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LTMRODUGTION

1« The Second Ceneral Confercnce of UNIDC held at Lima, Peru, in March 1979
rocommecnded that UNIDO should include amonge its activities a gsystem of con-
tinuing consultat.onc between developed waud developine coun.ries ard among
developing countries themselves,  The objective of these consultations sould be
4o assist the devrloping countric: in avihievine their industrialization goals,
which includ= in particular the goal of producing at least 2% per cent of

world industrial ontput by the year 2009,

2 The First Consultition Meciings on the Fertilizer Industry was convened in
Vienna in January 1977, It wis attended by over 290 participants from 60

countries, ropresenting Govermments, industry and labour,

3. The Mect ing recognized that thoere were occasions when fertilizer plants and
specific items of equipmeni had not functioned adequately and buyers had
suffered high conscquential losves, Tt wac further notced that the protection
given by pcnally clauses in intcermabional contracts was inadequate protection
against concequential lossese  The NMecting also exumined the proposal made by
UNIDO to investigab: the posuibility of netting up a multilatersl insurance
scheme coveringt conscquentinl lousses,  The Mecting supported the intentions
underlying the scheme bub reslized that  ppractical difficullies might arice

in its implemeniution, The scheme warranted further consideration,

4. Tt was suggested that o Second Consultation Meeting should be held in
1978 and th2l the following should he one of the subjects te be given more

intensive examinut ion and inuveootozabion [ Lioi Lo the Mool g

Contract procedures intended to ensure the successful construction and
operation of fertilizer plante and the cuggested multilateral insurance
gcheme intended to ensure the proteoclicon of the intcrocte of all parties
concerned by providing, in particular, dequate compensation for
consequent ial locnes,

5« The Working Group wus convened to examine this subject and to contribute to

the formulation of couclusions and recommendiations that could be considered

at the Second Consultation Meeting on the Iertilizer Industry, which UNIDO

plans to convene at Innsbruck, Auctria, from G to 10 November 1978,

6. idfhe documents presentcd to the Meeting are liasted in annex II, Thgy inoluded
(a) the draft report of the Technical Seminar on Conbracting Methods and
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Insurance Schemes for Fertilizer and Chemical Procesc Industries, held at

Lahore, Pakistan, 25 to 29 November 1977; and (b) a UNIDO sccretariat paper

which axamined some practical implications of establiching a multilateral !
insurance scheme to cover conscquential iosses that arise due to the inadequate
performance of fertilizer plantc and of specific items of equipment, !
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I, ORGANIZATION OF THE NEETING

Te The First Working Group on Contracts and Insurance for Fertilizer Plants
was convened in Vienna from 14 to 17 February 1978, The meeting was attended
by 37 participan's from 20 countries anc observers from 5 «rganisations; they
are listed in annex I,

8. The meeting was opened by A. Hacini, Acting Head of the Negotiations
Section of UNIDO,

9¢ A. Shah Nawas (Pakistan) and H. Meynen (Federal Republic of Germany)
were elected Chairman and Co-Chairman of the meeting,

10, The following agenda was adopted:

Identification of the risks that need to be covered by insurance
How consequential losses might be measured for compensation by insurance

The possibility of consequential losses being insured by ocommercial
sources

The possibility of Governments supporting an insurance scheme to cover
conssquential losses

Draft contract clause to provide insurance cover for consequential
losses arising from defects in design




II., CONCLUSICNS AND RECOMMENDATIONS

11, Defects in design, manufacture, construction or erection are only some
of the causes of the inadequate levels of ouhput achieved by some fertilizer

plants,

12, All appropriabe precautionary measures should be taken by the buyer of the
fertilizer plant to avoid inadequate performance resulting from causes within

the buyer's control. 1In particulor, the roiiowing points wer« stressed:

(a) The project ilgelf must .o curefully drawn up, investigated and
cevaluated;

(b) The contract must be woll dinfted, if necessary with the help of
legal and technical cxpertice, 0 that the intevcsts of the buyer arc adequately
protected;

(¢c) The buyer should consider the usc of appropriate consultancy/advisory
gervices to preparc and ovaluate bids and to check his interests during the
design, manufacture and conslruction puriode and guarantee testss

(d) For inexperienced operators Lhe management assistance of another
operating company should be utiliznd both bofore nnd after commissioning tests;

(e) Appropriatc arrangement s should be maae with owners of other

operating plants to train % suftficiont skilled labour force before plant
start-upe.

