August 07, 2015

Donald L. “Larry” Sampler
Assistant Administrator for Afghanistan and Pakistan Affairs
U.S. Agency for International Development

Dear Mr. Sampler:

Thank you for your response to my letter of June 19, 2015, concerning the U.S. Agency for
International Development’s (USAID) role in the operation of the Tarakhil Power Plant (see enclosure
). This letter provides the results of our analysis of the information provided by your office in
response to our questions. Unfortunately, despite apparently being a “vital component” of the
electrical grid serving Kabul, it appears that that this $335 million power plant continues to be
severely underutilized.

In particular, data provided by your office and by Da Afghanistan Breshna Sherkat (DABS) show that
the Tarakhil Power Plant continues to operate at only a fraction of its power production capacity.® As
you recall, the USAID Office of Inspector General (OIG) found previously that between July 2010 and
December 2013, the plant only produced about 63,000 megawatt hours of power, just 2.2 percent
of its production capacity during that period.2 Our analysis of the more recent data provided by your
office shows that the rate of power production has actually declined over time. Specifically, from
February 2014 through April 2015, the plant exported just 8,846 megawatt hours of power to the
Kabul grid, which is less than one percent of Tarakhil’s production capacity during that period.3 Table
1 shows the amount of power Tarakhil Power Plant exported to the Kabul grid compared to the
plant’s base-load production.4

Photo 1 - Tarakhil Power Plant in Kabul, Afghanistan

Source: Black & Veatch

1 DABS is Afghanistan’s national power utility. According to its Chief Operating Officer, DABS has submitted a proposal to Afghanistan’s
Office of the President to increase operations at Tarakhil by running the plant continuously to supply power to Kabul’s Afghan National
Defense and Security Force bases and industrial parks on a cost recovery basis. However, the Chief Operating Officer stated that the DABS
proposal remains in negotiations.

2 USAID OIG, Review of Sustainability of Operations at Afghanistan’s Tarakhil Power Plant, Report No. F-306-14-002-S, June 19, 2014.

3 USAID OIG reported that the base-load production at Tarakhil is 68,985 megawatt hours per month. We used this same base-load
production in our calculations.

4 Base-load production refers to electric generation resources that operate continuously and are available 24 hours a day.

1550 Crystal Drive, 9th Floor Mailing 2530 Crystal Drive Tel 703 545 6000

Arlington, Virginia 22202 Arlington, Virginia 22202-3940 www.sigar.mil



Table 1 - Tarakhil Power Plant Megawatt Hour Output

Date? Electricity Exported to Percentage of Base-Load
the Grid (MWh) Production Capacity
22-Feb-14 530 0.77%
21-Mar-14 988 1.43%
21-Apr-14 0 0.00%
22-May-14 34 0.05%
22-Jun-14 65 0.09%
23-Jul-14 118 0.17%
23-Aug-14 98 0.14%
23-Sep-14 125 0.18%
23-Oct-14 506 0.73%
22-Nov-14 152 0.22%
22-Dec-14 31 0.04%
21-Jan-15 47 0.07%
20-Feb-15 6033 8.75%
21-Mar-15 486 0.70%
21-Apr-15 164 0.24%
Total 9376 0.91%

Source: SIGAR analysis of USAID and DABS data

Note: @ This is the date Tarakhil Power Plant reported the data and covers the one
month (using the Afghan solar calendar) period prior to the reporting date.

In addition to running far below its full capacity, the plant contributes a relatively small amount of
electricity to the power grid serving Kabul. From February 2014 through April 2015, the Tarakhil
Power Plant produced only 0.34 percent of the total power on the Kabul grid. Figure 1 shows the
percentage of power on the Kabul grid derived from the Tarakhil power plant compared to the total
amount of power on the grid from all sources.®

5 Qur analysis of the DABS data found that the Kabul grid received nearly all its power from February 2014 through April 2015 (99 percent)
by importing it from other countries and hydroelectric generation.
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Figure 1 - Tarakhil Power Plant Output Compared to the Total Power on the Kabul Grid
(5-month period from February 2014 through April 2015)
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Source: SIGAR analysis of USAID and DABS data

