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INTRoouc:roN 

The assignment followed on fro~ previous assistance given by 
UNIDO and detailed in the repo~t covering the period 2nd July to 
28th October 1989 by Mr. K.J.Hawes. The reference documents 
mentioned in that report are e~ually relevant to this assignment, 
and it is unnecessary to re-state the history. 

Front the: preliminary briefing :.n Vienna and a review of the 
project files it was apparent ~hat the project had encountered 
serious difficulties and had fallen badly behind time. Therefore 
a prime requirement on arrival on site was to assess the 
situation and identify the obs~acles to progress. Following this 
it would be necessary to assist in preparatory work for 
continuation and completion, as well as to point to such future 
assistance as might be provided by UNIDO. 

The job description and terms of reference are attached as 
Annex I. 

The assignment co11J1enced on 9tt May and a briefing took place in 
Vienna on 10th May followed by departure on 11th May and arrival 
in Entebbe, Uganda on 12th May. 

Initial administrative matters were attended to in the UNDP 
off ice, Kampala on 13th May and the first site visit and meeting 
with the General Manager and senior staff members of EASCO took 
place on 14th May. A tour of the works with the General Manager 
served to correct earlier impressions as to the physical 
situation on site. Much of the correspondence and documentation 
on file centered on the problems and slow progress of the civil 
engineering works which had been the main pre-occupation of Mr. 
Hawes, the previous Advisor. 

The objectives of this mission were to assess the present 
situation and, within the terms of reference outlined in the job 
description (Annex I), to assist the Company to prepare for 
installation, commissioning and operation of the plant. It was 
further desired to identify such further assistance which might 
be required by the Government of Uganda, in connection with the 
project, from UNIDO. 

The immediate consequence of ~he initjal assessment of the 
situation at EASCO was to place a change of emphasis on the terms 
of reference. There would obviously be little need for 
supervision of the civil works and it was also disclosed that 
Daniell had recently conducted an inspection of the equipment on 
site and had submitted estimates for the cost of damaged or 
missing items. They were not able to check every small item of 
deficiency as these would become apparent only as erection work 
proceeded. However, major items were checked and had already been 
confirmed by EASCO. 
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ABSTRACT 

Assistance in Rehabilitation of th~ East African Steel 
Corporation (EASCO) at Jinja, Uganda. 

DP/UGA/84/018/11 - 01/J 13208 

Objectives 

To advise and assist in the preparatory work required to 
complete installation and commissioning of the EASCO plant. 

Conclusions and Recommendations 

1. Further participation by UNIDO is de{endant on a 
Government of Uganda decision in regard to financing of the 
erection of the plant. 

2. Subject to (1) : 

(a) Advice and assistance in negotiation of a contract for 
completion of erection. 

(b) Assistance in supervision of erection. 

(c) Assistance in arranging study tours for management, 
training of technicians by experts and assistance in 
establishing systems for maintenance, production 
planning and training. 

(d) Supervision of main production departments during 
running-in period. 

3. A review of all studies and reports concerned with the 
steel industry of Uganda, including the country's iron 
ore r&sources with the objective of creating a coherent 
policy and master plan for iron and steel industry 
within the framework and compatible with the National 
Rehabilitation Plan. 
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Since the supply and erection contract had expired the question 
of supervision by the machinery supplier became subordinate to 
the major problem of whether or not a new contract for the 
completion of erection and commissioning could be negotiated and 
with whom and at what price. 

This then was to become the central focus of activity involving 
discussions with the Government departments involved and 
assistance to EASCO in preparing technical and financial 
justifications in support of their requests to Government to 
provide finance for completion of the erection and commissioning 
of the plant. 

A chronological list of the major events affecting execution of 
the project is attached as Annex II. 

A list of studies and reports concerned with the steel industry 
is attached as Annex III. 

I. ACTIVITIES 

A. Initial Situation 

Civil Works 

The first civil engineering contract with Bazira Construction 
Ltd. had failed (see report of Mr. K.J.Hawes - 2.7.89 to 
28.10.89) and the work was re-tendered and a cont~act awarded to 
Wade Adams Construction Ltd. in March 1990. The completion date, 
originally September 1990 was extended to March 1991 and the 
contract price, originally U.Shs.1,6JO billion was revised to 
3,655 billion, partly in consequence of additional works not 
included in the original contract. 

At the time of the first visit to site on 14th May 91 it was 
apparent that the civil works were very nearly complete, albeit 
with an over-run of nearly two months. An inspection was carried 
out by the Consultants, Quantity Surveyors and Management on 21st 
May but the final certificate was withheld pending rectification 
of minor defects and incomplete items. A second inspection date 
was set for 4th June and the works were handed over so that the 
six months defects warranty period has now commenced. 