13, If the above steps arc takeu, ah cxperionced ond reliable contractor is
gelected and a good conbract is preparcd, i} ricks inherent in establishing

and operating a fortiliser plant will be mininiced,

14. Protcction ag inst the risks can be p wided farther by " he following

measurcs that are alrcady in comnorn uscs:

() Performance bonds of 8 to 10 per cent and even up to 15 per cent
are requested and given in present conditions, Since performance bonds of
25 per cent or more are uced in the United Stater in consiruction, engineering
and defence industry contracts, il was suggested that this level might also
be considered for contracts to construct fortilizer plants in developing
countrics;

(b) A Contractor's A1l Risks insurance policy for the f111 value of the
contract taken out jointly in bhe namos of the contractors, suppliers, sub-
contractor:s and buycrs;

(¢) An additional policy tadlen sut by Lhe buyer to cover consequential
losses arising from the riske insured in the above policy.
1%« After the succescful commiusioning of the plant, insurance is available

from commercial courcet to cover the breakdown of machinery and the consequen—




tial loeses incurred by the buyer as a resnlt of this event, In addition,

most machinery and equipment are covered Ly the supplier's warranty for the
firet year of operation, As a result the huyer could, through his contract

and commecrcial insvrance, obtain cousiderable protection,

16, The buyer is less well protected, i. prevent conditions, when there is a
defact in the design, manutacture cic, of the plant equipment which becomes
apparent either during construction, tust runs or after the plant has been
commigsioned. Such causes are the subject of an axclusion in a Contractor's
All Risks policy and most coniractors, while obliged to remedy design and
manufacturing ctc, defects, specifically exclude in the contract their

liability for consequential lusses arioing therefrom,

17« The meeting therefore recommerded that consequential losses arising from
design and menufacturing ctce, defects should be provided for in a special
jnourance clausc to he included in tae model contracts for the construction
of fertilizer plants being preparcd by UNIDO and to be made available in draft
form in the first week of Septomber 1978. The wording of such a clause was

diuscussed by the Working Group and the iext agreed on is included in paragraph
18 helow.

15« In uddition to the standard insurance policies required under othcr articles
ir the Contract, the Buyer and Contraclor shall, to the extent possible, by

mutual arrangement owvtain an Inenrance cover in the name of the Byyer for
consoruent il lons caveed by defective design, materieal or workmanship and
defective conetr =tion or erection withi the control of tr» contractor or his
cubcontractors, suppliers or nanmafacturcrss No iiwsility shall, however,

attach io the Buyer or to the Sontrvactor purely by reason of payment of the premium
for such a policy.

19. UNIDO, ac rccommenaed by & previous seminar, should prepare an analysis
of causes of inadequiate performance in fertilizer plants built in developing
countrics witihin the last 10 yeurs, paying particular attention to the losses
result ing from design and menufaciuring ete, defects, Thie information should
alao be available by the first weck of September 1978,

20, Aftcr the modol contracts are available and data has been collected on
operational records of fertilizer plants in developing countries, UNIDO should

convene a smal) working group of insurance experts from developed and developing




countries and other interested partiesz to ronsicder whether this extension of

e¢xisting insurance cover could, in principle, be made available from
sommercial sources. The Working ‘iroup should meet in late September 1978

prior to thc Consultation Meeting planned for November 1378,

21« The insurance experts should also auvise UN1DO whether the world insurance
markct had the capacity to cover the large riske entailed in providing
insurance against these rigks, If the markets werc not able to provide

such cover, then it would be appropriate to invite the Second Consultation
Mecting to consider whether Governments uhould be invited to provide the

additional cover needed to launch the insurance scheme proposcd above,

22e The Working Group believes that the inclusion of these recommendations,

wn particular that contained iu paragraph 18 above, in contracts for the
construction of fertilizer plants would, taken together with model contracts
being developed by UNIDO and the other measures proposed in paragraph 1?2 above,
help to ensure the successful construction and opcration of fertilizer plants
built in developing countries. These measuret as an overall package, therefore,

should be rccommendcod for the consideration of the Second Consultation Meeting.




