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GAPITAL ASSISTANCE PAPER

INDQNESTA: RUSRT FERTILIZER PLANT \EXBANSIQN

\PREFAQE

At the request of the Govenpment of Indonesda, the TBRD ook hhe lead dn
Ppreparing this;prodeet,‘apnraisiqs‘¢t;qndﬁdeMequins;a fdnancing plan whigh
pov dncludes the International Development Assaciation (IDA), thhe Apian

Develapment Bank (ADB);.the(Goananﬂt‘Qf.Jﬁpﬁn:ﬁnd,AalADn Accardingly, /
tional b -

A.I.D.'s role as a londer is somewhat differe f in o ¢ ;
lateral loan eituation. £§§21A954mgggmﬁhg:gp;§mte}ayaluamiqnsosﬁknughnxﬁﬂ

the project, and nave written the appraisel aud anelyses contained dn wihdp
baper, .except as otherwise identifieqd in the Table of Confents. ‘The A.I.D.
Project Committee has assisted and consulted with the IDA/ADB an gl .agpects
of the project; reviewed tbeir;findiqss¢iqqnciusiqns‘andxnecommqndatiqnss
and satisfied itself as t¢ the project's .ecapomic, techpical and Tinancial
viability, and its compliance\wihh‘AfIxD,;Statutesﬁipentinentqugulatiqns
and lending criteria. '

Under IDA/ADB lendigg procedures, loansnegotiations;are,uauaa@y\qomplatad
before a project is presented for Board copsideratian. ‘This procedure yas
followed for the Pusri project and negotiations were conducted in Washington,
D.C. March 23 thru April 8, 1970, .among the IDA/ADB and the .several Ladonesian
Bub-borrowers. Representatives .of the GOI .and A.I.D. Project Committee
participuted in these negotiations and ttihe establishment of the terms .and
conditions on which this project is based and on which it will the implemented.
Such terms and conditions are reflected in hhis baper a8 negotieted arrangemants
between the IDA/ADB and.the,several:borrowersxﬂhiqheaneaacqqp&ab&e to tbhe

A.I.D. Project Committee.

IDA in conjunction with the ADB will continue &o;aqt;gs,prqﬂqq@iggggggggyg{}gn
benalf of all the lenders during the implementation eteges of the projact.

SPECIAL NOTE

After this appraisalIrqpqnt\was.completed; mhelﬁoannmantioi'mndquaﬁia;adgnhﬁd
-an exchange reform‘whiqh:ﬁubs&antial&yxunified:mﬁs(eth@qse rege syshem .and
resulted in some reduction din mhe.dolmar.qguixaiqn$(oi-thIquiah-inagiarzgs
most foreign exchange transactions are concerned. An &xohange rete of 378 Fp
per U.S. dollar is noy applicable ko tihis project., Foreign exghange costs
‘ﬁiiilnqtzbe,effeemedﬁ‘aimhqqsh_imsIquiﬁh(agung&qntxwi:i_mnutﬁﬁas‘mw;mﬁis

‘The lLocal cost component of tthe projact, being ﬁinangﬁﬂlhy:mndgngﬁiansﬁgnngga,
ghould not be immediately effected by tihe exchange mate adjustmant. IHowever,
over the longer term it ds reasqnable ko BsBume agme generel dncraases in
prices, inclwding the mri9§<9f.£gn¢iﬂm§9r,;eaag:mgﬁnnw<9flmh¢tgu9hgqgs nete
@benge. The oversll retunn on hhe dovestment e expacted 4o remeln suhetantially
@p shated herein. Annex L9 provides widitional degiadil,
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CAPITAL ASSTSTANCE PAPER

INDONESIA: PUSRI FERTILIZER PLANT EXPANSION

SUMVARY AND RECOMMENDATIONS

A. Application: Borrawer:

Benefdeciany:

B. Loan Amount: $20 jmiljlion.

C. Loan Terms:

To the Government:

‘o RUSRT:

Giovengment of Indonesie (Gomennment)

F.N. Pupwk Sriwvidjege (RUSRID), an existing
shate enterprise Wholdy owned by the
Govennment,, lLoceated neer Pellembeng, Sumetme,
Lndanesie; with existing emnanie/uree plant
facilities capable of producing 100,000
tions/yeer of uree.

O yeers, dneluding 2 LO-year grace jperiad an
thhe repeyment of principal with fintenest .ab
2% per annum Guring the grace perdod and

3% per annum thereafter.

L6=1/2 Yyeers, dncluding e h=1/2 yeor gnace
jperiqad an tiheé repayment of principal with
dnterest ab 1.2% per annum. Lnterest during
@anstruction -and .steut wp (finst 3~1/2 yeans)
will mot be compaunded .and interess Payeabile
&% the .and of the perioed will be capitalired.

‘To assist PUSRI dn finencing the foreign
exohange «qoshs required %o Qonstnuet & new
fertiliver plant cepable of producing
380,900 tons/yeer of unes, releted offsite

wtilitdes, and the provision of theshnicel
aeslotanae for RUSRI management






\G..

H.

wells and four‘nompneaaor:utmtﬂons,\thnhxwﬁnnlpnnnnn& furtthar
‘dqpletiankorzthe(existingznaaanyes dn mhefSouﬁh:ﬂnmahna.ﬂmemﬂs“

‘Project Implementatian: N “"7’5/ch;

firm experienced in ammanie and urea plant technology @mechnienl,ndyiaor»
'Will assist PUSRI in implemanting mhe;prqueot:and:aat:as:an.extansionlnf ]
PUSRI"s own technical staff, ‘mhis<oontraa§qr\wﬁll“me:sechhad(nn tthe \,/)

Part A of the Project will have mhreenmqﬂgginnnmmacmsu ,ﬂ(nnnaumtmqg

(bagis of IDA procedures andzﬁggggped{bysthg,mnaq\wmth'mhe\ﬁﬁﬁbunngnaé<or .T,ﬁ
the other lenders, andxwill:be,generally responsible for .assistarce in )
the selection of the following.contructsn

\.A,generul contracygrvwill*have‘overallrrespousibildmy for Part A of the

project, as well ag specificeresponsibilimy for the design and proourement ,475“\
of the ammonia plant and alltutilities-and.off-sime faci&imies, and for< - ST
equipment procurement , site erection and\oonstnuetionawonk,.inc&uding - N,
that ou the urea plant. This\oontrnctor\will‘be;res&ricmﬂd,$94pref B
qQualified U.S. firms, and.selepmegégnﬂ,finguaadjbxﬁauﬂ¢2¢lon the basis

of competitive bidding in the .5,

A wrea plant contractor will e responsible for supplying the components = |
of the urea plant on & package basis and will be sellected from pre-
qualified Japanese firms on the bagig of competimiyeibidding iLn Japan.

-

AT
.

‘

All other imported meterials and servioes\willkbe;pnecuned.on the basis

of international competition. Financing for:suchxm&terialsland(equipment
Will be attributed to an appropriate Lender after ibids are tiendered and

the source and origin of the‘mamerials;and‘eguipment‘can‘me‘esmablishad,
(Other lenders have source/origin maquinementS\whithmust-a&solbe‘absermed,»
In cases where it is considered mhatlmone‘eoonomiCyprocunemenm.wouﬂd result,,
additional iteps may be prealloeated fqrxnationaﬂ(uompemimiwe?biddingm

Part B of the project will ibe implemented by separate meqhn@cgg;ggxggggg“h
and canstruction firms. }ﬁibﬁﬁighént.ofkeguipment:and:serwices\wil& be
financed out or Ipp and ADB mundssand\canducted.in:acaandanaexwimh tihedir
Proecedures. ’

Project Cost:

The total financia&;megumnamanms:mQr mhelpnqnaatz&nezas:mﬁlmnuss



(% million equivalent)
Foreign Exchange Iooal Currency 'Total

mmunia/Uréa Facilditieg

‘Materials & Bervices 3.5 #6.. #$50..3
Pre-operating ‘Expenses 2.9 L.k h..3
‘Contingency & Escalation 8.8 1.6 Lo.h
Working Capitel 1.6 1.9 3.
‘Canstruction Interest - 5.3 —_—Da3
Sub-total 56..T 7.0 3.7

Gas Conservation & Transmiasion
Materials & Services 9.7 .3 1h..®
Oanstruetiaon Interest - 1.1 1.0
Sub-total 9.7 5..h 5.0
Management Assistanee 1.6 W 2.0.
'Total Project Cost $68.0 #22.8 $90../8

I. Financial Pl an:

Total financing requirements of $90.8 million will e met tthnu the
Tollowing plan:

1. The eo-lenders will make aveilable flunds tho tthe Government @n tihe

following terms:

k(‘;$millio‘n equivalent))

- A.I.D. $20 A8 set forth lHemein.,
IDA 30 ‘50 years, including & L0-year

{grace period an tbthe repayment
©f principeal and tinterest, witth
interest at 1/2 of 1% for tihe
mext ten years and 0-1/2%
thereafter, aveileble for PNo-
ourement firom menber countrieg,

ADB 0 30 years, including an B<year
- ierace period with intenegt fh o
2-1/2%., usskle @nly in countrieg
which heve ocantributed to dts
Bpecial Fund.

car 8 a0 yeers, tncluding a grace pering

_ of T years, with intensst st 3-N/2%,
tied to proourement g Japan. The
loan will e made tiough tine




2. The Government wigg contribute $10.3 million equivalent im Lo -
dooa] currency, $6.% midlien ig cummmmmmmnmm and 7
-aspume Tesponsibility for‘anyinost;gygnnunsxvhithmayaucnurﬂ
fr .o

"3.7"PUSRI will.provide»$6,1‘million through wash generationg from
:existing.operations.

e '\ e
ix

‘Thus the external financing to mﬁgfyqsgﬁlzamount to M68 million firom tthe
.co-lenders and $16.7 milliog mnom-the<ﬁovernment,:a totel of $84.7 million.
‘0f this amount $2ﬂ0:millionawilllherset,aside Tor management assistange
during mhe.stunt—up‘period:andthetbulance\of-$82;ﬂlmil&ionnquitaldzed,
and made available mo_thetheneficiaries”»as Tfollows:;

'To RUSRT: (i) ,$6¢11m111ionnequiva1ent in the Torm «of equity;

(G5 D) i$hBJB:million‘equivulent in the form of g
Senior loen at 12% interest per annum far
16-1/2 years incauding?h-l/2;yeara<of;gnnue;:and

(dd4)) :$13.2rmillion:equivalent, in the form of g
‘Bubordinated loan, for L6-1/2 years gt 12%
ﬂnterestvper;annum,xwiwh interest to aocrue
aftter May 1, 197h ang repayments to begin
3 years luater,

To IPERDAMINA: $15.0 mildion equivalent, tncluding $9.7
million of the @oreign«exohunge” in the form
of & loan for‘23;years, including 3 years of
grece, at 12% intepest per annum,

‘The foregoing 1oan5'&resrepayab1e to the Government in Rupishs ang pro-
Vide for maintenance of walue in terms .of W.5. dollars. ‘The A.T.D. Loan
Prooeeds will be attributed to the :senior loan %o PUSRT on terms set forth
in 3 (ii) above.

T Alternate Sources of'Financing:

This project haSIbeen.agreed to as part of mheIUJSuzassistanoe‘mo
Indonesig, committed through the mnterlGovemnmenta&(Gnoup for Ondonesiia,
‘The Export-Import Bank'advised‘on‘ApriEZEO”,E9m0, that it was not -
terested in financing this project.

K. ?Mission'Views:

The .country meam-suppchS'Mhis mrqnectzamﬂ:mecammenﬂsqupnuvdl(mT‘Whe
A.I.D. loan. Pursuant o ‘Bection €L0(®) of the Roreign hesisteance Aot
©f 1961, as amended, e certifioetion of the Director, USATD/Indonesia,
is attached ag Annex /8,
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L.

‘Statut Oritveria;

A1l applicable ‘statutony oriteris are met.. Bee fmmex 17.

Issues:

None,

Anecommendwtionsn

It is recommended thnt %30 milNion Lomn %o tthe Government of
Indonesia be authorized for the punpose w@and on the berms and
‘under the conditiong ‘set Portth tn tthe draftt Loan suthorizetion
included 85 Annex 23.

Project Committec

Chairman and Loan Ofificer *  Dallbon A. Grifyity
Legal Adviser H fsmanmeyIBmIKay
Engineering Adviper James Qooperman
zProcurementAAdviser Robert A. ©ahn
Desk Officer % Gereld L. Kameng



I. INTRODUCTION

1.01 'mhafcovcrnmentrof‘mnaonesla Kﬁhe(covevnmantblhuaéuikeﬂ for assist-
ance in financing .a mow fertilizer plant of P.T. Pupuk Sriwidjaje (PUSRL) o
produce BBOJOUO:tonn\ofiurea;per yoar, 'The:new;plnutiwodma:&ncwaaaaiBUSRIWi
urea capacity from presentcly 100,000 to~%ﬂn§000iton-:perryout:aua\wwulﬂ}bc
bullt sdjacent ‘to whe'exiating;plant!naurfﬂiladblng.wnISOuﬂhfSumitrn (Hap
1).. HUSRI 4s afStnte~entcrpriae\dhdl1y»nwned1by ‘the Covernment. The
eidsting plant conplets of an ammonia ‘and wrea wuniy, Tt &s ‘sivucted .on

the bank of the Mugi rlver permitting cobastal and Inter-island shipmonts

of its output, Apart frow ooma'atavtﬂup?help.ltlhas?bucn«uperlting largely
without outside assistance amd, over ithe past fcv‘yenrs,udt=nenr-cnpacﬁtyu
except for the first half of 1969\when;production\was Teduced due to ‘tedhe
nlcal difficulties,

1.02 The Aseociation:thereﬁorc‘agreed to ithe Government's request that
the Benk group take the lead in=project1prcparntion:nnﬂxnpprninnl.and.in
flrming up the financing: to this and the Asaociation, the Asian?Dcvclqp-
wont Bank (ADE) and the U.S. Agoncy for Internationsal Develapmont (USATD)
‘bave workad closely together. iIn My 1968, an IFC migsion vigited Indonosia
mainly to make a preliminary assessment of:ﬁhesavaildbinity~of'nacuralrgas
for the project. Ig,duneﬁl9§§L;y§ﬂ9§Jggnt;g;t%with!USAID,xﬁhe<covcrnment
commigsioned John van der Valk and.Associatas,“;YU;S.ﬂconsdlting;firm.‘to
make .a feasibility study of the projlect. This study 1/ was completed in
aApril 1969, Subsequently a joint IDAIADB:miaaionxmadefanfapprnladlfof the
project in the field, followedwup:by‘another.misaion in August/Septenber
1969. Also, in July, the Association reviewed in ‘the field the feasibility
©of the gas conservation and transmission jproject. A Japanese mission exa~
uined the project in October/November 1969,

1.03 The proposed expansion;project‘conaista‘ofinew>amm0niu-urea facili-
ties with daily capacities of 660 tons of aumonia and 1,150 tons ‘of urea Te-
‘apectively, and 1s to be built adjacent ito the -existing plant. This plant
8ize was chosen among various alternatives that 'had been ‘considered ‘as the
most appropriate in the light of the relevant!techn&cdl,lmaﬁkating and 4~
nancial considerations. Natural gas fvom o1l and gas flelds some 115 km. to
the southwest will serve, as for the , resent plant, as feedstock for ammonim
iproduction and as fuel, 'The;gas\willfbeimaaeravai1§hlejhngﬂﬂiwgp§§§mﬁng
(PERTAMINA), a Government~owned«oilAcompany«anaAN;W.fStpnAnrﬂthggum'Petro-
1egE~Maatachappij”£ST§§VAQ), a joint ggnbureggijt;naard<0@}<00mpni§7ﬁf7pgw
Jersey and Mobil 0i1, Both PERTAMINA and-STANVAC'éﬁh'hﬁa'upéraue‘eunenafﬁi
oil and gas fields in the area. The Association,fand~wDB,.from\dheibagin-
ning of their involvement in che(pronectnihnvekrccogntzea the wrgent need

o prescrve for future use gas'whidh-iszpresently flared on the PERTAMINA
and STANVAC fields to the extent that an econonlc wse could be found for

it. The project includes, therefore, not only ‘the necessaty ‘transmission
facilities to ‘bring the additional &8ss to the fertilizer plant but also a
§a8_conservation :scheme.

L/ Hereinafter vefarved to as the van dor Valk raport.

0"‘2.4 [



II. 'THE FERTYILYIZER HARVET TN MM'!

e
A« Agricvlture in Indonesia ,,/::>\\\\
2.02 Indonesia is an archipellajo of more than 13,000 ialanis wrret

along the equator. Some 1,000 ‘of theme 1slands are 1nhabived, ‘the Tast belag
‘tod small or too barren to ‘support a :papulation. Of a total land area of
about 180 ‘million hectares (ha),, sbout 18 w{1l%on ha ure!unher-cultivitton:,
the rest 1s cébered’by.foreataior:ﬂunEWn,rlalnounuainOuarorlbuiltdup. '‘Wiith
the exception of a relatively few 1!tge¢cttatea&bf,=bugeﬁh¢r,-ﬁboutﬁone
million ha, moat of the cultivateil lanﬂ.lu~artensivclyfadbaiviaed‘wfdh

most farmars working less than ona ha. :

2.02 The country's papulation is approximately 118 million and has
beon growing at a rate .of 2.4% per anmum. About two~thirds of the ‘peaple
are crowded upon the island oE~Java,*vhichﬁcontainafonly 7% of the land
area, making 1t one of the most densely populated areas in ‘the ‘world with
almost six persons perx ha.

2.03 Agriculturevoccupiea1pethapa180210f ‘the papulation. Ralisble
statistics are faw in Indonecia, 'but available ‘data indlcate that in. 1968
agriculture contributed almost ‘half of ﬁhg*na:ionnl“incoma,ﬁdhilefmanufac-
turing and trade contributed 811ightly more than #i quarter. 'The principal
Crops are rice, maize, cassava, groundouts, aoyaibenna,faweetEPOtatogth>
tobacco, coffee, rubber, cinchona,;papper,ikapdk, fihera,=coconutzpro&ucthh
palm oil, tea, sugar and indigo. lRiae;ngby¢igy;ﬁhggmowtMimpnznan;4ggggla
Its cultivation occupies about 557 of The total ares in Jood ‘crops. Close
to 60Z of the country's rice 1s grovm on Java,ﬁéhére\practically.evury?héc-
tare of usable land is already wunder cultivation ‘and where any immediate
increase in agricultural output will?hnve1toibm*dbtawnedrlargdlylhy'more
intensive farming.

B. Past Consumption of Fertilizer

2,06 Statistics of past consumption in'Inﬂunasia(of?nitrogen,:ﬁhb&ﬁhﬁti
and potash are not precise, but it 1s evident ‘that ‘theve was no signifivant
or consistent increase during the 1960“szdtflewdt%up<no 1967768. 'Tha van
der Valk report has estimated that, over ‘the seven-year period April 1961

to March 1968 1/, yearly consumption of the thiee fertiliser wutrients has
averaged:

by Fertiiizer year: April 1 through March 3.
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ShErogen as N 72,090 tons
fgfe?éwf;@ 26 P20 36,999 tons

Rorash” 20 Ky0 3,099 tons

397 ¢ 20Ny half of the ) haloins EIONNES Of ndtrogen, mestly gn she
$orB of urea with 467 of ¥» may have boen”applicd ¢o' rice. $ince most o
Indonesta’s rice 45 gromm ¥ thout benefit of shemical fertdlizer, rice yields
aze lov and average on1y abo L tona of L

\CLQ '.-n.%?st \'o

about 1.3"fo milled rice perha (aee Anncx

for defdnition of rernc), Patortcal infomation on this posni 18 inade-
guate 8o that cthe amount of fertildzer acrually #pplied to rice 18 notr knoym.
Jveh information ay hug bapn gollected indicates thar oyer the past few
To oy aome 43,000 tons of fertslger Irosen (N) has been appiied annpal
5P Fhee.  on'the” assumprion EhaL Grdet the conditions then exioting Incly ans
Ehe U5 of ‘traditiona varleties of rice, one ton of fertilizer nitrogen pro-
fuced an addaitiona) 19 tons of milled rice (or one kom of yrea produced

&qps of milled rice), xiceip;qdugt;on‘qctribggqble to fertilizer usage
ygsyqnly’uboutbhalf a million tons out

h g

£ons of milled rice produced, VThus‘e\vq?xQéqy,pxéaéxsion;9f the potential

Anerease in rice prngcti?h“ﬁpgaéﬁﬁ the use of fertilizer has been realized,
2.06 Under the 1mpg:ysl9ﬁ(99ve;nment progrqma‘dcscribcdlin la;er‘pa:a~

8raphs, apparent fertilizer nitroged\;qnsumptiqn 1s gradually increasing,‘

[ .

fhere scems to be 1itcle need foF wotash application’s: prasen gn the pre-
‘dpm;nantly volcqp;c,qgils Qf';quggqéa: e —

L. Present ang Future Rice Produc;ion

297 . The level and gualiey of food nutrients in Ihdonesia is daov

b N i

HA R .. . bR 1N TR fa.a o VRN . ~."’.1A
world standards. Average per ¢apita daily intake 15 gstimated at only 1,980

Fpegos Aneluding 40 grams of protaty The Coyernnent, in its currene

o L Y

Flve-Year Plan (1969/70-1973/74) plans 58 Increase’the ayerage per capira
galorie intake to 2,309 calories per day, to improve the putritional balance

-Lil,;,y iheredsing the share oF Protein and to make ‘the pation self-sufficient i
908

298 e o2he Plam stipulates tyo m °F Larasts: one for-the-proguccion
of Iige and'the ofner zov SYERLL T b % folloving table come

ithy ; ﬂ' 2"(9(?(9 ﬂ\W}‘y

Pares these targets Yith actual Achdeyenents 1n L

BN

—_,i/“w';&fég;ﬁgg Eclggoqig oy TLEROR MRS BrssRects of Indomests! EAR-30m
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M: st Araet
Wellad rice (in aion cone e R
- BEoductig 103 L.
;n;:ms 0.6 -
;o:al nil&qd rice , ’195‘ 3.4

Qvaer-all faod @“pp&y (kg per &apita axpressad

in rice equivalent) 142 378

Ehe Bank's latest Economic Rngp;: gxpreosas doubt that this rice target ig
:per Recessary or fansible. A more rnaliatic rice proquct;op :argq; can-

oistqpt Vith an anqupl per capgta income grownh of 2%, an income elasticity

of demand for rice of 0.6 and a population increase of 2.4% per year vauld

be 13.5 mdllion tons of milled rica in 1973/74, or an increase of 3.2 odl-
ion tous aver the 1968/69 output.

2.09 To attain this Jlevel of rice production within the time envisaged
wiﬂl requira the use of hiah yiolding rice variatian which need good irrd-
gation and oubstantia} amgunts of fertilizer. Such variatiecs are nlready
baigg introduccu under the BIMAS and INMAS pragrama. doacribed in Annex 2.

2410 About two-thirds of the rice land is irrigated. Many of the
irrigation worka haye fallan into diarepair. Thedr rahabilitntion 1a

aqong tha 1mpo an: tauka in raining rice production. Access roads, alao,
bave doterioratcd aubntantially in many arcas. ‘The Departuwent of Publgc ’
yprks intcnds. during the current Five-Yoar Plan, to upgrade some 6, 120 km
of rgggg and to recondition anqthor 11,280 kn. The Association and ADB " 71 Ly
hayo 80 far lent $54 mill;on (1ncluding tho propoaed 620 million IDA cradit
for Djntiluhur irrigation) for thg xgh;bhgitation of roads and irrigatiop
facilitieu and further projccta are 1in prqparation.

D.  Future Damand for Fertilizur

2411 Fertilizer usage in Indonesia is very lov comparad to usage in
some other rice producipg cquntries. ' :

Fartilizer Conaugp_;on in Soma Rico Growing,Countrieu
Awgrage,Usage-gg[ha of Arnble Lnnd -4;966/67 !*
§ Expreesed in

Lountry N 495 k0 Equiyslent yrea
Burma 22 0:4 S T Y
:7 apan BA8 R46 308
gorea 104 24 23 2R0
rak.tn:q o 9 43
Pb}f-ﬁvv nos &g 3 2 ;3
Taiyan 78 /02 §£ , '}ﬁ;
5‘ hfﬁ; | ? 7 1

ﬁ“?m m && Data is m 1966/67 »
ted in sevaral sowsces.
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VeR 3L At is apaumed that all of the nitrogon used dn ddoneada
yas ‘.“‘BP}&Q% m}}q &:1;'%‘.‘9 ver land (4.6 willion ha Arrdgated plus l£2 Bllian
4 rain fod) the average sayqump,tien Mould have been approxinately 16 Kg of
BAtrogan per ha, aquivalcnt to 35 i Of urea por ha. Under the BIMAS

NAS prograns the Government ia gining at urea applications of 3100 Kg ko
#39 X3 of ‘wraa per ha on the now rico variaties. " Even these applications
$I¢ reasenable when coupared to she usage in soma other rice Producing

&ountries.”

2,12 The predected incrosoe of 3.2 millign tans of rice is cxpectad fo
e aobieved in tup wiyz, Firot, {rrigated crop acreago 1 cxpacted vo gne
skpaae by 600,060 ha during the Roxt four yoars. If planted in rico ghis
would produce elosc to 900,000 rons per year without fortilizer. Yor the
reneliing 2.4 nillion tong of rice tho farmors will have te rasort to the
wae of the BIMAS Ltype inputs, roads and irrvigation oystoms will havae to be
iuproyed and axtendad ang agriculturcl extension wvork wiil have to be.q;qpr
ped up. ;qucr\;@gq@\Cqu};ion: At 18 cafo to forecav:c that ona ton of urea
will produce on ;qgrqmqngg;ygncrcnqa of 7 tona oflmillad‘rico,(;natqa¢‘qf
the 5 tons astimated An para. 2:03) 1/. Hence about 340.000‘tonaiqf!urqa
would be ncaded for added rice production. Thic would ba in addition te
the 200,000 tons nov being used. Another 40-50,000 tong would be neceded
for crops other than rice, go that total urea neads in 1973/74 might

©Ome £S 600,000 tans at the outside.

2:13 Additional rhosphate fertilizer will 2lao be neodod in order to
;ﬂpﬂgpp.thc‘qqn:;quq¢4cfﬁqctivanaas of guch a substantial increase in aitro-
880 oppifcation.  Ylrimately proaphata (P505) tomnage 1o axpectad to be

abaut half of the nitrogen M tonnage. A phoaphate fercildzor plant d4s

now bgingIhu;lﬁqug;»Tjili;jap_on Java and is designed to produce some 20,00
;qqqued:,ofAPZQs = far below what ig axpacteod to,ha.;qqg;rqd;wi;hin the
pext £ive years pr so, Since Indonenia has no commercially exploitable

,phosphapb;depqaiga, edditional P205 must be importad aithar as rav mate-
L2 or as finished fertilizer. '

2.14 If the uroa demand shown tn 2.12 ehove 45 to be realized iq \
1973/74 actions will haye to be taken to overcome a number of conatraipts )

£o the crowth in fertilizer sonoumption.  Among thase actionms ara the Y
rohabiliration of the Arrdgation aystenm, cnd its extension to yinirrigated || .

thon matersals, the education of tho farmar in improved Practices, the
PIoyision of the Becesnary diotribution systom for fertilizer, the mar-
keting of the crop, the @stablishment of an improved credit systep for xice

‘crop land, the proyisien ©f high-ylcldiag acod varietics aid plant protaecs

i P [hrbae

4ad improved processing, storage and markating facilitdes.

Y

8rea was part of a package whick ngad fro ¥g wrea and 35
Eriple auperphosphate (I§P) to 200 Kg £rea and 50 Kg I8P plus fa-
secticides and trace o, .
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215 Of prime Anportapco amang the vardeue constrafnts to fncreased uae
&f foxtplizers o ghe fact that Fdce priccs have baen flnctuating widely dn
&he past, thus making At Jifficule fox the farmer to knew mhat he cap Kea-
Aqnably oxpect to recoiye fLor hie cxop. Aloe the diffarontial betyeen the
PrAce of fertilizer and the recoipto for hig crop has beon lower than Ap

A VTR

Sthor fertilizer projocts dn which tho Bank @roup hap participated.

2.6 °  The Covornment 4s aware of thoco obataclca and o number of policy
£aedclons have ‘vean taken feading fo & concantrated program cesipnad to
gvercomo them. The major compenants of this progran degcribed in more de-

)\, £edl fn tho Dapk's dotast Eonomic Report 4/ aro tha ggtablisamspt of
>Au999rtwwm Xice and the tmplomentation of purchasing progranm at
gheae priceo; improvemont ip the fertilizor dictribution appsratus; the
provision of hatter crodit facilitden fnd dnstitutions; an intopsifiad
Tesearch program for the development of catiofactoxy blegh-ylelding seed

And @ program for lorge ocale produczion and dictrdbution of theve scods;
irzrovemant of cxtension seryices; @nd the rohabilitation, iuprovement
and expancion of irrigation, frenaport, processing and storage facdlirics.

Whide theso policy decisiona have becn tuken, dmplementatdon of them has
Just etarted and mogt of the work yor remeiue to ba dena.

2017 ‘The Governmeat ang the dsgocirtion have agreed that a National
~=2Fertilizer Study de needed to provide morn data ou markat growtlpotential
~ and wake recoimendations on distribution and marketiag of fortilizers, and

) RSt importantly, on implomeatztion of policias to provide the farmor with
) the moanc of obtaiping fertilizor oad an incentlve to wao ir. The Study

¥ Will be flnapced from IDA'e Tecyuical Assistonce Credit of $2.0 million

, cquivalent made in Docomber, 1968. The Government hau obtoined offers from
U guitable conaulting £irms and the atudy 48 expected to bo completed in the

-hatter part of 1971, During Regotiations a commitment from the Government

“wag obtained to undertake and complete the National Fortilizex Study and to
implement its zocommendations as agrced betwewi the Government and the
lenders. '

2.8 Obvlously any realistic foreceat of future urea consumption iam
Indonesia must take inmte account prosent conotralnts and tha time required
fo gvexcome them. It is very difficult te quantify with any degree of
cortainty their effect on fertilizor requiraments of 600,000 tons of urea
estimated for 1973-74 (2.12). An over-cstimate dravs penalties due to an
ipitial under-use of capacity of too large @ plant. An under-estimate would
simply advance the date at which the pext fertilizer plant (for which the
Government has recelved several offern of gollaboration), would have to e
buglt. The Association and ADB therefore concluded that a gonscxvatiye
EPproach in estimating sales should be chosen as a Least sk solution for
; Aﬁmw of Indonesia and have assumed urea Sonsumption to develop ag
8.

i/ i{m, Page §9-63,
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~Eu.cimngu,ongumg tion of Yrea \
O Ge 000 gewe)
Year /0 1970471 1971472 1972/73 I973/7% 1976/75 1975/76

Conpumption 249 275 315 360 419 479 249

The forecagt Sexrepponde Lo an average Anpual growth rate of 14%, While
&hdo do a vigozous LTouGh rate, countrles such a0 Pakigran have achlevad
pustained rates of cloge &0 20% per year; Rence, and since Indoncsia At
PEESCNL cousumes very little nitrogen (as an exauple less than L0Z of
Blerogen consumption in Pakistan per unit of arable and), the above rate
forecast for Indonesia 16 expected to be obtaingble.

B Domestic Production of Nitrogcnous Fertdl{zer

2,19 PUSRI 4g Preceatly implementing a Program to improve the Qperating

efficlency of dtg exipting plant. The Program is expected to bring annual

Qutput from the currept 95,000 tons of urea to the rated capacity of 100,000
kons by 1971/72.

2.20 4 second Govermment-cwnod nitrogenous fertdldzer plant, known ap
the “PETROKIMIA Prolect', for the production ©f yrea and ammontup sylfatre
s wnder construction pear $urabaya ou Java and 4s dye for completion by

Avgust/September 1970,  Construction wag otarted in 1964 but lack of Aocal
Syxreacy caused an interruption. Work has been resumed and progress gug-

gests that the plant will commence commercial production in eexrly 1971,

2.21 The PETROKIMIA plant, which uses the Shell partial oxidation
Progess on heavy fuel oil feedstock, 1g deusigned for an anmenia capacity
8f 220 tons/day. Asouming that the yrea plant will be operated on partial
recycle to obtain maximup Ritregen output, annyal Production of the plant
From 1971/72 would be 33,000 tons of vwrea and 123,000 tons of anmonium
#ulfate (equivalent to 27,909 tons of urea in terms of N). On these
asswmptions the domestic Production of urea could be expected to develop
88 ghown in the following table. The table #lso compares domestic out-
PWE with the Gonsumption estimete given in 2.18 above: For Purposes of
this comparigon Apmoniym sulfate has been comverted into wrea eqvivalents .



