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SUMMARY - PROCUREMENT OF TRAILING SUCTION HOPPER
DREDGER (TSHD) FOR PORT QASIM
1. Port Qasim was established in 1973 in a deltaic region, on Sindh Coast about 40

KMs from Karachi City centre. It is amongst few ports in the world which has very long
Navigation Channel i.e. 45 KMs.

2. PQA is spending very huge amount i.e. 15-20 Million US Dollars (Approx) per
year (Maximum 60 Million US Dollars in 03 years) on dredging to remove 4 to 4.5 Million
Cubic Meters sand, clay and silt, to maintain required depths in the channel so as to
provide safe passage to ships calling at the Port.

3. The contract for maintenance dredging is awarded to international firms every
year as local firms do not have the capacity to undertake such ventures. There are 5
international firms which normally participate in bidding process for contract dredging

namely:

a. M/s Dredging International Belgium

b. M/s VanOrd Holland

C. M/s Jun De Nul Belgium

d. M/s Boskalis Holland

e. M/s China Harbour Engg.Co. China
4, The other major challenge PQA is facing is to accommodate requirement of
Private Terminals within PQA limits namely:

a. Container Terminal QICT-I & ||

b. OlL Terminal FOTCO

C. LPG Terminal SSGC

d. Grain & Fertilizer Terminal FAP

e. Liquid Cargo Terminal FWQ

f. Chemical Terminal EVTL

g. I0CB Leased to PAK Steel

h. General Purpose Bulk Cargo Marginal Wharves (1-4) PQA

i. Coal & Clinker /Cement PIBT

(Completion in 2015)

J. LNG Floating Terminal Global Energy

K. LNG Floating Terminal PAKISTAN GASPORT

L LNG Floating Terminal ENGRO under negotiations

m.  LNG Floating Terminal FOTCO under preliminary negotiatid
5 PQA is responsible and has made commitment with Private Terminal Operators

to facilitate entry of upto 14 meters draught ships in the port. As per implementation
Agreement signed with QICT (DP World), sufficient depths have to be ensured by PQA
to handle 14 meters draught vessels against presently available draught of 13 meters,
by Nov, 2012, otherwise, PQA will lose 2 US ¥ royalty on each container/TEU (Twenty

lof8




Equivalent Foot) which amounts to 3.47 Million US $ (approx) per annum. Hence, a
dredger at all times is essential for the port.

6. PQA for the last many years has been trying to acquire its own dredger to
offset/cut expenditure on dredging through contracts which has become a burden on the
economy of the Port. The project of procurement of dredger was included in the Port
Qasim Project Phase — | i.e. 8" five year plan of Pakistan, which was later dropped.
Subsequently, 1*' PC-l for procurement of dredger was approved by Govt. of Pakistan in
January 2001at a total cost of Rs 2500 Million including Foreign Exchange component
of US Dollar 30 Million (Rate of Exchange 1 US Dollar= 60 PKR).However, in 2003, the
project was sheived by Ministry of Communication. In 2004, the project was again
revived by the Ministry of Communication and accordingly notice for prequalification of
firms was published in July 2004 against which 14 international firms/shipyards

responded.

7. Nonetheless, during a meeting held under the Chairmanship of Minister of Ports
& Shipping in April 2006, it was decided that the dredger (Abul) being procured by KPT
would also look after the dredging requirement of PQA, therefore, PQA's project was
dropped. KPT dredger Abul after arrival in Pakistan could not be spared to meet PQA’s

dredging requirements.

8. In order to acquire a dredger, the Consultant “M/s IMTECH (Pvt) Ltd was
engaged in 2009 to prepare feasibility report for new ship including cost assessment,
financial viability and analysis of Financial Benefits to Cost Ratio (BCR). The feasibility
report prepared by IMTECH (Pvt.) Ltd was based on estimation in keeping 6000 Cubic
Meters KPT dredger “ABUL" in view, and dredging requirement of PQA of 4.5 Million

Cubic Meters annually.