II1. SUMMARY OF DISCUSSION

A. RHisks to be covered by multilateral ansurance

23, It was pointed out that some of the fertilizer plants built in developed
countries as well as those built in developing countries had performed
inadequately., 1 was therefore necessar, to investigate t! rroughly the
causes of inadequate performance and consider which causes might be covered
by a multilateral insurance scheme,

24, e neeting noted that when a plant performed inadequately as a result
of defeots in the process or equipment, the contractual obligations of the

supplier in present~-day practice were limited to rectifying the defect, The
contract did not call for the supplier to provide compensation to the buyer

to cover consequential lossss,

2%, It was therefore agreed that the main purpose of any multilateral
insurance scheme that might be established would be to cover consequential
losses caused by defective design, material or manufacture and defective
construction or erection within the control ol the contractors, subcontractors,

suppliers or manufacturers,

26, Participants from developing countries pointed out that they were concerned
about plants whick went seriously wrong in the sense that the level of output
achieved was below that specified for the plant, or that the operation of the
plant was constantly interrupted by breakdown, or worst of all, that the

plant did not werk at all,

27s It was agrr-d that delay in ‘he comnletion of the plant was also a risk
that should be cuveraed, Several particinants hnd the experience that completion
of their plants had been delayed. In one case, the owner of the plant had
obliged the supplier to arrange for supplies of fertilizer from other sources

to replace those which he was prevented from supplying by late completion,

Such protection of the owner's reputation as a supplier of the market needed

to be considered as well as the financial compensation for loss of production
or increased cost of working, |

28, Another risk considered was the failure of the supplier to complete
construction of tue plant as specified in the contract because of bankruptcy
or other commercial reasons, It was pointed out that performance bonds were a
suitable means of covering this risk and that the amount of the performance
bond should be sufficient to enable the provider of the bond or the owner of
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the plant to arrange for another oontrantor/supplier to complete the pro ject,
It was suggested that the amount of the performance bond required for this
purpose would normally not need to exce.:d 2) per cent of the contract value.lé 2/

[aTe

«Je It wus agrecd that any insurunce scheme that might be arranged should
cover two very diastinct periods: (u) the period up to the guarantoe test and
acceptance of the plunt by the owner during which the contractor was liable
under the contract for most of the rigk: Listed aboves and (b) the period
after the plant had passcd jta fuarantee boct and Loen accoebted by the owner
during which it was the ownoerts respons'bLility, n mogt cases, to cover the

risks quoted above,

30s Tt wac agrecd that inadequate planl performance crused vy factors within
the control of the owner of thn plant should be oxcluded from the insurance
scheme rocommended in parigraph 18 above,  Exumples of guch causes would he
interruption of power or wialer Supplioco and insulficient soles to wirrant

high rates of production.

l/ The meeling notod that perfor . ponegs of 4 b0 10 por cont and
even up 1o 195 per ot were rogquestod and siven nosrecent conditions and that
performance bonds of 2 per aenl or mepd wer wsed in construction, enginzering

and detner industry contraly in Lhe Urid bed shaten,

2/ The followiiy staboment by Lhe Wortd Bank on thig cubject was
communicated to UNIDO prior to the Mo Loy eyrs

"The Uank's mutdcline: forp procdeemant applicitble to most conbructs it

firances roguire 1o borrowers Yo spbain ienrily Lo onsurc performance of
contractual undercaking LY GO Ll iors oot ] Subotioere gn Lhe cvent of default
or furlure to perform by Lhoea, Prosent roqui roment o stipulate that the bidder
should have the choice of Sclectine vithor o performine: bond or a4 bank
guarantec for thic purroucs  The rocon bhe selecbion option i 1eft to the
bidder und not Lo the Lorrower ic Locoos. of differomt busines: conditions in
various countries, Thu: whle qualified North Americun contractors can usually
obtiain performance bonds with 1itt1. dif"iculty, Furopcan contructors are
usually unable to obtain thio bype of cecurity and the roverge is normally true
with rcesgpect to bank fsuirantees,  The Pank's roquircments werpe designed to
avoid miving an unfeir compeiitive advantage to certain contractors through
mandatory stipulations concurning the form of wecurity, and the solution
adopted wus Lo leave the choice of security with the bidder, There is no
general rule as to the amount of rocurilby, merely that it be appropriute to the
contract in question, but since the bLidder can select the type of security,

the decision was made that the wmourt of’ coverage should not be oul of propor-
tion to the type of secur; by selected,  As bank puarantoes normally requirce a
10 to 15 per cent roverare, performance bonds need not cover more than 20 to 30
per cent of the contract value., Tt was also felt that the chances of failure
increase as work progrecses so thuat the greateet risk of failure is at the final
stage of performance for which a 20 to 30 per cent value range would normally
be sufficient, Where very large inductrial brojects are concerned the value
of security required by the Bank's rule could, however, be much lower in

order to attract sutficient compotition,"
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B, How consequential locses might bc measured for compensation bx insuranoce

31. The meeting was adviscd that commercial insurers did provide cover for
consequent ial lossec arising from delays in completion of *he plant and loss
of production af ' er commissioning, provi i they resuited “-om a specific

insurcd event such as tire, cexplosion or machinery urakdown.

