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CONTRACTING  METHODS  AND  INSURANCE  SCHEMES 

FOR   FERTILIZER 

1        To make Indonesia self  supporting in food production,  this 
production particularly rice urne one of the main objectives 

of the implementation of  the first Five Year National D,V/*l°^'!J5 

Plan (1969/197Û,  - 1973/1974).-    The second Five Year Plan(19" / 

1978/79) also stresses the production of food ae one of its  bas c 

aims. 

Ths development of the fertilizer industry in Indonesia therefore 

has been given high priority for obvioue reason. 

Indonesia is mail endowed with natural reeources especially for 
nitrogeneoue fertilizer production, however as a more belenes 
dotage nutrisnt is deairabls,   sfforts ere elso directed to  the 
production of other types of fsrtilizsrs.    All the fsrtilizers 
plants,   both existing and under construction srs stats owned. 

This doss not only reflect the importance of  the fertilizer 
industry but now it aleo means thst the  Government    nee required 
valuable experience and know how to play a leading role in the 
developmont of the fertilizer industry in Indonssia. 

2.     The firet fertilizer plant in Indonesie ie theAirea/fertiUier 

plant PUSRI  I at Palembeng, South Sumatra. 

It wee commissioned in 1963 and has since been opereted does 
to or even above the design capacity of 100,000 MT/y of Uree. 
The feedetock ie neturel ae piped to the plant fro« the eurroundir 

oil ges fields. 

Ths firet expansion of thle plant wae inaugurated in Auguet  1974« 
It has a deeign capacity of 380,000 MT/y of urea baaed on neturel 
gee feedetock.    The current fourth stage exteneion of this  plent 
with a capacity of  570,000 MT/y of Uree ie echeduied to nome on 
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stream at tha and of 1977.    This final  atage of  expaneion tulli 

bring tha plant's total  producing capacity to 1.620.000 MT/y of 

uree.     The  third stage of  expansion  of   similar alza as the fourth 
was completed late in 1976. 

The second fertilizer plant in Indonesia is the Petrokimia plant 

at Gr93ik,   East Java,  produces uroa and annonium sulphate farti* 

Uzara.     It  ums commissioned in 1972 after a long  delayed 

construction period.    The urea unit can ba oparatad on tha 

"once through" or tha partial recycla ayetern and  tha output 

la 45.00 MT/y and 62.000 MT/y respectively. 

Another 570.000 MT/y of Urea plant is under conatruction at 

Krawang,  Meat Java and ia scheduled for production starting at 

the end of  1976.    Finally  the Government has completed reviewing 
certain aspects of a urea and ammonia fertilizer  plant in Eaat 

Kalimantan,   next to Badak natural  gaa field«    Evaluation of a 

land based  relocation of this  initially  conceived floating 

fertilizer plant has been mad«.    Production capacity of 
373.000  MT/y  urea mill  be maintained. 

Apart from the nitrogen fertilizer projects a phoaphats fertilizar 

plant with plant capacity of 400.000 MT/y is, under construction 

in Cresik,   Eaat 3ave.    Thia plant ia an axteneion of the 

Petrokimia plant* 

These projects are expected to make  Indonesia aalf sufficient 

in fertilizer by 1978,  but with tha lack in dome e tic usa» aalaoted 

fertilizer production ie already being  exported. 

for a 570.000 MT/y of urea plant the project coat  ia approximately 
US I 250 million. 

Port or  tho   foroign currency  component  of the project aro provided 

either by  donor country  government loan or International finance 
Institutions/ IBRD Loan.   The balance of funda required ie being 

eupplied by  Government of  the Republic of Indoneaia and other source! 
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4.       Battel on  the  experience  gained  in the operation of  PUSRÍ  I  the 

sama modification and improvements have been incorporated in the? 

design of  the other/fertili2er plante in  Indonesia. 

Since then  the Kellong Process  (USA0  has been used for ammonia 

and the Mitsui Toatsu process   (3apan)  for  urea,   reepectively 

Kellog Overseaa Corporetion(USA) has been ths contractor for 

engineering,   dssign, procurement,  conatruction,  training,  atartup 

•nd other services for the ammonia plant utilities and offeltee 

and Toyo Engineering Corporation  (Oapan) has acted as 

contractor  for enginsering,   design,   procurement,   contracting 
advisory services end other services  for  the urea plant.  The 

Legal Consultant being appointed for the current under conetrue- 

tion West Dava fertilizer plant is Oelson and Coraan and as the 

Technical Advisor acts James Chemical Engineering  (USA). 

Ths typs of contrsct nava been reimburaeabls contract with lump 
sum fixed price for services. 

5.      The draft oon^racts usually prepared by the company concerned 

has a certain  "étendard content" according to the Company rule 

or rule of  the country of  the Company.    For the negotiation 

of these contract* we have been aaeited/advieed by  ths consultants 
concsrnsd appolntsd to us. 

Nets-ithstendinp, cur sueosss in ths development of nitrogen 

fsrtiliiere  - untili the end of  December 1977 export contraete 

have been eigned for an amount of around 430.000 tone  of urea 

with thie procedure we feel we are backing in expertiee poeed 

by the foreign contractors and consultante.    We have mot got much 
increase in the capability and ability  to evaluate the 

Contractor»a proposal.    Very important la the back In ths 
sstimstion of the cost of the project. 

e 
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Othtr necessary knowledge in this contracting methods tnd inau- 

rane« schémas àrst 
evaluation of ths various of engineering contracta« 
recommendation for aalaction.    Mainly there are 3 types 
of contract - the advantage end dieadvantagaa of each 
typa. 

sslectioncof s contractual écheme - factors to be taken 
into coneiderstion. 

description of ths services of the Technical Advisor - 
enalysis of program of work to be undertaken for the 
implementation of the project (eelection of contracture, 
evaluation of tenders,  etc*). 

i,      laeeeitien of the expatriate local expenses ars usually high snd 
than for givas problem« to tha host oountry «a for ne« projette 
(not operating yet) thia part of the coat, haa to be born« by th 

Government« 

More opportunity should be giv«n to th« utiliiation of local 
materiale and local lines  (trsntport). 
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