Lans
4
Xear MMMB&LMZ_&MEM%
Eengumption 20 275 5 369 419 470 549
Production

PETROKIMIA

Yxea = 55 55 a5 95 55 69
Arponiun Sylfate Lxpresaad '

in uzea aquivalent ¥ 57 57 57 97 571 57
PUSRL

Exioeing Plant 95 95 100 g0 00 200 100 190
Expansion = I = = 19 33 366 ae0
Total 95 123 212 212 406 548 278 597
Swrplus (defietency) (145) (152) (103) (148) (4 78  3g

The table indicateg shat up o 1972/73 there will be a substantial deficlg,
In 1973/74 - the year 4n which PUSRI's new plant e to come on atream -~
supply and demand gg cexpected to be about fn balance, Surpluses ghown for
the following years would be used to rebulld stocks which will hayve bean
drawn down frop the subgtantial level Presently available to cover part of
the deficit, Reg triction in fereilize, consumption over the next three
coming years 1970/71-1972/73 would #dversely affect the market build-up on
which ‘the project reldes and asgura: ces were received from the Government
during negotiationg that fertilizerg VALl be imported ag required by the

market, including seeding programg that are Presently being developed by
the various diatriby&p;s,

2.22 The timing of additional Ritrogenoug fertilizer manufacturing
C8pacity for which Proposals have been made by variows partieg Will depend
OR market growth, Assurances have been receilved that the Government wilq
&onsule with the lenders before Commitments are made An regard to Addition-
&1 plant capacity. ‘

3:01 PUSRL vae estedilished in 1959 a8 a Covernment~avaad Hinited

diabildcy company (P.T,6.) govermed snder the Commercial Code to mavvfasture
Bi¢roganows fextiiizer. Gommercial operations startad in Janvary 1964 with
daﬂyswmmgf.mm%mum:mmwm, In assordance
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wigh the Government's Saneral pold.cy PUSRI, dn 1966, was converted o P.N.
Status &Sﬁace‘enCexpriuexgonc;ned wnder gpecial regulatlons). he Gomernment
kedgdally contributed Ry 5730 mlildon ag equity, which dncluded the pro-
&eeds of a $33.2 midldon Loan from the Export-Import Bank of Weshingtan,
Whike the cost of ﬁhc‘plant\cnnnoxlpreciaenyshe,euiabimahed,.ix is believed
to have been og ;he;ordur.of4§ﬁ03mia1¢qn:baaed on the rates of exchange pre~
velling at the time of completion, The plant was engineered by H.K. Fergusan
Company, a subsid;atykoftuorriaqnﬁxnudaen &Mys,),\wiah‘Girdler.Corpoxutmqn

(v.8.) providing‘:he\ammqnia‘pxqaeaa and Toye Engineering (Japan) the wrea

3.02 For starc-wp and for Comuercial operations the Campany had the
asglstance of Morrison-Knudsen Ehrough March 1965 but thereafter it has
been operating lergely under Indonesian management . Deopite the difficule~
les experienced in cheAaqpp;y of_apure‘parts, theJplunt%has;bacnjproducina
at high rates of utilization (et 95% of«design\cqpacity).except in the
first half of 1969 when wechanical problems in the urea section interrupted
Praduction for a few weeks. Plant maintenapce 13,good,and;plnnc,mqnqsamen;
has bean effective, Urea 10 packed in mu1t1~uallipaper:bage.and‘ah@aped
mostly to Java from PUSRI's Pler on the Musi River iq small coastal vesaels
or barges of normally less than 2,000 tong carrying capacity.

3,03 The plant tg omall by present day standards and unes reciprocatmqg
COmpressors in lts two ammonia trains and £88 engines to generate power aund
80 compressor drives, These design concepts and mhe;relatiyelykamall.ai&e
meke the plant inherencly g;h;ghﬁcqst;prqduqar‘cqmpﬁxﬂd to modery large
$cale plants employing centrifugal compressors and other modern technology.,
A8 was mentioned before, the Company is now implementing, with outside
asgistance, a program to urther improve operations and iucresse output to
ke rated capacity of 100,000 tons per year.

N

3.04 The infletdion in Indqnééia vhich reduced the wvalue of the Rupiah
by more than one thousand times since RUSRI.axaxmcd.qpepa;iqna, and which
Recegsitated a number of revaluations of the company's assets, makes a
.maaningfu1~analyeia.of.RUSRI"a finqncial.eta;emqngsvimpoaeﬂble, However,
an &pproximation of ita:hiaxoricaliperformanceths bsgn.ntmempxed,injﬁgggg
3. Annex 4 summerizes the approximate effect of roveluations and ocurrency
devalugtion on the book value of the company ‘s fixed apsets and the related
Provisions for depreciation and amortization from the plant's inception o
June 30, 1969, In wiew Of these somplexitics and the fact fhat the finap~
sdel etatements of PUSRI were never awdited by independent avditors, the
firm of Peat, Marwick, Mitchell & Company wes requested to rovisy the
accounts

3,95 Their review revealed ANORg other things thet Alshough BUARL's
docome sratemonts dndicete profite in Ams_yuu,_ah&ﬂm
dve o inadequate JQPFSQﬁﬁiéQE‘@hﬂﬁaﬂ’r, Woerses FUSRI bas bosn '

ing plent end equipment op & straightiine bests over M asouned mi{b
of 25 years, the mormal ASSOMRLING Prastics for thie 6yre plene would Vi 09

N
B. Pagt Financial Results \
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depreciace over @ period of 8 to 12 yeers. If PUSRI'g Aacgounts vere to he
sdjusted on the basis of ¢ 10 year depreciation period, PUSRI would, dn
fact, heve shevn losass du Tecent years. Pricarily respensible for wnsetis-
fectory opexations ie PUSRI'g Wres priclog policy under which wrea is asild
ot @ price ac lov as Rp. 22,000 £$67.50) per ton f.o.b. Palembang. Juo
eomparieon, prices tor»inpan:ad‘utea\c,i,f,‘Djnkcntaihave recently been
ranging between $78 aund $81 Per tou and average ex-plant prices in Europe
ond the U.S. are being gquoted ot between 875 and $80. While such & policy
iclmainly:mociva:adlhy the Government's desire to keep rice prices at Low
levels, it 18 at verience with the high cost structure inheremt in ithe
precent operction and has thus been depressing PUSRI's profitability.

3.06. The camperative balance gheets as of December 31, 1968,
June 30, 1969 and Jonuary 3. 1970 shown iv Annex 5 reveal that the company
has meinteinad @ liquid financial position. Hovwever, included in the
June 30, 1969 bzolance gheet were.materiala4and.spare;parta\whichxcontained
non-current and obgolete items. Also, the net plant vas coveratated on the
books due to the 1nadaguateAdqprecintion,chu:ges. PUSRI has accordingly
adjusted these items downward at the year end to place then on a more
reallotic basis and has alse charged off deferred atart-up expenses, ‘The
company now proposes to cherge depreciation at a rate to fully write off
the plent by the end of 1975,

3.07 As Aunex 5 indicetes, the Government'g initial contribution of
Rp. 17.7 billion had heen revised by June 30, 1969 to Rp. 17.7 million to
reflect changes in currency denomination. In adjusting its assets as
above, PUSRL capitalized the remaining portion of its revaluation surplus
80 that the capital account at Janvary 3, 1970 stood &t Rp. 7 billion. Ag
of that date, PUSRI had no long-term debt outstanding; the forelpgn exchaunge
loan from the Export-Impory Bank is a direct obligation of the Government
and all payments of principal and interest1have>beentmade;by the Govern-
ment. There have never been any distributions of earnings on equity.

C. Oxganization and;Managamqnt

3.08 The orgenization chart of PUSRI ig ettached as Annex 6. PUSRI
presently employs approxiniately 1,500 people of whom some 800 are engagad
de production. About 20 members of staff have been trained abroad. PUSRI
is generally considexed as ome of the few industrial enterprises dn Todo~
mnesia thet 1s well managad. It 1s expected that & major portion of the
steff requirements of the new plent can be met out of the exlsting labor
force. The company does not anticipate any difficulties in obtaining the
supplemental labor as required., Certein neasures to asslst PUSRI manage-
ment lu carrying out the expansion project are discussed iu Pparagraphs
5,11 to 5, 16.

3.09 Menagerial responsibility for PUSRI's operations is nov vested
40 8 threc-man managewent bosrd, corsisting of & President Director and
two Directors, all of whom were appointed by the Coverpmest, The President

Director reporee directly to the Minister onqu
to approve the budgess and anovel sccounts of FUSRE,
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3.30 In order to mmpzove:the.gfficiency.of the existing opercrion .and
£0 put it on & sounder basts, the Government declded in 1969 to «couvert
PUSRI into & limited liabllicy company ({P.T.C.) to be regulated under the
commercial code of Indonesis. ‘The conversion took place in January 1970.
While the new company will comtinue to be cwned fully by the state, the
charter has been gencvally drafted so as to be conducive to efficiency and
sound corporate structure and not to preclude future private participation.
However, there stdll remain kwo clanncs of cammon:ahareu-with»un&qualvrighcs
and, to remedy this, it was agreed during negotiations to remove from the
charter of FUSRI the provisions relating to priority shares aund to comvert
the present priority shares into common shares having the sane charscterig-
tice as the existing common shares of PUSRI.

3.1 The proposed managerial structure of the new company follews
Dutch Corpora:e.pructice‘und,providen for & management board and a super-
visory boeard. Responsibility for dny-to~day operation will be vestad in
the management bosard {Direksi) which will be subject to review by the
supervivory bosrd, (Dewan Komiseris). The monagement board conuists of
@ President Director .and three directors, whereas the supervisory board
Wwill comprise a chalrman aund four menbers. The respective board chairmen
will be appoiuted by the Minister of Finance upon consultation with the
Minister of Irdustry. Other neubers of the board will be elected by the
shareholders to whom both boards are Jointly responsible.

3.12 Presently the management board comprises General H. Hagan Kasim,
a retired military‘officcr. a3 President Director. He has been the Presi-
dent Director of the company since May 1966. There are two other Directors
working under hiz supervision; Mr. Dalil Hasin, Financial Director, in
charge of finance..accounting, sales, purchases, and administration, and
1. Kotan Pasaman, Director in charge of technical operations. As the new
organization expands the third member of the management board will be
appointed. Appointments for the‘auperviaory.board ére expected to be made
shortly. Assurance has been obtained from the Government that appointments
to both the boards would be wmade in consultation with IDA and ADB,

IV. GAS CONSERVATION AND SUPPLY

A. ‘The Indonesian Petroleum Sector and PERTAMINA

4,01 The Indonesian petroleum sector is operated under the supervision
©of the Directorate-General of 041 and Ges in the Ministry of Mines. PERTA-
MINA is a state enterprise and is involved in exploration, production, re-
fining, sea tranqportnxion,jlocai,marketing end exporting. PERTAMINA
opesates in all major greas of the country and runs the former installas-
tioms of Shell which were taken over by purchase fn 1965. 1t operates

#ix refineries which provide all of Indonesia's refined output. Shell
eontinues to supply techuical assistavce and participstes o ixternational
marketing, Io 1968 PERTAMINA'S output of crude oil amounted to soms 15%
of total Indonesian production and it provided 10X of gross o1l anperts.
Ces reveoues from o1l wers sbout $80 milliom,
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4.02 PEFTAMINA 18 alno the intermediary betwern the Covernment and
foreign o111 companies. Two of the latter, CALTEX 1/ and STANVAC work ,
andsr so-called profit-shuring contracts, or undey cost-sharing srrange-
mants . @mherﬁcompanten.xof\ﬂhich #bout 30 have started exploretion in
Indonesia since that time, are operating on @ production-sharing basis.
411 arrangements between foredgu o1l companies and the Government are made
through PEPTAMINA including the peyment of the\Governmantflnihare‘inypna-
fits or »roduction from £oreign‘companiea’.Operntionn, PERTAMINA there-~
fore hes its own aceounts in foreign exchange both in and outnidc'Indonelml.
although 4t nceds the Bspproval of the forelgn exchange authorities for

itc foreign exchange expenditures.

B. Gas Recerven, Production and Use in South Sumatrs '

4.03 ‘011 and matural heve been found 1n South Sumztra since

prlor to the tuim of the century. While ample data on knowa oil reserves
have tean accumulated, little hazs been done to estimate gas reserves as

fev uses for gas other than for fuel and gap 11ft Z/ have existed until
recently., Two ofl and gas producers are active in the South Sumatra fields
Mep 2). {ne, STANVAC, has larpe leases baged on 3 d_and
developed in the 192015;ggg~193018-w Additional leascs in South Sumatra
were granted to STANVAC in 1969. In late 196%, STANVAC's refinery at
Pladju, neer Palembang, was sold to PERTAMINA, which already owns a refinery
there. Gas from STANVAC fields will continue to be piped to the refinery
and to PUSRI's fertili=er plant at Palembang (see puara 4.07).

4.04 PERTAMINA and STANVAC together produced over 80 billion Standard
Cubic Feet (5CF) of gas in 1968, of which 60 billion SCF -~ over 70 per-
cent of the total — was ejther flared immedistely or used in gas 1ift
operations and subsequently flared. PERTAMIRNA's flared gas and 1ts
reserves are a potential source of aupply for the enlarged fertilizer
plant of PUSRI. No £es couservation is presently planned for STANVAC's
field because no economic use for the gas 1e in sight,

4,05 As of January 1, 1968, net proven Teserves of PERTAMINA and
STANVAC amounted to almost 760 billion SCF of gas of which PERTAMINA held
540 billdon SCF. 7In additdion, PERTAMINA has another 132 billion SCF of
discounted probsble and possible reserves. The requirements to be met by
PERTAMINA's recerves are discussed in paras 4.07 to 4.09 below.

1/ CALTEX 48 a joint venture of Standard 011 Company of California
and Texaco.

2/  Gas 1ift 1s an operation in which high pressure sas 18 injected 1mto
the tubing-casing annulus of & well for the purpose of alding the flew
of fluid through the tubing. The &8s enters the tubimg through one or
more check valwes and helps to 1ift odl by decreasing its dansity sad
thus the welight of the fluid column 4n the tubling,
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. LA Qo supply the requivemants of ths exist-
dng plant to 198  d.s. its 20th V&g Coperatione —wish-ap o 7.5
»1111on scr‘ré‘x"i:ar. \C\urx’éﬁmis'm use 18 zbout 4.9 billiom SCF per
yoar and mey be expected to increase to 5.2 billion SCF when the existing
plant operates at its iull-annual.cqpacity‘of 100,000 tons of urea. It
is agsgumed that PUSRI"s existing plant will cease operations im 1983 gfter
20 years, and STANVAC should have no difficultics in meeting 1ts obligation
te supply the roquired gas wuntil that date.

/‘
€. The Future Supply znd Regquiroments of Gas From PERTAMINA ’(

4.07 In addition to the gas for the fertilizer plent, PERTAMINA will
have to provide gas to one of its two rcfineriep at Pladju and for field
uses. An allowance must also be nade for new uses, such as for electric
power, cement, and refinery expauslon, although most of these are not yet
evident,

4.08 The following table summorizes the raw gag demands on PERTAMINA
over the 20-year life of the proposed project as estimated by Bank staff:

Sumary - Raw Gas Renuirements (PERTAMINA)
(Billion SCF)

Annual Total
Required for rate 1969~72  1973-83  1984-92 1969-92
Pladju Refinery 4.33 17.3 47.6 39.0 103.9
‘Other use 5.94 23,8 65,3 53.5 142.6
Compressor fuel ’ 1.14 2.0 12.6 10.2 24.8
New customers (1) - __141 18.5 41,8 _62.0
Sub Total 44.8 144.0 144.5 333.3
PUSRI expansion
(380,000 tons) 11.8 — 129.8 106.2 236.0
Totals | 44.8 273.8 250.7 369.3

{n ,ma.ed.onio.SO'billlna:SCF-per year in 1970 increased by 15% per
year through 1983 and 10X per year thereafter.

4.09 As can be seen, total gas Tequirements from PERTANIRA fer the
perind 1969-1992 smount to 570 billion SCF of raw gas. The figura com-
sexvatively assumes that PUSRI's expansion will operate at full capacity
from the ocutset, watlch i3 unlikely. The estimates also assume the alimi-
uatiea of gas flaring by PERTAMIRA throagh the operatiom of a Semscrvatien
systen. The praseat provem ressrves of 540 billion SCF plus disceunted
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Pprobable aud possible Treserveg of 132 b4110n SCY are therefore deemed
adeguate 1o support the project during 1tg assumed -economic life.

4.10 Jﬂditienul‘dtalling Troequired to deliver 1/ the reperves of gas
w11l provide udded basic data zbout the formation of the deposit and its
cheracterictics. Although\drilliug Tesults 1in the area have demonstrated

a very favnrable‘dinoovery experience,1cantinued‘deliverahility'will Tequiire
additlonal:dtilling and PERTAMINA will secure adequate\conaulting advice

in commection with the development ang operation of itg gas filelds. Asgup-
ances to thig effect were secured during negotiations. With this assiet-
ance, PERTAMINA will be toupetent to operate the gas Project,

D. iGaa\Conservntion,and Transmission

4.11 PERTAMINA gas fields produce high, medium and low presgure rasg.,
Highepresnure‘gaa 18 now wsed, in part, for pas lift prior to being flared;
medium pressure 888 1s used for gome of the "in fie1q" requiremants;
while:nenrly 21l of the low pressure production 1g flared lmnediately, ‘The

4.12 The whole‘conservntion-project can be visualized schematically

a8 a ring of gas linca‘connecting the existing wells and with four com-
Pressor stations appropriately located op the pipeline ring (Map 3): Low
Pressure gag and gas exhausted from gas 1if¢ operations, all of which now
80 to the flare stacks, would be compressed Lo 700-900 lbs/sq. in. (pounds
Per square inch) and discharged partly back to the 0il wells for lifting
more oll and partly to the transmission line for use at the Pladju refine~
ries and at PUSRY. The transmissiop line ig 12~inch;pipe operating at 70%
lbs/sq. in. inlet pressure zngd would be nore than adequate to supply PUSRI's
ammual requirements of 11.8 billion ScF. With added compression the line
would have an ultimate capacity of nearly 60‘million'SCF/day against PUSRI'g
maximum requirements of approximately 35 million SCF/day, so that it will
also be able to handle the refinery Tequirements and probablie new users,

4$.13 The project will confer & benefit on PERTAMINA because the need
to drill in order to find high Presgure gas for uge in the‘production-of
01l will be deferred. Without the conservation scheme and further~drilltng,
PERTAMINA'g high pressure £8s reserves will be exhausted in 1981, It is

Yy Deliverability is the capacity of reservoir to deliver gap through
@rilled wells to meat day ©o0 duy needs.
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4.4 A Teanonable timing of Lonstruction Indioapas that the complete

aysten of 13;000thoasqpower'and 172 km. of’piping'cnn¢be‘put in place

in 30 mongha from the time 4 declaion 1s made to procesd with the ‘scheme.

It ihouldlbeinoted,ihowever, that‘conservation can ‘begin aftervdboutf2¢000

horsapower 18 installed and that gas flare will be reduc\d:yg system
2N\

E. \Organization,|Caa~Conservaticn and Ttuansm'i..';r.icm'1 and the Prica of Gag

of pag 1n_propomtion to their necds ia a fundament g1 &pproach i{n the ore
gandzation of this Project. The lenders have therefore PTropaacd, and
PERIAMINA-has.accepted, the creation of a new entity within PERTAMINA
which would be Tesponsible for &1l project g£as operations, PUSKY and
othel userg of gas handled by the Project will sign take or Pay contracts
for the £as they receive through the Proposed pipeline. Agreement wag
reached on thls point and o2 a pricing formulg during negotations, The
conclusion of 4 suitable gag purckiase contract 18 a condition of loan

4.16 The entity will operate its own set of books, segregating

the assets, revenues, expenges and loan gervice repaymeat accouritg
Telated to £as operations of tha Project. This £as compression and
transnission department‘will have 1tg own balance sheet, revenue and
expendi ture accounts. Revenye and expenditure pertaining to compression
-and transmisaioniw111~be racorded 4n ceparate setg of accounts in order
to segregate the appropriate charges 1o PERTAMINA and PUSRI and to permit
4 proper audit, fTha financial forccaatg are given 4ig Annex ;g.

from the proceedg Payable under the agreed gas prieing formyla, Since the
Proposed inveatment.is entirely finznced by loan funda with equal annual
Trepayment of Principsl, ang since the termg of the loan and the period of
depreciation (at straight 1ine) coincide, g11 depreciation 18 used to repay
debt, The Price of gag is set at g level to cover intercat ag well as
fullkoperating costs {including depreciation), The price of gas will thug
decline ag 1nterest'paynmnts on debt declipe, Becauge 1¢ ig not possible
to=de:ermine/accurately.in advance the amount of further investment in
drilling to maintain gas‘deliverability (para 4.10), thig pricing systenm
allows guch Invegtment o be amortized by an increage in the fhen'rultnz
price of 83as, 2nd quite probably, without exceeding the 1nitig) 8&8 price.
If a&ditiondl.gas ‘consumers are found, PUSRI'g price will decline since a
portion of depreclatton»und Operating coges are to be borne by the new
consumers, Ag ghe 888 price to new userg may exceed the price to PUSRI,

4.18 Assuning a schedule of drilling cost g5 is.inaicated:1a4§gg!5
18, the price of 888 B MSRT under the Proposal would average 18.2: U
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per Meft 1/, during the assumed 20 years of operation of ‘the expanded
plant. The price would declime from an initial 20¢ US/Mcft To about
A1250E Mefe. 1f a level price for gas to PUSRI were used, it would be
somevhat above 18.2¢ US Mcft due te the effect on earnings of a 60%
corporate profit tax in the later yvears.

4,19 During negotiations the lenders reached agreements with the
Governuent of Indonosia and PERTAMINA concerniug the comstruction, organi-
zation, and financing of the gas compression and transmission project; the
provision of technical and consulting services to PERTAMINA; procurement
procedures; and the iiems and principles to be included in a ‘gas purchase
contract. '

V. PROPOSED NEW FER.TLIZER FACILITIES

A,  Size

5.01 The minimum size of modern ewmonia - urea plants is approximately
3500 tons of ammonia and 860 tens of urea. Such a plant would produce about
280,000 tons of urea annually,

5.02 Economies of scale among plante employing the same modern tech~
nology end within the range of 500 to 800 tons of ammonia per day 2/ are
relatively small and are only realized if the plants operate at full capacity,
The reason for this is that plants of this kind are highly capital intensive,
and therefore the costs related to capital, such as depreciation, interest
on debt, maintenance and insurance are usually much higher tham the variable
operating costs (see also para 6.16). Hence, the cost per ton of product
rises rapidly 1f the facilities are not fully utilized, and an 800 ton am~
monia plant and related urea plant operating only a little bolow rated
capacity may well have per ton costs exceeding those of a 500-ton plant fully
utilized.

5.03 Based on the sales forecast given in para. 2.18 a plant size

for the expansion with a dally capacity of 660 tons of ammonia and 1,150
tons of urea (380,000 tons of urea per year) was chosen, Such a plant
combines reasonable prospects of early full utilization of capacity with
& minimum of operating costs. It would be the maximum size of an ammonia-
urea plant which could use, at the present state of technelogy, a single
area train. Furthermore, with presently proven gas regerves it would alwe
be the largest ammonia plaat addition that could be built on an all-pmm

A/ One Nefe = 1,000 cubie feet. «Quantities and prices are bazed on
gas with a heating vallve of 1,000 BTU per cubic foot. Thews.will be
Wjwsted Im preportion to the actual heading valwas s delivered,

2/ ‘Bqetvaleat vo 200,000 o 460,000 toms of uted per year,



;.04 };g;nnt1v~ coot cotimate hes bean nade for a larger piant
p;oQgcAng 800 tons of amionia dnily and 460,000 tona of wrea annuni ¥
gapital cost of such o plent would have to provide for a dual Erain ures
p}an: and (bgcqunn of limited gas supply) more heat Tecovery equipment.
gpi plso hayn ;o provido for the uge of oil as fuel wich moTe cootiy g
fired | atcum/powcr geverating equipmeat. At full capncity, production costs
in ouch a Plunf would be only 34 lower than tha costs ;ﬁ A 380,000 :qn
pian;. If the ewiich to oll’ #6 fucl bocame mecessary the margin vould shrink
3»111 morc Lad tnere would rcmain tha visk of houvy 1ounea if the p }ﬁyt
should operate initinlly at’ less thea full capacity.” A 380,000 ion per
year wrea ,lunt huﬁ therafore bncn recommonded, -

8. Outline

3,05 The plent would gonsigt of a single tradn 660 ton per day’ ammonia
plcﬂt utilizing canrifugaa corpreesors and other modern tccnnology, and

a u:ea plant of 1,150 tons uaily capacity, 6lao of nedarn dos 10, While
:ho capitel coat cctimatc is bused wpoa s dual train urca plaat, ecveral
single train pluncs in this range of capacity will have ceamenced opara-
:ion before oLaLvn of thc PUSLI plant aced ba fruzon. On the basis of
operating experienca at theoe plarts o Znctslon will be taken 4n three or
four mouths on the ndviuabil**y of a singile trailn plant for PUSRI.

2406 Netural gas will be uged for bhoth feedatock and fuel. Annual
rcouiramontp at capacity utilization of tho now plent are estimated at 11.8
billion SCF 1/ ond will be obtainsd from the existing Lil and gas fields
oporated by PLRT.HIND au {ndicaced Ln Chapter IV.

5, 07 A ney pover plaunt w'll be provided to sarve the axisting plant
and the provon*d aev »lant. Cug;ck‘; will ba about 15,600 Ku. rhu exiat~
ing "eneraCOts will be rotained for g .andby and emcrrency sarvice.

>.08 Tha proposed project is planaed to male maxinum use of the
pregc1t nlant aitc and will be adjecent to the oxicting plant, Tho*c
ig adequate space. Soil conditions will nocessitate piling and provision
for th*s has becn made in tho capital cost oqtlmateu; The' nucnﬁnary an—
larvcm»nts in cHippin acil*r*ca. warsbouse sor uroa, ahip loader and
dock will bc made to accormodata Lhe additlonal production. Curren:ly
PUSRI ucea uultiwall papet ba"o for itu urzo but hag becn aspariencing
c:cc-nivc broukave. ‘he company has therefere initiatad a study to Bel-
cct tha most cconowic durnblc znd veather recistant aubati:uto and to im-
prov» “the mLchod of handling such begs’ in transit, Perdina tha ouccome
of the p:udy. equipment for the manufncturo of plas:;c baas hns been in—
lu ed in the cost ea:;mates.

g Ecologx

5_9. ?roycr gesad 0 ammonia-qrun plnp:s.muke A yory omall sontrd =
bution to noticelglq at§9§§ eric pollucion.” There’ y; }. of p@grge.og

Brac

.

£8CK gases from auxiiiary 81- exs and from any gas &,.F}}ee Sriyes be.*s

faleta - e

& Witk net heatipz ya }yg §f 1,900 BIU por SCF,
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Nese can be controlicd g that they do not cause amoke. Fhere 48 vavally
] s}ég\.\:t odor of ammonis within sy 0 plants but, barring accidents, it i
f9L noticcable in the Surroyading community. Aside from Sompany hoysing,
Shich includes the residences of ‘the Fresident Manager and other senior

8taff, there are ng residential sreas nearby, and the plant is located 4n
AR dndustrial area dnclyding 04l refireries, Liguid effluents can be a

proplem 45 not properly handled pu: Pollutlon control wiil be eutiined i
the design criteria for Ehe mey facflities. The existing facilitics are
gavsing no problems. ‘

D. Manegement and Project Execution

2.19 The experfence of PUSRI management and technical staff s Amx&@ifv
Multed to its prescnt gperation. The nev technology and enlarged Bize ¢

gperation will pose new problems not so far epceyntered.  PUSRI'has agreed
to engage expert assistance as described in the following paragraphs,

24t A consulting firm particularly gkilled in accounting and financial
oipeement will be employed. "The Aegociation VALl assist PUSRI in drawing
up Temms of Reference’ for this work. One of the assignments will be to

Melp improve the operation of PUSRI 'a accounting section, where meticulous

{s not fully exploited. PUSRI ig aloo sending twe of its accountants to
the U.S. for further traiping. 1In addition, the consulting firm will pe
¢xpected to aid in management development and planning.

3.12 During project exccution, PUSRI yill\g@pggy gg,gqgipqc;;gg‘og

opecatl  {rm experienced in modern gnionda and wrea technology to act : 8
fechnlcal Adviser and to serye, in ¢ffect, as an extension of BUSKI's own
technical staff. The Technical Adviser would be responsible for issuing
adequate design criteria for the ney facilities and would assist PUSRI in
the gelection of 'a genaral contractor and process yendors and wowld monitor
the design, engineerdng, procurement, gonstruction and initial operation of
the new facilities.  Tha ferms of Reference for the fechnical Adviser haye
been completed and  PUSRI hag fayited proposals frop am interpational 1{st

of qualified firns.

2:13 FUSRL will aloo employ a fertilizer marketing consultant to
assist it in plannipg and carrying out an efiective seeding Program before
the new plant is completed and In the initial years of 9peracion, The
sroeiierign will assise ksl in draving wp terms of Roferemce for such
sssistance, o |

L. Preccurement and Lonstruction Schedule

bt While IPA funds proposed for the PrJect con be wsed for procure-
BE ip any of the Bagk's member gountries, tie ADB's Special Funds Are
&4 £9 procurement in countries L/ vbich are contributors to those Funde,

£t
1/ Fresestly Japan, Canada, Netheriands and Denmark.
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and the V.S, and Japanese contributions are tied to procyrement in those
foungrico respectively. 1In grder to obtain wost favorable prices and to
implement the -,pse’%c.cs' af Lne lovest poosible cost, procyrement procedures
¥ill be based on international competitive bidding to the maximum extemt
gomoistent with the fact that about $6% of the foreign exchange financing
s tied. Sultable procedures gm project exccution and procyrement haye

gl

been agreed among PUSRL and the Lenders and are briefly ap follows.
2:13 A General Contzacker will have eyerall responsibllity for proyid-
ing the complere sertilizer plant which will be divided inte two major
parts: ‘ : RS AR &

{8) the yrea plant, which will be supplicd as a package (the
Vrea Plant Contract) delivered to the plant site ready for
craction by the General Coutractor; and '

(p)  the balance of the fertilizer facilities, including the
amsonla plant and all off-siteo amd auwciliaries, yhich
weol be desipaed, and procured by the General Comtractor
oo will perform all constryction and erection, imcluding
the crection of the yrea plant.

Jepaacoe firmg on the basis of competitive bidding within Japan, The
contract will be avarded on a tuap sum basis, and its rerms and conditions
will be such that paymants under the contract yill be eligible for fingnc-
ing out of the Japanege and ADB loana. Bide will be evaluated in ac-
cordance with criteria established by PUSRI on the recopmendation of the
Technical Adviser and with the concyrrence of fPA and ADB acting in con-
sultation with the jepanese Government. In the eyent the lovest lump sum
bid seems to PUSRI to be wnreagonably high, PUSRI, with the concurrence

of the lenders, may call for mey bids on a cost pi.w fixed fee bagis. The
Urea Plant Contractor would proyide to PYSRL and to the General Contracter '
adequate guarantees of plant’ perforpence, cquipment performapce, and stand-
ards of materials and comstruction to be used in the yres plant. The Urea
Plant Contractor would aisg supervise the erection of the yrea plant under
the general cogrdipation of the Gencral Contractor.

9146 The Urea Plaat Contractor will be selected from pre-qualified

2.17 The General Contractor will be selected from prequalified United
geates firms on the pasis Of competitive bidding yithin zhe-UYnited States.
The Contract would be carried oyt on a cost pius flxed fee hasis, the fee
covering all seryices to be remdered by the Geperal Coptractor as described
in paragraphs 5.18 through §.21. The terms and conditions of the comtract
¥ill be such that PUSRI'S payments to the Gontractor for Dis sexryices wiii
be eligible for financing gut 9f the AID 19gn. Aii prequaiification and
tender documents for the Gemeral Contract, eyalyation o bids m&a
ﬁ; w;rgp g.i-}} Feqyire the concyrrence 9f IPA acting ip eom&is : ,

MY A0G ADB.
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9:18 The ﬁﬁgeigL\MMQs.mhLmsmm%n p for the
samenia ploant and for all off-siteg axd factlitics required for the com=
plete fertilizer plant, and ap Comatruction Manager for the entire fextiiizer
plant, including the urea Poxtion, and will bear OVeradl responsibility for

the completion of the fertilizer plent meeting svitable production and pex-
f9rmence requirenents ag spectfied ia the tender documents.

$.49 Fhe final pcope of the General Gontractor's sexyices wiii be
detoxrnined on the basis of the recommendations of the Techpical Adyiser
byt it fe expected to coyer all SOREracting services feguired for comple=
t4on of the fertilizex Pient, excep: these to be Provided by the Urea Plans
Lonmtractor and would tnclude:

(®) basic and detaglcd gesign of the ammonia plant and all
off-pizes and auxilfiaries 3

{b) 1iccnse fces for the aummonia plant;

{c) management and procuremcnt for all materials and

cquipment (local and tuported) for the ammonfa plant
and fox the off-sites and awxiliaries; -

(d) mansgeuent of all conatruction and erection of the
eatire fertilizer plant, including the wrea Poxrtion;

{e) testing, gtart-up and joitial operation 9f the entirxe

o fertilizer plant, with the assistance of the Urea Plapt
Contreetor for the wrea plant, through the completion
9f satisfactory acceptance tests;

A}
h

(f) srranging for suitaple trafoing for PYSRI maintenance And /

operating personnel,

5.20 Equiprent, moterials and supplies requized for the fertilizer
plant, and to be financed by any of the ienders, other than those to be
furnished by the Urea Plant Contractor, and gther than cextafn eritical
items peculiar to the ammonia process which nust be obtained from specified
sources, will be procured by the General Gontractor on the basis of
national competitive bidding in accordance with D4 "Guidelines for Pro-
gurement!, to the extent ghat waticd fundg ere aysfleble. ALl IDA fundg
177 b6 epent on the basis of international sempebitivn. If the wotied
funde are exhausted gr Lf IDA considers that procyrenent 9f certain items
could without prejudice tg the pz:m}gi@@ of eco and efficlency be
Legtricted to one or more countries which axe s%z Sle 39urces for Finsnc-
ing woder one or more of the other 19ans, then iR consuitation
wieh such other lenders which SEill Egey_e

funds w&gfe wnder their ioans,
FeSLrict procurement of such items £9 such EOURELY OF countries a8 may ba
sppropriste.
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$.21 Constryction of the plant s estinated £o be completed 39 months
after the General Contract is swarde » The present Pxoject Schedyvle, glyan
fn Annex 7 assumes that the General Contract wiill be avarded in Jmvary,
A971 and that construction wiil be completed n Jwme, 1973,

$-01 Since detailed engincering has not been done, only preliminery
estimates of capital cost can bhe presented. Detafls of project cost esth-
nates for the fertilizer facilitics will be fownd Ln Annex 8, A summary
9f project cost estimates for both the fertilizer and 585 faciiities, Ly
glven in the folloving table.