32, In these existing insurunce policics, consequential losses were calculated
in a way agreed to with the insurcd. Normilly, one of two basic approaches was
used: (a) loss of profits, calculatrd to reflect the financial losses that
would result for the insured; or (b) increuscd cost of working, calculated

on the basis of the cost of replucing lost nroduction hy alternative supplies,

33 It was agrced that ihe cover should be provided on the basis of a clear
definition of consequential louses that would normally be agreed on pricr to
commencement of the construction of the plunt, This would be particu.arly
important in the care of calculating ccnuequential losses that arose from

delays in the completion of the plant,

34, It was pointed out that developing countrics might wish to base the
cover agreed to on the assumption that the plant would have operated at, say,
80 per cent rather than 1uu per cent of ~apacity. Alternatively, some
owners might only request that compemnuation of -onsequential loss cover

the fixed costs of operating the plant inciuding interest charges and an
allowance for depreciution of the plunts In the lact analysis, the amount of
the premium might influence the level of cupacity at which the owner might

wish to have his plant covered,

35 As regards thc period to be covered, it was recognized that insurance
covered the first 24 months of operation of the plant after completion of the
guarantee test, If further insurancce wus requircd aficr that period, another
policy would be taken out, It waz agreed thut the maximum period for which
compensation would be provided, due to delay in complction of the plant,
would be 24 months; such a period would allow for any disputc between the

cwner and contractor ito be settled through litigation or arbitration,

36, On the basis of the above considerations, it was suggested that the

maximum claim for consequential losses to which insurers might be exposed

would be in the order of $IS 30 miliion to §US 50 million for an ammonia/urea

complex costing $US 200 million, and that it would be proportionately hipher
for larger complexes,
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C. 0 e ntial losses bei i s [ ]

37. It is oommon praotice to oover the period of construction of a fertiliser
plant by & Contractor's All Risks (CAR) or Erection All Risks polioy, This
policy should be wrranged in the joint names of the contreovors, suppliers,
subcontraotores and buyers for the full value of the contract, The risks
covered would be fire, earthquake and other specific hasards whioh might
intorrupt progress in ocompleting the project.

38, As an extenamion to the Contractor's All Risks polioy, a polioy could be
taken out to cover oonsequential losses caused by the insured riske. This so-
called "loss of Advanced Profitse" policy could be taken out in the name of

the buyer/owner of the plant since he would be thc one to suffer loss as a
result of delay in completion,

39. The meeting reoognized that the specific risks covered by the above
policies excluded faults in design of the plant, delays in the delivery of
equipment, and breakdown of specific items of equipment during test rune prior
to completion of the commiesioning test. It would therefore be necessary for
the proposed new form of insurance to cover these risks and the consequential
losses that might arise from delayed completion of the plant as a result of
these events.

40, It was further agreed that it was this period, up to the time of the
commiesioning teet, that was critical, Delays in the completion of the plant
were not in the interest of the supplier or of the buyer,

41, It was pointed out that if the contract included a penalty for late
oompletion, .e oontractor could insure to some extent against his liability

to pay suoh penalties when they resulted from late delivery of equipment. In
this connection, it was pointed out that completion was often delayed by factors
within the oontrol of the buyer or of the authorities in the oountry where the
plant was looated, These causes should also be excluded from insurance cover,

42, As regarde the period after passing the commissioning test, it was pointed
out that machinery breakdown insurance was available from commercial sources.
Consequential loeses arising from such breakdown could also be covered,

43, The main area of risk that was not oovered was defeots in design that
only became apparent sometime after the guarantee test had been completed,




