TOR / SCOPE OF WORK – UCH-II TECHNO-COMMERCIAL AUDIT

Terms of Reference
Techno – Commercial Audit 

Uch –II Development Project
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1. INTRODUCTION 
Oil and Gas Development Company Ltd (OGDCL) is Pakistan’s leading E&P upstream company, having functions / operations at about 50 locations and fields in all the four provinces of Pakistan. The Company is also listed in LONDON Stock Exchange and Pakistan Stock Exchange. More details about the Company can be obtained from its website www.ogdcl.com. 
2. 
BRIEF & BACKGROUND
The Uch gas field is located about 67 kms south east of Dera Bugti in Balochistan province. OGDCL is operating Uch Gas Processing Plant (called Uch-I) since 1999 having installed capacity of 300 MMscfd raw gas. OGDCL took over the field for development and utilized the Low BTU Gas for the Power Generation. OGDCL developed the field by drilling Wells, 
installing Gas Dehydration Plant, H2S removal plant, Gathering Lines and Gas Transport Pipeline. M/s Uch Power Limited (UPL) installed the Power Plant at Dera Murad Jamali. The project was completed and commissioned in 1999 .Low BTU gas around 450 BTU/SCF to the tune of 250 MMCFD Gas is being supplied from Uch-I Plant to UPL since commissioning at minimum gas supply pressure of 420 psig. 
In order to determine the reservoir of Uch Gas Field, a reservoir study was 
conducted by OGDCL. From the findings of the reservoir study, it was 
confirmed that sufficient additional reserves are available for the development of 
an additional power facility similar to the existing plant. OGDCL adopted a development plan and completed the Phase-II of the field under which production at the Uch gas field has been increased further around 160 MMSCFD  of gas through UCH-II Development Project. 
In fact, execution of Uch-II project was not based on EPCC approach; rather a simple conventional methodology was adopted i.e. hiring of Engineering Consultant for design & basic engineering, procurement of long lead equipment by OGDCL from various vendors and supplier / packages through press tendering and hiring of PC contractor for procurement of bulk material and installation / erection of equipment & packages at site. 
This project involved installation of following units/packages 
2.1 
15 Nos. Wellhead Facilities
2.2 
Flow lines from wellhead to processing facility
2.3 
Gas gathering facility
2.4 
Gas sweetening plant through MDEA (Train-I & Train-II)
2.5 
Dehydration plant through TEG(Train-I & Train-II)
2.6 
Allied utilities and gas delivery Station. 
2.6.1 Power turbines

2.6.2 Instrument / Nitrogen generation package

2.6.3 SCADA / Telemetry system

2.6.4 DCS / ICS (Integrated control system)

2.6.5 Hot oil system
2.6.6 Fire water / Raw water system
3. 
CHALLENGES ENCOUNTERED DURING UCH-II DEVELOPMENT PROJECT
The ECC approved the allocation of this additional gas to Uch-II Power Limited 
(Subsidiary of International Power) for power generation. Accordingly, Private Power Infrastructure Board (PPIB) awarded the power project to Uch-II Power Limited and advised OGDCL to negotiate the Gas Sales Agreement (GSA). Pursuing the directive of Government of Pakistan and PPIB, a GSA was negotiated and signed between OGDCL and Uch-II Power Limited in January 2011 for supply of 160 MMCFD additional Gas for 25 years to produce 404 MW of electricity. As per GSA, OGDCL was obligated to supply the Gas to Uch-II Power Limited by February 2014. In case OGDCL failed to supply the requisite quantity of Gas by targeted date, then OGDCL had to pay penalty in terms of Liquidated Damages (LD’s).

In order to fast track the development of project and meet the gas supply deadline, OGDCL management decided to execute the project by itself according to following philosophy:
3.1 
Design and Basic Engineering by Engineering Consultant 
3.2 
Procurement of long lead items by OGDCL 

3.3 
Construction/ Installation of the project through separate construction contractor 
During the implementation phase OGDCL, has to face the following challenges and issues:

i. Lengthy exercise (delivery period) of procuring long lead equipment and packages through open press tendering from various vendors around the world.
ii. Managing the procurement of about 35 main packages from various vendors and suppliers / packages with different delivery period. 
iii. Exchanging of technical & financial clarifications with various vendors and suppliers/ packages and managing to expedite the delivery period from vendors and packages.

iv. Managing of Construction Contractor and supervision of its construction activities in collaboration with Engineering Consultant.

v. Managing the resources like utilization of Gas Dehydration Unit and other utilities from already running Uch-I plant and their integration with Uch-II facilities under backup and interim arrangements.

vi. Interim Arrangement of material from various OGDCL fields.

vii. Issues created by locals and other security concerns / reasons.

viii. Delays occurred in commissioning due to security concerns of foreign Experts of various vendors / packagers.
In spite of above challenges and delay in delivery time of long lead items, OGDCL managed to capture the deadline date for supply of gas to UPL following catchup plan and interim arrangements: 
a. Best utilized its in-house manpower resources

b. Efficiently managed to utilize the equipment and other utilities of already running UCH plant under interim arrangements.
4. 
OBJECTIVE OF AUDIT
OGDCL intends to carry out the Technical and Financial Audit for Strategy adopted due to  circumstances along with Interim arrangements & back-up plan opted due to delay in delivery of Packages, additional man hours consumed by Consultant and additional scope of work awarded to Construction Contractor including the Procurement.