OF PROJE

 (Anpillions)
Indonegian Rupiahs _ N. s, Dollars
Foreign ™ Local Total Forelpn™ "Local Tofal
Fer,t:lilizer »P'l_ang T Co T e I
tmported Equipment 8,215 = 8,215 25,2 - 25,2
Construction Cost 2,413 2,216 4,629 7:4 6.8 14,2
Seryices 2,901 - 2,901 8.9 = 8:9
Licenge Fees 652 = 652 2.9 = 2.9
Pre-operating Expensesg 945 457 1,402 2.9 1,4 hs3
Contingency & Escalation 2,869 522 3,391 $:8 1.6 19:4
Working Capital —489 619 1,108 L2 18 3.4
Total 18,484 3,814 22,298 56,7 11.7 68,4
Sas Project |
Conservation & Compregeion 2,152 945 3,097 66 2.9 9.9
Transmisaion 000 457 1,467 =2 14 4.5
Total 3,162 1,402 4,564 9:7 4.3 14,9
Total Cost 21,646 5,216 26,862 66:4 16,0  82.4

Management Assigtance
Pyring Initial

@perations 922 139 652 1.6 0.4 2,9
Toral Project Gost 22,168 5,346 27,514 8.0 164 84,4

The above does not imclude interest Quring construction of Rp. 1,729 miliden
- €85:3 million) for the fertilizer Plant, and Rp, 358 miiiden ($1,1 aliiien)

for the gas project, which brings total finamcial reguirements £9 $90.8
wiliion f§7§.-‘7 for the fertiifizer plant, $15,1 for 848 projest, and
2.9 for management 29slstance, '
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6.02 The fextilizer plant sstimates make sliovancs for a dval trata
Vree plont of 580 tons g«_e.x S8y capacity in eash train, Shovld 2 &

txain plenc prove fecsible, thore wowld be o #8ving of adous $2 wiliiom,
The cotimates sre also basod vpon £he installetion of minimwm heat Fesovery
equipmont (at the expense of slightly higher fuel sonsvmption) and Lucliude

the cost of cquipment for rewoving excess CO2 from the [etvral geas faed
stream.

6.03 Finolly, the capitel cost estimates for the fertilizer project
08 shown in Anoex 8 include gllowences for futerest during construction »
dnitial working capital, Pro-operating cxponges and for Sontingoncics and
price escalation. A relatively high provision of $8,8 million bas been
mede to cover foreign exchange contingencies cnd ocscalagion as B safoguard
agairst a coot overrun, which the Goverament wowld etherwise have to GOver
from its ecarce foreign exchange resources,

604 For the fertilizer plant, projoct cost cotimates were prepared
on the besis of costs for an analozows plant obteined from trade 8OVUrces,
Aesociation gtafi has comparad theee sstimetes with those of eimilar plance
receatly finznced or uader congideratiom by tho Bank Group, and consideore
tham reasonabla.

6.05 The catimates of projact cost for the ges congervation and
transmicajon fucilitles ag describad in Lfapex 16 were Prepared 3by Mr, X,
Soaney, consultant to the Agsociation, and sre based on recent experience
in the Bolivia-Gulf Projcct amd in the Sui Northern Projact in Pakisten,
They coutain foreign exchange contingencies of 2% on the SONPressors and
9% oa pipe wrich are consldered regscnable. ’

B. Financial Plan

6.06 It 1¢ cenvisaped that the total foreign exchenge Xeqvirements of
§68 million would be met through direct loans to the Governwens OR SORSES~
§iomary terme from the following sovrces;

Source Amount

' § willion equivalent
ADB 10
USALD 4
Goveinment of Japan 2
DA 39

8

It Ls expected that all sbove fwids will be sommisted by July 1979,
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6.97 Fxcept for a modess contribution from cash ganerated from PUSRI’s
existing operation, the Governmens wowld provide all the leocsl CNEEOREY

required and assume Fesponsibilisy for amy prejsct cost oVerrune that
might eccyr.

6,08 the finsncial plew for the fertilizer plent LXPANSIO0 Projest
WOXKs out as foliows: -
Government financiog:
Procceds of foretgn finsncing 18,4684 96,7
Cash contribytion 1,825 5.6
Interect during CoRstruction
capltalized 1,728 5:3
Sub~total 22,037 67,6
PUSRL cash generation 1,989 TS
Totel finencing 28,026 232
6.09 The Government would make avellable to PUSRI for the fertilizer

project the $67.6 million meeded {other then the $6,1 generated internaily
by PUSRI) as follows:

§ millton - Percent of
Equity investment 6,1 9,0
Senior loan (Class A) 48,3 71,5
Subordinated loan (Class B) 13,2 B.s
Total pew financing 67,6 109,0
6.10 The senior losn from the Governwent o PUSRI wowld be for 16=1/2

years Including a grace period of 4=~1/2 years snd beer interest of 12% per
annum, Repayment would be made on the basis of constent snnuities of

Principal and fnterest, Ipterest Suring construction would bse capitalized,

6.11 The subordineted loan would also be for 16~=1/2 yesrs but ¥8pay~
ment would be over 10 years with the first peynent to be mede two years
&fter the first instellment of the senlor losm, It would besr no tnterest
during the three yeers of Sonstruction snd startup, but theresfter interest
would accrye at 12%, | syment of Interest and principsl can only be made

if, afcer such payments, PUSRI’s Qulsck sssets oxcesd 1ts current 11ebiiicies,
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6.2 Principsl end interest psyments on both loans would be tied %o

the currency is which the Goverament bas received the foreign exchange lesss.
The proposed iunterest rete of 127 is the Government's presest relending raie
to industry.

6,13 The financing of the gas project would be 1n the form of 3 lean
from the Government to PERTAMINA for 23 years including & grace period of
three years and at 12%Z interest. [Joterest during comstruction would be
cepitalized. Repsyment of the loan would be made in equal imstslluents
of principal and interest,

6,14 The Governmeot loam to PERTAMINA would come to Rp. 4,923 million
(815.1 million) which 48 broken down ss follows;

Ran )million .% ‘miil&

Proceeds of foreign finsncing 3,162 9.7
Cash contribution by Goveromept 1,402 4,3

Interest during construction
capitalized 359 1.1
Total 4,923 15.1

C. Production Cost Estimates

6,15 Since specific processes for ammonis and ures Lave not yet been
selected, fertilizer production costs have been based on average consump~

tiou rates for the processes known to be spplicable to single train smmonia
plants and dual train urea plants,

6.16 Detailed production costs per ton of prilled and bagged urea at
capacity operation (380,000 tons/year) together vith the msjor underlying
assumptions are shown in Annex 9, These are suumarized below:

Unit Cost
§/ton Urea
Varieble costs (natural gas, csatalysts
end chemicals, bagping costs) 11,76
Fixed costs (including deprecistion,
interest and sales expenses) 45,66

Total costs (including finsncisl charges) 57.42
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At the projected ex-plant price of Bp. 22,000 ($67.50) per toz of wrea,
Pro-tox eernings per ton would be Rp. 3,28) ($10.08) or 14.9% of the
selling price. The estimates given above indicate production costs (befors
interest and sales expenses) of $42,71 POr ton when operating st capacity.
The ascumptions uaderlying the estimstes Ars corsidered reslfstic.

VII. MARKETING, PRICES AND COMPETITION FROM IMPRORTS

A, »Marketing

7.01 The organization of ferxillzerldintribuzion 4in Indonesia bhas
vndaergone changea\during the past few yeers and is st131 4n the process

of further transformation. Up to 1967, P.N, PERTANI a State sgency, was
the sole distributor‘ofeboth'imported 2ud dndigenous fertilizers, Ia

1968, private contractors and dealers vere allowed to gell fertilizers,

It i3 estimated that, at pPresent, approximately 70-80% of total imported
fertilizers are handled‘by PERTANI with the balance being distributed by
other groups, including foreign:contractorn_for the BIMAS scheme (Annex 2),

7.02 Presently, PERTANI has more than 1,000 retsilers and 600 owned

godowns plus about en equal number of tonted godowns in Java whers about

80%Z of fertilizers are consuwed, PERTANI hgg hovever so far tended to bs
concerned mainly with the physical distribution work and has made little

effort to promote sales,

7.03 To avoid totel dependence on PERTANI, PUSRI initially built up

in 1967 1ts own distribution machinery, but decided gn October 1968 to use
Private companies and existing dictribution networks of State trading
firms. PUSRI hag zo far appointed as its major distributors six private
companies and four State enterprises including PERTANI. The private com-
penies presently have more than 600 retail outlets, PUSRI sells s substan-
tial portion of itg present production through these private distributors,

7.04 The present selling price of urasa to the farmer 1¢ approximately
Rp 28,000 ($85.9) per ton. Actual prices vary both above and below thig
figure. PUSRI precently sells ite urca at Rp 22,000 (867.5) pPer ton f.o.b.
Palembang payzble on sight of chipp.iig documents, Until recently PUSRY
extended to its distributors & three-month credit at a credit sales price
of Rp 24,000 ($73.6) per ton of which 30% plus freight and unloading
charges had to be paid Upon receipt of urca st first 1ipe Sodowns, 40%

one month end the rewaining 30% two months sfter delivery. The price
difference between cash and credit pales represents interest cost caleu-
lated at 3% per month, PUSRI is switching ail fte ssles to a cash-an.-
carry basis by esking major distributors to utilize distribution credit
nade evailable for Bp to 8ix months at 1% per month from Stats banks. The
Bew credit arrangements, 1f successfully implemsnted, would onabls distridp~
utors to refinance credit requirements of sub-distributors and setailers
to whon credit has not so far been availebls st Feasonsdls terms.
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7.08 Distridtution oosts

by ses transport (inter-tsiead
railvays carried 740 nillion ton-km,
about 2.8 cents

for fertilizer are high and reflece
seography and the characteristics of 11y transport network.
trausport is estimated to have carrled 11

Iadomesta’s
Iz 1968 road

bililion ton-km closely followed

and cozstal) vich 9 billton ton-km. The
However, rpad transport costs at
Per ton-km restriet distributgon by truck to a radtus of

200 km, znd reql transport at 0.9 cents Per ton-km would be competitive

with sgca transport at 0.5 cents
destinations along the lige.

tance and, of courge, those to
transport,

1s ideally suited.

per ton-km
Shipments to
other 1slands would have to rely on gea

for which PUSRI‘g location on the Musi River with 1te own jetey

Up to distances of 400 kn for
destinations beyond that dig-

port facil-

ities, 8torage and shipping space, rail and road transport, have not <on-

stituted a botrleneck

high cost shown 1g para. 7.06 below.

with the growth of fertiltzer consumption asgumed for

framevork
programs for the rehabilitation of the

would have to be dealt with ip the

study of distribution
ered are included ip
Study.

the Ternms of

7.06

destination. The following typical

per ce; fertilizer ig being moved but at the fairly

Bottlenecks, should they appear
the next three Years,
of the Covernment'g plans and
country's transport facilities,

cests and recomendations on how they could be low-
Reference of the National Fertilfzer

istribution costs fron factory to farmer'vaty depending op
figures explain the distribution cost

Per ton at points 250 kp éway from Djskarta:

f.o.b. Palembang

Sales tex and insurance
Ocean freight

c.i.f. Djekarta

Handling charges, ete., from )
the harbor to village )
Interest charges )
Distributors' overhead and )
margin (wholesaler and retailer)

Total

7.07 Totel nitrogen fertilizer to
projcct of PUSRI
full capacity will be:

PUSRI‘'s existing plant
PUSRI’e expansiog
PETROKINIA

Rp 22,000 {$67.5) price to
distributor)

1,352 ( 4.2)
23,627 ($72.5)

4,373 ( 13.4)

28,000 ($85.9)

be marketed after the expansion

and PETROKIMIA have been completed and are operating at

100,000 tons
380,600

177,000
657,000 toas



Adding the swmall tonnage of Phosphate feretltzery brings the total to abewt
750,000 tons. This is dPPToximately three times the tomnage acw belng
marketed. Marketing such & tonnage wil] require extensive improvements iy
the transportation cnd‘dlntributicn 8ysSten (waaehouses. roads, vehicles)
‘and a complete Teorgenization angd strengtheaing of the:mltketlnx organiza-~
tion and the rural credig systen, .

7.08 8y the time the &xpansion project comes fully ©On stream, PUSRI'g
distribution systom will be bandling five times the tomnage noy being s0ld
by the company, PuspI Plans to get up extension‘sales-officea in major
cities in Jaya and to builg regional warehouses to handle off-sezson in-
ventory build-up 4n market aregg, Marketing such a tonnage will require
an extensive Seeding progran under which imported fertilizer would be
channeled through PUSRI s distrmbutors. enabling them to build-up adequate
facilitieg to handle increased tonnages. The mission was assured by the
Ministry of Trade that PUSRI *¢ distributors\would be given accesg to im-
ported fertilizer for thetr seeding Programs, This assuranca was confirmed
during negotiationg,

7.09 Developing an adequate Seeding Program, coordinating the various
Plans for distribution and training ap effective‘marketing staff will im-
POse on PUSRI a burden which will be very difficult to handle without out-
side tsslstonce.  PUSRI therefore wil] hire — in consultation with the
leaders and not later than the end of 1970 — 4n experienced marketing man
to head up these activitieg during construction of the Proposed plant and
its first tyo or three years of Operations,

credic ig channeled through State banks and village banks, Experience

of Bank Rakjat Indonesia (BRI), a State bank Specializing ip agricultural
credit, showsg that credig schemeg designed to m2et requirementsg of {n-
dividual farmerg are difficult go administer, 4 substantial amount of
BRI's funds i1g also tied W in unsold stocks of fertilizer caused through
uncoordinated fertilizer importatiog and disttibutiou. It is apparent

that no credig scheme would relieve thig situation unlegs efficient fertil~
izer distribution is ensured,

8
credit and make Téecommendationg og measures required for establighing
an effectiva distribution System capable of handling the increased tonnage.
During negotiations it wag agreed that the Tecommendations of the study
acceptable to the Government ang the lenders wil} be implemented,

B. Prices and Competition from Impores

7.12 PUSRI 13 now selling 1ts urea at %p. 22,000 f.0.b. Palesbang, the
equivalent of $67.50/¢ton. Luport prices €.1.f. Djakarta are Presantly bhet-
ween §78 and $81/ton c.1.f. although occasionally shipments hawe bava



offered at less chan $65/¢con, whila a £o0d deal of othar shipmonts ave well
adove $100/ton. Ex~plant prices ia RBucope znd in the U.S.A. for domestie

concumption are quoted at between 575 ang $80/ton, to which sea freight aad
lnsuranc: alone would add 515 to $20/ton.

7.13 PUSRI has = tTinaport cost advanteape vis-a-vis imports im shipping
its urea to amaller ports, using coastal vensals for ports on which ocean~
going freiphters cannot call, This advantege s expected to ebout offset
the cost advantage, shown in Para. 7.06, which imports offloaded im a few
rajor ports for use 1a theiy vicinity oa Java hava over PUSRI's fertilizer,
Therefore, ia order to compare import prices with those of PUSRI, c.1.f.
izport prices at Djelkarte cza be ecquated with PUSRI'g Price ex-Palembang,

7.14 The present selling price cx=-plent Palembeng of $67.5 per tom is
expected to be cempotitive with c.1.f. prices of importz, when the new gen-
eration of urca plaats, using tha come technology as Preposed for the ex-
pansion of PUSRI, comes on stream in various parts of the world, However,
since world market prices olton rafleet marginal coat Pricing, import prices
might fall further, Perhaps to betwoan $62 and $6S8 excluding, of course,
dietressed or dumped chipnancs. This Judpment by Bank Group staff {s in
line with recent evaluations made ia connaction with Bsak Group ures proj-
ects in India and Pakistan.

7.15 There is no import duty on imported fertilizers and there are

no plans for its introduction. If sufficient finrmeigl incentives for

iocal fertilizer production ara to be provided so as to attraet future
private investmont, the Precacnt selling price of PUSRI wiil hava to be

at least meintained. Tha Governmcat has agreed that PUSRI will be permitted
to follow commareial preetice 1u getting ita prices.,

7.16 The present gclling oriec thus can ba expected to mcat the
criterla of competit.ivonesy with imports, financigl viability of the
Project and coasistency with the Govornment's pricing policies and has
therefore been used in the finzneisl projections of the report, If im-
port prices sheuld 4in fact fall below that level some wodest degree of
Protection would be required. Such Protection would be Justified since,
85 shown in Chapter IX the rata of return of the project to the econony

would st1l1l be 127 even 4f the c.4.f. import price was -a® low as $60
per ton.

VIIX. PROFITABILITY AND FINANCIAL POSITION

8.01 The ges conservation and transmission pr:jact 13 sat up as a
Beparate accounting entity of PERTAMINA operating at about a breakewan
leval, including a 12% return on investment. This rata is pradicated
revenue being guaranteed by toke-or-pay contracts. The Tesults will be
that the price of gas will dacline frox 19.7 conts par Mefe im the fivet
full year of operation to 12.2 ceats PeT Neft im 1994. Details of the
accounting are sat out in Amex 16§, -



3.3 Attached as Anmexes 10 zo 13 ATe projected fwcome statements for
the Zarellizer expans ion Project, an Prejected imcome Statements, balaace
shects and cash flaw 3Lateceats for the cosdined opevation of PUSRI.

.04 The fertilfszer eXpansion project ig scheduled to pe commissioned
3y late 1973 after n three-yaar construction ang startup period, Production
ulld-up is caasorvatively estimated to rise gradually from 50% of the rated .

Ca2pacity ia the tl'r_at Qquarter of operation to full capacity {n .19'77.’ For

8.0 On the adove dasis, the fetcilizer<expanaion Project will ghow
nominal pre-tax~carnin¢s ia 1976, the fourch,year‘of operation, and there-
afier the prolit pleture Will faprove ag sales rise. While comdbined pre-
tax earnings will £5llom the Same pattern, net earnings for the integrated
Operation will decline in 1978 when a five-year tax holiday for income
taxes on the operaiions of the Proposed new plant comes to an end, Senior
debt gervice Coverage, as ghown in Annex 11 riges from 1.6 timeg in 1974

clated and the inpact of 8harply increased taxes reduces coverage to 1.3
times in the lase tvo years of debe service, Thig {g4 considered adequate.,
The Projections indicate ehap PUSRI will be {n a position to Pay dividends
in 1977, four years after Startup of the new plant.

8.06 The fertilizer expanaion'project vwill meet itg fixed cash costs
excluding servica of the subordinated loan at capacity operations ag long
43 sales prices do Bot drop bdelow Rp 14,900 ($45.70) Per ton of urea or aa
long as gales volume doas not decline delow 258,000 tons (or 68% of capacity)

8.0? The inigial tull debt/equity ratio for the cormdined operation of
PUSRI will be 70330, ag showa in Annex 12, and $5:43 if the-:uhordinated
loan is Sonsideved Suasi~equity. These Tatios will tend to tise slighcly
ia the firge Yoar of operation of the Nor plant. Except for 1974 the
eritical tieap year of full production vhen the projected Cash bdalance

1s relatively 1lew, PUSRI should maintaie a fairly liquid Position thee oat
the project 1life, Ia the avent that the comany's net caah Poaition 1a bew
low that projected, a sWdseanttal curhion eniupe In e sonpaay 'y aiitey

te daler paymewes of Pelacipal and inverasy ap the Ll LT R e
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$.08 A sensitivity analysis has Deen prepaved to assess tha fimamcial
impact om the project of certaim wuntaversdle ixssumptions suparisposed on
the financial forecasts which #re showm (m Annexes 10 throush 13 and which
are considered realistic. The following tadle compares the Flmancial
return (net of taxes) of 11.4% of the “Dase project” with five altermative
assumptions which are deacribed ia graater datatl in Awmex 14.

Base Project

Alternatives superimposed on Base Praject:

1)  Reduction of urea ex-plant price from $67.5/ton
to $60.0/ton 9.2%

2)  Reduction of urea ex-plant price from $67.5/ton
to $55.0/ton 7.5%

3) One year construction delay assumed to increase
project cost by $11 million 9.0%

4)  Startup troubles, coupled with a slower production
build-up over a period of 5.5 years 10.0%

5)  Combination of one year construction delay,
startup troubles and slower production build-
up (alternatives 3 and 4) 8.1%

As explained in Section VII of this report, the probability of alternative
2 occurring is low. The probability of alternative 5 occurring ia also low;
in addition, efforts will be made to obtain suitable guarantee provisions
on plant completion and production in the contractual arrangements for
plant construction.

8.09 The foreign exchange component in the operating costs per ton of
urea at capacity operation is estimated at $33.29 as compared with the

local currency component of $17.95, assuming a 15-year ecomomic life for

the project and the payment of external debt on commercial terms. 1/ On

the basis of lsuded costs of imported urea at $67.50, total foreign exchange
savings at capacity operation would work out to $15 million annually. This
saving of $34.41 per ton foreign exchange costs is ¢btained at a cost of
$17.95 per ton local currency expenditures and is fndicative of a highly
efficient import substitution. ‘

3/ Costs per ton of urea on the above sssumptions are as follows:

Variable costs Lo
. ($/ton
Local currency 1.78 15.72 17,50

Forelgn exchange 9,4 :
S o €] 0 #8
This dreakdown differs from that shown in Amnex 13 as fallowe:
(1) Depreciation calculated ou a 13-year basis
(11) Iatorest worked sut at 10X p.a.
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IX.  Econowic JUSTIFICATION

9.01 Thae ferrili~er and gas parts of the prp;ect are }ggcr-#cpgp#ggg
and iuvgutmcnt in ong would make no pense withbgt ;pye tment in the ggﬁeg
A join: rate of recurn has therefore bcen calculated P¥ gisggunting the
strcams of costs and’ benefits obtained if PUSRI haq to s }} ex-p}app at
the c.d. £, piice for importcd urea. Tpg prgggpg rate gf exchange gf ﬁq-
}26 per US Jollar has’ been used At a c.;Lf: import price cf $~].q Pcf
ton, equal to the sales pricp nssuméd; £§é'rate of repurn ;o rhe econom
would be 14% If the impor: price were to drop ro $65 per ton, tha ;ggg
o[ returu would Lo lJM. If impor:ed urea could be qffered si $60 per gqg’
c 1.£. the rate of rezurn would be 124

9.02 The decision to proceed with the PUSRI preject at this time wa

madu after study of an a]ternarrye site at Tiirepon on Java, wherg Fh( op}y
oLher USublL gus ueposxt is lqu;gﬁ, There are not at chis time suf ;cieﬁg
Proven gas reserves\at Tqirebbh to sqpbqrt an gpqppmipn;lyrg;zeg fgr;ili;e;
Project and a suitable 8as inveo:igation would take pcrhnps 8 year to com=
Plete. Waile Tiirebon is locared near the major marke: and would thus haye
an ndvuntugu in Lrnnsporr cos of urea this site 1ac s the infrastrqcture
facilltlcs available at Palcmban In addition 1f Tjirebop produced firqt

Aoy, Lo

the 8a8 noy plunncd for use at’ PUSRI would have to be flured (wh;c is un=
economic and would reducge’ rescrveh”bclc that required to aupporc tpe PUSPI
project) or, alternativrly, conserved for future use. Ihia latter course
would likely cntail éonsidcrable expense and ;pere may be technicnl dif i-
culties involved in tné"uhdcrgrbuh' stbragéjof'shcb'a £0B gyantity. Thus,
while two new pluantg will ultrmutely be needed in Indonesin. the decision
to proceed with the PUSRI plant at Palembang firsr is the proﬁer one at
this time and will rcsult in a subSLantial foreign exchnnge bepefit qH g to
the wany months savcd in rea ching in;:ial producp on . Further de:aila gn

(Y T
thie are provided in Aunex 14a,
£20ex 2oa.



X. SIATUTORY AND FOLICY CONSTDERATIONS

A. Economic, Technical and Financial Conclusions

10.01 The A.I.D. Froj:ict Committee has revieyed the yan der Yaik Report
on which thi: project 1z based and the IBRD/IDA findings copclusionss—and
pasaingy tnd &5 satlsriod thal the project is coopomiinily. technically,
and financially viable and meets all applicable statutory and resulatory
¢riteria. ' ) )

10.02 ihe project is of high priority in the context of the Goverpmept!s
policy to atiain self-sufficlency in food apd to increase agricultural output

{fpanclally viable, and urea production will be competitive with imports eyep
Hmmmwmmwme%&NW%W%MW%W%W%WW:m%
hased on a level of technical planning sufficlent to ressonably define the
cost estimate, and, as such, meets the requirements of Section 611 of the

and cxports. The preject shoys a satisfactory gpng@ip‘;qpe Q£ xg;yrgi is
s}

.
[ERIEE
i

Foreign Assistince Act.' Fipally, it puts to profitable use a yaluable
national assel, natural gas, that is presently going to waste.

10.03 Assumptions op fertilizer market growth made in Indopesials Fiye-
Year Flan have been substantially discounted the plant size has been adjusted
to such lower sales expectations and projections of capital, operating cost
and sales build-up have been made on a conservabive basis. 'However, market
projections in Indonesia gre parti uwlarly difficult to make as the past
cannot serve as a guide for the fyture. The project, therefore, has a Dupber
of uncertzinties on the demand side. ﬂoyevg;},ﬁcxﬁiligﬁp.Cgpﬁgmggigg\igr
Indonesia is s1i11-among the loest in the world apd the Government is makipg
an all-out effort to accelerate economis erowth which initially is_ centered
on sgriculture. Therefore, even if additional adyerse factors shoyld occur,
such as construclion delays Or an even slower build-up of production and
sales than assumed in his report, the risks on balance would appesr reason-
able when viewed in terms Qf,ovcrgllveconqmic‘qeye;ogmegp, '

10, Oh The Project Committee recommends that A.I.D. authorize & loap of

$20 million subject to the verpis and copditions set forth ip the draft loan
buthorization contained in Apnex 23.
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B. Place of the Projecct in the Y.8. Progran

——————— RS oty

10,05A1¢ to Indonesia from the Upited States and tep other pations
18 cvordinated throvuh the Tnber-Governmental Group en Indonesis
{I16G1).  Following recommendations from the IMF ang 7 7 THETIGEE
Tations coatributed over $200 million to Indopesia in GY 1967
hacse 4300 million in CY 1968, ang oyer $500 miition in CF 1089,
hBalnst this latter amount, the Upited States aareed to proyide
$241.8 nillion--$75.3 mi11{on i A.I.D. loogs 2559:3 pillion in
Lioro9 and $25 million in FY 1970) and $166.5 miliios in P.L: 489

S70) Leaty cobion and tobacco ($99.1 million 1 KY 1969 oid
$6'] )'1 n:i]_l;'_oP in FY 3979)_ :

ment $600 million ip aid from the IGGT for the fifteen month period
beginning January, 1970. 1Ip Recember, 1969, the U.S, delegation

to the IGGI anpounced that, subject o appropriations, it intepded
to provide sbout ope-third of ipdopesials bilateral nop-food aid
roasinement (8125 million of a total of $375 millien) agd o "tair
shave” of the $140'millioq estimpte of food 2id peeds. The $125
mitlion U.5. share of non-food aid is to be com 0sed of $30 millign
of P.L. h80 cotton and $75 milliop Deyelopment Loans Z§?9:§ million
from I 1970 and $5h.5 million from FY 1971 fuads). Additiopal
toans of $25.6 milliop from FY 1971 funds will be part of the

saticipated U.S. aid o Ipdopesis for CY 1971,

10.0€ The Indopesiap Goverpment has Feaested, with IMF/IBRD epdorse=

1Q.Q07 Since the AID Program vas resumed in 1969, most U.S. economic

assistance has been in the form of general commodity losns and
PL 180 designed te proyide balance=of-payments support for Indonesials

stabllization program. These stabilization efforts have had
sigpificant resulis - the rate or ipflation, 639% in €Y 1966,
Was reduced to less than 10F i CY 1969.

10.08 Wow, s indonesia tupns increasing attention to its rehabili=

toticn and development pecds, the U.S. and other dopors are deyot=

log o larger portion of their toan fupds to capital projects. The

proposed Pusri expapsion loan will be the third capital project

in AID's Indonesis program since the Fesumption of assistance (the

first was a $6.3 million expansiop of the Gresik cement plopt ip

FY 1969, and the second was the recently concluded glﬁ:ﬁ'mél%ésn
loan for Central Jaya pover rehabilitation),

10.09 Agricultural develgpment = particularly the expapsion of rice
production is assigned highest priovity in Indopesials Five Year
(1969-Th) Aevelopment Plan. The Principal focus of the AID Program
in sgriculture is t9 assist ip increasing the gge@gséisn and
aveilebilities of fo9d while ab the same time helping deyelop
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Bound iastitutions. fMThe AID Program attempts pot oply to cons=
tribute to the strengtheping and expansion of the BINAS approsch,
including prodyction = thputs distribution, byt also to improying
grain hundling, storage, processing and distribytion systeps,
¥hile avoiding duplication of efforts by other donors,

10.10The PUSRY Fertilizer Plant Ex ansion Project has & very high
priority both in Indonesia’s own iye=Year deyelopment plan end ip
the AID program. Successful completion of this project will meet
& pumber Of AID objectives == it will allgy partial fulfillment
of our CY 1969 aggistance comnitment; the incressed production
capacity yill go a 1ong way toward making Indonesia self-sufficient
ip nitrogepous fertilizer at a time vhen increased amounts of
fertilizer are reguired for the pey strains of "miracle rice’;
Expansion of the existing highly successful gomestic production
facility will assist ip private sector deyelopment and wltimstely
greate a team of skilled Indonesian technicians and sdministra-
tors.

10:11The savipgs ip foreien exchange and direct economic benefitsy
QF the project are bhoth top AID and IGGI priorities Fipelly,
the proposed project wepresents the first time in Indonesis
vhere AID yill participate in a multi-pationel cepitel project,

inyolving both the cooperation and loan funds of 8 number of
IGGI donors.
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10,12 The GO has taken strong fiscal and monetary steps in implementing
the (MF-gndorsecd Btabilizabion and rehavilitetion PEOEFAm. AL the same time,
it hac corageously eliminated sYifling but often politically expedient
subsidies, and has moyed away from bureaucratic intervention towards reliance
upon the free market in allocating national resowrces, The GOI hes been able
%o improve managemept practices in State-owned enterprises which have pot yet
been turped over to priyate sector management. It has, Moreoyer, opened the
doors to foreign investment by returning nationalized Assets to their original
owpers and providing substential ehcouragement to new investment under the
forelgn inyestment law,

10.13 The GOI is determined to coptinue its policy of_economic self-
diceipline and face constructively the immediate problems of rice shortages,
the urgeny peed for operational and menagement As§istance in many Indopesian
enterprises, further increases in tax collections and considerable improye-
ments required in their statistical system.

10. 14 Indonesials recently completed Fiye-Year (l969373) Pevelopment Plan
proposes to contipue the country's rehebilitation and stabilization work of
the past two years and to moye into development in certaip fields. In order
to bring about stabilization of food prices without undue reliance on outside
FesQurces, agriculbure and irrigation are to he the main inyestment sectors,
peceiying 300 of the total Fiye-year public inyestment. With regard to
infrastructure the Plap target includes a 64% increase in electric power
capacity, & 20% rise in the diesel locomotive stock, rehabilitation of 115
h%lpmegerﬁ of rail lines, and rehabilitation or Ypgrading of 17,000 kilometers
of roads,

10.15 Planned imports through the Five-Year Plap ipclude large amounts of
Program aid, ray materials, and Fome spare parks. Total investment over the
beriod is projected at about $i hitlion, of which three-fouwrths would be
accounted for by foreign capital infloy,

10.16 Aericulture is assigned first priority. Second priority will be
accorded to light and medium industries using Agricultural and other domestic
ray materials or contributing to agricultural Qutput (e.g., fertilizer), 1n
the infrastructure area, the rehabilitation of roads, highways, transport and
communication media, will also pe stressed to remove hottlepecks impeding
eXport end ipter-island trade,

+9.17 With respect to this project the Govermment is contributing ii@:@
million in local currepcy and $6.4 milliop equivalent of interest capitaliged
during construction -- a total of $16.7 million or 18 of project costs.
Moregyer, the Govermment will covenent %9 meet any project cost overruns which
Bection XIT B, the dovernment is also undertaking 8 wide range of actions
which have a bearing on this Project. The most important of these aret
eliminate existing constraints Y9 the orderly growth of urea consumption;



implement a rice price 8upport policy to assure adequate incentives to the
farmer to purchase and use fertilizers s§trengthen the existing distribution
and marketig system; proyide farmer credit facilities; implementy recommendas
tions of the National Fertilizer Study now underyay; improve and expand agri=-
cultural extension and fertilizer demonstration activities; CAEXy out improyes
m2nts Lo drrigation; ellocate urea Yo FUSRI distributors for a seeding program;
and continue with itg regular well=drilling Program and take Recessary steps

to insure & continuous £8& supply for the seryice Life of the Fertilizer
~xpansion rroject., :

10.18 For 1ts part, PYSRL is Contributing the equivalent of $6.1 million
in local eurrency which will be generated by the existing operations of

PUSRI, as well as the technical staff to implement the project, 1In aqdition,
PUSRI has apreed to obtain technical assistance in the areas of marketing,
accounting, and management {including on-the=job training in TY,:A.)3 to
strengzthen its management capebilities by the appointment of new board.members;
And to revise its charter to provide grester control of the company by its
shareholders,
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P» Impact on the V.S, Balance of Payments

10.19 The impact of this lonn on the U,8, balance of payments
vill Le fayorable for several reasons, The entire proceeds
of the AID loan will be spent in the U,S, for £90ds end
services and follow-up orders of spare parts which would not
Otherwise be procured from the U,S, OFf the $68 miliion
foreign excheage costs of the project approximately $11
tiillion has already been preallocated for U.S, procursuent
(reneral construction contract, ammonis process and emmonia
plant compressors), Presllocation to Japsn smounts to
epproximately $8 million, Thus & totsl of $19 million of the
$68 nillion foreign exchange costs have been preallocated
leaving $49 million available for international competitive
bidding,

10,20 It is estimated by the engineers who have reyiewed the
Pusri project that U,3, suppliers vill be competitive on about
35% of the materials and seryices prosured on the internatiopal
venders, This estimate is based on recent procurement experience
witi the Dawood Hercules ammonia/ures project in Indie (finenced
Jointly by vhe IBRD end AID), If this percentage holds for the
Pusri project, we would sxpect thet U,§, firms would receive
about $17 million in ayards, of which $9 million would be met
from the balence ayailable under AID loan end $8 million from
IDA financing, 1In this situation, U,S, suppliers would receive
approximately one fifth of the IDA financing,

10,21 Another factor which may swing some of the IDA financing to
U.S, suppliers results from the application of the 10% com-
pbonentry provision of the AID source/origin requirements, If
under the ipternational competitive bidding procedures which
are plenped, (see Sec, XIII) a U,S, equipment supplier tenders
the lovest responsive bid and the dollar yalue of imported com~
ponents of the equipment is in excess of 10% of the total eost,
the equipment would not be eligible for fimsncing under the AID
loan, In such a situation finencing would be assigned to the
IDA, VWhile ve do not enticipate many such ¢ases, to the extent
they occur U,S. procurement will be incressed,

10,22 A Tinel factor relates to the preemmence of U,S, firms in
the construction of patural gas conservation snd trensmission
systems, It is considered highly likely thet & U,S, firm will
be ewarded the contracts for this portion of the project which is
being finenced wholly by the IDA, Foreign exchenge costs for this
vork are estimeted st $9.7 million end would be sdditive U,8,
procurement, .