The actual situativn of tt1e civil works was therefore found to be 
better than expected and was no longer an impediment to the 
erection and installation of the machinery and equipment. 

It was acknowledged by the Management of EASCO that it would be 
necessary to arrange for the civil engineering contractor, Wade 
Adams, Construction Ltd., to remain in attendance during the 
plant erection stage. Since erection may not commence within the 
6 months defects warranty period of the contract it will probably 
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be necessary to negotiate a new contract to cover the attendance. 

Steel Works 

The works were operationally at a standstill except for some 
production of bolts and nuts and some production of oxygen. 
Details of production levels and sales are given in Annex IV but 
these are insignificant as contributors to the main enterprise. 
Annex v shows the manning and staffing levels at present and 
alongside an estimate of the levels necessary for full operation. 

The old equipment to be built into the new plant still requires 
overhaul. This was covered under the original contract for 
erection and co1111issioning. In the event of there being a long 
delay in securing the erection contract, some bas~c overhaul 
work, mainly cleaning, greasing and painting, could be carried 
out locally with longer term benefits and the illllllediate benefit 
of absorbing some of the current labour costs. 
From superficial examination, the new plant was generally found 
to be in good condition. Detailed mechanical and internal 
inspection could only have been carried out with the assistance 
of a skilled maintenance crew which was not available. In any 
event any mechanical interference with the new equipment supplied 
by Danieli could not be countenanced so long as there remained a 
possibility that Danieli would complete the erection and 
commissioning. Otherwise guarantees would be forfeit. 

The main factory buildings were all found to be in fairly good 
and serviceable condition and ready for installation of machinery 
and equipment. Some extension to the existing stores will be 
required to accommodate the n~w inventories cf spares for the new 
equipment. This can only be assessed when a stock check of the 
existing spares and components has been carried 0ut and redundant 
items scrapped or disposed of. 

The test house machinery, in particular the tensile testing 
machine, was obviously in neeJ of overhaul, and probably 
calibration and the chemical laboratory was devoid of equipment, 
although some chemical equipment is held in the stores. 

Similarly, although a new electr0nics laboratory has been 
provided, there was no equipment and no evidence of it in the 
stores. Because of the sophisticated control equipment for the 
new plant, the provision of testing and diagnostic and 
programming equipment, tools and spares are an obvious 
requirement. The services of a skilled technician will be of 
paramount importance in determining the specific requirement. 

Servic~ 

The main se~vices of water, electricity and drainage were all in 
place but communications were less than satisfactory, the 



telephone system being particularly unreliable. A telefax is 
installed. 

The access road about 4 km. in length from the main Kampala­
Jinja road is in appalling condition and totally unsuitable for 
heavy vehicle traffic. The roetalled surface is badly broken up 
and pot-holed. It is also subject to local flooding. This poor 
access would provide a severe handicap to operations unless 
improved. This remains a matter for the local Government 
Authority and EASCO. 

Rail access is provided to the factory which has it's own siding. 
This will be a benefit in receiving some raw materials and in 
despatch of some of the production. 

Transport consisted of : 

2 Trucks 
1 Van 
2 Pick-ups 
3 Cars 
l Fork-lift truck 

For present purposes this is more than adequate provided 
maintenance is carried out and the vehicles kept in sound 
condition. 

B. Activities to Promote Implementation of Erection 
and Completion of the Rehabilitation 

The civil engineering being complete, attention was given to the 
steps necessary to initiate erection of the plant. 

As will be seen from Annex II, the contract with Danieli was 
amended a number of times but the most significant changes were 
those contained in amendments 4 and 5 dated 2nd July 88 and 20th 
April 90 respectively. Since these amendments have a direct 
bearing on the present stagnation of the project, copies are 
attached as Annex VI. 

Attention is particularly drawn to clause II of Amendment 4 which 
finally committed EASCO to complete the civil works by l~t March 
90. Failure by EASCO would render the contract null and void and 
EASCC would receive a refund of us $ 450,000, in effect as 
compensation for the erection and commissioning not having been 
implemented. 

Under clauses 1.0 and 12.0 of Amendment 5 the us $ 450,000 could 
be used by EASCO to obtain equipment, materials, training or 
supervision for erectior and commissioning. These materials and 
services could be requested from Danieli and some have been 
ordered. 
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In fact the civil works were not completed in time and the 
contract with Danieli for supply, erection and commissioning has 
therefore been deemed complete and the stipulations of clauses 11 
of Amendment 4 and clauses 1.0 and 12.0 of Amendment 5 have taker1 
effect. 

Before any physical action could be taken to proceed with 
erection it was therefore necessary to examine the cost 
consequencE~ of the contractual failure and, equally importantly 
to advise EASCO and Government as to the best way out of the 
difficulty. 

