation subcomponent will be managed through the
National Energy Conservation Center (ENERCON)

In addition, the GOP shall (a) ensure that qualified and appropriate
candidates are nominated and processed in a timely and efficient manner
for all training activities under this project; (b) provide office space
and facilities near respective counterparts for technical assistance
teams under this project; (c) purchase supplies and commodities as may be
mutually agreed between the parties in accordance with prevailing USAID
practice; (d) provide funds to cover the local costs of participants
attending local seminars in Pakistan under this project; (e) provide
adequate staff to work with advisors and to participate in project
evaluations; (f) provide sufficient operating expense funds to enable the
respective GOP and other host country entities to carry out their
responsibilities under this project; (g) provide sufficient funds and
arrange for the hiring of local consul tants as needed; and (h) provide
A.1.D. with timely approval of reports, commodity purchases, training
programs , contract personnel, and construction installations, as may be
required from time to time during the 1ife of the project.
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ILLUSTRATIVE
SUMMARY OF PROJECT COSTS BY EXPENSE CATEGORY
{IN 000s)
Annex 1 {Amendment 7)
Page 5

| [CumuTative FY 83, 84, 8BS, Bb,| . |
| Expense |87, 88, 89, and FY 90 todate | Life of Project Funding 2/|
| Category |"A.T.D. Grant | GOP I A.1.D. Grant | GOP |
: | {in §) | (inRs.) | (in $) 3/ % (in Rs.) }

[ [ | :
[1. Technical | I I | |
| Ass is tance | 42,286 | 8,232 | 51,848 | 16,026 1
I I | | I
{2. Training | 5,521 | 4,573 ! 11,954 } 8,722

| | |
[3. Commodities [ | [ | |
[ a. Vehicles | 480 | I 680 | |
| b, Others | 8,632 | | 14,816 | |
} SUB-TOTAL: | , [ 9,217 : , | 12,596 |

| | | I
|4, Other Costs | | [ | |
| a. EvalTuation | 400 | - | 400 [ - l
| b. Operating | | I | |
| Expenses | - | 60,443 I - | 86,945 |
| SUB-TOTAL:f — 300 I , } 300 | , I
| | | | |
| TOTAL | 57,319 | 82,465 | 79,698 I 124,289 |
| I I | l |
| TnfTation | | | 3,114 [ 12,427 |
: Contingency I 681 ] 3,979 | 3,188 | 10,160 |

| | | | I
I I

1/ Subject to the availability of funds to A.1.D. for this purpose and to
the mutual agreement of the parties to proceed at the time of each

subsequent increment.

2/ Either party unilaterally, with written notice to the other, may adjust
1ine items in this budget to a maximum of 15% per 1ine item, provided,
however, that the total obligated amount as shown in the budget is not

exceeded.

3/ Does not include funding under the A.1.D-financed Devel opment Support

Training Project (391-0474) which may be used to finance some training

for this project subject to the availability of funds to A.1.D. for

this purpose.

4/ The authorized grant funding level remains unchanged at $95 million.

However, this amendment is based on a 1ife of project grant funding of

$86 million in view of the reduction in the overall availability of

funds for USAID, Pakistan.
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INlustrative Summary of Project Cost and Source of Funding

(in 000)
GRANT
Annex 1 (Amendment 7)
Page /A
Component No. Description Life' of Project
Funding 1/
A.1.D. Grant GOP
(in §) . (inRs.)
Component #1 ENERGY POLICY & MANPOWER DEVELOPMENT
a) Energy Analysis 12,614
b) Manpower Development 13,027
c) Coal Policy Development 660
Sub-total 26,301 46,425
Component #2 INDIGENOUS RESOURCES DEVELOPMENT
a) Coal Resource Assessment 16,100
b) Lakhra Coal Mine & Coal Fired
Power Generation. 11,698
c) Processed Coal Briquettes 690
d) DGPC Strengthening 1,657
e) O0GDC Mgt. Assessment 570
f) Small Hydel Development 2,595
Sub-total 33,310 60,376
Component #3 ENERGY CONSERVATION 21,089 17,486
Sub-total 21,089 17,386
INFLATION 3,219 12,427
EVALUATION 400 -
CONTINGENCY 1,681 10,162
Total 80,000 2/ 140,876

1/ Subject to the availability of funds to A.I.D. for this purpose and to
the mutual agreement of both parties to proceed at the time of each
subsequent increment.

2/ In view of the reduction in the overall availability of funds for USAID,
Pakis tan this amendment reduces the 1ife of project grant funding from
$95 million to $86 million.