10,23 In summary the Project Committee believes that U.8, interests,
particulsrly with respect to belsnce of paymsnts congiderations,

bre well protected, both in absolute terms and relstive to the
interests of the ggher lenders, :
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k., Indonesian Economy and Debt Seryiece Capacity

10,2k For the Indonesian economy the year 1969 vas an
importaat turning point, The stabilizetion program designed
to put an end to the Sukarno legacy of rapid inflation ves
Buccessfuls A balanced goverament budget, controls over
credit expansion, & deliberate policy of increasing savings
deposits through attractiye interest rates, snnusl foreign
debt reschedulings, end the provision of food, fiber, and
other program aid to meet domestic demend brought about a
decline in the rate of price increeses from 113% ip 1967 and
85% in 1968 to 108 in 1969, Commercial benk time deposits
increased more than tenfold in real terms since the end of
1967, while money supply in reel terms expanded by k5% in
1969 and 20% in 1968, In contrast to earlier years, exchange
rotes also remained stable during the course of 1969, The
BE rate (applicable to the import of more essential #£oods and
services) held steady at Rps. 326 to $1,00, and the DP rate
{spplicable to transactions, services, apnd less essential but
germitted commodity imports) remained stable at Rps, 378 to
$1,00,

10,25 While the most notable achievement of 1969 was
the restoration of price stability and confidence in the
rupiah, progress was made op other fronts as well, Aggregate
output grew modestly as evidencedby an improvement in agrie
eultural production, increased mineral output &especially
©il and tin), and higher production in the textile industry,
Exports -» led by increases in oil, rubber, and tin -~ grew
by 127 from $872 million in 1968 to $975 million in 1969,

10,26 Reflecting o pick-up in overall production and an
improved outlook for the Indonesian economy, imports expanded
by 167 in 1969 to reach $961 million, Of this totael, investment
800ds and ray materials accounted for a greater share of imports
than in 1968, The repid rise in total imports, however, led
Yo & decrease in the trade account surplus, from $40 million
in 1968 to $14 million in 1969, This development, plus (a) e
$31 million increase in service payments related to increased
0il production and consumption, and (b) & $36 million rise in
hon-oll seryice payments, (including frelght for tmports).
increased the current eccount deficit from $26k million to
$358 million in 1969, The current account deficit was financed
primerily with foreign aid,

10,27 A detailed discussion of economic trends in
Indonesis 1s to be found in IMF Report "Recent Economic
Developments and OQutlook for 1970", March 23, 19705 the IBRD
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Report, “Curreant Economie Positfon and Prospects for Indonesia”}
November 10, 1969; and the IBRD Report, "Current Investment
Activity in Indonesia", Marech 27, 1970.

10.28 With inflation under control, Indonesian planners
have been able to focus increasingly on the task of rehabilita-
tion and development. The scope of the task ig immense, for

10,29 Fortunately the resources availgble for a substantial
investment brogram have grown, Pledges of foreign aid totalling
roughly $600 million have been received by Indonesia for the
fifteen-month period beginning in January 1970. The foreign-aid
Pipeline has more than doubled, from $162 million at the end of
1968 to $410 million & Year later. 1In addition, the Indonesian
Government has approved private foreign investment projects,
exeluding those for 0il, with a total intended investment in
exeess of $1 billion. Arrivals under these projects have, however,
been small, totalling an estimated $50 million for the three years
since 1967.

10.30 Improved collection bProcedures and new taxes, such
as those on petroleum products, are expected to increase domestic

1969 to Mareh 31, 1970) and by a further 32% in FY 1970. For the
first time since the downfall of Sukarno, these higher revenues
provided a surplus over routine budget expenditures of about Rps.
2T billion in FY 1969 and will provide an estimated Rps. 37 billion
in 1970. Together with foreign aid counterpart generations and
foreipn aid project disbursements, they will finance development:
budget expenditures keyed to projects and Programs in the
Indonesian Five Year Plan (1969-1973). The Development Budget
has inereased from 36 billion rupiahs in 1968 to 91 billion
rupiahs in FY 1969/70 and an estimated rise to 116 billion rupiahs
FY 1970/71.

10.31 Despite the availability of substantial investment
resources, a number of problems remain, The first of these con-
cerns the design and implementation of investment programs.
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10.32 Secondly, the efficacy of Indonesia's rice program
is in doubt following a substantial shortfall in domestic rice
pProcurement in 1969 which caused the Indonesian Goveramest to
import over 400,000 metric tons of rice commercially ia addition
to the 470,000 metric tons provided under foreign aid. Present
estimates place Indonesia's rice import requirements for 1970
at a similarly high level. New policies designed to stimulate
domestic production and marketing have yet to be fully tested.
These include the adoption of an offieial price support poliey
at the village level, and changes in the procurement procedures
to be followed by BUL, the Government's rice purchasing and dis-
tribution agency. The Bimas Goton Rojong {BGR) program under which
foreign firms on contract with the govermment provide farmers a
standardized package of production inputs (the farmer repays the
GOI in cash or crop equivalent) is to be reassessed with a view
to phasing out the brogram and replacing it with programs
providing more intensive extension services and a package of
inputs more in tune with individual farmer requirements.

10.33 An exchange rate reform, effective April 17, 1970,
promises to make more manageable a third problem -- the pre-
cariousness of Indonesia's foreign exchange reserves. At the
end of February 1970 gross international reserves amounted to
$115 million, but net reserves (gross reserves less short-term
foreign exchange liabilities) were a negative $77 million, a
$53 million deterioration since February 1969. This worsening
in Indonesia's reserve position at the end of 1969 was caused
by an unexpected drain on the free (DP) foreign exchange market
and the large commercial purchases of rice made by Indonesia
at that time. The reform, by merging the two foreign exchange
markets and requiring exporters to surrender all export proecceds
to the government, makes possible greater government control
over foreign-exchange receipts. The rate has been set at Rps.
378 to $1.00 for all major transactions except aid commodity impurts
and related services which for the time being will continue to
be financed at the 326/1 rate. The new rate represents a part.jsal
devaluation for those non-aid importers who had financed their
transactions using the BE foreign exchange, while the returyn Lo
exporters has been improved,

10.34 An important factor in Indonesia's progress since
1966 has been the relief afforded on the substential Sukarno
debt of $2.1 billion (including interest), about 60% of which
is owed to the Soviet bloe. The substantial debt service
burden facing Indonesia necessitated aagnual rescheduling by the
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U.S5. and other free world donors. In late 1966 ‘agreement was
reached with the u.s., France,wGermany, Italy, Japan, Netherlands,
and the U.X. (the So-called "Paris Clyp" countries) to reschedule
government oy government-guaranteed dedt in excess of 180 days
oved as of June 30, 1966 ang falling due by December 33, 1967 in

10.35 In 1969 an agent or the "Paris Clyp" creditor
countries, Dr, Herman Abs, was requested to investigate ang
prepare a plan for the overali rescheduling of Indonesia's
debts to all countries. April 1970 "Paris Clup" discussions
brought into light a long-~term settlement of the Sukarno debt,
The April 1970 8greement calls for non—discrimination among
creditor countries s &8nd thus if the Indonesian Government
negotiates an arrangement with the Soviet bloe it can not be
on more favorable terms than those egreed to Ly the Western
Creditors.

10.37 Past reschedulings lerft Indonesia with debt service
ratios (calculated on the basis of non-oil exports plus net o0i]
€Xport earnings ang including post-Sukarno debts) of 12% in 1068
and 8% in 1969, The debt service ratio for 1970 isg projected at
about 10%. On the assumptions of (1) g conservative 6% growth
in exports ang (2) further Very sizeable inflows of foreign aid
on which service,payments must be made (Indonesia since mig-~
1966 has alreadycontracted new obligations, includiug intere:t,,
of $1.6 billion), ang (3) a final Settlement of the Sukarno debt,
Indonesia's debt service ratio is estimated under 20% in the
1970's ang slightly higher in the 1980's, By international
standards, these ratios are manageable.

10.38 Given Indonesia's heavy debt Service burden, AID's
softest terms are appropriate. Ip view of the soft terms Provided
under AID loans, the fact that other development assistance ig
being made available at minimum DAC terms, Indonesia's Potential
for export expansion, and the agreement reached among the Tarig
Ciub for a long~term settiement of tie Sukarnn debt, the PAIN IR AT
2T T puymont of the proposed loan appear reasonable. 0Oy TN NEG-
inent of Tndonesia's Tepayment prospects is shared by other GGl
donors,
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F. Use of U, S, Government Excess Property

10.39 In view of the nature o #»- project, the importance of perform-
&nce guarantees, ang the multinntional character of the financing, the use
of U, 8, Government €XCess property would be inconsistant with the project
requirements,

G. Alternative Sources of Financing
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XI. LEGAL FRAMEWORK
M

11.01 The legal framework for the project will be created by the exccution
of. the Tollowing agrecements:

Between IDA and the Government:

Development Credit Agreement making available the proceeds

of the IDA credit to the Government, setting forth the Govern-
ment's obligation with ruspect to parts A and B of the project,
&nd providing for repéyment of the IDA credit.

Project Apreement setting forth PUSRI's obligations with respect
to Part A of the project,

Project Agreement setting forth PERTAMINA's obligations with
réspect to Part B of the project,

Between ADB and the Government:
Legal instruments raralleling those set forth above,

Between the Overseas Economic Cooperation Fund of the Govern ment of
Japan and the Government:

Loan Agreement making available the proceeds of the OECF loan
to the Government, setting forth the Goverrment's obligation
with respect to Part A of the project, and providing for
repayment of the OECF loan.

Among A.I.D,, the G vernment,and PUSRI:

Standard A.I.D. T.oan Agreement making aveilable the proceeds of
the A,I,D, loan for Part A of the project to the Governmenti Tor
reloan to PUSRI, setting forth bot the Government's ohligation
with respect %5 Part A and Part B of the project, PUSRI's
obligation with respect to Part A of the project, and providing
for repayment by PUSRI of the Government's subloan to PUSRI and
reépayment by the Government of the A,I,D, loan,

Between the Government and PUSRI:

Financing Agreement making available to PUSRI part of the
broceeds of the loans of the several lenders and providing for
reépayment by PUSRI to the G.vernment ;of guch portion of the
financing as is reloaned to PUSRI,
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Between the Government and PERTAMINA:

Subsidiary Loan Agreement making available to PERTAMINA

part of the proceeds of the loans of the several lenders
(i.e., IDA and ADB) and providing for repayment by PERMAMINA
Lo thé Government of such financing as is reloaned to
PERTAMINA,

Between PUSRI and PERTAMINA *

Gas Purchase Contract setting forth the price, terms and
conditions on which PERTAMINA will supply natural gas to
PUSRI over a 20-year period on - take=or-pay arrangements,

Among the Several Lenders and Borrowers:

Memorandum of Agreement Regarding Project Execution, ,
Procurement and Use of Loan Funds setting forth the procedural
framework for project implementation,

Between the Government and the Several Lenders:

Letter from the Government to each lender setting forth

the Covernment's policies in certain agriculturally-related
areas relevant to the project, and the measures which it is
at present adopting, or which it proposes to adopt to
implement these policies,

* Letter from the Government to each lender setting forth
measures which it proposes to take prior to ccmpletion
of the project with respect to the distribution and marhetin
of the urea fertilizer to be produced,

11.02 Each of the lending agreements to the Government contain sut.ntant.inlly
the same conditions, although different terms, and mutnal default Provisic,
(i,e., a default of any agreement constitutes a default of all agreen;nu£>a

The terms being extendod by the respective lenders to the Govermmen: are che
mitimum terms permitted the lender and in keeping with the overall agreement.s
reached under the IGGI. The effectiveness of each loan and credit agreements
being extended to the Government is conditional upon the effectiveéness of all
other loan and credit agreements being extended to the Government in the amounin
and on subsinntially the terms ang conditions contemplated in thie papor,
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12.01 The A.I.D. loap will be extepded to the Goyermment pt pipigum
ptatutory terms of L0 years with a 10-year erace period op the repayment of
principal and interest’at 2f per appum’ duripg the grace period and 3% per

apnum thereafter.

12.02 The Government will reloan the proceeds of the A.I.D. loan to

PUSRI for use by PUSRL for'Payt A of the project at the £ollowing terms:
16} years, including a U4 year grace period op the repayment of principal
with' interest at 12% per annum. Interest during copstruction spd start up
(first 3% years) will pot be Ebmpqundéﬂ;’@qq interest payable at the end
of the period will be capitalized as further described below. R

12.03 In accordance with the financing plan set forth in paragraphs
6.06-6.12, the Government will moke available tQ the project $68 million
from the co-lenders (includin the A.1.D. loap) quﬁlﬁ.y‘@il}ioq being pro=
vided by the Government itself -- a total of $84.7 million.i/or this amount,
$2.0 million will be set aside for menagement’ essistance during the start-up
period, and the halagge of §82.7 million capitalized and made svailable to
PERTAMINA and PUSRI.= PERTAMINA will receive $1§.1 million in the form of g
toan for 23 years including & '3-year grace period apd interest at 129 per
annum, ’ o

12.04 PUSRT will receive $67.6 million == $6.1 million as equity, $48.3

million (vhich includes the A,I.D. loan) ss & senior loan, end $13.2 million
as @ junion loan. T ‘ L

1205 The §13.2 million junior (Class B) loen to PUSRI will have the
following terms: =~ o S e e
" (i) Interest at the rate of 12% per annum on the principal amount
- outslanding, interest tq accrue from May 1, 197h, and payable
semi-annually on May 1 and November 1 of each yesr starting
November 1, 1974; ~ 7 7 ' s o
(i1) Te principsl shall be repaid py PUSRI in 20 equal semizapnual
v installmeats commencing May 1, 1977, and epding November 1, 1986;
(111) Payment of such portion of the inberest, or of the principal and
interest, due on any interest payment date ag shall exceed the
amount by which the quick assebs of PUSRI shall exceed the current
Liabilities of PUSRI at the clgse of busipess of the calendar
semester immediately preceding such ipterest payment date shall
be deferred and shall be added to the interest, of interest and
principal, due on the next interest paypept date, subject tg
turther deferral in accordance with this paragraph;

1/ The Government!s contribution ip compo
million and capitalized construction ipler

SR

sed of 8 gash contribution ot $10.3
t of $6.4 millign. !he lgtter
[
(U

5
Brises from the second step interest on the senio to BUSRT the loan :
?FRT]AMINA.‘ h ot b uw-B HJmL.JEEM G (,,“9 .S-l_rH'U g PE L LPHLJB"- Pﬂq lvlng ]'UgH .Eg

2/ ‘The #2.0 million set gpide £ panesenent AgsistRnce fAn be viewsd; in effect, ps
= (&ee page 16) | ’

QL W, MLl tw GGy
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(1¥) Tor the purposeg of Pazsgraph (111) ppove: (8) the term
"quick asgets! shall mean 3ch, securities repgily convertiple
lnte cash'and trade receivables realizapje ¥ithin one year;

(b) the term Meurrent lapilities! ghal) pean 1iabilities due
and payable ‘and all eher Lipbilities which jvould pe due png
Payeble, or could be called for PRYmSRt; within gpe year ipcluds

=rzo-o . 16 the portion’ofJong tepy indebtedness falling dub withip

T or. Jpary, Provided, however, that any ipterest on, or Fincipal
of, the él&ﬁ? B loan due on'tpe pext ipterest payment ééhﬁ
following the determination of Surrent Labilitizs (including

Aly amounts deferred pursuant to paragraph giii?lé ove) shall

Tl WA INE R !

Aot be included amopg’ such Habilities,

12:06 In order to mipimize the AQt=inconsequential costs 9f copstruction
interest, it is desirable to aljgcate PUSRT Financing first tq Squity, thep
£9 the junion'loan, which valves interest payments during construction apd
SLart up; and fipally to the senior loan, picy Fequires interest payments
but permits them to he capitalized, Such capitalized ipterest duripg the
3i=year construction and start-up period will amount 'to ahout $5.3 milliopn,
Hovever, as A.1.D,, alope fmone the lenders, makes Provigion for the uge of
Eoeond step loan repayments in developmenta] Projects mutually agreed 4pon
fith the Government, it vag desired to attribite’ the A:I:.D: Fipancing to the
senlor loan which would PeXmit a more certain accrual of ipterest apd Principal
Tepayments, Yet A.1,D, hag been preallocated the general construction contract,

interest payments refeyreq t0 8hove. Mo accommodat. both desires, the foldoys
10g terms for ihe $48.3 mil1ion sepior (Class A) loan have Peen sgrced tq ip
principle among the several lenders and borrgyers: ' R
(1) Interest at the rape °f 12} on the principal amouns Qutstanding
- from time to time and gpai] be repaid in 2} ARProXimately equal
pemlannual installments commencihg on ey 1, 1975, apd ending

Srinoromer 1, 1986, on the basig of copstant anpuities of
principal and interest, QVEr such period tg be determined as soop
as the Class A loap has been FUHY. withdrawn, provided that

1L any of the proceeds of the A,T.D. loap are digbursed before
$6.1 million has been allgcated to equity and $13,2 pillion hag
been allocated to the juniog (S1ass B) loan, 'ng htercst shall
bagecy O the amount of ‘the a7 p’ 1oan cutstandipg;

November 1, 1973 will pe defef;éﬁlyiﬁpopp interest uptil such
date, and the amount of interest sg deferred shall, on that date

In accordance with paragraph (i) aboye;:.

H1) Interest shall be paiq semizannially on May 1 ang November 1 of

iyl Year, commencingon pay 1, 197M; |

(iv) ALl payments of ‘pterest and principa) whicn retate £Q the pro-
 aypde OF the A1.D. loan chall be meqs | the Govermment by Ryspr;

(v) 811 payments of interest ang ppiﬂsipaltm%QQ £9_the Govermment py

ﬁé'addéd'towthe'princibal‘émquht of the Clags A lodn to bo repaid

e
[y
(=N

i and
g

7

,

FUSRL which relate to the proceeds of the A:1.D. lomn shall pe
d-pogited in a £eecial account and Bueh fupds may be used only as

IR

' be agreed ypon Py £:7.D. and the Government.

h

2/ (ent) on dditiongl gong Lhoeney £ the pryject, Jhils TARAEEMEN a5 gtan

sistance
15 definitely a part o the PEQJECE, it may be sble tg ke fingnced frop the $%9:§
million contingency Reine capitalizeq. It peedad ke eamplete the project, the
$2.0 mi11ion will be made available by ihe Government W terms £q be “pegatisteg
With the begﬁ?icieripﬁ: Th either case It wil] ROt effect the terms gor 8IP3unt
of the A.I.D, ~oan '
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B, Loan Gopditions apd Goyenants,

12.0f The A,I.D. Loon Agrecment will contsin conditions precedent t9
disbursement and paytlicular covenants end varrapties which will pe substap=-
tially the same in the sgreements of the qther lenders. Agsreement was reasched
with the Government, PUSRI and PERTAMJNA during the IDA/ADB loan negotistions
in Waghington on 8ll points.

12,08 Conditions Precedent to Pishursement for the First Eligiple Item,
Unless A.I.D. otherwise agrees ip writing, prior to the issuapce of the first
letter of commitment or other commitmept document, the Government or PUSRI as
8ppropriate, shall furnigh A.I.D,, in form and suhstapce satisfactory to A.I.D,:

f: An opinion of the Mipister of Justice of the Govermment that the
loan agreement has been duly authorized or ratified Py, apd executed on pehalf
of, the Government and is & valid apd legally bipdipg obligation of the
Government in accordance with its terms;

b: An opinion of the principal legal officer of PUSRI or of other legal
counsel patisfactory to A,I,D. epd the other lenders, that the loun agreement
hags been duly authorized or ratified by and executed on behalf of PUSRI end ig g
valid and legally bipding obligation of PUSRI in accordance with its terms;

¢: ~The mames of the persons who will ect as the represeptatives of the
Government and PUSRI, together with evidence of their authority apd a specimep
slgnature of each such pergon, certified as tq its authenticity by either the
persons rendering the legal opipion or the persons executing the loan agreement;

d:  Txecuted copies of each of the co=lepding agreements of the other
lenders for the project, together with evidence that all copditiops precedent
to their effectivencss or the right to make withdravals thereunder shall have
been fulfilled;

¢: An executed copy of the Gas Purchase Agreement between PUSRT and
PERIAMTNA Tor Lhe supply of gas to PUSRT by PERPAMINA, together with legal
opinious of the principal legal officers of PUSRI and PERIAMINA, or of legal
counsel satisfactory to A.7.D, and the other lenders, that the Gas Purchase
Agreement has been duly authorized or ratified by, and executed on hehalf of,
PUSRI and PERTAMINA and is fully effective and binding qn the parties theretg
in accordance with its terms, subject only tq the effectiveness of the loan

sgrecment and the other co-lending ssrecments;

opinious of the Minister of Justice of the Government spd the prineipel legal
officer o PUSRI, or other legal cqupsel satisfactory to A.1.D. and the gther
lenders, thet Lhe agreement has beepn duly authorized or ratified by, and )
executed and delivered on behalf of, the parties theretg apd senﬁtiéut@ﬁ yalid
and binding obligations of the parties khereto, subject oply to the effectiveness
of the lian agreemept apnd the aqther e9=lending sgreements;

£+ An executed copy of the PUSRI Financing Agreement, together with
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B: Eyldepce of the arrangements that have been agreed upon by A,T,D,

snd IDA with the concuryepce of PUSRT for the procurement by FJSRI of
Eligihle Items;

h: Gopies of all pracuremepnt dacupments, including pp invitation for
bid, potification of ayerd, snd the regulting contrect, ip such form end at
guch time as A,I,D, shell specify,

i, Evidence that the Government shell have retained the serviceg of
consultants, scceptable tq A.I,D. and the other lenders, on terms snd cop=

ditions scceptable to A.I,D. and the other lenders, for the carrying out
of the Natiopal Fertilizer Btudy;

] Adyice from the IDA and ADB that the pracurement of equipment,
materiel and services for Pari B of the Project is proceeding satisfactorily,

12.09 Conditions Precedent to Disbursement for any qther Eligible Item,
Unleps A,I.D, otheryise agrees ip writing, prior to the isguspce of eny letter
of commitment or qther commitment dacument, except that which shall be issued
for procurement of the first Eligible Item, FUBRI shell furnish A.I,D,:

8. Copies of ell procuremept documents, including invitations for bid,
potifications of gward, and the resulting coptracts, in such form gnd at Buch
time as A,I,D, shall specify.

12,10 Particular Covenants and Warranties Gancerning the Project, The
Government will covenant and agree that it shall:

A: Cause PUSRI to carry qut Part A of the project inm mccordence yith
the terms and conditions of the A,I,D, losp agreement, and cause PUSRI and
PERTAMINA to carry out their respective parts of the praject in accordapce
with the co-lending agreements and the Gas Purchase fsreement; and take all
reasonable action which shall be necessary tq epeble PUSRL apd PERTAMINA to
carry out their respective parts of the project ip conformity thereyith,

b: Moke available to PUSRT the proceeds of the A,I,D, loap apd the
Joint loans as may be required to carry out Part A of the praoject, together
with such Indonesian currency apd foreign exchange over epd sbove the progeeds
of the A,I,D, loan and the joint loans as mey be required to carry out Part A
of the project, (Paras, 6.07 to 6,11)

¢: Bxcept as A.T,D, and the other lenders shall gtherwise BEree,
ot take or concur in any action the effect of which would be to modify the
fipancial obligations of the parties wnder the PUBRI Financing Agreement.
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4. Lend to FERTAMINA in accordance with the terms and conditiong
of the Pertamina Subsidiary Loan Agreement puch praceeds of the s Hnt losnsg

85 way be required to carry out Part B of the project, together with guch

€: Except as the lenders other thap A,I1,D, shall otheryige Raree,
Rot take or concur in any action the effect of which would be to medify the
Fipancial obligatiopns of the parties under the Pertamina Bubsidiary Loan
Agreement,

from the date a contract is executed with consultents for the carrying out of
the study. Unon completion the Gavernment shall, as sgon as practiceble,
copsult with A,I,D, apd the other lenders regarding the findings and recom=
mendations arising from this study, and ghall teke such mction required to
implement such recommepdatians a5 shall be agreed upop by the Gavernment,
ArI:D:; and the other lepders, (Pﬂrﬁﬁr 2:17 and 7:11)

8: 5o lang as the Goyernment ghall awn or coptrol the majority of
the voting rights in the meetings of shareholders of PUSRI, and hefore
nominating or voting for the election of eny member of the Board of Mapage-=
ment (Direksi) nnd the Board of Directors (Devan Komiseris) of PUSRT, inform
A:I.D. and the other lenders of the names and quelifications of the persons
it proposes to nominate and/or for whose election it iptends tog vote, and if
80 requested by A,I,D, and the other lenders, exchenge vieys with said lenders
regarding such proposals, (Paras, 3:02 to 3,18, 5,11 to 5,1k, 7.09)

h. Reserve or cause FERTAMINA to reserve the ges resources required
for the supply of gas tq PUSRI purgpuant to the Gas Purchase Agreement,
(Para, h,10) '

L, Promptly as needed, take all measures yhich may be Necesgary Qr
desirable to assist PUSRI to build up and maiptain ep effective and ecopamic
marketing organization for its fertilizer products end to stimulete the sale
of such products at competitive prices ip accordance with sound commercial
practices, Such measures shall include g rice price gpupportl program or other
programs whica will encourage farmers to make optimum uge of nitrogenous
Tertilizer at such prices, and the provision to PUSRI'g distributors, in the
period preceding completion of the praject, of gupplies of imported nitrogenoug
fertilizer sufficiept to enable PUSRI to earry out its marketing expansion
program, (Paras, 2,16, 2,21, apd 7.07)

d: Oonsult with A,I,D, and the other lenders before underteling or
APProving the undertaking of any other nitrogenous fertilizer projest in ite
territories, (Para, g,p2)
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Farticulap Covenantg and Warrantieg Gaoncerning PUBRI,

PUBRI will covenant and REree that it ghall;

8,

b,

)

d,

€,

f,

B

‘ art A of the PFoject, or cause Part A to be earried
out, with due diligence apd efficiency, and in eonformity with
sound engineering, construction, financial, adminigtrative snd
management practiceg,

Submit through IDA all plang, Apecifications, contraets, schedules,
and engineering, eaongtruction op procurement, arrangements for

Fart A of the Project, and all modificationg thereof, to A,I,D,

and the other lenders for gaid lendepg! appraval prior to theip
execution or implementﬂtion; and carry out Part A in conformity
thereyith, (Para, 5,20)

Adequately maintain, repair apd Operate, in accordance with sound
commercial praetices, gll Eligible Items apa Any construction
or facility resulting from theip use,

Employ qualified and expeivienced eonsultants for the purpose of
assigting PUSRI! g menagement in (1) the carrying out of Part A (1)
of the project, (ii) the development of training programs for
PUSRI's persomnel tq operate the plant apd relateq facilities
tneluded in Part A of the project, (1ii) the packaging and market=
ing of PUSRI"g products and (iv) management Plenning, financial
eoptrol, accounting and executive gtaff training At least; during
the copstruction, start=up and ipitial operation of Part, A of the

prOJEGt; (Paras, 5;08; 5111; 5112; 7105 and 7'08)

Emplay qualified and experienced eontractorgs for the design, pro=
curement and construction of all works included in Part A of the
project and to arrange for training of PUSRI'g pPersonnel in
operating the plant apd related facilitieg included in Part A of
the project, (Para, 5,15)

Except ag A,T,D, and the other lenders ghall otheryige Bgree, duly
perform all itg obligationg updey the Pugri Finapcing Agreement,
and take na action, or concur in Bny actlon which would have the
effect of modifying the financial obligations of the partieg undep
the Pusri Financing Agreement,

Take all action within its paver to maintain its existence ag a
limited liability corporation under Indonesian lay and maintaip

itg right ta carry on itg operations, and to retain guch land,
interest in land and properties, and to acquire, meintain and

FEney guch licenges, povers, franchises end othep rights ae may

be nenegpary or ugefyl in the carrying out of Payt A of the projegt
or in the condust of itg business, (Peras, 3,10 to 3.12)
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Except 88 A,I,D, and the other lendsrs shall otherwise 8pree,
not mell, lease, transfer Or otherwise dispoge of Bhy of itg
property-or ageets, €%cept in the normal courge of business,

Except 85 A,I,D, and the -other lenders shall otherwisge agree, -
not acquire op establish any subsidiary, Fop the purposes of
this paragraph, the terp "subsidiary” ghall mean an entity of
which a majority of the Qutstanding voting stock shall be owned,
or whieh shall otherwige be effectively eontrolled, by PUSRI or
by one or more fubsidiaries of FUSRI or by PUBRI and one or more

Except ag A,I,D, and the other lenders shall otheryise sgree,
hot make expenditures, or commitments for expenditures, for fixed
or capltal assets (including lavestments in or losns to othep
husiness entities) until gueh date as on which PUSRI'g plant
1ncluded in the project shall have produced an aggregate of
300,000 metric tong of ures during the 12-month period preceding
that date, except;
(i) expenditures, op commitments for expenditures required
for the repair, maintenance op replacement of BBE6LE}
(i1) investment in short term marketable securities solely
for the purpoge of temporarily employing its idle fundg;
(i11) expendituregs, or commitments for expenditures, required
for carrying out Part A of the project;
(1v) other expenditures, or commitments fop expenditupeg,
haot exceeding in the 8geregate the equivalent of $500, 000
In any fiseal year, (Poras, 8,02 to 8,07)

Except ag A,I,D, and the other lenders shall otherwise egree, not
lnour any indehtedness (othep than thet siipulated in the Pugri
Financing Agreement) 1f, aftep the incurring of much indebtedness,
the indebtedness op PUSRI then incuprped and outstanding would he
greater than the equity of PUSRI, Fop Purpoges of this gectiong
(1) the term "indebtedness! shall mean nll indebtednepg
ineurred by PUSRI, ineluding indebtednegs agonmed or
guaranteed by PUSRI hut &xeluding short term debt
incurred in the ordinary courge of itg bitginess;
(11) indebtedness ghall be deemed to be "incurped” under a
¢ontract or loap agreement, on the dete it ig draym down,
pursuant to guch eontract or loan Agreement, and undey ,
& guaranty agreement, on the date the egreemen|; providing
for such guaranty ghall have been entered intog
(111) the term "equity” shall mean the aggregate of the
unimpaired peid in capitel of PUSRT and the unallonnteq
Burplus in reserves not set apart for any specifio
Purpose



.52 .

(1v) whenaver in connection with this section 1t shall pe
be necessary to value in terms of Indonesian currency
debt repayable in s foreign currency, such valuation
shall be made on the basis of the prevailing lawful rate
of exchange at which such foreign eurrency could bhe
obtalned by Pusri at the time of such valuation,
(Paras, 8,02 to 8,07)

1. Pxcept as A,I.D, and the other lenders shall otherwise agree,
make accounting arrangements to:

' (1) fully depreciate its present deprecisble fixed assets
relating to manufacturing operationg by the end of 1975,
and

(11) fully depreciate those deprecisble fixed assets to be
eonstructed under Part A of the project relating to many=
facturing operations over g 12~year period starting at
the close of the fiscal year during which such agsets
will have been placed into serviee, and

(111) fully depreciate other depreciable fixed assets ip
conformity with consistently maintained gound financial
principles, (Paras, 8,02 to 8,07)

M.  Except as A,I,D, and the other lenders shall otherwise agree;

. Beccumuleted pet ear.ings;
(11) not pay any dividend or make any other distribution
with respect to 1ts capital shares (other than dividends
or distributions payable solely ip such eapitnl ghareg)
Or purchase, redeem or otheryige Acquire directly or
Indireectly for any consideration, any of such capital
shareg if, after glving effect to such action, the quick
assets of PUSRI (as defined beloy) would be less than
the current liabilities of PUSRT (a6 defined beloy);
(111) not pay any dividend or make any other distribution witp
respect to its capital shares until such date as on whieh
FUSRI's plant included 1in the project shall have produced
En aggregate of 300,000 metric tons of urea during the
12~month period preceding such date,

For purpopaeg of this gection;
(ﬂg the term "quick assets” shall meap cash, securitieg

readily convertible into cash and trade receivyables
realizable within ope year;
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éxcept as A,I,D, 8nd the other lenders ghal)l otherwige agree,
hot take, or concur in, any action whichp would have the effect
of amending, abrogating, assigning or waiving the gag Purchase
Acreement or &hy provision thereof, (Para, 8.01)

12,12 The A I,D, loan, and thoge of the other lenders, are premised on
reasonable evidence that PUSRI hag the capacity to develop hecessary distribution
and marketing a&rrangements to handle the increased quantities of ureg Tertilizer

the IBRD, vhichis Just getting underway, Asg noted above, important loan
covenants degl with both the conduct of thig study and the implementation of
its recommendation,

12,13 Another key factor bearing on this problem is the attitude of the
Government, and the policieg and measures it takes to create the framework Tor
increased Tertilizer usage. Perhaps the most significant step taken to date

policy to stabilize the rice market and provide proper incentive fop greater
rice production ang usage of fertiliger, (See Annex 21,)

12,14 A5 g precondition of the project the lenders requested and will
recelve from the Government, official letters setting forth the Goverument'g
existing ang {uture policieg with respect to agriculture ang the distribution
end marketing of fertilizep, These statements yere the subject or discussiong
among the scyveral lenders ang borrowersg at the time or the IDA/ADB negotiationg
and have been agreed to in principle by all concerned, They will be directly
referenced in the £, [,D, loan agreement, and, as such, will constitute the
Governmental policy framework sustaining thig project, Draft coples of the

two letters arc Included in thig Paper as Annexes 21 ang oo &nd are describeq
in Paragraph 11,01,
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12,15 The A.I.D. loan agreement will also contain the following terminal
dates for actions required under the loan:

(a) Fulfillment of conditions precedent t» disbursement for the first
Eligible Item - four months from the execution of the loan agreement.