For example, a case was cuotnd in which tha utilities werc designed at such
capacity that the plant could not sustain oparaiion at more than 80 per cent
of capacity. This risultud in a contiming loss which the owner had to suffer
for the life of the plant, As regards the capacity of the world insurance
markets to provic: some insurance, it war pointed oul that ..; present this was
limited, The type of engineering insurance did not otter a broad spread of
risk, Furthermore, there was notl ecrough iuformation available to assess the
risks which had to be covereds, Therefore, commercial insurers were unlikely to

provide the additional cover requi:ea at the present time,

44. In order to develop information on which the risk could be assessed, UNIDO
should quickly implement the recommendation of a previous seminar that a study
be made to assess the performance of fertiligzer plants built in developing
countries within the last 10 years. A questionnaire which might be used

for this purpose was drafted and is attacned as annex IT1,

D. The possib.lity ot Covermment: SUpPOrting an iacuprance
scheme to cover consequential losses

45. Representatives of the export credit insurance organizations of a few

countries were present at the meet.ng. Thoy were .nvited to consider whether

the Jovernments of suppliers' countries cculd insure the performance of fertiliger

planta in a new scheme that would have some similarity to the scheme under which

export credits were insured,

46, It was pointed oui that .he main interest of the ~upplier country was to
support sales of .lant and equipment for .ne estahli=lment ¢ fertilizer plants,
Therefore, some justification for the Covermment of the supplier's country to
guarantee the technizal performance of the nlants cunplied avisted, Developing
countries sought this guarantee becruse of ihe inadequat: rerformance of some
plants in the pasi. The representatives of export credit insurance organizations
pointed out that they were given narrow terms of refererce and the new type of
insurance proposed feli ouisidc their ficld of activity,

47. It was suggested, however, that Govermments or international organizations
might be willing to assist the estublishment of such an insurance scheme if
commercial insurers werc prepared to take the responcibility for assessing the
risk involved and for implementing the scheme, If, for example, it was found
that commercial insurers could only undertake to cover one third or one half

of the risk, it might be that Governments or public organizations could be

approached to cover the remaining part,
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E. Draft contraci clause tc provide insurance cover itor
consequential losces arising from defecty in design

1.« At present, the contract between 'l supplicr and buyzr »f 1 fertilizer J
piant normally specificully excludes the capplier Crom Liability for consequential

losses aricing v 1 acfective desiom or o Tecte ia oquipnent Representat ivec .
of vontructors indicated the difficulties which they would cucounter if there

wuis Lo be any departure from Lhis practice in the future.s These difficult ics

waore appreciated by the Working Group,

4)e The risks which consequential lous inswrance might cover wore considercd,
1t was pointed out that ideally incurunce would cover all consequential loss
from u causr within the cortrol of Lthe contractors, subcontractors, suppliers,

muafacturcrs or of the vendors' countrici:, 1In practice, such cover would not

be aviilables  An acceptable degrec of cover, which should be looked for, was
congequential loss cuwused by defective design, material or workmanship and
nefective construction or srection within the control of the contractors, sub- |

conbractors, supplicrs or manufacturcrs,
%0s  The clause to provide insurance cover for such consequential losses

suggeoted for inclusion in the model contract [or the construction of fertilizer

plants that UNIDO wus preparing waco therforc draficl as follows:

In addition to the standard insurance policies required under other
articles in the Contract, the Buycr and Contractor shall, to the
extont possible, by mutual arrungement obiain an Insurance cover in
the namc of the Buyer tor conscquertial loss causcd by defuective
design, material or workmunchip and dofective construction or crection
within the sontrol of th: contract r or his subcontr: :tors, suppliers
or munw'acturcrs, No lizhility sh.11, bhowever, attach fo the Buyer or
the Contraztor purcly by reasen of payment of the premium for such
peclicye.
1s  The mecting not.d that the fuirst arf't of the modcl rontracts being pre-
parcd by UNIDO should be rewdy by the first week of September 197%. When they
wer: roady, they could be considered by all interested parties together with
the unalysis that wus being prevared by UNIDO of the causes of inadequate

performance in fertilizer plants built in developing countries.