From the technical viewpoint the best, quickest and, most 
probably, the lowest final cost solution appeared to be to 
re-negotiate with Danieli. However EASCO had already received 
quotations in March 91 based both on a turnkey contract and on a 
piecemeal basis for the supply of technical personnel and 
services, necessary spares and overhauling of equipment. In 
either case the estimated cost was in excess of US $ 5 million 
and would probably be subject to further inflation if activated 
now. 

At the same time, the Government Ministry of Industry and 
Technology and the Ministry of Finance were in possession of the 
SGS reports and Danieli invoices which showed that the original 
contract for US $ 12.1 million was apportioned as :-

Supply machinery, equipment and spares 
Erection 
Engineering 

US $ 8,960 M 
US $ 2,446 M 
US $ 0,698 M 

They therefore too~ the view that the US $ 450,000 negotiated in 
Amendments 4 and 5 was derisory, a view which was reinforced by 
the more recent quotations of approximately US$ 5M to carry out 
the same work as had bf?en originally contracted. 

In consequence, in addition to the overall problems associated 
with any form of foreign exchange funding, there was a marked 
antipathy in some quarters of Government to further relationships 
with Danieli. 

Furthermore it became apparent that there was a policy shift away 
from direct Government financing in industry toward encouraging 
private investment. 

To complicate matters further, an offer had ~~en received ~rom 
Taiwan which appeared to offer a low cost solution, but which 
attached some conditions which EASCO could not possibly meet and 
proposed a staged programme of implementation which could extend 
the time for completion to 23 months. (This compared with the 
latest Danieli proposals of erection in 6 months and 
commissioning in a further 2 to 3 months). Other aspects of the 
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Taiwan offer whicn could not be finally evaluated involved the 
supply of billets in the first stage, a bonus based on 30% of 
profits and the negotiation of a joint venture on completion. 

Government were advised to treat this offer with caution and 
further, in the ~vent of inability to reach an accommodation with 
Danieli, to seek international tenders from reputed engineering 
companies. 

As a first step toward unblocking the obstruction to progress, 
Government has been repeatedly re-illested to indicate clearly 
whether or not they wish the project ~o proceed and also to 
inform EASCO what would be the financial limits for negotiation 
purposes. 

Against the possibility that Government is unwilling or unable to 
provide sufficient finance, an approach has also been made to the 
Public Enterprise Secretariat of the Ministry of Finance who may 
have access to certain World Bank Funds for Enterprise 
Development Projects. The projects put forward under this heading 
will be assessed on the basis of relative viability and, 
regrettably, steelmaking projects tend to be weak in this 
respect. 

There is also in the background another impediment to decision 
making by Government, namely the position of the Madhvani Group, 
the original owners of EASCO. As far as could be determined, the 
Madhvani interest in the equity 1emains at 49% and the capital, 
injected by Government for the rehabilitation, was in the form of 
a loan. Clarification and legal resolution of the Madhvani 
situation may possibly be a factor inhibiting progress. A letter 
attached as Annex VII illuztrates the problem. 

All other activities were carried out on the as~umption that a 
favourable decision to proceed with erection and commissioning 
would be forthcoming and an estimate for the cost of carrying out 
this work is attached as ANNEX XI. On the same assumption, a 
Project Document for further involvement and assistance from 
UNIDO in the rehabilitation of EASCO and d~velopment of the 
UGANDA steel industry was prepared. The Project Document is 
attached as Annex XII. 

Manning levels, training, superv1s1on, maintenance, replacement 
of deficient or damaged equipment and inventories of spate parts 
were all subjects of discussion and suggestions to management. 

The plant having been recently inspected by Danieli engineers the 
major items missing or to be replaced have been identified. 
Detailed lists of recommended spares for the continuous casting 
plant have also been furnished. Other lists are awaited. 

Along with a justification for continuing, an assessment of the 
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cost of delay in finalizing the project ~as al~~ prepared 
and heads of agreement for a tender document were prepared 
ag inst the possibility that Danieli NOUld not be invited to 
ur.dertake the work.(Annex IX). 

At a meeting on 21st June at the Ministry of Planning and 
Economic Development a revised project profile, for inclusion in 
the national Rehabilitation Development Plan, was obtained. A 
copy is attached as Annex VIII. 

C. RPcommendations 

1. The timing of further UNIDO advisory assistance must depend on 
when the Government's stated firm intention to proceed with 
the project can be realized fin.rncially. 

While awaiting a solution to the rinancing of erection and 
commissioning of the plant steps should be taken to reduce 
expenditure to the minimum level necessary to maintain and 
safeguard the machinery and equipu.ant. Care should be taken to 
preserve all technical documentation i~ safe storage. 