(b) Receipt of requests for letters of commitment or other commitment
documents = 42 monthg from the execution of the loan agreement.,

(c) Receipt of documentation for disbursementg - 48 months from the
execution of the loan agreement,



XIII. Loan IMPLEMENTATIQ!

A, Procurement Procedures

13.01 Sections 5D and 5g of thig Paper descripe the genera) Plan

negotiations, and hgs been formalizeq in a "Memorandum Of Agreement
Responding Project Execution, Procurement and Use of Loan Fundg"
attacheq gg Annex 20, It ig €éxpected that this Memorandqum will be

13.02 The Procurement plan reconciles, to the extent Possible, four
key considerations: ’

i. Amount and source of the separate loans;

ii, Amount gng Source of the tied Drocurement

iii, Most economic agnqg effective use of the

and provideg reasonable aSsurance that the financing being Provided

by the respective lenders will be ip their own interests, in campliance
With thejr assistance procedures, and result in an €conomic under-
taking for PUSRT. It &ssures the Uniteqd States of & major identifiable
Ségment of the bProject (the genera) Construction contract), compliance
With the standarq AID Procurement requirements, and a favoraple impact
on our balance of Payments. (see Section X p).
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Covenants, and inspections. but will channel other loan implementation
matters, such as procurement coordination, through the IDA/ADB,
Necessary AID approvals of Procurement documents and avards will bpe
made in thig manner,

B. Construction and Disbursement Timetables

13.05 As indicated ip paragraph 5,21, Project construction is
estimated to be completed 30 monthg after the general construction
contract ig awarded. The Project schedule, bresented in Annex
Projects that this contract will be awarded ip Januany 1971 and con-
struction will be completed in June 1973. Under FDA pProcedures, a

experienced in modern ammonia/urea plan technology to act as Technical
Advisor to PUSRI. fThe selection Procedure should be completed and
this contract awvarded by July 1970. With this timing, the Anne
Schedule would be delayed by about three months , pushing project
completion to October 1973,

the construction. Assuming that the balance of the AID loan is evenly
drawn down over the project life but there is some bunching of with-
holding Payments at the end of construction, the following disbursement
schedule is estimated.

Calender Year Drawdown in Milliqgg
1970 $ -
1971 $8
1972 $6
1973 $ 6

g



INDONRSIA - PUSRY FERTILIZRR PROJRCT

Rice Production

Definition of Terms
M

Dry Stalk Paddy (or Padi)

The harvested rice plant with graing of vice still attached to
the stalk, the whola having been air dried bup not threshed,

Paddy (or Padi, gabah, rough, raw, unhulled)

Rarvested rice grains which have been separated from the stalk
by threshing but bafora any other treatment,

Brown (or Cargo)
Paddy with tha hulle removad,
Milled (or cleancd, white, bera)
Brown rice thch has been put through a milling process,

Yicld from Paddy

This varies in different countries and in difteront'rcgtona of
the same country. It also varles with the cars uged in threshing and
mllling,

In Indonesia the following yields are typical and will pa used
in this report:

100 tons of dry stalk Psddy = 8p tons of Paddy

62 Browm
32" " Nilled
100 tons of Paddy 77 " " Brown

63 " " NMilled



ANNEX 2

INDONESIA - PUSRI FERTILYIZER PROJRCT

The BIMAS and INMAS Programa

In 1963 the Government of Indonesia began the BIMAS 1/ Progranm
under which selectad blocks of farmers were offered a package of inputs on
the basis of a group credit against collective collateral security, These
block credits were tied to the use of subsidized inputs of fertilizers, in=--
secticides and sprayers and included also a cost of living allowance for
the participating farmers. A variant of this scheme (BIMAS BARU) algo in-
c¢luded seeds of the high~yielding PB variety, and to reflect the higher fer-
tilizer respense potential of these rice varietiea, the fertilizer applica-
tions prescribed under this scheme were adjuated accordingly. It was further
envisaged that after the Provision of BIMAS-type credits for one or two gea-
sona, the farmor would be able and willing to take advantage of a follow-up
program (INMAS) under which the same type of package would be available, but
without block credit and without the intensive extension advice supposedly
attached to the provision of tha BIMAS package, After a successful, small
beginning in 1963 the area covered by BIMAS schemes increased rapidly from
172,000 ha in the wet season of 1965/66 to 489,000 ha in 1967/68. In addi-
tion, the INMAS Program is said to have covered an additional 568,000 ha in
1967/68.

Intent upon a still larger coverage of the wet rice area by BIMAS~
type programs and increasingly aware of goma of the logistical inefficlencies
of the ongoing programs, the Government of Indonesia embarked in 1968/69 upon
an altemmative form of implementing maas puidance programs (BIMAS GOTONG RC=-
JONG) . Under a contract with the Governmant, first one and in the next aea=
son several foreign companies undertook to supply, distribute and finance
BIMAS-type inputs. In close parallel to the BIMAS program the foreign com-
panies cach provide a designated block of farmers with fertilizer, insecti-
clde, spraying services, cost of 1iving allowances and extension advice,
Farmers within these program areas receive the generally prescribed inputa

went is provided for by the delivery of one-sixth of the Yespective paddy
crop to the Government rice procurcment agency (BULOG). In the coming crop
year the farmer will have to pay for the input package received either in
cash or in rice converted at a price equivalent to Rp. 26 per kg. of wilied
rice. Recent experience has led to a reshaping of the program for food
self-sufficiency as described in more detail in the Bank's Economic Report.

1/ Abbreviation for "Bimbingan Massal Swa Sembada Bahan Makanan"
licerally means "guidance for self-gufficiency in foodstuffe",
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Surmary .of: Earninzs from Inzeption to . ‘June

30,°1969 - ‘(unaudited)

{(Bp million)

“Inception

~to :
iDeci31/65
IProduction ((tons) 2075391
V¥0lume cof ssales ( (tons) c202,013
SSiles 11171
Cost of siles $65297
(Oross rprofit i 587Y
Salling cexpenses —_—
(Operating rprofit — 3 587)
(Qther iincome :and cexpenses .33
IPre<tax cearnings 45907
iProvision ffor iincome thax — -
INet cearriings L4 7907
(Cax rency devaluition ((h5902)
Bontritaition ito IIndonesian [Devdlopmerit MAmid “:_:!‘.)
IRatained cearriings Iy
IDgpreciation -and camortization:
1,345
Ibass ceurrency ddevalustiion 1355
e
@perating cearringy/Nat ss4les 4 i3 6%
Hiet coarniings/Net ssales <% 00%

NIQTE: IPrepared iby fPedt,, Marsiiai

Xear ended Decembder 3]

1985 1987 1988
23,015 93,337 -95:508
89,881 88,822 82 07

1166 ‘839 21,7k0
83 335} 11,101
83 2296 639

&3 296 639

% 1171 (€66)
£89 107 o1
&89 1407 229

89 107 229
155 1180 1408
X6 7 3I0L
3] 255 512

& z5  sw

25007 35:3% 3679
BI6Y 23858 1328

Ui s
R

P S——

INY
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, ' Tgtal
Originel Ceat 13,243 2,305 13,548
Revqlyationg g;ﬁ%. 1,182 31,013
Lesa cyrrency devaluation €13,074) (2,303) (15,377
Adjuated original cost (A) 10,000 1,184 11,184
Neminal value of cumulative depregiation/
amortization 1,735 681 2,436 -
Adjustment for revaluations 1,674 333 2,008
Leda adjuatment for curzency devaluation {815) €430)  ¢1,345)
Adjusted dopreciation/amortization (B) 2,514 583 3,097
Net book valua as of June 30, 1969 (A)=(B) 17,486 . 600 8,086

Nete: Prepared by Peat, Marwigk



H16Y £~

Gntrent Asaets
~ta —
Accounts receivable:
Trade
Other
Inventorips
Finished preducts
Import Fertilizer

Materialg and spare parts
Prepaid expenses

Tetal currept agsets

Current Iiahilities
“Accounts payablg
Other ’

Total current liabilitipesg

Net worldng capital

Fixed Assets
' Property, plant and equipment
Lesg allowance for deprec1at19n

Net property, plant and equipment

Deferred Start-up Expenses
less provision for amortizatien

Net start-up expenses

Other Assets
Lasg pension fund etc.

Total capitallzatipn

Equi ty
" Contributed capital
Less currency devaluatiep

Net contributed capital

R A~ A

surplus arisen from Revaluatien of Assets
Ratained °a;n1pg

Total net worth

Quick ratip T
Current ratip

NOTE:™ Plxed "Assets Reduced from Rp 7,486 m&i
a8 of January 3771970, en acceunt ef assats Wi

TS Bapieete

320 262 312
g3l B ¥
i 4 o
_7@1 _655, 1@2
L9 1,2
l;hag 1;@@2 __j—i%*
268 288 2
. f 138
_% B 4
M W e
84552 3,123 237h3
9 é? 10,009 3,661
7,196 7,486 3,662
» 11 -
b I
600 =
488 399
Bes s
1,73 7,000
A T
L 7,008
2 10,88 =
9} 1 3 g 6
10,672 1,695 7,006

511
iR é?ﬂ‘ 38 12211&9 vaum

g g!i ;S;Lgt:;



ORGANIZATION CTHART OF P.N. PUPUK SRIWIDJAJA

INDONESIA
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P.T. PUPUK SRIWIDJAJA

Project Cost Tstiimates for the Fertilizer Flant Expansion
Indonssia rupiahs U.5. dollars
Fareign " Tozad Fareign local £ of tota)
‘exchange curTency Total exchanpe currency Total sxpenditures
(in millions) (in millioms)
Ixmported Equipment
Armonia plant 2,576 - 2,576 7-9 - 79
Trea Plant 21,956 - 1,956 6.0 - 6.0
Ttilitdes, including TO» remowal 2,347 - 2,347 72 - 72
Spare partal/ 77 - 77 2.2 - 2.2
619 -~ 619 1.9 - 1.9
Sub-total 8,215 - 8,215 25.2 - 25.2
Tonstruction Tost
Tiwil amrks 1,11 978 2,17 33 3.0 63
Plant installation 782 52 1,434 2.4 2.0 kb
Whar! extension 196 130D. 326 b .l 1.0
Lonstruction equi 261 1956 157 0.8 b 1.k
Fousing colony 33 261 294 03 0.8 DB
Sub-total 2,103 2,237 b, 630 Tl 6.8 L2
Serwives
Enginmeering 1,793 - 1,793 33 - 33
Frocurem=nt 33 - 3 1.2 - 12
Project managpement 77 - 717 22 - 2.2
Suib-total 2,50 - 2,501 8.9 - 8.9
Livense Rees £52 - 652 2.0 - 2.0
Total 1,18 2,217 16,398 33 5.8 303
Contingency 10% B Pie ) .288 1,630 ;11.3 D7 5.0
Becalation 27 1,67 293 1,760 L35 5 Sk
Pre-operating expenses~ IS 455 1 Lm 2.9 1.k 4.3
Total ’ 17,995 . 3,39 21,389 5.2 9.8 £5.0
Interest dnring congiruction ' - . 1,729 1,729 - 33 5.3
Mot aoricing capitdls 189 £19 1,108 135 1.9 3.
©@ranid Total 21818k T,ol2  2L,006 THT7 7.0 3.7

Iuclndes a two-year supply of imported parts.

Inclndes a provision for capitsl expenditures of 1.5 million for sales

Fromotion and market development prior to commercidl operation.

3/ Oowers ope-third of the total smount of (a) a one-year vy of catalyst
and chemicals, and bagging materials (b) a four-miath Stock of nrea =t cost and (o) Heo momths?
ramiwatles.

Ivtestrisl Projects  April 20, 1970
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1,

A price of Rp, 22,000 (867.50) per ton of urea FOB Palembang has
been assumed throughout the projectiona,

2 Bales Volume and Production Bufld-u

The following sales volume and Production build-up have basn ag~
sumed for the expansion project.

Period Produced A of rated Stored So0ld
1973 47,000 50X 20,000 27,000
(last quarter)
1974 308,000 81% 70,000 238,000
1975 335,000 93% 27,000 328,000
1976 376,000 99% 10,000 366,000
Onwards 380,000 100% - 380,000

Exiating operations are asaumed to produce and sell 95,000 tons per annum
until} 1974,

3. ;pyanCOrieavand Reca;vabqu

For existing operations, inventories and recaivables are agaumad
to atay constant on Decembher 31, 1969 lavel, A one-yaar supply of catalyat
and chemicale and bagging materiala, a four-month atock of urea at cost and
two months' raceivables are aspumed for the expanaion project,

by Production Coat Eatimatea for the

Existing Plant

Production cost of othar e.penseas of the existing plant for the
manufacture of 95,000 tons of urea P+«&: are broken down as follows;



Annual Unit
coat cost

(§7000)  (%7ton)

(a) Variable Coats

Natural gas 51 MSCP/ton & 20¢/MSCP 969 10,20
Catalyst and chemicals 126 1,33
Bagging coat (materials only) 437 4,60
1,532 16,13
(b) Fixed Costs
Mailntenance materials 650 6.84
Labor (including benefits) 1,041 10,96
Insurance 52 0.55
Supplies and Expanses 212 2.23
Depreciation 1,929 20,31
3,684 40,89
(c) Indirect expenses 702 7.39
(d) Total contas 6,118 64.41
(rupiah equivalent) (Rp. 1,994  (Rp. 20,994)
million)
5, Production Cost Fatimates for the Expansion Projact

a) Acguming no ammonia losces between the ammonia and urea
plant, the unit consumptiona per metric tom of prilled urea are taken as
followai

Armonia /1 Urea  Total

Gaseous carbon dioxide (tons) 0.76 0.76

Steam (1lbs) 3,000 3,000
Power (Kwh) 58 170 228 /2
Boller feed water (lbas) 2,300 4,300 6,600
Natural gas (SCF) 21,000 21,000 /3

{1 Ammonia consumption per ton of prilled urea is
asgumed at 0,58 tons,

/2  Excluding powar for cooling vater, peak demand
283 Kwh,

{3 Process only,
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b) Over-all £a43 consumption per ton of urea would be 31,000 scy
including additional requirements of 10,000 SCF for pover and steam gena-
vation and offsites. The average thermal value of the gas is assumed at
1,000 BTU per SCF. Gas prices are assunmed to gradually decline from 19.7¢
per 1,000 SCF in the firat full year of operation to 18, 8¢ per 1,000 SCF in
the fourteenth year of operation ag detailed in Annex 16.

€) On the above basis, annual total costs per ton of prilled

and bagged urea at capacity operation (380,000 tons P.8.) are estimated as
follows:

Annual Unit
cost cost

(§7000) ($7ton)

(a) variable coats

Natural gan 31 MSCF/ton /1 2,215 5.83
Catalyst and chemicals 505 1.33
Bagging cost (materialg only) 1,748 4.60

4,468 11.76

(b) Fixed coatg

Maintenance 4,5% on $60.7 million 2,732 7.19
Labor (including benefits)

800 men @ $1,000/man/year 800 2,10
Overhcad @ 150% of labor 1,200 3.16
Deprectation 10% on $70.3 million 7,030 18,50
Indirect expenses 1,900 5.00
Interest 12% on 50% of $61.5 mil~

lion loan 3,690 y.71

(c¢) Total costs 21,820 57,42
(rupiah equivalent) (Rp 7,113 (Rp 18,719)
million)

{1 Calculated at 18.8¢ per 1,000 scF tepresenting the l4-year
weighted average,
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10 years thereafter at an interest rate of 12, and a senior loan (Class A)
of Rp, 15,744 ($48.3 million), including capitalized interest during con-
struction of Rp. 1,729 million ($5.3 million), having a 4~1/2 year grace
period with maturity of 12 years thercafter at an intercst rate of 12%. Re=-
payment of the senfor loan would be in 24 equal semi-annual instalments com-
mencing on May 1, 1975 and ending on November 1, 1986, on the basis of con-
stant annuities of principal and interest. The firat interest payment would
be on May 1, 1974, Repayment of the subordinated loan would be in 20 equal
semi-annual rcpayments on a straight-line basig commencing May 1, 1977. No
intereat would accrue until May 1, 1974 and the first interest payment

would be due on November 1, 1975,

7. Incomo Taxes

The expansion project 1s asaumed to have a five-year tax holiday
and 45X income tax will be paid after that. The existing operation will pay
45% throughout operation.

8. Dividends

A 100Z payout is assumed after the accumulated deficit has been
covered. First dividends will be paid out in 1977.

Industrial Projects Department
April 20, 1970



Pinancial year ending December n,

Total production (tons)

£ of rated capacity

Increase in inventories (tons)
Sales volume (tons)

Jot Seles (at Bp 22/xilo)

Cest of production exclrvsive of intgrest
end depreciation

Depreciation

Imcresse in inventory

Oewt of sales

Srees Baratnys

Indestrial
fpril 20, 1970

P.T. PUPUK SRIVIDJAJA

PROJECTED INCGHE STATEVENTS FOR EXPANSION PROJECT
ZRp Mi1lion)

1973 1974 1975 1976 1977 1978 1979 19% 1981 1982 1983 1984 E !&
(3 months)
L7,000 308,000 355,000 376,000 38,000 380,000 380,000 380,000 380,000 380,000 380,000 380,000 380,000 360,000
508 81% 93% 99% 1008 1008 1006 1008 100% 1008 1008 1008 1008
20,000 70,000 27,000 10,000 - - - - - . - - - -
27,000 238,000 328,000 356,000 380,000 380,000 380,000 380,000 380,000 380,000 380,000 380,000 380,000 380,000
594 5,23 7,216 8,052 8,360 8,360 8,350 8.360 8,360 8,360 8,350 8,30 8,30 8,360
615 2,819 2,937 2,987 2,989 2,981 2,985 2,985 2,973 2,958 3,012 3,019 3,000 3,00,
L8 1,910 1,910 1,910 1,910 1,510 1,910 1,910 1,510 1,910 1,910 1,90 14 -
( L65) (1,074) ( 368) ( 130) - - - - - - - - - -
628 3,655 L, k79 L,767 4,899 L,8%1 4,895 L,895 L,88) L,868 L,922 L, A2 3,004
( 3 1,581 2,737 3,285 3,461 3,469 3,l85 3,l65 3.Lm7 3,L92 3,L8 3,n 3,928 5,35
155 619 619 619 619 619 619 619 619 619 619 619 (S0 a1y
( 189) 962 2,118 2,666 2,842 2,850 2,86 2,815 2,858 2,813 2,y 2,812 3,309 &, 737
ns 2,233 2,3 2,293 2,198 2,058 1,893 1,13 1,511 1,287 1,069 ak £ -] .
{ 5ai) .2n) ( 256) n [HA 792 3 L3 1,37 1,55  1,7% 1,99 ,M A58
Tax holiday. 356 29 510 606 ny 708 o 1,29 2,002
{ sou) .2n) ( 256) 3 6Ly L3% S2l 63 1 872 %2 10 LS 2.4m



Qest of production exclusive of
interest and depracistion

Bepreciation
Imcrease in inventaries
Cast of sales

Spuating earnings/Nst sales
Fro-dux earsingsShare capital
Pin-tax surnings/Share cepital

Towe a1 debt sarvice covered
o senisr debt servise covered

!
|

P.T.

PURAR SRIWIDJAJL

Projected Intome Stase=ents for Coarbined Operations
(2p miliica}

1570 n 2972 973 197k 1975 1976 1977 1978 1979 19% 1981 1982 1983 196, 1905 _jees
95,000 95,000 95,000 142,000 k03,000 LS0,000 71,000 L75,000 475,000 320,600 380,000 380,000 3%,000 330,000 30,000 360,008 380,000
- - - 20,000 70,000 27,000 10,000 - - - - - - - - - -
95,000 95,000 95,000 122,000 333,000 423,000 LS1,000 L75,000 475,000 380,000 380,000 3%,000 280,000 330,000 380,000 360,000 380,000
2,050 2,050 2,090 2,684 7,326 9,306 10,142 10,450 10,kS0 8,350 8,360 8,350 8,360 8,360 8,0 0,30 8,30
1,1% 1,136 1,136 1,751 3,955 L,om k123 L,125 k,117 2,985 2,935 2,973 2,958 3,012 3,009 3,000 3,90
629 629 629 1,107 2,539 2,539 1,910 1,510 1,910 1,510 1,910 1,910 1,910 ,910 1, 1A% -

- - - (_L65) (1,078) ( "338) ( "i30) - - - - - 2 2 - - -
1,75 1,765 1,765 2,393 S,k20 6,2L4 5,903 . 6,035 6,027 k895 L, 895 L, 803 4,068 b,922 LY AW 3,004
25 325 325 291 1,906 3,062 k,239 L1155 h,42) 3,465 3,65 3,k77 3,92 3,uL8 3,An 3,908 5,35
2y 2y 229 38y 88 as A ] aus aLs 619 619 619 619 619 a1y &9 &9

[ ] [ ] 9% { 9) 1,0 2,214 3,m, 3,567 3,575 2,816 2,86 2,858 2,8 2,y 2,012 3 ATR?
- - - ns 2,233 - 2,3 2,293 2,198 2,058 1,893 1,73 1,5m 1,287 1,069 [ Y L5 2
9% 9% % (ko®) 75 ( 180) 1,05 1,369 1,517 %3 L3 L,MT 1,5 1,70 1,9m LM AWNS
A3 b3 L3 k3 L3 h2 326 32 2 L29 S10 606 _nk 7 9 1L ron
s3 3 53 (1) (1,28) ( 2m@) T2 1,0l 805 524 623 T m %62 1,9 LI 2,0
h.SX h.5X k5% - 1h.ks 23.08 LN 4 .15 3h.2 3L.0% 3h.08 .28 LS B.7% ps ¥ § 48 =u.7%
oS h.5X b.Sx - - - 10.082 13.28 1k.5X 1.k 13.6¢ 1618 19.08 20.9% A NI .08
1.2 1.3g - - - 1228 15.2% 15.9% 10.6% 12.68 15.0K 7.6 19.5% n3 xnm 228
- - - 3a2 1.5 1.6 1.6 1.5 1h 1.3 1.3 1.3 13 1.2 1.2 b ¥ bR
- - - Ja 1.6 L7 1.8 18 L7 1.6 1.5 15 1S s s b ) 3



P.T. PUPUX SEIWIDJAJA

Protected Bala=ce Sheets for Coc=bined Orerations
e

y

Bp aillica)

1963 1970 1971 1972 1973 157h 1975 1976 1577 1578 1579 1982 1983 It
312 896 589 3 1,587 sT2 1,488 3,066 1,600 5,156 5,598 6,089 S, 94 2,140
1,186 1,186 1,186 1,136 1,285 2,058 2,388 2,527 2,579 2,57 2,579 2,579 2,579 2,519
1,35 1,394 1,394 1,350 1,929 3,388 3,827 3,982 3,95 3,99 3,99 3,95 3,95 3. %
2,852 3,476 1,56% 3,663 L,8a 6,019 7,703 $,581 11,173 1,729 12,1M 12,662 12,487 8,713
il 19 il il L9 ik 1y pin) L9 19 19 pIX) a9

- - - 103 651 e 1,252 1,35 1,68 1,5% 2,085 2,285 -
il L9 L9 252 &0 953 1,0 1,503 1,617 1,745 2,234 2,8 468 7]
3,327 3,h20 3,51 4,59 5,219 6,750 8,180 9,670 10,112  10,k26 w,.28 15,4009 9l 8, 5%
3,162 1,90 1,275 €15 17 17 17 17 17 I7 17 b4 b4

1,315 8,676 16,032 2,Lla 20,530 18,622 15,712 14,802 12,992 10,562 5,252 3, N2 1A% -
LATT  IL209  IT93 3,75 ZLIM 18,633 15,729 IL,A19 12,509 10,999 5,269 3,Xy p Y ) -7
382 pi.rl » |2 m nm 382 382 82 = - » » »

- S,911 12,679 19,8k 19,293 1Ak8y 17,237 15,883 ILlas  2,M19 7,07 A, 2,3 { ﬂv

8,127 8,588 8,58 8,968 8,588 8,988 8,988 8,588 8,98 8,988 8,988 8,588 8,98 8,98

53 2 165 ( 286) (1,50k) (1,706) ( s3b) - - - - - - -
8,186 9,100 9,153 8,702 7,48l 7,282 8,05, 8,968 8,583 8,988 5,58 8,98 8,988 8,988
IOl bl 15.2:1 IDlhedl 3.3:1 Llst h0:I L83 LB LTel AL 38l 3 Rl
- WAL 58:0,2 030 T3:27 T2:28 70:30 66:3L. 123 ] 62:38 SLil® bheSh MlS [ 5



Projected Cazh Flow Statemety far Cocttred Oserattans

B.T. FUPIE SRIWIDJATA

(Bp =iilicm)
Pameisl year exting Decwnber 31, 1970 1571 1972 1973 197Y 1975 1976 1977 1978 1979 1580 1981 1582 1983 p_ N %85 _jges
Swmrves of Porcdu:
Brnings beforw tames end interest & 9% 96 ( 93) 1,058 2,212 3,391 3,567 3,575 2,8L5 2,8L6 2,858 2 2,809 2 3,9 ™
625 629 829 1,107 2,539 2,535  1.910 12 Lsud 1,50 1910 1,'591:: 1,'§nm 1510 ,_;’?",.; L2 by
Total funde g d from onx 725 725 75 1,01, 3,547 L, 751 5,301 5,577 5,485 L, 756 4,756 L, 768 4,783 L, 729 - [ X2 4,737
Mare capttal 1,127 851 - - - - - - - - - - - - - - -
Class 3 lomn - L,3a3 - - - - - - - - - - - - - - -
Class A Iomn - 1,608 6,768 7,368 - - - - - - - - - - - - -
Petal Puorde Awailable 1,852 TLu8T 7,493 8,382 3,597 L1 5,301 S,L77 5,85 L,758 L, 756 L, 768 L,783 k729 [ -] b, 7L b, 137
| T ’
Tase in Cimed 1,275 7,61 7,35 6,88 - - - - - - - - - - - - -
Drreape in current sty gthar than cash - - - 63L 2,733 768 300 58 - - - - - - - - -
Bepaguertt of Claes A loan - - - - 103 651 732 822 g2l 1,038 1,166 1,m LL72 1,555 1,559 1,9 1,%9
Interest on Clees A Ioan - - - ki 1,889 1,858 1,777 1,487 1,585 Lin 1,343 1,198 1,037 asy “ v 2
Iupageent of Class B Ioxn - - - - - - 72 L0 Lx L3g Lo Lkx Lx Lo AB A »
Iatarset oz Clese B Ioan - - - - 3L 516 516 [ad L3 L2z i 3 250 faly ) - ma [
] L3y L3 L3 L3 L3 L2 325 i~ = Lag 510 [ ] koily 783 [ 1,250 2,052
Btvidemis - - - - - - - . 805 52l 623 T 872 962 1,099 1,527 2,.33
Total Pude et 1,258 7,10k 7,399 7,878 U, 612 3,835 3,723 3,943 L, 529 L, 31 I, btz 4,599 L, 775 U, 5,30 5,228 7,025
Gk tacvesse e decrease S8l =] 18 soh (1,015) 915 1,578 1,53 555 Ll2 fras )y 149 8 ( IT5) ( I1%) (L,08T) (2,280)
Shaly bulspew 896 989 1,083 1,587 512 1,488 3,066 L, 600 5, I 5,598 5,912 6,081 6,089 S,k 5535 [ WP | 2,148
G Bevnsus S Geswrmment.
p — Y - - - 5 2,733 2,37 2,293 2,158 2,058 1,893 1,73 I,5I1 1,287 1,069 [ Y L= 4 m
T Lz Ly L3 L3 uy L2 326 I35 = L29 510 606 T 758 [ .4 1,250 2,053
[ _—. - - - - - - - ms 8as >/ 623 7 872 w2 Ly LS ,u8s
Dxtaxtpal supeguents - - - - 3 65L 8al 1,252 1,35 L LS8 1,59 I,7.T 1,902 2,085 2,99 2,539 2,708
Potul Bovenne L iz 3 BE 237 25y 3A; 0 ZB8T L,919 Loh L2 L5 LT L S S TLas
Infustetell

Apeil 35, TR



ANNEX 14

P.T. PUPUK SRIWVIDJAJA

Sensitivity Analysis of Financial Projections

Assumptions common to all cases

l. 15-year operation is assumed for the new fertilizer plant,

2, Capital input includes the total project costs minus interest
during construction.

3. Capital output includes after-tax earnings and interest on
long~-term debt plus depreciation.

4. The residual value of the plant at the end of the fifteenth
year of operation io estimated at Rp. 10,771 million.

5. All the returns are worked out by computer and details of
calculation are not attached hereto.

Case A

l. Assumptions as detailed in Annex 13.

2, The cese yields an 1l1.4% return.

Case B

1. A selling price of $60 per ton is assumed. All the other
assunptions are the same as Case A.

2. The cese yiélds a 9.2% return.

Cass C

l. A selling price of $55 per ton is assumed. All the other
assumptions are the same as Case B.-

2. The case yields a 7.5% return.
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Case D

1. The case assumes on-time completion but technical difficulties
during the first six-month operation. Gas consumption is pro-
jected at 41 million BTU per ton instead of 31 milliom BTU.
Chemicals and catalysts are taken at full costs when operating
at capacity.

2. Total gas costs are assumed to be the same as in Case A except
for 1973.

3. Production and sales build-up is assumed as follows (in tons):

X of rated
Period Production capacity Stored Sold
1973 (Oct.~ Dec.) 46,000 50 13,000 33,000
1974 : 258,000 68 28,000 230,000
1975 296,000 78 35,000 261,000
1976 334,000 88 38,000 296,000
1977 357,000 94 6,000 351,000
1978 376,000 99 7,000 369,000
1979 380,000 100 - 380,000

4. The case yields a 10.0% return.
Case E

1. A one-year delay in construction is assumed. Delay would
likely be caused by non-receipts of equipment or by labor
disputes. The worst case would be a uniform delay in receipt
of all equipment. Additional capital costs resulting from
such delays are assumed to be financed through a loan on the
same terms and conditions as Case A and are estimated as fol-
lows (in $ million):

Increase in construction costs

Increase in services

Overheads (pre-operating
expenses and interest)

Gas charges capitalized

Additional interest

oMWV P
-
wwno O &

o

Total 11.
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2. From 1975 on, total gas costs are assumed to be the same as
in Case A.

3. Production and sales build-up is assumed as follows (in tons):

X of rated
Period Production capacity Stored Sold
1974 (Oct.-Dec.) 47,000 50 20,000 27,000
1975 308,000 81 70,000 238,000
1976 355,000 93 27,000 328,000
1977 376,000 99 10,000 366,000
1978 380,000 100 - 380,000

4. The case yields a 9.0% return.

Industrial Projects Department
April 20, 1970



ANNEX 14a

PUSRI va. TJIREBON

1. While, in the absence of sufficient proven gas reserves at Tjir-
ebon, the proposed cxpansion of PUSRI offers the only opportunity for Indo-
nesia to replace quickly the imports of urca by local production, the Asso~
clation and ADB have also considered as part of their evaluation of the
project, whether the Government's decision to procecd with PUSRI could be
Justified 1f sufficient gas rescrves were discovered at or near Tjirebon
before commitments had been made for PUSRI.

2, Since Indonesia will need, in the forcseccable future, two large
nitrogenous fertilizer plants, and since no other usable gas deposits are
knovm, a decision betwecn PUSRI and Tjirebon becomes a matter of the.se-
quence in which the two plants are to be built.

3. If Tjirebon were bullt first, gas pregsently flared in Sumatra

in connection with crude oil production could be conserved only 1f it could
be stored underground by re~pressuring abandoned deposits. Underground stor-
age 1s necessary becausc no other viable gas deposits are in sight and con-
tinuation of flaring would roduce reserves below the lcvel neccosary for
operations over the cconomic life of the plant and therefore leavo Indonesia
vith only one plant. It is by no means clear that underground storage is
technically feasible; engincering studics and exploration by drilling would
be requirad to eatabliched the feaoibility. Subatantial costs would be in~
curred for such studies, as would the additional expense involvaed in carry-
ing out such underground storage. In the most favorzble cagse, i.e. that
such underground storage is found tachnically feasible and that nothing more
than the cost of the presently proposed gas conservation project and 1its
operation would be involvad, the additional cost to the econony would come
te $4 to $5 per ton of urea, dcpending on the length of tima the conserva-
tion acheme would have to operate without earninga.l/ This would effective-
ly increase the cost of production at PUSRI by roughly 10Z. The more likely
case 1o one which would so raise costs at PUSRI as to make it uncompetitive
with'imported fortilizor at the world market prices expected in the mid-
1970's.

4. Tjirebon 1is located on the island of Java, where about two-thirds
of all fertilizor used in Indonocsia ig consumad, and would therafore have a
definite transport cost advaatage, While sufficient data are available to
quantify this the tranaport coat advantage which Tjirebon hes would probab- .
ly not offset tho minimum cost of gas steorage at PUSRI. There are no com~
pression and gtorage costs involved in Tjirebon, since the gas so far found

1/ Ia the absence of earnings, compound intorast and the cost of opera-
tion would have to be capitalized until PUSRI'g expandad plant goes
into operation and would have to ba reflected in tha gas price PUSRI
would have to pay.
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is high pressure non-assoclated gns not connacted with oil productioa. Ex-
ploration wells go far drilled are cappcd; production drilling would be taken
in hand as and vhen gas is nceded. To oum up: the transport coast advantage
which Tjircbon hcos over PUSRI appcars insufficient to justify the expensa

and the rick involved in the underground gas storago, that would be neces-
sary 1f Tjircbon were bullt first.

5, It 15 obvious that Tjircbon co a greos roots plant would require
a considercble cmount of Infrastructura investoant (woads, port, water sup-
ply, sitc prcparation, houvsing) which PUSRI docs not rcquire bacause it al-
roady cxiots. Purcscent offcita fecilitics of PUSRI can partly be used for
the expcnaion. PUSRI therofore hes a clear advantage in capital cost 1f one
agsumes that the coot of production fzeilities for the sama plant capacity
in both locations would be about the saome. Without rolisble estimates of
the coat of infrastructura investmcata nceded at Tjircbon ond of gas undor-
ground gtoraro at PUSRI the comparative cost advantage inhercnt in the ge-
quence -~ PUSRI first and Tjircbom, if gufficient goa is found, thercafter, .
cannot be quantified. Howevor, it i1s in any avent large enough to juatify
the Governzont's decision to procced now with the expeonaion of PUSRI.

6. Flanlly and roct lmportantly the foregoing is bacad on tha assunp=
tion that a pleat at Tjircbon could be procceded with immediczely. In fact,
even 1f adequate gas resarves were digcovared at Tiircbea to-orzow, coasid-
erable tir2 would be required for fcasibility study of a speecific project,
foxr appraisal by lcndera and complotion of financing arrcngamants. This
would require parhaps one-cnd-a-haif ycars. Morcover the Goverument's schad-
ule calls for completion of gas investigations in West Java, to determine

- whether adequate reservea cxist, only by the end of 1970, Thus 1f a deci-
slon were made to proccad with Tkircbon first, the benefites of the PUSRI
expansion - including forecipgn exchange savings of $15 million per year -
would be lost to the economy for the period of the delay.