52« It was further sugmested that o omall group of representatives of insurance
jaterests from developing and developed countries and other intoerestod partics
should mect to consider this matter in late September 1973, specifically to
wdvise the Second Consultuation Mectins whother the world insurance market was
likely to be ible to underwrite the ricke identificd and whether Government

support would bce required,
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Hasan KASIN

Harry WONCKAREN

Ataollah GHAFMARI

Nohammed AL-SHUKRY

Horst Jaria
FLENKENTHALLER

Bttore ANBUINI

Marco CANTELE

Enrioc STACUL

0. izat a

Production Manager
Hoeohst A"
Postfach 400320

D-6230 Frankfurt/Main 80

Commercial Direotor
Chemokomplex

P.O. Box 141
Nepkoeztarsasag utja 60
H-1389 Budapest 62

Direotor

Fertilizer Corporation of India
Madhuban

55, Nehru Plaoe

110024 New Delhi

President Director

P.T. Pupuk Sriwidjaja (PUSRI)
104 Letn. Jend. S. Parman
P.0. Box 2371

Jakarta

Chief

Bureau of Foreign Relations
P.T. Pupuk Sriwidja.g& (PUSRI)
104 Letn. Jend. S. Parman
P.0. Box 2371

Jakarta

General Manager

Legal Division and Contracts
National . :trochemical Company
P.C. Box 2895

Teheran

Direotor of Fertilizer Industries

State Organization of Industrial
Design and Construction

Ministry of Industry and Ninsrals

Covernment of Iraq

Baghdad

Manager of Sales and Contract
Dapartment

Snamprogetti

3. Donato Milanese

Milan

Produotion Manager in Manfredonia
ANIC

» Donato Nilanese

lan
Attaché commercial
Ambassade d'Italie & Vienne
Rennweg 27
A-10X0 Vienma, Austria

Contract Manager
Saanmprogetti

S. Donatc Nilanese,
Milan




-3

Qountry

Netherlands

Nigeria

Pakistan

Romania

United Kingdes

Yonesuela

Home

Lesndert PRONK

Boudewi jn de MEIJER

Rogisr C.N. CHORUS

Orpanization, address

GCeneral Counsel

XFP

Postbus 45
Maliebaan 81
Utreoht

Aooount Executive
Hudig Langeveldt
Postbus 357

Or. Biokerstraat 74
Ansterdam

Head

Burvau of International Affairc

Depariment Export Credit
Insuranocs and Investment
Cuarantees

Ninistry of Finance

Korte Voorhout 7

Den Haag

Justinus E.H. CLIFFORD Jurist

X04Q Yan BREUCEL

Béward N. IXE

Almad SHAH-NAMAZ

Nioolae POPOVICI

Derek 0. FRASER

Sergico MAIB

Frencisco VEBLES -~
VALY

Nederlandsche Credistverseks-
rin‘. mt”mij 'o'o

Keizersgracht 258

Amgterdan

Principal Assistant Seoretary
Federal Ministry of Industries
Pederal Secretariat, Tkoyi
PIB 12614

Lagos

Chairman

National Design and Industrial
Services Corporation Ltd (NDISO)

Hotel Ambassador Building

Lahore

Directeur teohnique

Institut des projets technolo-
giques pour l'industris
ohinique (Iprochim)

19-21 N. Eminesou

71144 Buonarwet 1

Director
Willis FMader (Oonstructien) LTD

10 Trinity Square
London BC 3

and at Lloyds, London

Jefe de Progreamsoiln y
Buministros

Petroqufmion de Venesuela 8.A.

Apartado 2066

Oaracas

Alternate Permanent Represen-
tative to UNIDO

Ezbassy of Veneswels in Viena

Marokkanergasse 22/4

A-10X0 Vienma, Austria
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Reglonal and international orsanisations

Organisation Name

L300ia0i8n de Desarrclloc Eduardo GUTIERREZ-~
de Industria de Ferii- SALGADO
lizantes en Amérioa
latina (ADIFAL)

European Economio
Community (EEC)

Mendel GOLDSTEIN

7AO/Pértilizer Industry Denis J. BALLIDAY
Advisory Committee (FIAC)

The International Super- Adolf F. ORTH
Phosphate Manufacturers
Aseooiation (ISMA)

Centre d'etude de l'arote Marc M. BESSO
(CEA)

Sonavwlt uis
Couwntry I
lInited Kingdom N.B. RIVERS
United States of D. SUBRAMAWIAM

A UERRE :