9. The cost of new 6000 Cubic Meters dredger estimated by the Consultant was
Euro 60.0 Million (Rs 6.7 Billion @ Rs 113/Euro on 27 May 2009) and life of 25 years.
The cost of dredger i.e. Rs 6.7 Billion and duration for construction i.e. 1.5 to 2 years
were not in the benefit of PQA. As arranging of Rs 6.7 Billion for construction of new
dredger and in tandem continue with contract maintenance dredging at the cost of Rs

: D 1.5 to 2 Billion (approx) per year i.e. Rs 3.5 to 4.0 Billion for 02 years, was not financially

viable for PQA.

10.  The case for procurement of new or used dredger was approved by PQA Board
on 10 August 2011. Thereafter, the process for acquisition of dredger was initiated.

11. The Notice Inviting Tender for procurement of new 9000+10% Cubic Meters
Dredger for delivery on immediate basis/hire purchase was published in international
and national press on 17 Feb 2012. However, considering non-availability of new
dredger of required capability, Corrigenda for delivery of dredger hopper capacity i.e.
7000 to 11000 Cubic Meters was published on 21 April 2012, and flexible terms as
Addendum 1. Total 25 national and International companies/firms obtained the tender
documents
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12.  Four firms submitted bid documents on due date whereas, 03 firms were
technically qualified .The financial proposals were opened by In-house Dredging
Committee in presence of reps of bidders and Consultant on 20 July 2012, The financial
proposal submitted by M/s China Shipbuilding Trading Company Ltd (CSTC) was found
the lowest. Resulits of the same were also placed on PPRA and PQA websites,

13. The 7000 Cubic Meters dredger being offered by M/s CSTC is 3.5 years ald. [t
was considered prudent to physically inspect the dredger by the panel of experts prior
issuing LOI and going ahead with the project. The PQA team which went to Zoushan,
China for inspection of dredger with the approval of Govt. of Pakistan comprised very

professional and experienced officers.

14, The PQA team conducted detailed physical inspection of every compartment,
machinery/equipment and sensors. The team also carried out sea trials and checked
the performance of all major and minor machinery including dredging equipment /gears.
The team on return also gave briefing/presentation to PQA Board. The PQA Board in its
147" Meeting approved the procurement of dredger on 6% September, 2012. Thereafter
a conditional Letter of Intent was issued to M/s China Shipbuilding Trading Company
Limited on 24 September 2012.

15. Govt. of Pakistan has also approved procurement of dredger at the cost of
36.95 Million US Dollars. Salient features of terms and conditions on which dredger is
being acquired are:

a. Lease-purchase period of 03 years (36 Calendar months) will commence on
arrival of dredger in Port Qasim.

b. CSTC's crew will man the dredger for 03 years for dredging operations and
also for repair/maintenance of the dredger. CSTC will be responsible for
salary, allowance, food, insurance, medical expense of its crew.

c. Spare parts for repair/maintenance of the dredger for 03 years are part of the
proposal. Docking is also included.

d. Payment is to be made in quarterly instaliment spread over 03 years.

e. Maintenance, repairs and consumables (excluding fuel, lube oil, water and
other necessary supplies) and materials including paints, shipyard costs and
docking costs, shall be borne by the Supplier for 03 years.

f.  Dredging of Port Qasim channel, minimum 15 M Cum in 03 years ie. 5 M
cum of per year is included in the contract price.

g. The Supplier will arrange at its own costs the insurance of its crew during the
lease period. In addition, the Supplier shall bear al| costs on insurance of
dredger from China till arrival at PQA against all risks, through a reputable
insurance company.
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j. The Supplier shall arrange alternate dredger during lease period, if
unscheduled breakdown of dredger is more than 04 weeks. Further, the
agreement/lease will be cancelled for non performance of dredger.

16. The estimated cost of dredging 5 Million CUM through contract per year will be
US $ 21 Million. The cost through dredger on lease/purchase including fuel cost
would be US $ 15 Million, thus it would save upto US $ 6 Million per year.