Industrial Projects Department
April 20, 1970
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APPROXIMATE GAS FLOW CONDITIONS 1973

FROM HIGH PRESSURE

GAS WELLS ESTIMATED MAXIMUM
32,400 COINCIDECT DELIVERIES
MCF PER DAY
i || Rafinery 8 Others ..
TO MARKET
TOIGf‘; LIFT FROM WELLS
' 31,000 56,100 . .
? - =) Pusri Fortilizer 5, 350
TO MARKET [ New Customars 2,400
FROM CO{APRESSORS Total  “Toeo

25,100

FIELD SALES

| 23,800 48,900 6 L0%—§—-——-SE 6,100
o -l e} - 1

Compressor _ 48,900 6.100

?&pocit? i : COMPRESSOR

| [ FUEL 3,100
49,700 Mctd '
Tozgf\z%oL'FT at Oibs & 100°F Suction o 3,100
ss,100 10 790 Ibs. Discharge s200 |  s.100
GAS LIFT 25200 FROM LOW &
ASSOCIATED MEDIUM PRESSURE GAS WELLS
GASt 32,900 -0-
Y
T0 , FROM FROM
OIL WELLS OIL WELLS GAS WELLS

IBRD - 4723(R)

iI-81 Wyu9via



APPROXIMATE GAS FLOW IF CURTAILMENT OF NON-PROCESS USES
IS REQUIRED IN 1983

CURTAILABLE

FROM HIGH PRESSURE REFINERY 11,900
GAS WELLS NEW CUSTOMERS 9,800 ESTIMATED MAXIMUM
34,000 (12,300) TOTAL 21.700 COINCIDECT DELIVERIES
MCF PER DAY
{ i Refinery & Others 21 400
TO GAS LIFT JROOMA\?/EI.E.IS (12,300)* (41 ,800)*
~0- 34,000 63,500
? - >y Pusri Fertilizer 32,300
TO MARKET . Nzyw Customars 9,800
FROM COMPRESSORS Total 63,500
29,500 '
CURTAILABLE 21,700
MINIMUM REQUIREMENT  (41,800)*
gllELDq qSALES
11,000 11,000 | 40,500 Loé_:_ES 6,100
- a
Comproscor - 30,500 6,100
13,000 HP j COMPRESSOR 3,100
- Capacity - FUEL
49,700 Mctd . 40,500
TO GAS LIFT at Olbs & 100°F Suction 320
32,100 to 750 Ibs. Discharge 48,700 f 0,200 l
GAS LIFT 11,000 FROM LOW & :
ASSOCIATED MEDIUM PRESSURE GAS WELLS
GAS 21,100 17,600
f * REQUIREMENTS WITH
v CURTAILMENT IN EFFECT
TO FROM FROM
OIL WELLS OIL WELLS GAS \VELLS

IBRD - 4722(R)

=81 NYuOvVIa



APPROXIMATE GAS FLOW IN 1984 WITH NO STANVAC SUPPLY AND BOTH FERTILIZER PLANTS

OPERATING WITH CURTAILMENT OF NON-PROCESS USES

FROM HIGH PRESSURE CURTAILABLE
GAS WELLS REFINERY 11,900 ESTIMATED MAXIMUM
61,800 (18,500) PUSRI | 13,900 COINCIDECT DELIVERIES
NEW CUSTOMER 10,700 MCF PER DAY
{ | TOTAL 36,500 Rafinary & Others 21,400
TO MARKET
T_O ?;\_S LIFT FROM V/ELLS (15,800)* (42 ,800)*
' 52,300 79,300
i - === Pugri Fartilizer 47,200
TO MARKET 1o Gustomn 10,700
FROM COMPRESSORS Total 79,300
27,000
CURTAILABLE 36,500
MINIMUM REQUIREMENT (42,800)*
FIELD SALES
10,100 37,100 & LO%S.F;L—— 6,100
- A
Comprescor ... 37,100 6,100
c'35°°9 HP COMPRESSOR 3+1°°
pacity & i
49700 Mctd | FUEL
TO GAS LIFT at Olbs & 100°F Suction 37,100 SR
1 to 750 Ibs. Discharge f '
30,100 46,300 9,200 6,100
GAS LIFT 10,100 - FROM LOV/ 8
ASSOCIATED M EDIUN PRESSURE GAS WELLS
GAS 20,000 16,200
J i t * REQUIREMENTS WITH CURTAILMENT
TO FROM FROM IN EFFECT.
OIL WELLS OIL WELLS GAS WELLS

IBRD - 4724(R)

e-S1 Wvtovia
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Compressing
Stations

Lines & Other
Equipment

PUSRT FERTILIZZR PLANT EXPANSION - 660 TON AMMONIA CAPACITY
SCHEDULING OF CONSTRUCTION AND EXPENDITURES

GAS CONSERVATION, TRANSHISSION AND TREATING SYSTEM

T ]

HERENNE

Forelgn $503,00
Local $202,000

ilioiiy}SZLozoJfl? DIJ 7
11"‘1"‘HWUWJ$||1|||||| ]
[

-0-
Local $1,482,000

Foreign $42,000
Local 510,500

Transmission
System

—

warp T LanT

41 l Foreign $122,000

Local $ 27,000

Foreign $1,369,130
local -0-

Forelign $/81,220
Local $520,830

Forelgn $1,566,240
Local $ 517,080

Foreign
Local

205, 000
96, 000

Foreign $142,060
Local $ 64,830

B e o

Foreign $1,102,400
Local -0-

Foreign §1,272,000 ]
cal” §1,054, 4507

Fore gn $95 00
Loca) $30,00

T

Foreign $309,200
Local  §130,060
miig -

e FERATILIZER PLANT STAAT OPLRATION

-”llul”n.nhl‘l‘nnllDll.l'"llnﬂlll0'l'lllll-lnll..l'l.‘c"

’ MONTHS

DIAGRAM 15-5
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TABLY, 16-1

PROVEN RESERVES PERTAMINA

(In Billions of standard cubic feet above 441 pounds)

Reserve 12/31/67 v Reserve 1/1/69
. vander Valk Pertamina
Field Non-Asso. Asso, Non-Asso. . Asso.
Prabumulih West 18.205 5.792 - 9.978 1.059
Gunung Kemala 46.983 127.170 32.697 95.162
Tund jung Tiga - 18.329 : - . .056
Talang Djimar 3.429 49,370 3.340 43.311
Tand jung Miring - 7.275 - 1.328
Limau Niru 1.960 10.559 2.146 25.632
Limau (Middle & West) 31.568 41.460 23.502 43.509
Limau East "p" 54,593 14,833 57 ~% 4.986
Limau East 'Q" 23,262 97.541 60.418 59.882
Karangan 3.422 - .3.421 2.811
Benuang 9.044 - 9.042 -
Benekat East 23.216 - 23.212 -
Betung 21.948 - 24.476 -
Belimbing 1.794 - 2,312 11.038
Kuang 5.40) - 59.804 5.130
Subtotal 244,827 . 311,172
East Tandjung Tiga - 53.700
Pagerdewa - 17.000
Total 264,827 372.329 381.872 293.904
Total Associated
Plus Non-Assoclated 617.156 675,776

Transportation Projects
April 20, 1970



TABLE 16-2

CLASSIFICATION OF RESERVES

Proven (A) : Gas reserves where :

The gas i3 proven to be unassociated with an economical
oil column.

Gas production has been proved by either D.S.T. or prod.
testing.

The sand thickness is more than 1 m.

(1) The gas is readily available without further syb-
surface expenditure.

(i1) The gas is only available after minor expenditure.
(111) The gas 1is only available after major expenditure.
Proven (B) : Gao reserves where .

The gas is associated with a probably uneconomical oil
column, or where the presence of an oil column has not been
disproved.

Gas production has been proved by either D.S.T. or prod.
testing, :

The net sand .thickness: is more than 1 m.

(1) The gas is readily available without further sub-
surface expenditure.

(i1) The gas is only available after minor expenditure.
(i11) The gas is only available after major expenditure,

Probable (B)
to be discounted
50% : Gas reserves where :

The presence of gas has been proved by D.S.T. or prod.
testing, but where the net sand thickness is less than 1 m.

The presence of gas has been indicated by log ifiterpreta-
tion, and side wall sample evidunca.

¢9) Unassociated with an economical oil column.
(11) Associated with a proven but probably uneconomical

oil column, or where the presence of an oil cplumn
has not been disproved.



TABLE 16-2

age
Possible
to be discounted

15% ¢ Gas reserves where :

The presance of gas has been indicated by log and struec-
tural interpretation only.

(i) Unassociated with an economical oil column,
(11) Associated with & proven but probably uneconomical
o1l column, or where the presence of an oil column

has not been disproved.

Associated ond Non Asgoclatod Qag

Gag in found "assooiatod" with oil and in "non-asvociated" fields.
Associated gac 2s fros gas produced from a gas cap overlying an oil pooul
or is gas digsolved in and producad in solution with oi1l, As o1l hag
greator valuvo then 3as, agpaoclated roserves are wsually identified ag a
by-product of oil discovery and the racovery of ouch gss reserves is
governed mainly by the rate of oil production. Non ascociated gas is
fres gas not in contact with o1l or produced independently of oil in such
a4 way as ntt to affoct the ultimate erude oll recovery. Such gas reserves

can be moasured with acceptable accuracy., Through pressure differential
calculations, recoverability can also be egtimated,

Transportation Projects
Apil 20, 1970



SUMMARY OF COSTS AND CAPACITY

TABLE 16-3

GAS CONSERVATION AND TRANSMISSION PROJECT

000's U. S. Dollars

Ig&gl Foreign Local
Gas Conservation $ 9,500 $6,665 $2,835
Pipeline | 4,500 3,125 _1,375
$14,000 $9,790 $4,210

—
—

Line Size - 12" diameter

Pressure - Prabumulih 720 psig
- Pusri 575 psig

Working Capacity 34,000 Mcft/day
Compressor Capacity about 50,000 bet/day |

Transportation Projects
April 20, 1970




TABLE 16k

PERTAMINA GAS CONSERVATION PROJECT
S

GAS _COMPRESSING STATIONS

3,000 Horsepower Station 4,000 Horsepower Station
Lost - Thousand U.S.$ ost - Thousand U.S.
Total Foreign Local Total Foreign Local
Materials
Compressors 450 450 - 600 600 -
Spare parts 30 30 - 40 40
Scrubbers Coolers) 105 105 - 140 140
Valves etc,
Station Services 45 45 - 60 60 -
Auxiliaries 42 42 - 56 56 -
Buildings 45 - 45 60 - 60
Freight to Site 30 20 1o 40 25 15
747 692 55 996 921 75
Construction
Civil Works 312 - 312 416 - 416
Site Supervision 102 50 52 136 60 76
Testing and )

Commissioning) 12 12 - 14 14 -
Engineering . 63 63 - 84 84 -
Administration ) 30 - 30 40 - 40

and Overheads) —_ —

519 125 394 690 158 532
Contingencx
Compressors 5 5 - 6 6 -
Other Materials 7 7 - 9 9 -
Construction 26 — 26 35 - 35
38 A2 26 50 15 35
Total Each Station 1,304 829 475 1,736 1,094 642
Sunmary:
3-3,000 Horsepower Stations 3,912 2,487 1,425

1-4,000 Horsepower Station 1,736 1,094 642

Total Cost 13,000 Horsepower $5,648 §3,581 82,067

Transportation Projects
4pril 20, 1970



1.

JABLE 16-3

INDONESIA

PUSRI_GAE CONSERVATION AND TRANSMISSION PROJECT

Avaveptiona Undarlying the Finencial Projections

Gan Conservaticn

(a)

(b)

()

(d)

'(0)

(£)

It is ascumed that:

one comprossor will ba put into oporation in 1971; another
five in 1972 and enother savem in 1973 with a total of 13
coOZPTOaLoYa;

gcs transmicoion pipaline will not coma iuto servicae until
the 4th Querter of 1973;

PERTAMINA will teke a maximum of 6.16 B cft of gas from
the couprescion and consorvation system in 1973, bhut

will reduce its requitcmenﬁ to 4.96 B ¢f by 1977 4n

order to accommodate the increasing demand of the trans-
misoion pipeline systom from 1.70 B ¢f in 1973. rising

to 11.80 B cft in 1977 aend thercafter;

dopreciation is chargod on the basis of 20-year scrvice
lifa and ntraighﬁ-linn mathod;

the doprociation on conseorvation aspats accruad each year
16 casumad to be entirely used to repay the loan principal;
tho Govornmont loan covering compression and conaervation
will bo a loan of 23 years, including a grace pofiod of
three ycara, at 12X intercst per annum, to be repaid in
40 somi-ennual installmonts of équal principal payments)

vith the firat installment being dus on November 1, 1971;



2.

TABLE 16-5
Page 2
(g) the Operating costs before depreciation starting from

1974, the firot yocar im full operation, include labor
$69,000, field equipment $39,800, staticn oil $113,900,
other materials $130,000, ineurance $14,000 (about 0.52
o 1/2 of compressor's cost) and other expenses (right-
of-way, etc.) $5;000. Opaorating costs for yocrs before
1974 are reduced in proportion to gas compressed. Con-
sultant's costs of $250,000 were treated as additiomns to
the construction loan.

Gan Transmicnion

It is aggumed that:

(a) the gas taken frem the compression and conservation system
will increace from 1.70 B cf in 1973 to 11.8 B cf for 1977
and therecafter;

(b) depreciation 13 charged on the basis of 20-year scrvice
1ife and straight-line nathod;

(c) the depreciation accrucd cach year will ba entirely used
to repay the loan principal with the exception that the
depreciation to be accrucd on both conservation and trans-
misaion asgats in 1972 to 1974 will be held as working cap-
ital until the last threco years of the loan period when it
will be used to pay daobt service;

(d) the Government loan covering compression and conservation
will be a loan of 23 years, including a grace period of

three years, at 127 intorest pdr annum, to be repaid in



TABLE 16-5
Page 3

40 semi-annual installments of equal primcipal payzents,

with the first installment coming Cse on November 1, 1974;
(e) the Operating cdsts before depreciation strating from

1974, the first year in full operation, 1nc1udé approxi-

mately $8,000 for labor, $10,000 for fuel, materials,

repairs and supplies, and $5,000 for other expenscs.

Operating coste in prior years are reduced in propor-

tion to gas throughput.

Transportation Projects Department
April 20, 1970



DISTALLED CAPACITY
Sales to: Pertaxine
b 1128

(Befe)
{Beft)
Total %ales (Bcrt)
& STATEMENTS
Comgression Section
Opsrating Cants
Depreclat ian
Trasaission Section
Operating Coste
Depmectat ton

Total ating Costa (Includ
Opar ¢ Dq’:aehuu)

Interest Gost
Total Cost (= Revare from salse)
Of which Paid by: PRRTANIZ
’ rosar
Sait Price (» Unit Cost){guS/Ycrt)
E AYD APPLICIT INS OF FUWDS
Sarces of Punis
Depreciat fon
Interest
lom from Gorernamt
Interest during Conat.
Decreess in Varking Capital
Total Sources

JETLICATIONS OF FUNDS

Praject Construetions
Campression Section
Trensmission Section

Intersst Dering Coutm.;hn

Dobt Service: Repayment of Loans

Interest m Loms

Iacrenss in Working Capital
Total Arplications

Tremspartation Projects
i} 20, 1970

wn
0.3222
0.3222

0.3222

L?

18.0

n

25

760

5

[

760

23

8.7008
6.1600

6.1600

k1]
186

186
510

- 9,755

59

m,0.2

6,701
3,84

]
16.7500
6.1600
1.7000
7.8600

LLé

&

296
1,%0
3,519

Lsty

5,529

1,99
1,527
Wk

1,220

—6
5,529

o s
16,7600 16,7600
6.1600  5.5600
10.6000 11,2000
16,7600 16,7600

701 7071

Lg9 132

23 23

o34 7
1,486 1,486
1,813 .76
3,299 3,253
1,213 1,080
2,985 2,1
19.7 19.4

756 6
1,813 1,767
2,569 2,523
— —_

8 756
1,813 1,767

}81 -
2,569 2,52)

IinxEsn

GAS COTSEITATION AMD TRANSMISSION PROSEST

Estimted Incore Stateserts and fcurces and Arpli~ation of Punds

176

16.7500

5.1100
11.6500
16,7600

756
1,617

2,L33

Tears Erlirg Decerber 31, 1971 « 1993
(In Thousamis o Dollars)

1977 1978 197% 19 196 1942
16,7600 16.7600 16.7600 16,7600 16.7600 16,7600
L.9600 L.9500 L.9500 L.9600 L.960  L.9500
11.6000 11,8000 11,8000 11,8000 11,8000 11.8000
16,7600 16.7500 16,7600 16.7600 16.7600 16.7600

107 0 107 701 701 o7

L9 L99 899 L9y L9y L9y

2 2 2 23 23 23

BB B 2m o
1,886  1,L86 1,h88 1,L86 1,488 1,486
1,58 1,b5 1,008 1 2 222 1
3,02 2,91 2,861 2,800 2,709 2,68

909 882 856 829 802 T
2,163 2,09 2,05 1,9 1,907 1,80
18.3. 17.8 17.2 16.7 16.2 15.4

' [ ]

756 6 56 756 56 56
1,58  1,h95  Lkes L,k 7,223 1,132
2362 2,251 2,361 2,000 1,579 1,888

756 756 756 756 756 756
1,586 1,Lss 1,k05 1,31 1,22 1,132
L2 2,20 2,14 2,00 1,977 1,bb8

154

198)

198 1988

1987

1 % oum

$6.760C 16,7600 16,760C 16,7600 16,7500 16,7600 16,7600 16,7600 16.7600
L.9550 L.9600 L.S600 L.9600 L.9600 &.9600 L9600 L9600  h.pbaD

11,8000 11.8000 11,8000 11,8000 11.8000 11.8000 11,8000 11.8000 11,8000

16,7600 16,7600 16.7500 16,7600 16.7400 16,7600 16.7600 16,7600, 16,7600

701 707 707 701
L99 L9y L99 k59
2 2 2 2
E-TRN T A 7 B 5 |
1,486  1,LBS 1,186 1,u86
1,02 1 80 170
2,528 2,k3r 2,348 2,256
T8 ™ [ ]
1,70 1,16 1,62 1,588
5.0 WS W0 135
6 56 56 6
1,042 951 85 ™
1,798 1,700 1,616 1,526
756 155 756 756
1,052 951 850 TI0
1L,7% 1,707 1,806 1,52

T 07 1 01 07
(1] ko9 Loy 1% -
i) E3) i) i)
oI A - YA s S 7 ] =
1,685 1,485 1,186 1,486 1,48
619 _s8% _Lg8 _uop ne
2,166 2,075 1,9 1,893 1,8
Gt 1Y 587 550 0
154 LU 1997 1,03 s
129 124 NS NI s
56 k-1 5 -1 sé
619 58 (1] (7] né
1,035 1,35 1258 1,183 1,012
56 58 56 56 e
619 589 8 w7 s
LWS L,U5 1,25, 1,16 1,012

o
16.7600
k9600
11.8000
16.7&0

ns

56
226

982

L]

16.74x

k.60
11.8000
16,760

g3

sl s

1£.7600
h.5500

16.7600
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A S S E T s
Pixed Aseats L9
Less: Depreciation =
et Pized Assets 9
- Comstrustion-in-Progress -
Totel Pized Assets L9
Ourrent Aesets
Cash -
Staes —
Total Qurreat Asssts -
Total Assets Th9
LIABSILITIZES
long-tarm Dedt
Gorerneest Loans 9

DIDOSESTA

QAS COKSERVATION AND TPA'SMISSION PROJECT

Years Endirg Decesher 31, 1971 - 1933

Estirated Balarce Sirets

(In Thasanis of Dollars)

1972 31973 197 1915 1916 1977 1578 1979 1980
7,858 15,108 15,108 15,108 15,106 15,108 15,108 15,108 15,108

185 __L&2 1,238 1,99k 2,750 3,506 L2622 5,018 5,77k
1,672 14,626 13,52 13,114 12,358 11,602 10,846 10,090 9,33
3,237
10,509

186 22 h30 L3 L30 L30 h30 W30 L30

=~ Ao 4O 40 Lo 40 B0 KO Lo

185 Le2 8&0 860 850 860 860 860 860
N,095 15,108 14,352 13,974 13,218 12,62 11,706 10,550 10,194
11,095 15,108 14,352 13,57h 13,218 12,L62 11,706 10,950 10,15

V ™ difference results from rounded depreciation
74 Te bs wod for t» last 108 repaymert in 1954

Tremsportation Progects
Apr1l 20, 1970

o

o
&
@

9,138

15,108

7,286
7,822
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| 8k &

&
2
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| %

1983

15,108

8,042

o
3
o

7,926

7,170

185 1988 1987 1988

15,108 15,108 15,108
9,55u 10,310 11,066

5,55 L,798
S S
o ko
8% 80

6,11k 5,658

6,1k 5,658

b, 2

|5 s g

L, 902

b8

J,3%0

15,108
0y

BT
|3 ek g

[&|
|31

15,108

3

1,008

1,122

(P04

Igl.ara

131

(5,8



ANNEX 16-8

AMORTIZATION OF DRILLING COSTS AND EFFZCT ON DELIVERED GAS PRICES

Assume:
(i) wWenl drilling cost is $160,000

(i1)  No. of wells as in schedule provided by PERTAMINA

(iii) 11.8 Bser taken by PUSRI
(iv) Amortization 122, 10 years, 10 to 15 years at 12% over remaining contract,

‘ 15-20 years at 12% over 10 Years due to renegotiation and extension in the 15th year.

Add to Base
Annual Cost .Gas Price Rase Price Total Est, Price
Year Wells drilled Cum No. (3'000) (¢ MCF) (¢ McF) (¢ McF)
1973 - - - - 25.1 25.1
197h - - - - 19 L] 7 190 7
1975 - - - - 19 . b 19 oh
1276 - - - - 18.9 18.9
1977 1 1 28 .2h 18.3 18.5
1978 1l 2 56 47 17.8 18.3
1979 1 3 140 1.18 17.2 18.4
1980 2 S 196 1.66 16.7 18.4
1981 2 7 22k 1.89 16.2 18.1
1982 1 8 252 2.13 15.6 17.7
- 1983 1l 9 L76 L.03 15.1 19.1
198) 8 17 566 L4.79 4.5 19.3
. 1985 3 20 566 L.79 14.0 18.8
1986 - 20 636 5.38 13.5 18.9
1987 2 22 692 5.86_ 12.9 18.8
1988 - 2 2l 748 6.33 12.} 18.7
1989 2 26 8ol 6.80 11.8 18.6
1990 2 28 860 7.28 1.3 18.6
1991 2 30 916 7.75 10.8 18.6
1992 2 32 972 7.68 9.1 16.8
1993 - - 972 7.68 709 1506
1994 - - 972 7.68 h.5 12.2
dpril 20, 1970

Transportation Projects
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STATUTORY CHECKLIST

ANNEX 17

I.__ oounTRY PERFORAMICE

A. Procress Tesards Country Coals

1. FA4 85201(b)(5), 201(b)(7),

201(bJ(8) 233, Discuss the extent

to waicl: the country is:

(a) Making approprigta
efforts to ineregse food
production and improve
mears jor food storage and
distribution.

(b) Creatirg a favoradie
elimate for foraign and
domestic private enterprise
and tnvestment,

(¢) Increcsing the people’s
role in the dzvzlogmental
process,

(d) Allocating expernditures
to devzlorment pgthop thar. to
unnecassary militapy Durposes
or intervention in othap free
countrizs ' affairs,

(a) Indonesia is giving priority attention to
Projects which aim at increasing food production,
particularly the production of rice, ard is
reviewing, with the assistance of ADB and several
donor countries, the problem of inadequate food
storage and distribution facilities.

(b) The GOI has enacted a comprehensive law with
built in incentives for encouraging roreign capit=:
investment, concluded an Investment Guaranty
Agreement with the U. 5., enacted rnew banking
legislation which will permit Tforeign banks to or=.
branches in~Indonesia, end substantially completel
negotiations for the returning nationalizeg Dro-
perties to private ownership.

(e} A post-Sukarno policy structure has not fulls-
emerged in Indonesia, because the long veriod of
economic instability has necessitated devotion of
primary energies.to economic development. Howzvasx
President Soeharto has demonstrated an ability tc
recognize and built upon a developing nationai
consensus. The press has exercised considerably
more freedom and has become e nealthy critic and

& purveyor of new ideas. Political party activit:-
is still relatively subdued, but national election
have been promised by the government to ve held i
1971. The Parliament and the Consultazive Assemb7:
are actively working to define their role in the
governmental process.

(d) A major portion of budget allocations will b=
available for development as ‘a result or sizeabla
reductions in military expenditures vwhich follow
terminetion of the confrontation policy with

Malaysie. In CY 68 about 19% of the GOI budget
expenditures weat into developing activities.
During the Fiscal pericd January 1969 to March
1970 developmeat expenditures increased to shout
29% of the total budget and this perceatage is
maintained in the new tudget prevared for the
Fiscal Year 1970 to March 1971 despite the higher
curreat expenditure level of said budget due to
the costs of the prospective election and civil
service salary increars.



le) Willing to contribute
funds. to the projact or
progrem.

(f) Haking econamic,
soctal, and political
reforms such as tax
collection improvements
and charges in land tenure
arrangement; and making
progress toward razspect
for tne rule of law,
freedan of expression

and of the press, and
recognizing the importance
of individual freedem,
initiative, and private
esntzrprise,

(g) Responding to the
vital econcnie, political,
and soctal concerrs of ite
people, ard demonstraiing
a clear determiration to
“take effective celf-help
‘measurzs.

Relations with the Unitad States

1. FAA 8620(c). Is the govern-
ment indzbtad to any U.S. eiliizen
for goods or serviczs jurrnished
or ordzrzd wherz: (a) such
citizen has extausted ciailadle
legal remedies, including )
arditration, or (b) the dedbt is
not denied or contestad by the

govarrment, or {c) thz indedted-
ness arises widzr such govern-

ment's, or a predscazssor’s
unconditional guarantee?

)

(e) The cooperating Government will covenant
to make available to Pugri such local currency
and foreign exchange as may be required over

and above the proceeds of the A.I.D. loan and
the loans of the other lenders for the execution
of Part A of the Project.

(f) and (g) Indonesia has made significant
gains in freedom of speech and of the press under
the Soeharto Government. Major economic reforms
have been instituted with IMF/IBRD assistance.
Run awey inflation has been curbed and the
country has moved substantially toward stabilized
prices and exchange rates. Contributing measures
include improved tax collections, a state of tax
reforms, more realistic interest rates, restraint
in monetary expansion, a balanced budget policy,
and restraint in expansion of credit. '

620(c) We are not aware of any cases that make

Indonesia ineligible under this section.
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2.. FlA §620(d), If the loan is 620(d). The enterprise to be assisted by this.
tntended for corstruction or loan will not compete with U.S. enterprises
operation of ary produciive enter- nor will any of its annual -production be
prise that will caspete with U.S., exported to the United States.

enlerprice, has the cowntry agreed
that it will estoblish appropriate
procedures to prevent export to
the U.S. of more than 20% of its
enterprise's annual production
during the life of the loan?

3. FAA §620(e)(1). Has the
courntry’s governmznt, or ary
agency or subdivision’ therecf,
(a) rnationalized or expropriatad
property owned by U,S. citizens
or by ary businass entity rot less
than 5075 bensficially owned by
U.5. eitizens, (b) taken steps to
repudiate or nullif

)

/

620(e) (1) Steps are being taken to return property
to original U. S. owners or negotiate mutually
acceptable settlements on nationalized property.
A government committee has been esiablished and
is operating to handle this problem. We are
awvare of.no cases that would make Indonesia
ineligible under this section at this time.

wres

JYy existing
concracts or agraenents with such
citizens or entity, or (c) irposas
or erforccd discriminatory tares

or otnzr exactions, or restrictive
mairierance or operation conditions?
i so, and more than siz months has
elapsed sinee such -occurrence,
tdentify the document indicating
that the goverrnent, or aprepriate
ajency or subdivision thereof, has
taken appropriate stevs to discharge
its obligations urder international
law tovord such citizen ov entity?
If less than siz months has elapsed,
what steps if aw has it taken to
dischcrge its obligations?

4. FA4 §320(j). Hes the country
permittied, or failed to tcke
adequatz measures io prevent, the
dorage or destruction by mod action
of U.S. property, and failed to
take appropriate measures to pre-
vent a recurrerce and to provide
adequate ccipensation for such
darage or destruction?

620(j) The country has not so permitted nor has it
failed to take adequate measures.

S. FA4 §520(1). Has the govern-

mart irsiitutzd an in astmggt 620 (1) Yes.
guararty orogrem widap

FAA 8221(0) (1) for the spacific.

risks of incorvertidility and

e¢xpropriation or confiscation?
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6. FAA r5620(0): Fisharzmen's 620(0) Fisherman's Protective Act of 1954, as amer:
Pz‘ot-;:ctwa Act of 195 es_cgrzrded,  Section 5. No.
Seciion §, Has tnz cowtry sez.nc{,
or wmposed aly penalty or sanction
agatnst, aty U,S, fishing vzssel om
accowit of tis fishing activities Ln
1.ntcr attonal waters? If, as a
result of a setzure, the U.S.G, has
made retrbursement wider the pro-
visions of the Fisherman's Protective
Act and such amownt has not been paid
in full by the setzing comiry,
tdentify the docwrentaiion which
describes how the withholdirg of
assistanez wnder the FAA has been or
will be acconplished,

7. FAA 8620(q). Has the country 620(q) No; repayment of the only FAA loan involved
been in default, during a period has been rescheduled.

in excess of stz months, in pay-

ment to tne U.S. on any FAA loan?

8. FAA $620(t). Have diplomatic 620(t) No.
relations betuzen the cowntry and

the U.S. been severed? If so,

have they been renewed?

9. App. §106. Describe any 106 None
atte.pu made by the country to
ate distinetion because of
race or religion in granting
personal or camerctal access or
other rignts otherwise avatlable
to U.S. citizens generally.
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2.. FA\A §620(d), If the loan is 620(d). The enterprise to be assisted by this
tntendaed for corstruction or loan will not compete with U.S. enterprises
operation of any produciive enter- nor will any of its annual-production be
prise that will caspete vith U.S. exported to'the United States,

enlerprise, has the cowntry agreed
. that it will estoblish appropriate
procedures to pravent export to
the U.S. of more than 20% of its
enterprise’s annual production
durirg the life of the loan?

3. FAA §¢20(e)(1). Has the
cowntry’s governmant, or ary
agerey or subdivision theresf,
(a) nationalized or ezpropriated

620(e) (1) Steps are being taken to return property
to original U. S. owners or negotiate mutually
acceptable settlements on nationalized property.

property oumed by U.S. oitizens A government committee has been established and

or b;'~;v b’o}rﬂi" 'rl't “;“Z is operating to handle this problem. We are
Y Grd Dusiress envity rot lLess aware of.no cases thet would make Indonesia

tnin SQh.bcnaficzaZ;yvowned by ineligible under this section at this time.
U.5. citizens, (b) taken steps to

repudiate or nullify existing
contracts or agresments with such
ciitnons or entity, or (ec) imposes
or ¢nforczd discriminatory tares

or olner exactions, or restrictive
matrterance or operation conditions?
i so, and more than six months has
elopsed since such .occurrence,
tdentify ihe document indicating .
that the goverwneat, or aprepriate
ajency or subdivision therzof, has
taken appropriate steps to discharge
its obligations urder international
law tovard sueh eitizen or entity?
If less tnan six months has elapsed,
what steps ©f aiy has Tt taken to
discherge its obligations?

permitiad, or jfailed to take
adequatz measures o prevent, the
dwrage or destruction by mod action
of U.S. property, and failed to
take appropriate mzasures to pre-
vent a recurrence and to provide
adequate cciipersation for such
darage or destruction?

€. FAA v620(j). Has the country 620(J) The country has not so permitted nor has it:

failed to take adequete measures.

5. FA4 8520(l). Hos the govern-  gog (1)
ont irsiituted a1 invz L

merne wrslitutza an tnvastrent

guararty progrem widar

FAA 8221(0)(1) for the specific.

risxs of inconvertibility and

cxpropriation or confiscation?

Yes.
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'6, FaA $620(0): Fisherman's 620(0) ' Pisherman's ve b, as amen?
Protactivs Act of 195¢, as cmended gu’:uon 3. UWo. Frofective et of 1” o
ection S, Has the cow: ry uuco': :

or imposed any penalty or sanction

against, oy U.S. fishing vessel on

acoownt of tts fishing activities tn

tntemational waters? If, as a

-result of a seisure, the U.S.C, has

made raimdursemsnt wndsp the pro-

visions of the Fishermm's Proteotive

Aot and such amowunt has not been paid

1 full by the seixing oontry,

- tdantify the docursntation whioh

describes how the withholding of

assistance wider the FAA has been or

vill be acoomplished,

7. FAA 8620(q). Has the country 620(q) No; repayment of the only PAA loan involved
been in Zcfau%t, during a period " bas been rescheduled..

in excess: of siz months, in pay-

-ment to the U.S. on any FAA loan?

8. FAA 8620(t). Have diplomatio 620(t) No.
relations Detueen the cowrtry and '
the U.S. been severed? If so,

have they bean renesed?

8. ‘App, 8108, Desortbe any = 106 None '
attempt made by the country to -

oreate distinotion because of

race or religion in granting

personal or cormereial access op

other rights othervise avatlable
-+ to U.S, ottizens generally,



C.

the U. 1.

D.

Relations with Other Nationy and

1. P4 8620(%). Has the comtry 620(1) We have no information as to any such
been of ficially represented at representational activity.

any tinterratioral conference wien

that representation ineluded planning

activities trnvolyving inswwraction

or subverston directed against the

U.S. or countries receiving U.S.

assistance?

2, FA” 83620(a), 620(n); Avp. 620 (a) We have no information of any violation by
§§107(a), 107(b), 116. Hag the Indonesia.

country sold, furnished, or per-

mitted ships or aircraft under

its registry to carry to Cuba

cr Northn Viet-lian ttems of

econanie, military, or other

assistance?

3. FAA §620(u); 4pp. §11¢, What €20 (u) Indonesia is not delinquent with respect to

is the status of tne country's U.N. obligations. The loan agreement limits the
U.M. dves, assessments, or other use of loan proceeds to importation of goods and
obligatiors? Does the loan egree- services of U. S. source and origin.

ment bar any usz of furds to pay
U.N, csseasments, dues, or
arrearages?