Addresc

Techniocal Seoretary of ADIFAL
Florencia 57, 9% pisoc
M8xico 6 D.F., Néxico

Administrateur

Dircotion générale du
Développement

200, rue de la Loi

B-1049 Brussels, Belgium

Liaison Offioer

FAO/FIAC Lisisen Office (AOL)
Vig delle Terme di Caracalla
Rome, Italy

Hoechst AG

Postfach 800320

D-6230 Frankfurt/Main 80
Federal Republioc of Germany

Head

Licensing

LONZA AGC
MiUnchensteinerstirasse 38
(CH-4002 Basel, Switgzerland

Qrgenization, sddress

Direotor

Reinsurance and Multinational
Insurance, Division

Hogg Robinson and Gardner
Mountain International L%

Lloyds Chambers

9«13 COrutohed Friars

London ECW 2J3

Barrister~at-Law

International Technology
Contracots and Commeroial
Arhitration

897 Queen Court

Hilladule

New Jersay 07642




m/R.269/1
Ib/Ma.259/8
ID/NG.259/4
1D/M.259/5

ID/M0.259/21
ID/G. 259 /24

.19-

Anpex II
LIST OF DOOUMBNTES PRESINTED 70 THE MERTING

Seme prectical impliocations of ewtablishing » multilatersl
insurence scheme to ocover conssquential losses that arise
e to._iba _imedequats performance of fertiliser plants

G RS aiR L ot
Susmary of four papers prepared for UNIDO on oontracts
and insurance for fertiliser plants

Legal aspeots of oontraots for the suoccessful construotion,
operation and mintenance of large fertiliser and chemiocal

prooessi lants
D. Bugr‘c&niu

Insurance cover available from commeroial sources relating
to the oonstruotion and initial operatiom of fertiliser

32
’hiou Robinson and Gardner Mountain Reinsurance Limited

Bwluation of risks in tender preparation
T.M. Bvane

Some observations on oontract conditions for projeots in

dnx}o&%om‘artu

DM-259/25/R“.1 Draft report of the mesting: Teohniocal Seaimar on

oRP/2
o/

/4

Oontreoting Methods and Insurance Sohemes for Pertiliser
and Chemioal Proosss Industries, Lahore, Pakistan,
25-29 November 1977 i

Qenference room papers

Oontraots for fertiliser planis that aze equitadble for
both parties

Statement on World Bank's practios referring to performance
bonds for UNIDO

Memorandua by Osntre d'Btudes de 1'Asote on the suocessful
oonstruotion and operation of fertiliser plants

List of partioipants
List of dooussnts




10.
11.

12,

13.

14.

15.

16,

Appex 111

UNIDO QUESTIONNATRE ON CONSEQUENTIAL LOSSES ARISING FROM POOR PRRFORMANCE
OF FERTILIZER PLANTS BUILT IN DEVELOPING COUNTRIES HETWEEN 1968 AND 1977

Part A. EF igormat;on on the Rm

Name of oompanys

Location of plants

Date of start of oonstructiont

Date of completion of constructiont

Structure of ownership of plants

Prooess used for major manufacturing unitss

Capaoity speoified in oontraots

The length of time for guarantee and test runu.

Nethods used for estimating operating rate in test runs

Contract valuss

Type of oontraot (turnkey, reimbursible eto.)s

Output aohieved as Piret 6 months after guarantee test

peroentage of rated Seoond 6 months after guarantee test

oapaocity (330 days)  Third 6 months after guarantee test
Fourth 6 months after guarantee test

Were there penalties in the oontraot for non-performanoe?
If so, were they colleoted?

Whether the plant failure resulted in insuranoe olaimst
If so, with what result?

Whether the plant failure resulted in litigations
If so, with what result?

Part B. Causes for short n prodwot
ontragtor's

(] L) items [ ment ¢

Items: Nane of manufacturer/vendors

Reason for failuret




.

18.

.21 -

Was oquipmant repladed. by manufsoturer/vendor?
Tine taken 40 repair failures
Output temnuge lost:

- o emeaen P S, .

Dfect: Fame of oentrecters

" Isgaot ofultﬂd-foot on technical capacity of plants

. .

What did contrector do t0 rectify defeot?

Tine taken to repair defeet:

Output tonnage losts

Qihex_seusss Lor shesithll in srodugtion’
Repetitive causest

Other oMsest




Pilant ospacity 360
Plant output 284
Balanos 7‘3

Reasons for shortfalls

Annual shut-down
Design defeot
Breakdown ~ mechaniocal
- eleotrical
Ravw material quality
Interruption in raw
material supplies

Faulty operation
No power

No spare paris
No market of
Other osuses

5/ Figures have been inserted only as an emasple of the way this form
should be completed.

‘-’/ Bxplain what the other osuses wers.
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