2. A decision to proceed could entail a choice of options: 

(a) Kegotiate wi~h Da~ieli. 
(b) Accept an alternat~ve offer (e.g. Taiwan). 
(c) Seek tenders for the erection and commissioning. 

Assistance from UNIDO will have to be tailored to fit the 
choice and details of the form and extent of assistance canr.ot 
be finalized until this is known. 

It is clear, however, that the following activities need to be 
covered : 

(i) Supervision during erection. 

(ii) Study tours for senior management in similar mini- mill 
environments. 

(iii) In-house training of EASCO personnel by expert 
technicians. 

3. Advisors ~hould be attached to train manaqc~crt in the 
principal operational and maintenance disciplines e.g.; 

( i) 
(ii) 
(iii) 

(iv) 
(v) 

Planned mdintenance programmes. 
The establishment and maintenance of plant registers. 
The recording and storage of technical data, drawings 
etc. 
Production planning and control. 
Quality control and ~ssurance. 



- 11 -

(vi) Cos~ control. 

Additionally, EASCO will reqaire help in departmental 
~anagement in the main production areas e.g.: 

a) Steel ~elting. 
b) Continuous casting. 
c) Rolling. 

4. UNIDO should undertake a review of all the investigations and 
reports, previously made, associated with the iron and steel 
industry of Uganda, it's dependant industries and it's sources 
of supply and raw material. The first objective of the review 
would be to consolidate the various reports to produce a 
national overall strategy for this important sector rather 
than a procession of independent and isolated studies. The 
review could be extended to include the P.T.A. region as a 
whole. 

5. There is a recently re-stated request from the Ministry of 
Planning and Economic Development to undertake a "Pilot Iron 
and Steel Project at Muko" for which they request a reaction 
from UNDP. The cost of the project was estimated as US $ 
699,000 in 1989. The proposal should be reviewed and comment 
made to the Ministry of Plarning and Economic Development in 
the light of it's conclusions and recommendations. 
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Duration 

Date required 

Duty station 

i 

'~" UNIDO 
~ 

T .. t ,f /db 
19 September 1990 

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION 

UCANDA 

JOB DESCRIPTION 

DP/UGA/84/0l~/ll-Ol/Jl320S 

Expert in metallurgical plant rehabilitation 
' '!-"'r• 

'IYo months, vith possibility of extension of one month 

As soon as possible 

Kampela/Jinja, Uganda 

Purpose of project To assist in rehabilitation of the East African Steel Corporation 
(EASCO) at Jinja. 

Duties 

( 

\ 

The adviser vill provide assistance to the preparatory works on Che 
installation and commissio~ing of the plant by EASCO. In particular 
the adviser will be expected to 

- prepare a manpover plan for the type and timing of supervisors 
(who vill he provided by the equipment supplier); 

- analyse and check materials 4nd equipment available in order to 
determine whether they are sufficient for the work; 

- establish spare parts needed to be ordered; 

- co-supervise-with the plant staff the civil work going on; 

- in co-operation vith the national counterpart, prepare a work plan 
for implementation of the rehabilitation indicating future assistance 
required by the Government from UNIDO. 

. . I . , . 



0..alifications 

language 

AlJNEX I 

University degree or equivalent in metallurgy, with at least 
fifteen years of practical experience in metallurgical plants. 

English 

Badcground information The Government of Uganda has recently intensified the recovery 
progca111111e of the national economy. In the scope of this 
progra ... e, rehabilitation of the industry has top priority 
second only to the agriculture sector. ~1n this context, the 
existing steel i~dustry has been given considerable importance 
as a basic industrial sector for development of the country's 
economy. The EASCO plant at Jinja, which is the only one steel 
producing plant inc!f~nda, is at present in deep coma and is to 
be revamped si111Jltaneously being modernized in the scope of the 
rehabilitP.tion project. During the months July to October 1989 
a short-term advisory expert vas assigned to EASCO. However, 
after the latest negotiations in April 1990 between Daniell, 
Italy which supplied the equipment worth US$12 million and the 
Government of Uganda, there appears to be an urgent need for 
further advisory services. 