Your response characterized the plant as a “means of providing insurance against disruption of
power supplies from Central Asia and as backup during peak demand.” However, that
characterization is contradicted by other information obtained by my office. For instance, the USAID
contractor hired to evaluate alternative fuel supplies for the power plant stated that “the TPP
[Tarakhil Power Plant] was designed as a base load plant, operating 24 hours/day, 7 days/week, but
was being operated to support peak loading only.”® USAID OIG also noted that “the plant was also
not used regularly...and therefore was not increasing Kabul's power supply to help reduce its energy
deficit...as intended,” and, “the plant is not regularly contributing additional electricity to increase the
power supply in the Kabul area as envisioned.”” These statements strongly suggest that, rather than
“providing insurance against disruption,” the Tarakhil Power Plant was originally intended to provide
electrical power to Kabul on a continuous basis.

In fact, according to USAID OIG, the use of the Tarakhil Power Plant on only an intermittent basis
caused damage to the plant. USAID OIG observed that “operating on an intermittent—rather than a
continuous—basis has resulted in more frequent starts and stops, which place greater wear and tear
on the engines and electrical components.”8 This underutilization of the plant has apparently already
resulted in the premature failure of equipment, which was expected to raise already high operation
and maintenance costs, and could result in “catastrophic failure.” This information also supports the
conclusion that the Tarakhil Power Plant was originally intended to operate on a continuous basis.

€ Tetra Tech, Inc. (USAID contract number EDH--00-08-00027-00), Tarakhil Power Plant Alternative Fuels Evaluation, February 26, 2015.
7 USAID OIG, June 19, 2014.
8 USAID OIG, June 19, 2014.
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While USAID agreed to, and has taken, some actions in response to the concerns raised by USAID
OIG, those actions have not yet resulted in the increased use of the Tarakhil Power Plant.® For
example, USAID completed an evaluation of alternate fuel options for the plant as USAID OIG
recommended.10 The evaluation considered several fuel options, including diesel oil, heavy fuel oil,
and compressed natural gas, using two time horizons—an operational life of 7 years and an
operational life of 21 years. Unfortunately, the evaluation failed to identify a more economical fuel
supply that would allow the Tarakhil Power Plant to increase its operations on a continuous basis.
Ultimately, the evaluation recommended the continued use of diesel—pending either a large capital
project to support the construction of necessary compressed natural gas infrastructure or
completion of heavy fuel oil system commissioning and operator training. In the absence of an
affordable alternative to the status quo, this apparently “vital component” of the Kabul power grid
continues to run far below full capacity and plant productivity has actually declined in recent months.

Affordable and reliable electricity is critical to the economic growth and stability of Afghanistan.
However, the construction of a $335 million diesel-fueled power plant outside of Kabul does not
seem to have contributed significantly to this important goal since it was handed over to the Afghan
government more than five years ago. SIGAR will continue to monitor developments at the Tarakhil
Power Plant to see if over time the Afghan government is able to better utilize this significant
expenditure of U.S. taxpayer funds.

This review was prepared by SIGAR’s Office of Special Projects under the authority of Public Law No.
110-181, as amended, and the Inspector General Act of 1978, as amended. Should you or your staff
have any questions about this request, please contact Mr. Jack Mitchell, Director of Special Projects,

at

Sincerely,

John F. Sopko
Special Inspector General
for Afghanistan Reconstruction

Enclosure(s): | - USAID Response to SIGAR 15-65-SP, dated June 26, 2015.
Il -SIGAR Inquiry letter 15-65-SP, dated June 19, 2015

CC:

The Honorable Alfonso E. Lenhardt
Acting Administrator, U.S. Agency for International Development

Mr. William Hammink
USAID Mission Director for Afghanistan

9 In response to the USAID OIG report and the accompanying recommendations to help correct the issues it identified, USAID stated that it
had either already initiated, or would initiate, remedial measures to assist the Afghan government and DABS to operate the power plant on
a more regular basis, as intended. In its response to the USAID OIG report, USAID stated that all corrective measures would be
implemented no later than December 31, 2014.

10 USAID issued a Task Order under an existing contract with Tetra Tech, Inc. for its Engineering Support Program (contract number EDH-I-
00-08-00027-00) to complete the evaluation. Tetra Tech completed its evaluation on February 26, 2015.

SIGAR-15-80-SP Review: Tarakhil Power Plant Page 4





