17.  The contract finalization with M/s CSTC is in progress.
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COMPARISON OF CHARACTERISTICS INCLUDING FUEL

CONSUMPTION BETWEEN KPT DREDGER ABUL AND

CSTC DONG HAI JUN

DONG HAI JUN

S.No | Main Particulars KPT-ABUL

1 Length Overall 116.0 m 111.0m

2 Length between the perpendicular 110.0 m 112.0m

3 Breath, moulded 20,00 m 20.80m

4 Depth, moulded 8.80 m 8.50m

5 Mean moulded maximum draught at Half 7.80m 7.50 m
International Freeboard (Dredging Mark)

6 Deadweight “all told" at 7.80 m draught 9,200 tons 7908 tons

7 Hopper capacity at Highest overflow level 6000 cum 7000 cum

8 Dredging depth at 45 angle 20m 30m

9 2 x Propulsion diesel engines, each developing at | 4140 KW 2 x 3089 KW
maximum continuous rating output at 750 rpm

10 2 x Electric motors of dredge pump drive, each with | 1500 KW 2 x 441 KW
output of

11 1 x AC auxiliary diesel generator set with a 750 KW 2 x 400 KW
generator output of

12 1 x AC diesel generator set for emergency service, | 85 KW 90 KW

.| with a generator output of
13 Trial speed at a mean moulded draught of 7.80 m 13 Knots 12 Knots
14 Fuel Consumption
HSDO 14.62 tons/day | 12.66 tons/day
Lub Qil 0.11 tons/day | 0.10 tons/day
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REPORT ON PROCUREMENT OF TRAILING SUCTION

HOPPER DREDGER (TSHD) FOR PORT QASIM

1. Mr. H A Khan vide his earlier letter dated 25" May 2012 to Supreme Court
had leveled various allegations against PQA. Reply to the same was forwarded to
Ministry of Ports & Shipping vide reference A. The para wise comments on his letters
dated 29" August and 8" September 2012, relevant to PQA are appended below:

a.

As regards to letter dated 29" August 2012,

(N The Consultant “M/s Marine Consultants” had never submitted
negative report to PQA as alleged, rather technically qualified following

3 firms:

(a) M/s China National General Machinery Engg. Corp.
(b) M/s China Shipbuilding Trading Co.Ltd. (CSTC).
(c) M/s China Harbour Engineering Company (CHEC).

(2)  The In-house Dredging Committee constituted for procurement
of dredger, after detailed deliberations also endorsed Consultant report
in his presence on 16 July 2012. The original report of M/s Marine
Consuitant is held in the record of PQA. Copy of the same, duly
attested by Consultant and his team member is enclosed for perusal

(3} The financial proposals were opened as per standard
procedures/guide lines of PPRA by Dredging Committee in presence of
reps of bidders and the Consultant on 20 July, 2012, The financial
proposal submitted by M/s China Shipbuilding Trading Company
Limited was the lowest.

(4) Results of financial proposals were also placed on FPRA and
PQA web sites in compliance with PPRA Rules. The same may still be

visited.
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(5) The procurement of 1 x 7000 Cum Trailing Suction Hopper
Dredger (TSHD) on Lease- Purchase terms is as per tender
specifications published in international and National Press on 21 April
2012. T he dredger being acquired is suitable for dredging of PQA

Channel.

(6) The PQA Board in its 147" Meeting approved the procurement
of dredger on 6" September, 2012. Thereafter, Letter of Iintent was
issued to M/s China Shipbuilding Trading Company Limited on 24
September 2012.

As reqards to letter dated 8" September 2012.

(1)  The PQA team which went to Zhoushan, China for inspection of
dredger with the approval of Govt. of Pakistan was comprised of very

professional and experienced officers nametly:

_ — =

Sino | Name Appointment _| Remarks _ B
1. Cdre(R) DG (P& CW) | (i) Total Govt. Service 35 |
Muhammad years including 18 years sea i
Zafaryab service onboard ships and 4 |

years command time of ships. I

i
(i) Certificate of Service as
Master Mariner  onboard
Foreign Going ships

(i) Hydrographer of Pakistan |
for 07 2 years '
(iv) actively involved In|
procurement of dredger for
Pakistan Navy

2. |Mmr Chief Involved in dredging in PQA |
Jawwad-ud-din | Hydrographer | for last 25 years. Carried out |
Ahmed Chugtai | of PQA evaluation of dredgers |

capabilities with respect to
dredging and  monitored
dredging operations |
conducted by international
dredging companies i.e. M/s
DI and M/s CHEC, since

pe e A8 o o
3. Cdr (R} Syed | Chief | (i) 18" Class Marine Chief
Uzair Ahmed Engineer of | Engineer. ‘ |

| PQA
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(i) Total Govt. service 25
years including 09 years as
Chief Engineer onboard
various naval vessels.