( 

I 
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EVENTS CONNECTEC• WITH OANIELI CONTRACT HO. 2388/82 FOR SUPPLY 
---· E f: H Tl ON AHC• £ OMM l SS. I OU !;..;N"""G:__,;:;O,_.F ___ P_.L.,.A.,..N~T----------

1 - (:oncract signed 16/12/82 

2. Amef'.ldment 1 1/1/84 
~ 

: ..• ~-, 
3_ Contract came into force 15/11/84 ···. _::'· .. \ 

4. Amendment 2 19/11/85 

5. Original Completion (23 •onths) 10/86 

C•. Amended completion ( 32 months) 7/87 

7. Main Plant delivered 11e1 I 
8. Amendment 5 7/8/87 . 

t 

q Last items delivered 11/87 
(Oxygen. Nuts & £Jolts & Strip) 

• 
10. Civil En9. Drawings received by EASCO 11/11/87 

11 . Amendrnent 4 2/7/88 

12. Civil & Electrical Consultants 
and Quantity Surveyors d~•poi nted by EASCO 11/ 11/88 

13. 1st Civil Contract let 4/89 

14. Civil Contract due co19pletion 3/90 

15. Last date for start of e.-ection 3/90 

16. 2nd Civil contract let 3/90 

17. Amendment 5 20/4/90 

16. Ci'd l (.ons true l ion ('.Ofltp 1 et e 6/91 
f 

i 

I 
• 
• 
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ANNEX III 

LIST OF REPORTS, STUDIES & PROJECTS DIRECTLY CONCERNED WITH EAST 
AFRICAN STEEL CORPORATION 

1. East African Steel Corporation Preliminary 
Report Madhvani 

2. Appraisal of EASCO Rehabilitation Report 
Atkins and Partners 

3. Project UGA/84/018 

4. Beginning execution UGA/84/018 by UNIDO 
(14 months extended to 23 months} 

5. Market Demand Study - TESCO 
6. Rehabilitation of EASCO - CENTROZAP 

7. Metal Scrap Study - ATISA/ATKINS 

8. Minutes Terminal Tripartite Meeting 

9. Project Document XX/UGA/89/XX 

10. Report on EASCO - BUCKSTEGE 

11. General Manager's Progress Report to 
President of Uganda 

12. Report on Assignment - J.K. HAWES 

13. Report on Utilization of Tororo 
Magnetite - RHEINSTAHL GmbH, Essen 

14. Mitra Project Document Proposal for Pilot 
Direct Reduction Plant at Muku 
(DP/UGA/89-/A/01/37) 

Date 

80/81 

May 82 by w.s. 

Feb 84 

May 86 

May/June 87 
May/June 87 

June/Aug 87 

Nov 87 

Jan SB 

Apr 88 

Dec 88 

July/Oct 88 

Dec 68 

Mar 89 

OTHER REPORTS REI.ATING IQ .IBQH i STEEL .IM UGAHPA 

15. Training Report on PTA Countries 
EASTBURN & BIRT 

16. Report on Casement Group - ARKWRIGHT 
(UGA/89/801) 

Sept/Oct 89 

Jan/Dec 90 



MONTHLY PRODUCTION AND REVENUE 

OXYGEN 

Average,400 Bottles 

BOLTS g. NIJTS 

Average 0.5 Tonne 

KAMPALA WARE~OUSE 

Rent Received 
TOTAL 

~OTE: This co~~ares with 
people of 1.1 Shs _ 25. O')O. 000. 
direct subsidy. 

USHS. 

= 4.400.000 

= 780.000 

= so 000 
5 230 000 

~ monthly employment cost for some l&O 
Hence the Company is being supported by 

I 

I 
q 

I r , 

i I 



AMliEXE V 

EAST AFRICAN ST£EL CORPORATJOH 'JljlTEf• 

Mechanical En~ineers 
Electr1cal_En9ineers 
l'letallugists 
Chemists 
Mechanical Technicians 
£lectrical Technicians 
C•raughts Men 
Laboratory Attendants 
Plullltbers 
fore•en 
"achine Operators 
"achine Attendants 
Scrap Collectors 

Accountants 
Internal Auditor 
Senior Accounts Clerks 
Cashiers 
St'atistician 
Store Keepers 
Marketing 
Purchasing (Supplies) 
Clerlt.s 

Personnel (Administration) 
Supervisors 
Typists 
Drivers 
Turnboys 
Security 
Compound Attendants 
Canteen Attenddnts 
Office Messangers 

TOTAL 

• I ' ~ I~• r _ • • , 

4 

1 

l 
10 
6 
l 
l 
3 
Q 

7 
17 

4 

4 
1 
3 
2 
1 
2 

4 
.. 5 

2 
0 

2 
28 
17 

4 
7 

164 

f 

I 
t 

I 
I • 
, 

' 
t 
I 

' 

I 
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Production Manager 
Secretary . 
Production planner & prodress cierk 

1. Scrap handliny 
2. Elect. arc fnce.(& casting) 

2 Operators 
i Foreman 
1 Supervisor 
~ Operators 

3. Casting - continuous caster- 1 Supervisor 

casting pits 

4. Rolling Mills(& preheating)­
Preheating furnace 
Roughing & Cross Country 
Roughing Mill 

5 Operators 
l Supervisor 
4 Operators 
1 Foreman 
3 Operators 
l Supervisor 
2 Operators 

Operators 
Supervisor 
Operators 
Operators 

Cross Country Mill 5 
Continuous & Finishing Mills 1 
Continuous Mill ~ 
Finishing Mill 3 

5. Cooling Bei3, Cutting and 
despatch 

6. Cranes 

7. Transport (in works) 

8. General Labour 

•• doy work only 

1 Supervisor 
:> Operators 
6 Drivers 
6 Attendants 
2 Drivers 
2 Attendants 
8 Labourers 

Details of mointenance manning to be 
worked out in consultation with experts 
during erection ~tage. 