[L1itary Sttuation

1. FA44 §620(i). Has the cowntry 620 (1) No. Indonesia hes settled its
enga:g_e—dmimz*epa;ﬁed for confrontation with Malaysia.
aggresstve military efforts

directed against the U.S. or

courtries recetving U.S.

assistance?
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2. FAA §620(5). What is (a) 620 (s) (sce separate classified attachment)
the porcentage of the cowntry's
budget devotad to military pur-
poses, and (b) the armount of

the cowmtry's foraign exchange
resourcss used to acquire

militaey equipment? Is the
country diveriing U.S. develop-
ment assistance or P.L. 480

sales to military erpenditures?
Is the cowitry diverting its

own resources to winecessary
military experditures? (Findings
on these questions are to be made
for each comtry at least once
cach fiscal year ard, in addition,
as often as may be required by a
rmaterial change in relevant
circuistances.)

3. Fa4 S§520(v); App. 8119, 620 (v) We are aware of no such purchases.
Has The couniry spent money for
scphisticated weapons systzms
purchased since the statutory
limitation becawie effective? If
so, identify either (a) the
documantation vhich describes

how the withholding of an equiva-
lent amount of A,I.D. assistance
has baer or will be acccrplished,
or (b) the Presidential determi-
nation that such purchase 18
tmportant to the national security
of the U.S. so that no withholding
15 neczssary.




IL.  CONBITION 0F Tilx LOAN
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Ao Gorerval Sourdneas

-~ Intercct and Rapayment
1, Fla ¢ 3_.'3’2_1](.7‘)_‘.”'2_"1‘1_(&) (2).

b
- ———— -
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201(d) No. Although Indonesia's debt burden is

Is tre rdis of intdrest excessive heavy, there has bzen very rapid growth in real
or wuweasonable for the borrawver? Covernment revenues and favorable economic per-

Are there reasonable prospects for

repaymenlt?  Wrat is the gracs

period inierest rate; thz following
¢ rate? Is tre rate

pericd intarest
of tnterest higher than the
country's applt
1nlerast? ‘

Firarcirg

1. FLA 5201(b)(1). To what extent
can finxicing on recsonable teyms
be obtaired fram othap free-wortd
Sowrces, ineluding private sources
witnin the U,S.?

Econcmie and Technical Soundnzss

1. FAA §6201(b)(2), 201(e). The
activity's economic and tecinieal
soundnass to wndertalke loan; does
the loan applicction, togethep
With irformation and asswrances,
indicate that furds will be used
in an econamically and technicall
sourd marner?

2. Fa1 £511(a)(1). Hape
ergingsning, j?EEkciaZ, and
otnzr plans nzeessary to
carry out assistance, and g
reasoncdly firm estimate of
tie cost of assistancs to
the U.S., been completsd?

3. F44 §511(b); 4ovn. S101.

If tne loan or grant is jor a
water or rzlatzd land-resourece
corsiruetion project or progrem,
do plans itrnelude @ cost-derefis
corputation? Does the project
or progran meet the relavant
U.S. construction standands

ard criteria used in deteraining
feasibilitn?

forinance. With the high current level of foreign
essistance, it is recognized that future debt
burden will be heavy. Further, annual reschedulin
may be necessary, but major multi-donor _ )
rescheduling is a near term prospect. The various

able legal rate of donors agree this would place Indonesia with a

debt burden for which the prospects of repayment
would appear reasonable. Country terms of a LO-
year loan, 10-year grace period, 2% interest

during the grace pericd, 3% thereafter, pertain.

201(b)(1) Loan assistance to Indonesia for this
Project will be provided on a multilateral basis

by A.I.D., the Government of Japan, the Inter-
national Development Association gnd the Asign

Development Bank. Inasmuch as the EX-IM Bank does
not currently make loans in excess of 1 year in
Indonesia, it expressed to A.I.D. no interest in

the project.

201(e) Yes. Funds will be used in.an economically
and technically sound manner.

Y

611(a){1) Full engineering, financial, end other plans
necessary to carry out the project have been mede
and a reasonably firm estimate of the cost of
assistance to the U. S. has been completed.

611 (b) This is not a water or related land-resource
construction project.



(. 204 8611(c), If this 4 a

 Capital Assistance Projact with

U.S. finarcing in ezcess of $1
million, kas the prircipal A.1.D,

officer in the t < 611(s] USATID Divestor Certificatioa has been
aszg th:n bomtf-:‘:: oapabw “::t{:“ received, a eopy of which. is appended as annex
effeciively to maintain and 18 of this Paper,

utilize the project?

Rzlation to Achievemant of Comiry

aid Reatonal ‘Goals

Country Goals

1. FAA £5207, 281(a). Desoribe

tiis loan’s ralation to: 207, 261(a]l This multinational project will
' require a high degree of participation by
a. Institutions nseded for governmental and private institutions in order
a denoractic society and to to improve Indonesia‘'s capacity to distribute
~ assure maximun participation snd market increased amounts of fertilizer and
on tha part of the peopls in the capaeity of the egricultural sector to absordb
the task of ecomanto ZUaZopnmt. such increased amouats.

b. Enablirg tke country ‘o This project will directly enable Indonesia to
meet its food neads, both from increase its rice productiom through the develop-
iis own resources and throuygh ment of its own natural gas resources and through
develogment, with U.S. halp, development vith U.S. help of a urea fertilizer
of tnfrastructurz to support plant.

increased cgricultural

productivity.

¢. Meeting increasing need In order to effectively operate the expanded

for tratned manpower, manufacturing facilities, Pusri has recognized

the need and agrees to implement personnel train-

ing programs and utilise the services of con-
sultants as may be sppropriate.

d. Developirng programs to
meet public health naeds.



e. Assisting other tmportant
econanic, political, and social
development activities, tnelud-
irg trdustrial devzlopmient;
grovth of free labop wuntons;
caaperativqs ard voluntary
agencies; wiprovemant of
trarnsporiation and ccmmunica-
tion systemt; capabilities

for planring and piblic
adnintstration; urben
dzvzlogment; and modernization
of eristirg laws,

2. Fid S201(b)(2). Deseribe the
activity's consistercy with and
relationship to other development
activitiss, and its contribution

to realizable lorg-rarge objectives.

3. FrA 3201(b}(9). How will the
cetivity to be financed contribute

to the achievemant of self-sustaining
greuth? '

4. FAA 8201(F). If this is a
project loan, describe how such
project will pramote the country's
cconarte develeopment, taking into
account the courtny's human and
matericl resource requirements
and the relationshiip dziween
ultimate objectivas of the
project and overcll econcriic
development,

5. FA4 §201(b)(3). In what uays
does the activity give reasonchle
promise of contribuiing to ‘
devzlozment of econanic rescurces,
or to incraase of producitve
capazities?

By its very nature as an industrial development
activity, this pr ject will further important
economic, political and social objectives of the
Indonesian Government and will require the im-
provement or transportation systems with respect
to the movement of fertilizer; require improved
public administrative and planning capabilities,
and certain modifications to the existing Indo-~
nesian Commercial Code.

201(b)(4) This loan is
context and furthers
achieve longer-range
through construction

given in a multilateral
Indonesia's ability to
development objectives

of productive facilities

201(b1(9) An important goal of the Indonesian
development effort is the achievement of self=-
sufficiency in rice production., This project will
make available increased amounts of fertilizer

for rice production and thus directly contribute
to this end,

201(f) This project will provide facilities
to increase domestic production of urea, mske
use of an important natural resource presently
going to waste, and increase the need for
skilled «¢id semi~skilled employment, sll of
which are objectives of Indonesian development.

201(h]1(3] A significant. part of this project is
the development of Indonesian natural gas reserves
Construction of expanded fertilizer manufacturing
facilities will permit a three-fold increase in
the production of urea.


http:econa1.ci

6. EUE2E1(b), Ko doss the
progrem widar which: assistaice {g
proq;acd reeogniae the particulap
neeas, dssires, qnd capacities of
tne cowrtry's beople; utilize the
cowntry's tntellectunl resourcas

o ercouraze institutional davalop-

mant; a@d.supgort ctvie education
and trainirg in skills required
for cfrective participation in
political processes,

7. FZA E601(a). How will
this loan encourage ths country's
efforis to: (a) inecrzzse the
flow of internatioral trade; (b)
foster private initiative and
conpetiiion; (c) encourage
devzlogment and use of coopera-
tives, credit unions, and savings
and loan assoctiations; (d)
discouragz monopolistic practices;
(e) improve tzchrical efficiency
of industry, agrieulture, and
corncrez; and (f) strengthen
free labor vnions?

8. FAA 8292(a). Irdicatzs the
amownt of money wndar the loan
which is: going directly to
vrivate enterprise; goirg to
iniemzdiats eredit institutions
or other bonprowers for use by
private ernterprise; being used
to finance tmports fram private
sources; or othzruise beirny used
to finarcz procurements freom
private sourcszs,

9. PFAA B611{a)(2). Vhat legisla-
o ! Q Q . ‘e . 9
tive acititor is requirsd within the

recipient coumiry? Ihat is the

- 10 =

281(p) This is a top priority project of the
Indonesian Government which provides for the
expansion of g presently Qperating fertilizer
capacity. It will create additional jobs and
significant institutional development with respect
to the nation's ability to absorb additional
quantities of fertilizer.

601(a) The project will not directly increase the
flow of International Trade; (b) Pusri is a private
corporation; (c) in order to expand the consumption
of fertilizer, the Government is making available
increased credit for farmers; (d) a condition of
this loan required the establishment of Pusri as

a private corporation; (e) by its nature this
project will improve the technical efficiency of
industry, agriculture and commerce; and (f) no
direct effect.

202(a) The total amount of the loan will be used to

finance procurement from private sources in the
U. S.

611(a)(2) No legislative action will be required
for implementation of this loan.

basis for a reasoncilz anticipation
that such action will be corpleted
in tinie to permit orderly acccrplish-
ment of pwrposes of loan?
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== Rezioral Coals

1. FAA 6619, If this loan is 619 Indonesia is not a-newly independent country.
asstsiing a nawly trdepardent

cowntry, to what extent do the

circumstances permit such

assistance to be furnished

through multilateral organizations

or plans?

2, 'FAA 8209, If this loan is 209, The loan is not directed at a regional problem
directed at a problem or an All aid assistance to Indonesia is presently being ‘
opportunity that is rzgional in  furnished in the context of the Inter Governmental
nature, how dozs assistance w:der Group for Indonesia, coordinated by the IBRD.

this loarn encourage ‘a regtonal

development program? What multi-

lateral assistance is presently

being furnished to the country?

C. Relation to U.,S. Ecoromny

-- Employment, Balance of Payments,
Private Entzrprise

1, FAA §5201(b)(6); 102, Fifth, '

Wnat arve the possible effects of 20:!-(1’)(6)- All goods and seryvices fingnced under
this loan on U.S. econony, with tr.us loan will be procured from the U.S. In addi-
spacial referance to areas of sub- zlon, a portiond the goods and services financed
stantial labop Su:ﬁplus? Describe y the IDA will also be procured from the U,S.

the cxtent to which asstistance

is constituted of U.S. commodities

and servicezs, furnisked in a maaner

conststant with inproving the

U.S. balancz of payments position.

2. FAA 83612(b), 636(h). Wnat 612(b), 636(h) Local currency provided by the

) H "
§leps nave Dezn taken to assure . GOI will be used to meet local currency needs
that, to the maxirmen extent possible, of the project. .

foretgn curpzreies owned by the
U.S. and local currencies contri-
buted by the cowntry arve utilized
to meet the cost of contractual
and other services, and that U.S.
foreign-ownad currengies are
utilized in lieu of dollars?




3. FM §601(d); Aop. 8115, If
this loan ts for a capital pro-
Ject, to what extent has t@e
Agercy ercouraged utilization of
enginzaring and professional
sarvices of U.S. fims and their
affiliates? If the loan ts to be
used to finance direct costs for
construciion, will any of the
contractors bz persons other than
qualifizd rationals of the country
or qualified citizens of t@e Us.?
If so, has the required waiver
beer obtatnad?

4, FAA 8608(a). Provide infor-
mation on ricasures to be taken to
uttlize U.S. Govzrrnent excess
persoral property in lieu of the
procuranent of reu items.

5. FAA B602, What efforts have
been madz to assist U.S. small
busiress to participate equitably
in the furnishirg of camodities
arnd services financed by thais
loan?

€. FA4 8621, If the loan pro-
25 tecnnical essistance, how
2

private entzrprise on a con-

Sy U
[¥)]
'
EY
~4
A.
o
o
[aW
3

s If tre
Faciliiies c¢f otrier Faderal
agenctes will bz utilized, in
what wecys are trney pariicularly
suitable; ave thzy cempetitive
wiih privates enterprise (if so,
explain); and how con they be
made avatlable vithout urdue
interference with domestic
prograns?

e w vl

7. .FAA §611(c). If this loan
tnvolvas a coriract for con-
struetion that obligates in
excess of $100,000, will it be
on a ccrpetitive basis? If not,
arzviiizre factors wiich make it
impraziipihle? :

-12-

601(d]., The capabilities of U.S. firms will be
evaluated in the selection of engineering and other
professional services. The general construction .
contract has been pre-allocated for A.I.D. financing
and will be awarded in accordance with standard
Agency source origin requirements.

608(a] The use of U.S, Government excess property
is not considered.compatible with the requirements
of this project.

602 Applicable regulations will be complied with.

621. -Certain technical assistunce will be pro-
vided under this project. 'The services of
appropriate firms will be obtained through stand-
ard IDA selection procedures. The services of
Federal Agencies will not be utilized.

611(c). Yes. The construction will be awarded on
a competitive basis, and equipment suppliers will
be afforded an opportunity to indicate their
interest in selling equipment. '
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Procincmeont
\

1. FAA .‘3602(6). Will CO”?’IOd‘l:ty 602(&) YgS, with, respect to ‘the commodities
procurcment be restricted to y.s. financed under the A,I.D, loan,

except gs otnerwise determined by
the President?

2. FaA £604(b). will ary part = 604(b) No.
of this loan bz used for bulk

camodity procurement qt adjusted

prices higher than the market

price prevailing in the U.S. at

time of purchdsz?

3. Fa4 8604(2), WilL any part 60k(e) No.

.of tnis loan be used for procure-

ment of any egriculturqgl ecmmodi ty
or preauct therecf outside the
U.S. when the danestic price of
such commodity is less than parity?

Other Requirements

1. 'FAA 8201(b). Is the commtry  201(b) Yes.

among the 20 countries in which
evelopment loan funds may be used

7. .

to make loans in this fiscal yeapr?

2. App. §112. Does the loan 112 Yes.
agrecnent provide, with respect

to capital projects, for U.S,

approval of contract terms and

firms?

3. Fat_8620(k). If the loan is 620(k) Not applicable.
for construction of g productive

enterprise, with respect to which

the aggregate value of assistanca

to be furnished will exczed $100

million, what preparaiion has been

made to obtain the express approval

of the Congress?
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4. g}ﬂbfgggp(b) _620(f); Avp. §109(b). 620(v),620(f); Appt. 109(b)
Has tie Prestdent detertiired that the The required determination has been made.
cowtry 15 rot deminated or conirolled

by the tnternatioral Commurist move-

ment? If the country is a Commmist

cowitry (ineludirg, but not limited

to, the .countries listed in FAA 56‘20(f))

and the loan is interded for economic

assistance, have the findirgs required

by FA4 8620(f) and App. §103(b)

been made ard reported to the Congress?

5. App. §109(a). Will.amy military  109(e) No.
cssistarce, or items of military

or straiegic significance, be furnished

to a Communist nation?

6. FA4 8620(h). What steps have 620(h) The loan agreement will contain a
been taken to insure that the loan provision covering this requirement.
will not be used in a manner which, '

contrary to the best interest of

the United Statzs, promotes or

assists thne foreign aid projects

of the Commumnist-bloc countries?

7. App. 8118, Will any funds be 118 No.
used to finance procures ient of iron

and steel products for use in Viet-

Nzn other than as contemplated by

81187

e e b e Tl e I Tk Y e ma wiw A ye

8. FA4 8835(1). Will any part ~ 636(i) No.
f tiis Z_—E_ used in financing

ron-U.S. -r"cr,qac‘ured autcriobiles?

If so, has the required wativer been

aotazrea

9. Fa4 8§§620(a)(1) and (2), 620(D); 1) No.
42&?117 flell ary asszstcmc—z L 620(s){1) and (2")’ 620(p) To.
be furnished or furnds made avail-

adble to tne goverrment of Cuba or

the United Arcb Rzpublic?



-15 «

10. _EZ&.??EQ!QL' Hill ony part 620(g) No. No assistance has been used for
of tits loun 22 used to ccapersate such purposes in the past.

oumers for cxpropriated or rationalized
property? If ary assisiance has

been used for such purpose in tne

past, has cppropriate reimbursement
been maie to the U.S. for sums diverted?

11, FA4 8201(f). If this is a 201(f)" It is anticipated that a portion of the
project loan, what provisions have work will be accomplished through.direct :
been made for appropriate partici- hire of personnel and subcontract with

pation by the recipient country's private firms in the recipient country.

private enterprise?

12, App. £10¢4, Does the loan 104 Yes. The loan agreement will cover this
ajreament bar aiy use of funds to requirement.

pay persions, etz., for persons
who are servirg or who have served
in the recipient country's armed
forces?



SECTION 611(e) CERTIFICATION

The USAID Director has certified as to this Project's
compliance with Section 611(e) of the Foreign Assistance
Act. This certification is presently enroute to
Washington and will be on file in EA/CDF.



SECTION 611(e) CERTIFICATION

The USAID Director has certified as to this Project's
compliance with Section 611(e) of the Foreign Assistance
Act. This certification is presently enroute to
Washington and will be on file in EA/CDF.



ANNEX 19
INDONESTAN FXCHANGE RATE

After this appraisal report was completed, the Government of
Indonesia adopted an exchange reform which substantially unified its
exchange rate system and resulted in some reduction in the dollar equiv-
alent of the rupiah, in so far as most foreign trade transactions are
concerned. Effective April 17, 1970, the two exchange markets - the BE
(Bonus Export) and the DP (Devisa Pelengkap or Complementary Foreign
Exchange ) markets - were merged at Rp 378 per U.S. dollar, the rate
recently prevailing in the DP market. This rate will now apply to all
foreign trade and exchange transactions except for sales of aid funds
provided by foreign governments for program imports and related services
which, for tho time being, will remain at the BE rate of Rp 326 per U.S.
dollar. Since the reform also involves a simplification of export tax
arrangements and the elimination of the export overprice system, the
extent of the exchange rate adjustment will differ for different export
and import commodities. Since the DP rate had been applied to non-trade
receipts and to paymonts for less essential imports, the exchange reform
will not affect these items.

Inasmuch as the calculations in the attached Appraisal Report
were based on the old BE exchange rate of Rp 326 to a dollar, a study
was made of the potential effect of the exchange reform on the economic
viability of the project. The capital cost éstimates of the project
were derived from comparable projects in other developing countries, with
the local currency portion being translated from the dollar value at
Rp 326 per U.S. dollar. On this basis the total project cost was esti-
mated at $8L.4 million, of which $58.0 million was foreign exchange
and Rp 5,346 million local currency. The former, of course, will not
be affected by the exchange reform though its rupiah equivalent will
increase by 16 percent. The capltal cost in local currency should not be
immediately affected by the exchange rate adjustment. Over the longer term
it i1s reasonable to assume some general increase in prices, including the
pPrice of fertilizer, as a result of the exchange rate change. Moreover,
the Government has given positive assurances to the lenders that it will
implement the measures necessary to promote fertilizer usage and will
permit PUSRI to sell itg fertilizers at realistic commercial prices; the
latter would reflect the higher cost, in terms of rupiah, of the foreign
exchange component of the project, as well as any increase in operating
costs, resulting from the exchange rate reform. Based on these assurances,
the overall return on the investment is expected to remain substantially
43 stated in the appraisal report. ‘ '

Industrial Project Department
April 20, 1970



ANNEX 20

VUSHT  TFERTILIZER  PROJECT

HENMOIW AN OF AGREEMENT REGARDING PROJECT BXECUTION,

PROCURENENT AND USE OF LOAN FUNDS 2"////

l.le Japon acting Lnl’ﬂ"h tho Overseas Economic Cooperation Fund ("OECF™),

“ ——— e, - . . . —n PR - —
—\\\\‘

the United Statag actiof through the Agency for International Devolopmeﬁfﬁw
("AID"), the International Dovclopment Association ("IDA") and the Asian
Developaont Henk (”ADﬁ”) (hercinafter called "the Lendersa") have aprecad to
make availablc by way of loan amounts in various currencies equivalent to
ot losy LHWH_UD+Q1JUQQJQQQ, fo ussint the Government of tho Republlic of
Indonesia in the Iinaucing of o project to increase the production of
ritrogenous Loviilizer in lnduisesia.  The project consists of two parts:
A. The constructiou of a fertilizer plant at Palembang, in
Sumatra, by PuP. Pupuk Sriwidjaja ("PUSRI"); and

Be The consizuction oif a patural £33 congorvation and transmingion
schewe Ly pul. Peovamina ("PERTAMINA"), which will enabla
PERTAMING bo supply to PUSRI the gas required to operate the
fertilizer plant.

A full deseription or the project, and the terms and conditiong
upon which the Lenders referved Lo above have agreed to make their
respective loans, will be se rurth in the loan agrecmenl negotiated op
to be negotiated between cach Lender and the Republic of Indonesia.

l.2. The funds available for financing the project consist of milti-
lateral funds from IDA, special funds from ADB, bilatersal funds from OECE

and ATD, and local currency to be supplied by the Government of Indonesia,
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PUSRT and PERTAMINA. It has been necessary to formulate a plan for
project exccution, satisfactory to all concerned parties, which will
permit the project to be carried out in an economic and efficient manner
while taking into account the nature and limitations of available funds.
The purpose of this Memorandum is to set forth in general terms an
appropriate plan for project executicn, and procedures for procurement
of the goods and services required for the project, and for allocation
of the forecign exchange cost of contracts so procured among the loans or

credits made available by the various Lenders.
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II_PUSRI FERITLIZER PLANT

General
2.1. The fertilizer plant described in Part A of the Project description
annexced to the IDA Credit Agreement is essentially made up of two basic
processing plants (ammonia and urea) with extensive supporting utilities
and offsites plants. It is intended that a General Contractor will have
overall responsibility for providing the complete fertilizer plant,
supply and erection of which will be divided into tﬁo major parts:
(a) the urea plant, which will be supplied as a package
("the Urea Plant Contract") including the provision
of the components of that plant, gfceptu;ocal Inéqnesiaq
labour and materials required for théwéréétisghof ﬁhe plant
at the site; and
(b) the balance of the work, which will be carried out by the
General Contractor under a general contract covering the
design and procurement of the ammonia plant and all utilities
and offsites, and all site erection and construction work.

In constructing the fertilizer plant, PUSRI will have the assistance of
a qualified consulting firm ("the Technical Adviser) which will in =~
\

effect act as an quggsiqn“qym?USR;!§_9pg"§gg§pgering department.

2.2. The scope of the Urea Plant Contract and the General Contract, the
responsibilities of the respective contractors thereunder and of the
Technical Adviser, the procedures for procuring the services of the
contractors and the Technical Adviser, and the method of allocating

project expenditures among the various Lenders, are indicated in the

following paragraphs. One of the tasks of the Technical Adviser will be
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to prepare, on the basis of this Mc¢morandum and of further information

to be supriied to him as to the specific eligibility requirements of the
various Lendors for financing under their loans, a_égfg}}ggmgggsy;Ption of
the pro?EfEfEEELEEQEEQE?GS vhich will be followed for the Project. In
proparing such description the Technical Adviser may recommend modifications
in tho procedures set forth in this Memorandum for selection of the

General Contractor and the Urea Plant Contractor, or in the terms and
conditions of their contracts, as he may consider appropriate for the
efficient and economic execution of Part A of the Project. The description
of the procurement procedures prepared by the Technical Adviser will be
furnished by PUSRI to IDA and ADB. IDA will transmit it to the two other
Lenders. The préﬁurement procedures will come into operation when

accepted by PUSRI and all the Lenders.

Technical Advizer

2.3. A firm ol consultants which is expert in ammonia and urea plant
facilities will be appointed to act as Technical Adviser. The procedure
for engaging the Technical Adviser will be generally as laid down in IDA's
Guidelines for Use of Consultants. The selection by PUSRI of the Technical
Adviser, and the terms and conditions of his contract, will be subject to
the approval of IDA and ADB, after consultation with OECF and AID.

2.4L. The Technical Adviser will prepare basic design criteria and engineering
and construction standards for the plant, consolidating them into
specificaticns for tender for the General Contract, and for the Urea Plant
Contract. He will prepare invitations and bidding documents for these

two contracts in conformity with the requirements of the relevant Lenders,

assist PUSRI in the selection of the process vendors and the two contractors,
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analyze bids received, and make rocommendations for award. Thereafter,

he will on behalf of PUSRT monitor and supervise as necessary the design,

engineering, procurement and construction of the new facilities, coordinating
both major contracts to meet the overall project schedule. Upon mechanical
completion, the Technical Adviser will participate in performance testing
and plant takeover, and in general will assist in the initial commercial
operation of the new facilities.

Urea Plant Contract

2.5. The Urea Plant Contractor will be _§_e~;g£:jg§§wf}‘g;p__;)_{g_qu&%{‘ied

Japanese firms on the basis of competitive bidding within Japan. The
Contract will be awarded on a lump sum basis, and the terms and conditions
of the contract will be such' that PUSRI's payments to the Urea Plant
Contractor will be eligible for financing out of the OECF and/or ADB Loans.
Bids will be evaluated in accordance with criteria established by PUSRI

on the recommendation of the Technical Adviser and with the concurrence of ID4
and ADB acting in consultation with OECF. If all lump sum bids received for
the Urea Plant Contract seem to PUSRI, after seeking from bidders such
clarification as may be appropriate, to be unreasonably high, PUSRI with the
cancurrence’ of IDA and ADB, acting in consultation with OECF, will call
upon bidders to submit new bids, for carrying out the Urea Plant Contract

on a cost plus fixed fee basis. In either case, the responsibilities of

the Contractor will generally be the same as those set out in the fbllowing
two paragraphs, except that, in the event of the ébntract being on a cost

plus fee basis, all or most of the equipment for the plant will be procured
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by. the contractor, in accordance with the method described in paragraph
2.9(b), through competitive bidding among Japanese suppliers. All pre-
qualification and tender documents for the Urea Plant Contract and any
subsequent modification thereof, evaluation of bids and proposals for
award will require the concurrence of IDA and ADB, acting in consulﬁation
with OECF.

2.6. The scope of work of the Urea Plant Contractor will be confined
within the battery limits of the Plant, except to the extent that it is
necessary for him to provide design data for utilities and offsites to

R

the Goneral Contractor. Bidders will be requlred to submlt fixed price

bids covering all tho ccmponents of tho Urea Plant, as listed below:
(a) 1licence fee and basic data fee;
(b) basic and detailed engineering;
led engineerir

(¢) all equipment and materials, including packing, insurance

and transport charges to site;

(d) constructican adV1uory service for the erection of the
Urea Plant,*‘ -----

(e) provision of an\gfgsg}qgged start-up team and_necessary
special eqplpment used to supervise and assist in the
testing, atart-up and initial operation of the Urea
Plant under the general coordination of the General
Contractor;

(£) provision of facilities for training of PUSRI's operating

and maintenance personnel in a similar plant or plants

in Japan. Expenses of such personnel wogldwpgmggzgg}gm%

by PUSRI.
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Bids will identify. local currency costs to the extent required by the
relevant Lenders.
2.7. The Urea Plant Contractor woulg_gfgzigQ_EQ"EHSRI_and_Lh§_G§n§Ea}

Contractor adoquate guarantees of plant performance, equipment performance,

S —————

and standards of materials and construction used in the Urea Plant. Thé“‘
Urea Plant Contractor would utilize materials and equipment in the Urea
Plant which conform to the standards laid down by the Technical Adviser
for uniform use throughout the entire plant regardless of the origin of
such materials and equipment. The Urea Plant Contractor, the General
Contractor and the Technical Adviser will enter into mutual covenants

intended to ensure the confidentiality of information respecting the
, _ piiiutaiindeies. st . A

urea process and the ammonia process which any of them may regard as
—\-h._____w.,._‘_hu.“_- - - -

confidential and proprietary and which is so identified by them at the

time of entering into contracts. The exact relationship between the

Urea Plant Contractor and the General Contractor will be determined on

the basis of the reccmmzndabtions of the Technical Adviser and will be

specified in the respective tender documents.
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Goneral Contract

2.8, The General Contractor will be sclected from prequalified
United States firms on the basis of competitive bidding within the
United States im accordance with AID rules and regulationas.

The Contract will be carried out on a cost plus fixed fee basis,

the feo covering all services (includiﬁg the remuneration of
expatriats porsonnel) to be rendered by the Contractor as described
in paragraph 2.9. Thn terms and conditions of the contract will

be such thb PUSRI's payments to the General Cdntractor for his
services will be eligible for finuncing out of the AID Loan. ' In

the event that all bids submitted for the General Contracts seem to
PUSRI to be unreasonably high, IDA may agree that all bids should

be rejected and the General Contract procured through international
competitive bidding among prequa;igiggmgggffgctorswégMgggeral
accordance with the IDA Guidelipes for Procﬁrement. All pre-
qualification and tender dgéuﬁants for the General Contract and

any subsequent modification thersof, evaluation of tids, and pro-
posals for aiard will require the concurrence of IDi, which will

act in conswltation with AID and ADB.

2.9. The General Contractor will act as Engineering Manager for

the ammonia plant, utilities and offsites required for the fertilizer
plant, and as Constructicn Manager for the entire plant, including the
urea portion, and shall bear ovérall respansibility for the completion
of the fertilizer plant meeting the production and performance re-
quirements specified in the tender documents. The final scope of the
General Contractor’s services will be determined on the basis of the
recommendations of the Techmical Adviser, but it is presently anti-

cipated that it would cover all contracting services requirad for compla-



-9 - ANNEX 20

tion of the fertilizer plant other than those to be provided by the
Urea Plant Contractor and would include the followings

(a) Basic and detailed design of armonia, utilities
and offsite plants.

(b) Management of procurement for all equipment and
materials (local and imported) for the ammonia,
utilities and offsites plants. The delivered
cost of such equipment and materials would be
charged to the owner at actual cost. The pro- -
curement services would cover the following:

(1) Preparation of specifications and invitations
to bid;

(ii) Issuance éf invitations according to the
provigions of this Memorandum relating to
restricted bidding or to international
competitive bidding procedures as may be
appropriate; BEST AVAILABLE GoFY

(1ii) Bid analyses and recommendations for arard of
contracts;

(iv) Completion of purchase contracts with suppliers,
for ouwner?s signature;

(v) Expediting, inspecting, witnessing tests and
execution of recessary documentation including
guarantees; .

(vi) Arrangements for delivery to site.

(¢) Management of construction and erection. Materials and
local labor, as woll as reasonable Living and travelling

exponres af eypatriate pergonnel, will be phapged bt Ihe
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owner at cost.

(d) Testing, starting-up and initial operation of the
ammonia, utilities and offsites plants and, with the
assistance of tha Urea Plant Contrachor, of the urea
plant through ccmpletion of take-over tests.

(o) Provision of suitable training for PUSRI maintenance and

cporating personnel, at cost.

In addition, the General Contractor within his fee would be expectad
to provide adequate gurantees of the fortilizer plant performance,
ecquipment performance, and standard of materials and workmanship for
all ths facilities.

2.10. In submitting their bids, tenderers for the General Contract
may bo required to nominate the processes (other than the urea process)
which they prepose to use. Alternatively, if so recommended by the
Technical Adviser, tenderers may be required to make use of a process
or processes presclectod by PUSRI in consultation, through IDA, with
the lenders. To the extent that the cost of a selected process is not
eligible for financing by AID or other Lenders it will be eligible

for financing by IDA.
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Procurement by Ganeral Contrgptor

2,11. Equipment, muterials and supplies required for the

fertilizer plant and to be financed by any of the lenders, other

than those to be provided by the Urea Plant Contractor, and those
referrod to in paragraph 2.12 hereof, will be procured by the General
Contractor on behalf of PUSRI through international competitive
bidding in accordsnce with the IDA "Guidelines for Procurement". The
Project will be advertised through the diplomatic or trade missions

of member countries of the Internaticnal Bank for Reconstruction and
Development and Switzerland and in newspapers and trade journals

of wide circulation, inviting interested suppliers tc apply for a list
of goods and qualification conditions., A list of qualified suppliers
will be completed from the responses to the invitation and approved
by PUSRI with tho concurrence of IDi and ADB and theroafter bids or
proposals will be invited from the suppliers on this list. Contracts
will be awarded ta the lowest evaluated responsive bid. Bidding
documents will require a successful bidder to provide all information
necded to determino whether this contract is eligible for financing by
ADB or AID and, to the extent it is eligible, to satisfy the require-
ments of either Lender. Specific procedures will vary according to

the estimated cost of contracts, as follows:

(a) Contracts of $200,000 or more: Copies of the invitation

to bid, the list of invited bidders, specifications, conditions
of contract and other tender documents will be submitted by
PUSRI to IDA and ADB and will require their concurrence prior to
the issuance of invitations. Public opening procedures will be
observed for bids received. Before any award is made, a list of

bids received, and analaysis thereof, and proposals for award,



-12 - ANNEX 20

with reasons, will be submittod by the General Contractor to
PUSRI and by PUSRI to IDA and ADB, and will require their
concurrence.

(b) Contrac’s over $25,000 but less than $200,000:

For Contracts of $100,000 or more, public bid opening procedures
will be observed. The results of bidding on all contracts
within category (b) will be available to bidders on request.,
Coples of all tender documents, of all bid evaluation docu-
ments and of all executed contracts will be submitted by PUSRI
to IDA and ADB as soon &8 possible after each contract has been
exscuted.

(c¢) Contracts of $25,000 or less: These will be procured

by international competitive bidding to the extent that this is

reasonable and conducive to a lower pries; but "intornational

shopping" procedurss are acceptable in all other cases. Bids

or proposals should be obtained from no less than 3 (three)

suppliexs. Copies of all contracts will be submitted by PUSRI

to IDA and ADB as soon as possible after execution.