(i) Worked as Deputy
General Manager in Karachi
Shipyard &  Engineering
Works (KS & EW) and has
the in depth knowledge of
repair and maintenance of
various types of vessels.

(iv) Worked as Director
Technical in Maritime Security
Agency (MSA)

(2)  The above team conducted detailed physical inspection of every
compartment, machinery/equipment and sensors. The team also
carried out sea trials and checked the performance of all major and
minor machineries including dredging equipment /gears. The team on

their return also gave briefing/presentation to PQA Board.

(3) PQA is not hiding report prepared by Mr. Raisuddin Siddique of
M/s Marine Consultants. The copy of the same is enclosed as aiready
highlighted vide para 1 a (2).

(4) Total 25 national and !nternational companies/firms obtained

tender documents namely:

['S.No | Name of companies/firms_ | Country
1 M/s. Karachi Shipyard & Engineering Works | Pakistan
(KSEW).
2 M/s. SUMEC Marine Co, Ltd |
3 M/s. China National General Machinery | China

Engineering Corporation,

4 M/s. Besiktas Gemi Ins. A.S. C/O. Four | Turkey
] Brothers
5 M/s. Ocean US Co. Ltd Korea
6 M/s. Catic Beijing Company China
7 M/s. Four Brothers. Pakistan
8 M/s. China National Electric Import & Export | China
Corporation
9 M/s. China Ship Building Trading Company | China
Ltd. |
10 M/s. Pak. Shaheen Agencies Pakistan _‘

1 M/s.Inai Kiara SDN BHD, Malaysia C/O. M/s. | Malaysia
A2 Zee Consultant, -
12 M/s. COSCO Shipyard Group Co. Ltd. C/O. | China
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M/s. Zona Pakistan (Pvt.) Lid.
13 M/s. China Merchants Heavy Industry | China
(Shanzhen} Company Lid. C/O. M/s.
Business Resources Development (Pvt.) Lid.
14 M/s. Richnond Global Traders -
15 M/s. Pak Japan Trading Co. (Pvt.) Ltd. Pakistan
16 M/s. Bahria Foundation Pakistan
17 M/s. Global Sourcing (Pvt.) Lid Pakistan
18 M/s. Millennium Technologies (Pvt.) Ltd Pakistan
19 M/s. Magbool Associates (Pvt.) Ltd Pakistan
20 M/s. Penglai Bohai Shipyard Co. Ltd China
21 M/s. Ahmed Jaffar & Co Pakistan
22 M/s.Scheepswerf Gerb Kooiman Netherland
23 M/s. Bilal Associates. Pakistan
24 M/s Dan Marine Hong Kong
| 25 M/s CHEC B China
. (5)  Four firms submitted bid documents on due date, wherein 03 firms as
Q mentioned vide para 1 a (1) were technically qualified.

(6) The services of M/s Marine Consultants were acquired in advisory
capacity only, in evaluation of technical and financial proposals. They were
neither required nor considered for visit to China as PQA experienced team
was suitable in this regard.

(7) Mr. H A Khan has raised a question in his letter dated 8™ Sep 2012 that
“Why there is insane hurry in buying dredger”. It may be appreciated that the
process of acquisition of dredger for PQA is in progress for last 10 years. The
1% PC-I for the same was approved by Government of Pakistan in January

O 2001, however, due to various reasons/pretext, the project could not
materialize.

2 Notwithstanding, it may be appreciated that the Port Qasim was established in
1973 in deltaic region. It is amongst few ports in the world which has very long
navigable channel i.e. 45 kms. PQA is spending very huge amount i.e.