1 
1 
1 

3 

6 
3 
3 

12 
3 

15 
l •• 
4 •• 
3 
9 
3 
6 

15 
3 

12 
9 

3 
15 
18 
18 

6 
6 

24 

l 9i 
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Al~t!EXE VI 

~XTRACT FROM AMENDMENT N0.4 DANIEL! 
CONTRACT N0.2388/82 

DATED 2.7.88 

... · .. 
11. In ~! e event of EASCO not being able ro provide 

the < ivil wo·rks necessary to co111Dence Erection of .. 
•• Equ:~Lent by 1st March ~990, Dapieli shall refund 

t9 ,SCO an amount equal to US$ 450.000 and the . 

. contrf ct shall .be deemed completed. 

12. .::~. res~r~es ~he. right . to-:.~~ ~anieli to supply 

equipment/materials valued US$ 450.000 in lieu of 

the ~efund of a like amount mentioned above. The 

: : _; c.ost f.f such equipment/materials shall be mutually 
· 't• · agree1~ upon by EASCO and Daniell amd will in· no 

case ~~e higher than the lowest p~ice chargf;d by 

Danieli to any other custome~~ 
.· EA~:co'.\ ma_y dema~d a certifi~ate from the Auditors 

~of.· ~an~elt to· substantiate th'- price. The 

eq,lip~ent/m~terials ~hall be supplied as soon as 

poasiQle after EASCO's request. 
. ' 
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- ·At-!t!EXE~ VI 
------------------------------------"* DANIELi fogk> I Sheet n. 

l 

1.0 

4( . . ,, 

I 
AMENDMENT NO, 5 TO CONTRACT NO. 238.!Ull 

I 

WhereaJ ~endment no. 4 to Contract no. 2388/~7 was 

signed bn 2 Juiy, 1988, 

:::~rea~ t~e said Amendment provided that if EASCO did 
n~t complete the civil works necessary to commence 

I erection of the equipment by 1 March, 1990, DANIELi 

shall ~fund to EASCO US$ 450,000.• and the Contract 
I 

shall be deeemed complete 

AND I 
whereas! even if the contract is completed as foreseen 
in item no. 11 of the amendment no. 4 to the contract 

I no. 2388/82 signed on~lnd july 1988, in the spirit of 
:·· I ~ 

cooperation both DAN.I and EASCO wish to realize ·the 
success~ul coapl~tt~ ~~vnning of the st~el plant at 

I .. , .. 
Masese rn Jinja. ·=--..,:.._._ ~- · 

Now, therefore the -{_ils hereto agree as follows: 

I 
~ ,,.~ 
.- -.:~ 

, The above mentioned amount of 450.000.- USO will be 
used to~ the supply·of equipment/aater1als/train1ng/ 

. I 
supervision of erection and commissioning but not for 

the civil works, overhauling and bolts .. I 
supervision to 

I 
and nuts 

I 
plant startup, mentioned under items 7.0, 10.0 

and 14.0 hereafter. 

0 



Uganda Development Bank 
c c 

IPS Building· J4 Parli:mcnt Avenue· P.O. Box 7210 ·KAMPALA 

I 
Telephone: 230740/6 ·Telex: 611:43 ·Cable: Dcvbank In any reply please quote No.l •. l3H8 

I 
I I I 
I 6th June. 

r • ~ I 
·t 

H/S East Af~lc~n Steel Corporat!on Ltd. 
P.O. Box 1023, 
m!:!!· I 

ti, B. fi "= :~ ~ -- . __ • LI u, JPAf·· 
- REllFIVtD. - -

,--=--:-:~~:~::.;~..J.. __ _J 

D~ar $ir; • • 

I 
I 
I 
i 
I 

I . 
Re: REHABILITATION or K/S !.A. 

i 

1.; JUN •:qj -
-~''7• ... ,.,. ··---. .•. -.. ....,,.;."':• 

Folloving a diacU8aion held at our office• on 17.S.91 attended by 
"your; · [ · 

- Kr. 1-B.~Tayebva General Manager 
- Mr. Tcia 011nnyo Chief Accountant 

lllld our~. F 1. : la•ujj a General llauager /Operatiou.o 
- Mr. D.'V. ·&aanje · - Hanager/lnduatry 
-:.; Mi-. B~ &teefu .· Assistant Manager/IDduatry 

yo~ ver~ req;eat~d to p~epare and aubait a comprehe ... ive.project brief 
to.the-Bank covering the !ollovillg aspect• among othera;-