It concerns all elements of project, including objectives / conceptual study, planning & scheduling, resources (human + material), budgets, accomplishments etc. 

The objective of the audit evaluation for Technical criteria and specifications adopted for the Project and Project Financial Statement (PFS) is to enable the auditor to express a professional opinion on Technical strategy adopted for the project completion due to the circumstances developed and the financial position of Uch-II Development Project in view of the funds received and expenditures made for arrangements for timely delivery of Gas.
To check the Project funds provided by OGDCL had been used in conformity with the applicable Contractual Conditions.
5. 
SCOPE OF WORK
The Scope of Work primarily consists of following two main concerns:
5.1 
Project Management Audit.
5.2 
Financial Audit (Project Close Out Cost Vs Approved Project Cost).

Following is the Scope of Work of Uch-II Audit, but not limited to:
a) Structure of OGDCL project management team/site team (PMT)

b) Project deliverables in the light of original scope

c) Identification of delays in delivery of Packages
d) Financing of goods and services procurement in accordance with the relevant financing agreements

e) Deviations from original scope and justifications
f) To review and evaluate the Interim arrangements and Back-up plan in view of conditions and situation arose due to delay in execution of Project.

g) Additional man hours consumed by Consultant 

h) Additional scope of work/Change Orders awarded to Construction Contractor. 

i) Reports of Design reviews by concerned parties

j) HAZOP & HAZOP close out report

k) Deliverables as per Contract of PC contractor.
l) To audit all SOEs (Statement of Expenditure) used as the basis for the submission of approvals. These expenditures should be carefully compared for project eligibility with the relevant financing agreements. Where ineligible expenditures are identified as having been included in approvals and reimbursed against, these should be separately noted by the auditor.

m) Close Out of Punch list Items and issuance of Mechanical Completion Certificate

n) Reasons of Project Delays.

o) Lessons Learnt during Uch-II Project Timeline.
The AUDIT team must review all the approvals, purchase orders issued, material receipts at site, installation guidelines, technical parameters, design and operational feedbacks / review, and performance evaluation.
Successful Bidder may visit the site for thorough examination of the process and discussion with the concerned personnel. Site team will include lead engineer along with members of mechanical, civil & E&I engineers for auditing at site. OGDCL will provide boarding & lodging at site and pick and drop from nearest station i.e. Sukkur to site and vice versa.

6. 
TECHNO-COMMERCIAL AUDIT REPORT
     The audit report should be received by OGDCL within Contract period.  The auditor should submit the report to the designated official of OGDCL rather than to any staff member of the Project Management Team.
The report should cover following key information as minimum:

· Executive Summary

· Background and methodology

· Findings
· Lessons Learnt
· Suggestions, Recommendations etc
· Appendices of audit detail

   7. 
MANAGEMENT LETTER
In addition to the audit report, the auditor will prepare a "management letter", in which the auditor will:

(a)
Give comments and observations on the accounting records, systems, and controls that were examined during the course of the audit
(b)
Identify specific deficiencies and areas of weakness in systems and controls and make recommendations for their improvement;

(c)
Report on the degree of compliance of each of the financial covenants and give comments, if any, on the internal and external matters affecting such compliance

(d)
Communicate matters that have come to attention during the audit which might have a significant impact on the implementation of the project

(e)  Bring to the attention of OGDCL any other matters that the auditors consider pertinent.
8. 
ELIGIBILITY CRITERIA
Applicants must be incorporated in Pakistan or in a country recognized by Pakistan and not prohibited to have commercial dealings with Pakistan under any Pakistani or International laws, regulations, resolutions, etc.
All interested firms must have carried out at least five (05) Technical cum Financial Audits of such type for the Projects valuing  at least USD 100 million each in last Ten (10) Years are eligible to quote for this Project Techno- Financial Audit. 
Applicants must have Valid Registration Certificate with concerned registration Government authority / forum in Pakistan.

Technical Audit Team shall consist of lead engineers having at least 15 years’ experience of handling similar tasks.

Bidder shall also provide Project Execution Plan (PEP), Project Organization Chart & list of key personnel and their CVs.

TECHNICAL AUDIT team consisting of Chemical, Mechanical, Civil and E&I Engineers with minimum of ten (10) years of professional experience each in their  field (to be confirmed with documents). 
9. 
CHARGES, PAYMENT TERMS 
The 100% Lump sum charges quoted by bidder shall be paid upon the Submission of Final Audit report.
Quoted prices shall be inclusive of all applicable taxes (present & future), travelling expenses to Uch site and OGDCL office per visit unit rate. The quoted price will remain fixed and there will be no escalation in charges whatsoever. 
10. 
DURATION
The approximate duration of the contract will be Three (03) months from the date of issuance of LOI.
11. 
SUBMISSION OF BID:

Interested bidders are required to submit their bids strictly as per Terms of Reference (TOR) /    scope of work and duly filled annexures attached with this document. 
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