In all cases, the General Contractor and PUSRI must be prepared
to justify awards on the besis of cxlteria specified in the Guidelines,
Any ccmments which ADB may have on the documents specified above will

be communicated to PUSRI through IDA.
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2.12. If in the course of execution of the General Contract IDA considers
(2) that certain items of equipment, such as process-critical
items, are by thelr nature not appropriate for intemational
competitive bidding; or
(b) that insufficient funds remain ungllocated from the IDA
Loan to finance the estimated foreign exchange cost of itecms
5111l to be procured by the General Contractor; or
(¢) that although sufficient funds may remain unallocated from
th> IDA Ioan, procurement of certain items could without
prejudice to the principles of économy and efficiency be
restricted to one or more countries which are eligible sources
for financing under one or more of the other Ilcans
then IDA may, in consultation with such of the other Lenders as still
have funds available under their Loans, determine that procurcment of
all or part of contracts not yet awarded will be restricted to such
country or countries as IDA shall agres with the relevant Lenders to
be appropriate.
2.13. Goods and services to be financed solely out of local funds will
be procured in accordance with procedures which will ensure a reasonable

degree of competition.
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III. oAs COLSEUVATION AND THANSMISSION SCHEME

3.l. Firms of consultants which are expert in reservoir engineering and

€as compression and transmission engineering will be appointed to act as
PERTAMINA's technical advisers. The procedure for engnging them will be
genorally as deseribed in IDA's Guidelines for Use of Corsultants., The
solection by PERTAMINA of these consultants, and the terms and conditiong of
their contracts, will require the concurrence of IDA and ADB,

3.2. Construction and installation services and equipment, materials and
supplies for the gas conservation and transmission scheme to be financed

by IDA and ADB will be procured on the basis of international competitive
bidding in accordance with IDA's Guidelinag for Frocurement. Bidders for

the provision of construction and installation will be pre-qualified and pre-
qualification will require the concurrence of IDA and ADB, Bidding documents
will require a successful bidder to provide all information needed to deter-
mine whether his contract is eligible for financing by ADB and, to the extent
it iy eligible, to satisly the requirements of ADB.,

3.3. With respect to contracts for construction and installation and
contracts for equipment, material and supplies involving expenditures

estimated to exceed $50,000, equivalent, copies of the invitations to bid,

specifications, conditions of contract and other tender documents will be
submitted by PERTAMIHA to IDA and ADB for their approval prior to the
issuance of invitations. Public opening procedures will be observed for
bids received. Before any award 1s made, a list of bids received, and
analysis thereof, and proposals for award, with reasons, will be submitted

by PERTAMINA to IDA and ADR and will require their concurrence.
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3.h. With respect to contracts for equipment, materialse and supplies,
involving cxpenditures estimted to exceed $20,000 equivalent but not more
than $50,000 cquivalent, public bid openings procedures will be observed,
Copies of all tender documents, bid evaluation documents and executed
contracts will be subimitted to IDA and ADB as soon as possible after

each contruct has been executed,

3.5. Contracts for oquipment, supplies and materials estimated not

to exceed $20,C00 equivalent will be procured by international competitive
bidding to the extent that this is reasonable and conducive to a lower
Price; "international shopping" procedures are otherwise acceptable if
bids or proposals are obtained from no less than three suppliers. Copiles
of all contracts will be submitted by PERTAMINA to IDA and ADB as soon ag
possible after execution.

3.6, In all cases, PERTAMINA must be prepared to Justify awards on the
basis of the criteria specified in the Guidelines. Any comments which
ADB may have on the documents specified above will be communicated to
PERTAMINA through IDA.

3.7. Goods and services to be financed solely out of local funds will

be procured in accordance with procedures which will ensure a reasonable

degree of competition.
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IV, ALIOCATION OF FINANCING

L.1. After the award of each contract which has not previously been
allocated pursuant to the provisions of this memorandum to one of the
Lenders for financing under its Loan, IDA will determine whether such contract
appears in whole or in part to be eligible for financing under any of the
Ioans other than the IDA Loan, and will, in consultation with the concerned
Lendor, allocate such contract in whole or in part to such other Loan.

If the relevant lender is of the opinion that the contract thus allocated
to it is ineligible for financing under its Loan, or that other reasons
exist why it should not finance such contract, it will promptly consult
with IDA to determine how best the matter may be resolved. 411 contracts
avarded on the basis of international competitive bidding in accordance
with the IDA Guidelines and not allocated pursuant to the foregoing

_ Procedure to ancther Lender will be allocated to IDA up to the amount of
its financing.

L.2. Each lender will finance the contracts allocated to it in accordance
with, and subject to, the terms and conditions of its loan agreement with
the Government of Indonesia and/or PUSRI or PERTAMINA. Detailed disburse-
ment procedures will be communicated by each Lender to PUSRI/PERTAMINA .
L.3. For the purpose of financial control, of the total foreign exchange
financing to be made available by the Ienders in the amount of not less
than US $67,000,000 equivalent, US $ equivalent is allocated to
Part.A of the Project, US $ equivalent is allocated to Part B of
the Project and the balance is unallocated, If the estimtes of the

cost of Part A or Part B of the Project are revised, IDA may, at the

request of the Goveinment of Indonesia, allocate additional amounts to
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such Part from the then unallocatod balance. Further allocations between
Part A and Part B ray be made by IDA with the concurrence of the other
Lenders, at the request of the Government of Indonesia, to meet increases
in the estimates of costs.

L.L. IDA will periodically inform each Lender, the Government of
Indonesia and PUSRI or PERTAMINA of the contracts allocated to each
Lender for Part A and Part B of the Project and their estimated value.
Each lender will periodically inform IDA of the amount disbursed by i1t
for each Part of the Project. IDA will on the basis of the information
received keep an account of the amounts of financing to be made available
by the Lenders which have been allocated to particular contracts, of the
amounts disbursed therefore and of the amounts otherwise available and
will periodically inform the other Lenders, the Government of Indonesia

and PUSRI (for Part A) or PERTAMINA (for Part B).

Washington, D.C., 1970,
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Agency for International Development
Washington, D, C. 20523

Dear Sirs:
Subjzct: PUSRI Fertilizer Project; Agricnltural Policles

We refer to Section 5.1(i) of the Loan Agreement of even date herewith
among the Republic of Indonesia, P.T. Pupuk Sriwidjeja, and the Agency
for International Development. We are pleased to furnish to you the
Tollowing informatlion ebout the Government's policies in certain
agriculturally-related areas relevant to the Project, and the memagures
which it is at present adopting or proposes to adopt to implemen.
these policiles:

1. As enphasized in tho current Five-Year Development Plan,

the Government's cbjective is to ettain self-sufficiency in rice and
other staple foods, as well as to increase agricultural production for
export, by stlmulating morc extensive production. In the latter area,
heavy emphasis ig being given to intensification of rice production,
since it 1s expected that known technology and increased use of
fortilizers will permit high benefit-cost ratios and yield results
within a short period of time.

2. Rice Price Support Program: Prior to 1969, excessive
Tluctuations occurred in the price paid to farmers for their rice.

In that year, however, a policy was adopted of stabilizing the rice
price within limits which would be low enough to protect the consumer,
but at the same time high enough to encourage increased use by farmers
of fertilizers and other inputs. This is done by the maintenance of
buffer stocks of rice, under the control of BULOG. In outline, the
scheme operates as follows:

(a) A minimum price for the sale of their rice is
guarantead to farmers though standing offers by BULOG
to purchase such rice at prices which are determined
by the Government from time to time as being appropriate.
In making such determination, world rice prices are
used as a guiding factor, since this permits the
Goverument to dispose of domestic purchases on the
world market, and to purchase from abroad for dise
posal on the domestic market, without significant
loss. It will not, however, be the sole determining
factor: it may be necessary to allow for limited
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pariods of time somo discrapancy betweon tho
domestic pric: and tho world price, within the
overall framowork of the incentive pol.cy which
the Government is pursuing. At present, price
lovels, the floor prices offored by BULOG are
as tollowug:

milled rice ex mill - Rps. 36.00/kg
mill-dry stalk padi at mill - Rps. 16.00/kg
village-dry stalk padi ex farm - Rps. 13.20/kg

Every effort is being made to ensure the effective-
ness of this scheme. Thus, letters of credit have
becn opened with dcmestic banks to ensure prompt
payment to the farmers and other sellers, arrange-
moats have been made with international surveyors
to survey purchases and thereby to prevent mal-
practice and discrimination against the farmers,
and quality spocifications have been set to
correspond better with qualities normally being
marketed.

(b) At the same time, it is the Government's

policy to cnsure that the freec market price of

medium qualitios of rice commonly used in each

aroa will not exccod a ceiling which, at present
price levels, is fixed at Rps. 50.00/kg. This

has been achleved during tho present pre-harvest
season by sales of BULOG's buffer stocks, in
sufficient quantities, at prices slightly below

this market ceiling. At prosent, part of BULCG!'s
stocks are being distributed to supply rice require-
ments of military personusl as well as of central

and regional Goverument employees. To the extent
that rcquircments of rice for salary payments in
kind, markot releases to maintain the ceiling price
to the consumer, and maintonance of adequate buffer
stocks should exceed in any year the domestic
availability of rice, recourse will be had to imports
of rice, preferably aid financed but also commercially
procured if necessary. It is the Government's policy
to gradually reduce these salary payments in kind,
and increase money wages to compensate, as soon as
price stability has been maintained for a sufficiently
long time to provide a suitable economic climate for
such a change.

3. At tho present retail price level for urea and TSP fertilizer
it is expected that the rice price support program outlined above will
ensure farmers of a margin sufficient to enable them to make use of
fertilizer and other inputs, and will provide a stromg incentive to
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increase rice production by groater use of such inputs. This is par-
ticularly so in the arvas whoro fermers enjoy relativoly reliable
irrigation water supply and use new seed varicties which are highly
fortilizer-responsivo. The program 1s therefore expectad to
accolerate the growth of fertilizer congumption and to provont the
fluctuations in such conoumption which have occurred in the past
years,

L. Every effort has been made to strengthen the administrative
abllity of EULOG to implement this program. Communication between

the head and reglonal offices has been facilitated by the use of
telex, and this, tceothor with frequent reporting of stocks, pur-~
chases and distribution, 1s expected to ensure the degree of control
nocessary for the succesgs of the program. In addition, dotailed
procedures for the operation of the buffer stoclk policy have bsen for-
malized in manuals, and seminars have been held to ensure understanding
by all concerned. Daily control is maintained on stock positions to
provide the floxibility in directing purchases and sales necded to ime
plement price, buffer stock and distribuiion policleg. At the same
timo, the Dcpartment of Agriculture, beginning in January 1970, is
roporting prices received by farmers at the village level. This will
supplement the present reporting of prices in major rotail nmarkets, and
enable rapid adjustment of procurement policies and related activitles
ag nocessary. Tho Government is also aware of shortcomings in the re~
porting of agricultural production statistics, oespecially for rice.
Conaideration is currently being given to improvements of the
collection and disscmination of production statistics which in turn
will improve program control, although the specific direction for
action is still uncertaln,

5. Imorovements in Irrdgation: The Five-Year Dovelopment Plan
includes exiensive rehabilitation of exlsting irrigation facilities,
togethor with aome expansion. Because of higher benefit-cost ratios
and quicker returns to such investments, emphasis in the Plan is
placed on rehabilitation, and activities in this regard are proceeding
rapidly. An IDA loan has already been negotiated with work well under
way for the rchabilitation of irrigation serving 180 thousand

hectares on Java and for the completion of irrigation facilities serve
ing 25 thousand hectares in Lampung, South Sumatra. Under Japanese
aid financing, regulation of the Brantas River is proceeding, which
should benefit an area of 20 to 30 thousand hectares. Aun Asian
Development Bank loan has been negotiatod with work proceeding for the
extension of irrigation on the Tadjum project covering appreximately

3 thousand hectares. Neogotiations have recently been complated for
the rehabilitation of irrigation facilities on the Djatiluhur system
serving 180 thousand hegtares and in Sulawesi serving 20 thousand
hectares. Preparation is also being made for the second stage of this
same project which 1s expected to add new irrigation gerving an area
of between 50 and 60 thousand hectares. Other projects serving smaller
areas are either proceeding or under negotiation.
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6. Credit Facilities: Tho rapld expansion of the rice inten=~
8lflcation progrem roquired tc meet the large production incroases
Premlsed in the Five-Year Development Plan has given rise to problams
of effactive credit supply and communication of "know-how" in the use
of modern tochniques and inputs. An attempt to correct the short-
comings and %o luprove organization of input distribution resulted in
contractz with forcign and donestic private contractors under the Pro=-
gram knowvn as Bimay Gotong Rojong. The long-term objective of the
Govarancnt 1s to make use of private input distributors as inter-
mediarios to supplemont the oupply of credit in conjunction with thelxr
distributicn of Lluputs to tho Tarmers, and at the came time, hopefully,
to suppleiont agricultural extonsion activities. In the interim,
action is being taken to redace and oventually to eliminate the

Bimas Gotong Rojong propram as new practiced, and to substitute
improved Programs of "National" Bimag, These interim programs will
utilizo private sectop distribution of inputs to the extent foaslble
in the short-term, and will £ive major enphasis to improvaed methods

of crodit Provigicn, along with irprovement of the Governmant
Extension Services. The Govornment budget has made funds available
for the mriension of the National Bimas Program to ensure its
avallability %o an Increasing number of farmers. Training programs
for bank offizers who arc coucernod with extensicn of eredii to farmers
hava been Inauzurated in Loy Parus of the country to facilitate such

eradit. In areas where such programs already exist, the training programs

will be iutensificd to improve every aspect of the programdlready des-
cribed in the statenans, A numbar of other institutional changes and
Spacific methods fop dmproved and inereased eredit provision are under
activa discussion ond actual trizl. For example almost 30,000 farmers
In the Jogjakarta arua 4re now recelving direct individual cradit
provided by Vvillage units of Bank Rakjat Indonesia. Elsewhere mchile
crediv unita have baen proven practical and are being expanded to cover
farmers in an arca of 300,C00 hectares on Java, Stress is also being
given to cipansicn of the capacity to provide mobllity of extension
workere and tho upgrading of oxisting extensicn service personnel, to-
gether with employmant of mere highly trained personnel.

7 Other leasures: The National Fertilizer Study referred to in
the Development Credit Agreenont is expected to be completed by about
the ond of May 1971, and even befors that date interim reports will bge
come avallable waich should enable some preliminary implementation

vwork to begin., Other significant activities being undertaken or cop-
gldered by the Government avre sunmarized belows

(a) Activity is proceeding rapidly aimed at increasing
and improving the Supply and distribution of certified
highly fertilizer responsive geed.: A major effort in
this regard is expected in the seed production and
development projact centering in the Sukamandi seed
station in West Java, A feasibility study on this
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projoct has been made by a team financed by IDA.

If the foasibility report is favorable, it is ex-
Pactod that steps can be taken so that this project
can start by lid-1970. Activities are simultaneously
proceoding on scod research and development, with
intensive Government research being supplemented by
cooporative rosearch and training arrangements with
personnel of the International Rice Research Institute
in the Philippines.

(b) a survey on soil fertility is being daeveloped, so
that the effect of fertilizer in each district can be
clearly observed through intensive fertilizer experi-
ments. It is expected that this will provide the basis
for more specific and increasingly productive fortilizer
guidelines for all areas of the country.

(¢) & survey is underway, in cooperation with the U.S.
Agency for Intornational Development, to ascertain

tho need for rice-procescing, storage and marketing,
vhich will be completed in the course of the year.

On a pilot-project scale, the Danish Govorrment has
provided a numoer of rice storage and drying facilities,
vhile the United Kingdom is establishing a modern rice
mill as a pilot-groject complete with its necessary
institutional rcquirement in one of the Bimas areas in
Vest Java.

Japan is suppoiting the Sukamandi seed station with
technical assistance, experts and some equirment, while
Germany is working on a pilot project in the West Sumatra

and Surakarta areas to develop a modernizad Bimas-type
scheme, with emphasis on institutional developmant.

Yours faithfully,
REPUBLIC OF INDONESIA

By

Authorized Representative
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Agency for International Development
Washington, D. C. 20423

Dear Sirs:
Subject: PUSRI TFertilizer Project; Distribution and Marketing

We refer to Sections 5.1(i) und 5.2(o) of the Loan Agreement of even
date herewith among the Republic of Indonesia, P.T. Pupuk Sriwidjaja,
and the Agency for International Development. We set out hereunder
certain meusures which we propose to take, prior to completion of the
Pusri leruilizer Project, to implement the provisions of these sections:

1. Importztion of Fertilizeré: The Governmeant of Indonesia
has decided to pormit all publicly-owned and private entreprene.rs,
Who hava adoguave Tinancial resourcos and physical Jacilivies, to
enter into the business of importing and distributing fertilizers. It
is tho general policy of thé Government that foreign exchange required
by such importers should be draun, in the first.instance, from availe
ableo ald-B.E. funds until these have been fully allocated, and that
thereaftcr use would be made of B.E. umum funds. Arrangements to im=-
plemcnt those policies are set forth in the Basic Trade Regulations
on Fertilizer issucd by the Directorate of Imports of the Department
ol Trade in lMarch, 1970.

2, It is intended that, in addition to distributing’ the
fertilizer produced at its existing Pusri Plant I, Pusri will act as
distribution agent for urea produced by Petrokimia, and will also im~
port fertilizer for distribution and sale through its distribution
network. The Depariment of Tradc has already issued to Pusri a
license to act as an importer, which will carry over from year to
vear without need for renewal. Pusri will receive the same subsidy
as that provided to other importers of fertilizer using aid-B.E.
Funds. Pusri has requested the Department of Trade for permission to
import 50,000 tons of urea in 1970/71, and formal approval for this
vwill be issued shortly. Pusri will determine each year the amount
which it needs to import in such year, taking into account existing
market conditions and expected production and consumption, and the
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Government will permit the import of the amount so determined. The
objective is to bring Pusri's distrioution system to the level at
uhich it can handle the volume of sales expscted when the Pusri II
plant comos into full commercial operation. Pusri has arranged with
the Bank Elspor Impor Indonesia a line of credit sufficient to enable
it to finance the volums of imports which it is anticipated will be
raequired.

3. Improvemont of Sales/Distribution System: Pusri will
establish and carry out a program for the systematic improvement of
its sales organization and distribution system, and has already
initiated preliminary action in this regard. To assist it in the
development cnd implomentation of such program, Pusri will have the
assistance of foreign marketing experts recruited as soon as possible
in accordance with the provisions of tho Loan Agreement. Subject to
the views and recommendations of such exports, Pusri contemplates that
its program will include the following features:

(1) Establishment of Regional Marketiny Offices,

which will make a continuous evaluation on a regional
basis of Pusrifs distrioutors, wholesalers and retallers,
and make necessary improvements;

(ii) induccments to distributors to increase their
sales activities, by assisting those of proven credit-
vorthiness to obtain extended credit terms from banks,
and by providing area protection for those achieving

a certain level of sales;

(1ii) increased sales promotion  and extension services,
by tho provision of bonus incentives to farmers pur-
chasing certain quantities of urea, and by making dvaile
able to farmers,, through Pusri's distribution agents,
information brochuras and other advertising material.

(iv) greater efforts to ensure the timely and
expeditious movement of fertilizer, in particularty
seeking to improve the existing arrangements for
shipping, insurance, land transpcrtation, planning

and scheduling of deliveries, storage at transfer and
sale points, terms of payment, and control of the
physical flow of fertilizer by Pusri's regional offices.

L. Packaging: As part of the Project, Pusrdi’ intends to ‘engage
technical advisers to study the packaging, bulk handling and despat-
ching of urea. On the basis of such advice, Pusri will select the

most economic, durable and weather-resistant substitute for the bags
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at progsent in use and will include appropriate packaging facilities
as part of tho Pusri II plant. 1In addition, Pusri will introduce
improved mothods of handling such bags in transit.

In implemonting the above measures, we will have regard to

the rocommondations of the consultants cmployad to carry out the
National Fertilizor Study.

Yours faithfully,

REFUBLIC OF INDONLESIA

By

Authorized Representative

P.T. PUFUK SRIWIDJAJA

By

Authorized Representative



DUFARTMENT OF STAT(L ANNEX 2
AGENCY FOR INTERNATIGNAL DEVELOPMENT

WASHINGTON 45,0, ¢,

A.L.D, Loan:
OFFICE OF Projeet Mo, :
THE ADMINISTRATOR AID/DLC/D:

CAVIPAT, ADSTOPARGEH LOAN LUTHORTZATION

—

Provided 1rcm: Development Loan Funds
(Indones"a: P.T. Pupuk Srividjadja;
Pusri Fertilizer)

In oxder to inercase the supply of fertilizer within its territorics, the
Covernment of the Republic of Tndonesisa (bercinatter called the "Borrower")
has reguested looans Trom the Uniteq Staltes of America, acting through the
Agency for International Development (hercinafter called "A.I.D.”), the
Goverrmmant of Japan, the International Develonient Association*(hcrcin&fter
called "A,D,71,") botalling $68,000,000 to finance the construction of g
wrea fertilizer plout to be owned and operated by P.7T. Pupuk Sriwvidjadja
(hereinstter culleg "Pueri") necor Palembang, Sumatra, (hereinaftop called
"Part A"); and the installation of a gas, conservation and transmission
systom din the gos Ticlds ol PN, Pertambongan Mintak Dangus Dunri National
(hercingtop called "Pertwiine) for the SUpply of gas to Fusri's fertilizer
blant (heveinalier called "part "),

In responne to the Dorrower'y request, and pursusnt to the anthority vested
in the Adminietratop of ALI.D. by the Foreign Assistance Act of 1961, as
amendad, I hereby suthorize the éstablishmcnt of a loan pursuant to Part I,
Chapber 2, qidle I, of the Development Loan Fund, to the Borrower ol' not

T ereend Twenty Fillion Dollars $20,000,000) to assist in the maltilateral
Tinancing ol the Torcipn exchange costs of equipment, materials and services
neceasszry f'or Part A of the Projcct, this loan to be subject to the follow-
ing Germs ong conditions:

Lo Inberast Rate ond Terms of Repayment .,

The interest on this loan shall be two percent (2%) per annum
on the disburaod bulance of the loan during the first ten (10) years of
the loww ond +hren perecent (3%) Per annum for the remaining thirty (30)
yeors of' the losn., he Principal of the logn shall be repaid in full
within fovty (MO) years from the date of +the first disburscement under the
loan, wnd sueh repoyment shall include a frace period of not to exceed ten (10)
years {roa e dote of first disbursement.

2. Curreney of Repeyment .

Provision shull be made for rersyment of the loan and poyment

of Lhe dnt pont 4x Unitted Staboes dollowr;,

X (/ﬁ?”/é}ﬁ/(” c'i//(/ ('/-/-;/7 t//// /‘/C /4‘1\/0’/7 /(V(,/a/yay/ jJﬁl(


http:o].]a'<,;.JY
http:CuRcpaym.it
http:author,:i.ty
http:AUJ1'1OpIZA'.IN

-2 .

3. OLher Poypn mud Conditiong,

(1) Unless A.T.p. othervise agrdes in writing, prior to the
issuance of the firat letter of comnitnient, {he Borrower or Pusri as
appropriate, shall Turnich A.L.D., in form and substance satisfactory
to A I.D,:

(1) Exceated copies of each of the Lending Lpreements
of' the other Lenders for the Project, together
vith evidenece that all conditions precedent to
their eifectiveness or the right to make
rithdrawals thercunder shall have been fulfilled;

(i1) an exceuted copy of the Gas Purchese Apreement
between Pusri and Pertamina for the supply of
gas to Pusri by Pertamina, together with legal
opinions us to its effectiveness;

(iii) 4n executed copy of the Pusri Financing Agreoment
together with legal opinions ag to its effective-
ness;

(iv) Lvidence of the arrangements that have been apgreed
upon by A.I.D, ang I.D.A./A.D.B. with the concurrence
of Pusri for the procurenent by Pusei of items
eligible for financing under this Loan;

(v) Lvidence that the Borrower shall have retained
the services of consultonts, acceptable to A.L.D,
and the other Lenders, on terms ang coriditions
acceptable to A,T.D. and the other Lenders, for
the carrying out of a national fertilizer study;

(vi) Advice from the I.D.A./A.D.B. that the 'procurement
ol cquiprert, wateris] alld services for lart B of
the Project; is,proceeding satisTactorily;

(vii) Such othep conditions as A.I.D, may require,

(b) Equipment, materials ang services finaaced under this Loan
shall have their source and origin in the United States.

(¢)  Dorrover will covenant thut it shall:
(1) Couse Pusri to carry oul Part A of the Project

in accordance with the terms ang eonditions of
the Toon Aseeoment, und cange Pusri and Pertamina



to curry out their respective purts of the Projcect
in nccordimee wilh Lhe loun agrecements of Lhe other
Lenders ond Hhe Grs Porcchase Apreement; and toke ox
cimse to be taken all roasonable action which shall
be necogsary o i part or on Lhe part ol its
arencien or dnstroantal itice to enable Pusri ond
Pertoalnn Lo enrery oul Lheir respective ports of
the Projecet in cord’crnity therewith, and not take
or permily any off its apencies or instrumentalitics
to tok~ sny action which would materially interfere
wilh the elficient and business-like conduct by
Pasedi of its enterprise or by Pertomina of its

cuberprine;

Make avoiloble to Puasri in accordance with the terms
end conditions of the ALT.D., Loan Agreement and the
Pusri Pinoncing Arrveement the procecds of this Loan

and the Losns of the other Lenders as may be required
to carry out Purt A of the Projeet, together with

such Tndenesian currency and forcipgn exchange over

and above the procccds of the A,L.D., Loaon and the loans
of’ the obher Lenders as may be required to carry out
Perlb A off the Lroject;

veept as ALLLD. and the other Leuders shall other-
wise agsrec, not tuke or conecur in any aclion the effect
ol vhich would be to modifly the finsncial oblipgations
ol the parties under the Pusri Financing Agrcement;

Lend fo Pertamina in accordance with the Lerms and
conditions of a Pertamina Subsidiary Loan Agreement

such procecds of the loans of the Lenders other than
AI.D. as may be reguired to carry out Part B of the
Project, together with such Indonesian currency and
foreign exchange over and above the proceeds of the loans
of’ the Lenders as may Le required to carry oul Part B

of the Project;

Except as the Lenders other than A.I.D. shall other-
wise vgree, not take or concur in any action the
effect of which would be to modify the financisl
obligations of the parties under the Pertamina
Subsidiory Loan Agreement or any provision thereof;

Cause a national Tertilizer study to be carried out
with due diligence end efficicncy and to be completed
not later than fifteen months from the date a contract


http:Pertami.na

- -

is cnceuted with corsultonts for the carrying out of

the sbudy.  Upon completion thereoT the Lorrover shall,

s soon on practlesble, consulb with A.L.D, anl the olher
Iendcrs roacding the findings end roconmendations avising
rrom this shrdy, end shaldd toke sueh action roguired to
iwpicment saeh secomiaanidations eo shall be agreed upon

by the Corrower, AJl.D., and the obher Lenders;

(vii) &0 long as bho Doarower sholl ovm or conbrol. the
mujority ot b vobing righis in the mectings of
shrronmlders off Pusri, and before nominabing oxr voting
Tor the alection ol any moenber .off the Board of Menage-
ment (Pilﬁfﬁi) and Lhe Bowrd of Dircctors(Dewan Komisaris)
of Pusri, Jucomm ALLD, ond the other Lenders of the
nones and qualifications ol the persons it proposes to
nosinate aadfor for vhose eleckion it intends to vole,
and 14 so requested by ALTLD. and the olther Lenders,
cxchirngse views with cald Lenders reparding such
proposals;

(viii) Reserve ov cause Perbonina 4o reserve the gas resources
requived [or the supply off gas to Pusri pursuant to the

Cun Purchoce Agrecacnts

(ix) Prunptly oo pecded, toke all meosures vilceh may be
necessary or desirable to uspist Pasri to build up and
meinboin an eiTeetive and ceonomic morkebing organizao-
tion for its ferbilizer vroducts and to sbimluate the
gale ol such products at competiltive prices in accordance
with sound compcreial practices. cuch measures shall
incluwde o rice price support progradn Or ollicr programs
vhich will. encourape farmers to make optimun use of
nitrogenous fertilizer at such prices, and the provision
to Puari'sn distributors, in the period preceding completion
of ihe Project, of supplies of imported nitrogenous fertilizer
sufficient 1o cnable Pusri to carry out its markeling
cxpansion rogram;

(x) Consult with A.T.D. ond the other Lenders before under-
tLaking or approving the undertaking of any other
nitrogenous fertilizer project in its territories.

(a) Tusri will covenant that it shall;
(i) Raploy gqualified and. experienced consultants acceptable

to A.T.D. uand the other Lendera, upon terms and.
conditions satisfactory to A.I.D. and the other Lenders,
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for the purpose of vssisting Pusri's manarement in

(i) the currying out of Port A (1) of lhe Project,

(11) tue developmoent of training progroms for Pusri's
persomicl to operute the plant and relabed Lacilitics
included in Part A of the Projeect, (iii) the packaging
and warvketing of Pusri's prodvets and (iv) management
planning, {inancial coutrol, accounting and exccutive
stal'f truining at least during the construction, start-
up ond initial operation of Part A of the Iroject;

Employ qualified and experienced controctors acceptable

to A.IL.D. and the other Lenders, upon terms and conditions
satisloctory to A,I.D, and the other Lenders, for the
design, procurement and construction of all works included
in Part A of the Project. and to arrange for training of
Pusri's personnel in operating the plant and related
Tacilities included in Part A of the Project;

Except as A.I.D., and the other Lenders shall otherwise
agree, duly perform all its obligations under the Pusri
Financing Apgrcement ond take no action, or concur in any
action which would have the effccl of modifying the
Tinsncizl obligations of the parties under the Pusri
Financing Agreement;

Take all action within Pusri's pover to mointain its
existence as o limited liability corporation under
Indonesian law and maintein its right to carry on

its operations, and to retain such land, interest in
land ond properties, and to acquire, maintain and rcnew
such licenses, powers, {ranchises and other rights as
may be necegsary or useful in the carrying out of

Part A of the Project or in the conduct of its busincssi

Ixcept as A.I.D. and the other Lenders shall othaer-

viise agreé, not moke expenditures, or commitments Tor
expenditures, for fixed or capital assets (including
investments in or loans to other business entitics)

until such date as on which Pusri's plant included in the
Project shall have produced an aggregate of 300,000 metrie
tons of urea during the 12 month period preceding that
date;

Except as A,I.D. end the other Lenders shall othervise
agree, not incur any indebtedness (other than under

the A.I.D. loan agreement and the Pusri Finaneing
Agreement) if, after the incurring of such indebtedness,
e indebtedness of Piert then incurred and outstbanting
would b oproulor Shon fthe equity off Pusred;
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(vii) Bxeept as AVLuD, and the other Lenders ghall obherwisce
aorea, nake accounting arrangsenants o fully depreciste
Its present deprecinble fixed nssctg relaling to
manafaeturing opcretions by Lhe end of L9715, and .y
deprecicloe Lhoge deprecioble fixed assebs to be
convlinebed under Puprt A of the Projeet relating to
monulocluring operations over a 12 yeuar period starting
at the close of the Tisecal ycay during which such
as5ets will have Lecon placed into sarvice; and Tully
depreciote obher depreciable fixed assels in conformity
with consistently maintained sound financial principlies;

(Viii) Exeept as A,I.D. and the other Lenders shall otherwise
apgree not decloave any dividend or molkc any distribution
with respeet to its capitul shares except out of itsg
accwiulated net carnings; and not pay any dividend or
make sny other distribution with respect to ils capital
shares (obher than dividends or distributions payable
solely in such capital shares) or purchase, redcem or
othervise acquire dircetly or indirectly for any con-
sideration, any of' such capitul shares if, after piving
effect to such action, the quick assets of Pusri would
be less than the current liabilitics of Pusri; and not
pay eny dividend or make ony other distribution with
respeel to ity copital shares until such date as on which
Pusri's plant included in the Project shall have produced
an agpregote of 300,000~metric tons of ureca during the

12 month period‘preceding such date;

(ix) Perforn its obligations under the Gas Purchase Agreement
and, except as A,I.D. and the other Lenders shall
otherwise egree, not take, or concur in, any sction
vhich would have the effect of amendi.ng, abrogating,
assigning or waiving the Gas Purchase Agreement or any
provision tliercof;

(x) Moke ell wessonuble elfforts prior to operation of {hao
plant included in Part A of the Project and thereafter,
Lo improve its srrongements and facilitics Tor marketing
its fertilizer products and o develop and mointain
an cffective efficient marketing organization.

b, Pusri Finazncing Terms,

() whe Bourrcvier shull male ravailable the proceeds of this ILoan
to Fusri on the Tolloving tommnn: ;2~l/2 ycars maturity ineluding a grace
period of P»l/Q yeurs on repayment of prinecipal and interest at 12% per
annm, - Puyinenl off inberest will be deferred vithout interest thercon
vnbi L eeeoant o L, 2973 when the apount ol interest so deferred shall be

aCd ho Ui peinelpod OuLaLaading Lo be paid in aceordnnee with tho

Lo P el PAETRIYADL D L ocvidod hovever Shed, G oy ol thne procoads of
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the AJLLD. loen wre disbursed peedior o the time that §$19.3 million of -
citernel Tineneing has been allocuted to Mueri, no interest sholl acerue
on such omenns oubstanding until after said allocation has been completed.

(b)) ALY pedvwemte of intevest and rrineipal which relote to the
procecds ol the AJTLD, Lo shall be nede to the Borrower Ly Pusri in
accordance witth o ointonence ol value provision in-the AL, D, Loan
Apreewent.

(¢) ALL poyments of intevest and prineipal made Lo the Borrower
by I'nsri which relase (o the procecds of the A,I.D. Ioan sholl be deposited
in a speeiul accownt ond such funds may be used only as may be agreed upon
by A.I.D. wl Lhe Borrovcer,

i
o

5. Uhe Toan shell Le subjecet to suchh other terms and conditions as
A.I.D, may deem advisable.

John A, lNannah

Date

Clcarances:
Asgistant Administrator for Tast Asia:

Roderic 0'Connor Date
General Councel:Robert T. VWray Date
Controller: Chirles ¥, ¥linner Date
PRe/Ca:Joln ik Kanfmonn Date
EA/CDF:Sclig Ao Taubenblatt Date
BA/DP: Charles H. Breechor ‘ Date
GC/TA:Hevbert B, Morris Date
LA/ TAlexandzr Shakow - Date

GC/EA: SHitay: wo:5/1 /70