(1) Inve~tMo~ ~financing plan · 

(ii) The ,-ounce, terma and condition• associated vith Government 
tnveJt8ellt.in the project for importation of machinery and 

· ci vi vorka. · 

(iii) Det iled aaaessaent of the project'• local-coata, aaaociated 
vit~ utilisation of the propos-1 loan fund• to coaplete ancl 
collliiaaion the-project. 

(iv). 

(v). 

Vor~s:~pital requireaent• ..,. financin& . 

levi,v of Daniell! supply contract 

(vi) Copyjof:tha Joint Ven~ure Ag~e ... nt beL~een GoverDll&Dt and 
Had~, an~ . · 

I I 

(~:::~ :::!j·;~~ :::b~:::i:::r1:::u::::i:::.:oan period 

The Bank'• r 
1
action to your propo~al vill be given after tb• requeated 

information aa been received and reviewed. 

' , 
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ANNEX IX 

EAST AFRICAN s:~EL c:RPORATION LIMITED 

Headin~ for Te~der Jocument Conditions 

1. Tenderers must satis:y t::e employer as to their technical 
qualification to exec:.lte t~e work. 

2. Tenderers will be require:i to visit the site and satisfy 
themselves as to the qua:.ity and sufficiency of the Civil 
Engineering work already executed. 

3. Tenderers will be re~uire:i to satisfy themselves as to the 
condition and completeness of the machinery and equipment to be 
installed. They should provide in their offers for replacement 
of missing or damage:i ite~s or components. A list of items 
known to be deficient or requiring replacement is available to 
assist tenderers but ~his is not to be regarded as complete or 
absolving tenderers from responsibility and making their own 
assessment. 

4. The erection contract will include t:i.ie overhaul of those items 
of old plant and equipment indicated in the plant schedule. All 
other items are new l::.lt ha7e been on site since 1987. 

5. Tenderers are required to include in their offers provisional 
sums for the replacement of all refractory materials which ar~ 
considered to be unusable due to age deterioration. 

6. Tenderers must include a time schedule for completion of the 
work of erection and commissioning and start-up of the plant. 

7. Tenderers will be responsitle for recruitment of all necessary 
skilled and unskilled personnel required for erection, testing, 
commissioning and start-u;: of the plant. The employment of 
Ugandan nationals, where appropriate, will be considered an 
advantage, but the successful tenderer will be entirely 
responsible for the performance of their personnel and will be 
:equired to replace a~y whc are considered to be unsuitable or 
incompetent by the e~ploye~. 

8. Tenderers must familiarize themselves with local conditions and 
all relevant laws and reg~lations of Uganda. 

9. The supply of all necessa~y tools and erection plant will be 
the responsibility of the successful tenderer. This wi 11 
include all transport necessary for their personnel and 
materials. 
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ANNEX IX 'c.;td.) 

10. Customs duties aJd charges on imported equipment and materials 
will be the responsibility of the employer. 

11. Tenderers should include in their offers a separate price for 
providing a management supervisory service for th~ first full 
year of operation. They should indicate the qualifications and 
experience of the personnel they propose to appoint for thPir 
task. As an indication only it is expected that the following 
activities will be covered, but tenderers should make their own 
proposals after visiting the plant :-

Steelmaking by electric arc process 
Continuous casting 
Rolling 
Mechanical maintenance 
Electrical maintenance 
Electronic maintenance 

12. Tenderers will be required to deposit an amount of 
us$ ............. by a confirmed irrevocable letter of credit, 
which amount will be repaid to all unsuccessful tenderers. 

13. The successful tenderer will be required to enter into a 
contract and to replace the tender deposit with a performance 
bond in the amount of 10% of the contract value. 
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t.ECRAMS: .. ECSTATIC .. , KAMPALA ,' \•.\ •• . r . · 

JIRECT TELEPHONE No1.: 

MINISTER .............. 24U29 I. 
PERMANENT SECRETARY 2'2759 r 

. t ., 
CENERAL. .•..........•• 25!>051/4: • 

TELEX: 61117 ECONOMY UCA. •aa • .. nuc" irt•••• 
IN ANY

1 
CORRESPONDENCE <\,f ED/C/22 iO 

THIS St! IJECT PLEASE QUOTf NO: ············-······· 

The Resident Representative, 
U.N.D.P. 
KAMPALA 

Dear Sir, 

RE: PILOT IRON AND STEEL PROJECT 

----------------------------

ABNEXE X 

MINISTRY or PUNNING AND 

ECONOMIC DEVELOPMENT. 