15-20 Million US Dollars per year (Maximum of 60 Million US Dollars in 03 years)

on dredging to remove silt to maintain the required depths to provide safe passage to
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3. To remove 4 to 5 (approx) Million Cubic Meters silt from the channel, contract
is awarded to international firms every year as local firms do not have the capacity to
undertake such venture. There are 5 international companies which normally

participate in bidding process for contract dredging namely:

a. M/s Dredging International Belgium
b M/s Vanord Holland
C. M/s Jun De Nul Belgium
d M/s China Harbour Engineering Company China
e M/s Boskalis Holland
4. PQA for last many years is trying to acquire its own dredger to offset/cut

expenditure on dredging through contract which has become burden on the
economy of the Port. Nonetheless, people representing various interest
groups/mafias including international dredging companies have been creating

hurdles in the past and now.

5 Mr. H A Khan in_his previous letter dated 25" May, 2012 alleged that
tender for acquisition of dredger has been tailored/ “stitched up” on the

information provided by CHEC to facilitate them in winning the Contract.

However, after due process, the LOI is_issued to lowest bidder i.e. M/s CSTC
not M/s CHEC.

6 In the same letter in para 4, he alleged that KPT dredger “Abul” acquired
from Dutch (European) firm is underperforming, is in contrary to his statement

in para 2 that only European firm have delivered on time. He ailso accused

CHEC for not completing dredging work at PQA whereas; the CHEC has

completed dredging work up to entire satisfaction of PQA.

7. In his letter, at humber of places, the complainant has mentioned that M/s
Marine Consultants report was negative whereas, in actual consultant himself
alongwith his team fully participated in pre-bid meeting, technical evaluation meeting

and financial proposals opening meetings and also submitted his report.

8. Nevertheless, Govt. of Pakistan has also approved procurement of dredger at
cost of 36.95 M USD for PQA. Salient features of terms and conditions on which
dredger is being acquired are given below:

a. Lease-purchase period of 03 years (36 Calendar months) will

H

commence on arrival of dredger in Port Qasim.
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b. CSTC's crew will man the dredger for 03 years for dredging operations
and also for repair/maintenance of the dredger. CSTC will be responsible for

salary, allowance, food, insurance, medical expense of its crew.

c. Spare parts for repair/maintenance of the dredger for 03 years are part
of the proposal. Docking is also included

d. Payment is to be made in quarterly installment spread over 03 years.

e. Maintenance, repairs and consumables (excluding fuel, lube oil, water

and other necessary supplies) and materials including paints, shipyard costs
and docking costs, shall be borne by the Supplier for 03 years.

f. Dredging of Port Qasim channel, minimum 15 M Cum in 03 years i.e. 5
M cum of per year is included in the contract price.

g. In case the dredger is unable to dredge guaranteed volume of 5 Million
Cum per year then penalty will be imposed at the rate of 2.0 USD in
equivalent of PKR/currency per Cum for the balance volume which could not
be dredged in that year.

h. The Supplier will arrange at its own costs the insurance of its crew
during the lease period. In addition, the Supplier shall bear all costs on
insurance of dredger from China till arnval at PQA against all risks, through a

reputable insurance company.

i. Supplier shall provide On Job Operational and Maintenance Training to
PQA crew onboard the dredger, during lease period. Upon completion of the
training, PQA crew will be able to operate the dredger independently and
carry our maintenance routines.

9. The Supplier shall arrange alternate dredger during lease period, if

unscheduled breakdown of dredger is more than 04 weeks. Further, THE
AGREEMENT/LEASE WILL BE CANCELLED FOR NON PERFORMANCE OF

DREDGER.

10.  Foregoing in view, it is opined that the complainant is making his utmost effort
that PQA should not have its own dredger to meet its dredging requirements rather,
PQA should remain dependent on the foreign dredging companies mentioned vide
para 3 above so that these companies and their agents in Pakistan should keep on
earning huge profits through yearly dredging contracts.

11.  In the end, PQA condoles the sad demise of complainant's wife; may Allzh
rest her soul in peace and give patience to aggrieved family, particularly his
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daughters. We all are committed to work in best interest of our beloved country; a
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corruption free Pakistan for us and our future generations.




