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reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.
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Technical Seminar on Contracting Methods and
insurance Schemes for Fertilizer and Chemical
Process industries

Lahore, Pakistan, 26 — 20 November 1977
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CONTRACTING METHODS AND INSURENCE SCHEMES
FOR FERTILIZER

To meke Indonesia self supporting in food production, this
production particularly rice wes onz of the main object Lvae

of the implementation of the first Five Year National Dsvelopment
Plen (1969/1970, - 1973/1974): The second Five Yeer p1an (1976475
1978/79) elso stresses the production of food es one of its besic
eims, '

The development of the Pertilizer induetry in Indonesi therefore
has been given high priority for obvicue resson.

Indonesia is well endowed with natural resources sepncislly for
nitrogeneous fertilizer production, however as & more balance
dosage nutrient is desirsble, efforte ere also directed to the
production of other types of fertilizere. All the fertilizers
plante, both existing and under construction are state ouned,

This does not only reflect the importance of the fertilizer
Industry but now it aleo meens thet the Government “ae required
valuable experience and know now to play e leading role in the
developmant of the fertilizer industry in Indonseia.

The firet fextilizer plant in Indoneeis is thofhrog/?ortilizor
plant PUSRI 1 at Palembang, South Sumatra,

It wae ocommissioned in 1963 and hae since been operated cloes

to or even esbove the deeign capacity of 100,000 MT/y of Urea,

The feedetock is natural as piped to the plant from the surroundis
oil gas fields,

The first expansion of this plant wes inaugurated in August 1974.
It hes a deeign capscity of 380,000 MT/y of ures based on nsturel
gae Feedstock. The curr-ht fourth stage extension of this plant
with @ cepacity of 570,000 MT/y of Urea ie scheduled to come on
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etream at the end of 1977, This final stage of expaneion will
bring the plant's totel producing capacity to 1.620.000 MT/y of
urea, The third stage of expansion of similar size as the fourth
was completed late in 1976."

The second fertilizer plant in Indonesie is the Petrokimia plant
et Greaik, East Java, produces urea and annonium sulphete ferti-
lizers. It wes commiasioned in 1972 after a long deleyed
construction period, The urea unit cen be operated on the

"once through" or the partial recycle eystem and the output

10 45,00 MT/y and 62.000 MT/y respesctively,

Another 570,000 MT/y of Urea plant is under construction et
Krawang, West Java and ias scheduled for production starting at
the end of 1978. Finally the Gavernment has completed reviewding
certein aspects of & urea and ammonia fertilizer plent in Eaet
Kelimantan, next to Badak natural gas field. Evaluation of a
land based relocation of this initially conceived floating
fertilizer plant has been made., Production capacity of

573,000 MT/y urea will be maintained.

Apert from the nitrocgen fertilizer projecte s phosphate fertilizer

plant with plant cepacity of 400,000 MT/y ie.under conetruction

in Greeik, Eeet Jave. This plant is an extension of the
Petrokimie plant,

These projects are expected to make Indonesia eelf sufficient
in fertilizer by 1978, but with the lsck in domeetic use, selected
fertilizer production ie already being exported.

For @ 570,000 MT/y of ures plsnt the project coet ie epproximately
US § 2%0 million,

Mart of tho foroign currency component of the projoct arc provided
either by donor country government loan or International Finance
Inetitutions/ IBRD Loan, The balance of funde required ie being

supplied by Governmsnt of the Republic of Indonesia and other source:
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Based on the experience gained in the operation of PUSRI I the
same modification and improvements have been incorporated in the
design of the other/fertilizer plants in Indonesia.

Since then the Kellong Pro;ess (USA) has been used for ammonia
and the Mitsui Toatsu process (Jepan) for urea, respectively
Kellog Overeeaas Corporstion(USA) hae been the contractor for
engineering, design, procurement, construction, training, startup
and other services for the ammonia plant utilities and offsites
and Toyo Engineering Corporation (Japan) has scted as

contractor For engineering, design, procurement, contrecting
advisory services and other services for the urea plant. The
Lagal Consultant being eppointed for the current under construce
tion Veet Java fertilizer plent is Delaon and Gorssn and ee the
Technical Advisor acts James Chemicsl Enginaering (USA).

The type of contract have been reimburaeable contract with lump
eum fixed price for services.

The dreft oon*racts ueually prepared by the company concerned

hae a certain "etandard content” according to the Company rule

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

of thees contracts we have been essited/sdvised by the conaultante
concernsd appointed to ue.

Notwithetanding cur sucosee in ths development of nitrogen
fertilizers - untill the end of December 1977 export contracts
have been signed for en amount of around 470,000 tons of urea
with this procedure ve feel we ars backing in expertise poeed

by the foreign contractors and consultante. We have mot got much
incresse in the capability and ability to evaluate the
Contractor's proposal, Very important is tha back in the
eetimation of the coat of tha'projnct.
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Other necessary knowledge in this contracting methods and insu=

rance echemes dre!

- svalustion of the various of engineering contrecte-
pscommsndstion for selsction., Mainly there are 3 typss
of contract - the advantags and dissdvantages of sach

type.

- sslectioncof a contractual scheme - factors to be tnkin
into consideration.

- description of the services of the Technical Advisor -
enalysis of program of work to be underteken for the
implementation of the projsct (eslsction of contractore,
evelustion of tenders, stc.).

Imposition of the expstriets locsl expensss ars veually high and
there for gives problems to the host country es for new projects
(not operating yet) this part of the coet, hes to be bozne by th
Covsrnment.

Mors opportunity ehould bs given to the utilization of local
meterials snd local linss (transport).