P.O. BOX 7086. 

KAMPALA. UGANDA. 

7th June, 1991 

Early in 1989. the then Minister of State for Planning and 
~cofiomic Development submitted a request for a Pilot Iron 
and Steel Project at Muko. The cost of this project was 
initially US$ 699,000. To date, we have recieved no 
reaction from UNDP regarding the proposal. 

We would be grateful to know UNDP's position regarding this 
submission as the project is of high priority in our National 
Development Planning. 

We look forward to hearing from you. 

Yours Faithfully, 

I 

\ 
' ., \ '\" 

. tJ J .. 

A. LABEJA 
FOR: PERMAH.BHT SECRETARY 
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ANNEX .ll 

A. Estimated Cost of Erection. Commissioning and 
Supervisior. Qf_ Start-up. 

1. Replacement of missing or damaged 
items and materials:-

a) Refractories 
b) Mechanical Spares 
c) Electrical Spares 

170,000 
60,000 
60,000 

2. Erection, Commissioning, Start-up:-

a) Tools and Equipment 
b) Technical Supervision 
c) Erection labour 

500,000 
1,300,000 

450,000 

3. Reconditioning of Old Equipment 
(including spares) : 

4. Site training of Technicians 
during Erection & Commissioning : 

5. Cons.imables for Commissioning and 

Total 
us $ 

290,000 

2,250,000 

300,000 

200,000 

6 to 12 months operations after Start-up:- 1,250,000 

B. 

15% Contingency :-

Cost Qf_ Technical Management Assistance 
.by UNIPO (Ref:- Project Document Budget 
and Work Plan) 

Notes QD Estimates 

4,290,000 
644,000 

4,934,000 

1,200,000 

6,054,000 

ANNEX XI(ctd) 
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Notes on Estimates 

1. Items l(a),(b),(c): 2(b); 3; 4 are based on an offer by Danieli 
dated March 1991. 

2. Item 2(c) is based on an estimated requirement of approximately 
50,000 man hours to complete the erection and coDlllissioning 
with a labour force of 64 local employees and 22 expatriates. 
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Annex xi 11 

Substantive Col!lllents of QNIDQ on the Final Report 
on Project DP/UGA/84/018 

Rehabilitation of East African Steel Corporation. Jinja 
Prepared !>V Mr· G.J. Polson. QNIDQ Consultant 

The consultant was fielded to check the st~tus of the 
~onstruction work of the rehabilitation project at the East 
African Steel Corporation (EASCO) in Jinja, and to provide 
guidance and assistance in the preparation of the f orthcoaing 
phases. Due to delayed clearance of the consultant by the 
counterpart, at the ti•e of Mr. Polson's arrival the civil 
works were al•ost co•pletely finished. The quality of the 
works is good and the buildings and foundations are ready for 
start of commissioning of equipaent. 

The condition of the equipment was 
visually and the result in general is positive . 
of the supplier's (Danieli SpA) expert were 
parts and the refractories are •issing or became 
result of the lengthy storage. 

also checked 
The findings 

the same. Some 
unusable as a 

The status of 
care should be taken to 
and documentation. 
deficiencies at a later 
of equipment. 

documentation is not satisfactory. Due 
proper storage and handling of drawings 
Loss or damage will cause serious 
stage during operations and maintenance 

The most serious problems are related to the financing 
of the next phase - the commissioning and start up services. 
The delays of the construction works and the negative outcome 
of the negotiations with Danieli SpA lead to substantive 
overruns of the project costs. The calculations of the 
consultant show the following cost estimate of the funds still 
required: 

Convertible currenc_y 

1. Replacement of missing or 
damaged parts 290,000 

2. Erection, commissioning, 
start up 1, 800, 000 

3. Site training of personnel 200,000 

4. Consumables for commissioning 
and 6 to 12 months of operation 
after start up 1,250,000 

5. Contingency 15% 531,000 

4,071,000 



• 

• 

• 

- 3 -

Parallel to the start up activities, the 
international consultants of the proposed training 
and managerial package will review the situation 
of the iron and steel sector of the country and 
coae up with reco .. endations and action plan on 
the utilization of the domestic iron ore and 
natural resources for the iron and steel industry. 

The above benefits would 
expeditious i•ple•entation of the 
reco .. ended that the Ugandan Government 
the necessary funds through different 
to assist the Government in the various 

certainly justify the 
project. Thus it is 

actively pursue raising 
channels. UHIDO is ready 
aspects o~ ~~e project. 

Metallurgi~~-:;;~ies Branch 
Department of Ind~strial Operations 




