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,At ,the req~xest of the qver 
t 

4 f e p,preparng this project, aPppraisjqg t A4 Aeve~oPepg ap cIWO1 pJ " "0ow includes the Deve.p mq~4 , ( WA),,p Qfl k,4ina_ 
Development Bank (ADD), the oernht Lof J~p p fd 4.E.iD. AC~e9gLy,,

,' "Ole...a5 a :ln1er i n"w•iat differentlateral loan Eituatiop. ]BR3D/ADB made ,the n -'-e:. " ..- "rer 

;the project, and nave 
 ritqn .the Appr~s lJ4 ~4lyaes qqeta41 L~ rippaper,, except as otherwise io]tf ' i tbe Tebl qf CotProject Comimittee has ass' std d eorexted .wh the DA/ADB qi :. 

T~.~e A,.. 1 J.. 
of the project; reviewed ,their ;fnng,, q~c 

p/c~ 
l qIs
and satisfied itself as to jthe prQ4ec's ecqsoic, thi d a4 f
 

yiability, and its compliace wilh A..D. stOpqes:, ree
epetieat tiiqq
 
.and lending criteria. I
 

PUper IDA/ADB lending procedures, Io4i negotiatio0 s :are iqpa4 y poMpltq4
:before a project is presentpa for Boer ,onxipder~to. , his ,roe re wfollowed for the Pusri project apd nedotto qqqd-er hit 1were \W 

.D.C. March 23 thr. April 6, X9,70, a qqg the 
 /pDl ,4o (he rqeyerasib-borrowers. Representatives of j~be GO :404 A.. 1pro eCt 

0e
 
participuted in these negot-iatiogs qP4 1he ,ebb 

ii e
 
qjSt of he Ite~rn,conditions on which this project is lbasea .1d oQ ,hcqh it ,iq -be i plqm],t0..Such ;terms and condi.tions are refflectod : his paer s go, tt4 ;~r~,i[pbetweep the IDA/ADB and the several !borrowerp yw bihre i qqe

,A.I...D. Project Committee. 

DA conj unction with ithe AD-in wil ( tin e (otO t pro .. or .rbehalf ,of all the J.ender . g t he p , e of the oA~pA<-

SPECIAL NOTE 
After this appraisal repqrt ' q qopet., 1the.Anelehage reforM which A'AbsttPt a,1 >v j n ,,fae ~bg 0 f r .p~ e o 0 

rePL e in some re(Ject:iqp the 4oXIr .ef V %evi~h I~g r 
J:Qr;t :foreign exchqnge Arrct bbqe e A4 f WLer QeqATRA. eqh 

V .XIi J t 1 effec Lte g., c i . i , $e 1r ]!. r q . r,oR,be eh e . 



SuWARY AN IfEOM~4APOs 

A. 	 bLonn Amnoint: $Q~~~ioi 

,C,. 	 Loan Terms.: 

,To the )40,i~i ~~~ 1prAci QlGoverpnpit.: 	 liqo 

%,per MiAWA itra,ther.. 

1perJQO. QMiI1 rqp~ymqt qf jprnc~pa4 iw;4ti 

'misT1 l bQX l:oRnpaet I~ 3-- 1/:yab s) 
Qt ithe qndof (the ,perjiod Mil-t. tbe 

&qrchqqgemosts repwted dto '00notci !f. IAI 

cop jlkr ofIdk;Lq 
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Nwells and four compressor, Stvitlon,depletion of the exist jW reseze %vh~uh w z gjU1tt~Ln rhe 'Uouoh au.,Ie rtumuz 

A of the 

firm experienced

project will 'have three 1mqJ9r -QUtmacts..
in /A (consultig
,will assist PUSI in 

ammonia :and ;urea 1plant technology ((Tehnieal Advisar))implementing the iproject .and act as an -extension kf1PURIsown technical staff..ib4 is 'This contractor iwILl1of IDA procedures and :inanced iby 
ibe :aelected on the )t QA, \with thethe other lenders,, and ccu1neof 

-A*will !be.generay responsible 
inthe selection for 'asisistanceof the following contracts.
 

A.general contractor 
project, will ;have overall responsibilityas we1- as for .Part A of thespecific !responsibility for theof the anmonia plant and design and rrocurementall utilitiesequipment procurement, and off-site faciflities,site erection and for-
that on and construction ,worthe urea plant. ,, includiigThis ,contractorqualified U.S. will 'be restxictetdfirms,, ct.. peand selected and 

,of competitive the basis
bidding in 

on 
the tU.,S.,
 

.A Urea 
plant contractor will ibe responsibleof the urea plant on a package 
for supplyipg the coilponentsibasis andqualified will ibe selected fromJapanese firms on oprethe basis of competitive ibiddipg in ,upan..


All other imported materials 
 and servicesof international competition. 
will !be ioured on the basis

:Financing for such materials and ,equipment
,will,be attributed to an appropriate lender after ibids 'are tendered and
the source and 

(Other lenders 

origin of the .materials and ,equipment
have source/origin can ibe established.requirementsIn cases which mustwhere it is considered also )be ,observed.)that imoreadditional economic iprocurementitems would ireau~t,,may !be prealiocated for national competitive biddg.
Part B of the project will ibe implemented 1by separateand cQnStructjQa.-axUW.. technical advisorsP-rocuxement of equipment :andfinanced out servioesof IDA --ilf e.and ADB funds And oonducted in :accordanee with theIr,procedures.
 

. Project Cost: 

The total financial xequdeneto for the Wai ect tme ap$eDJiqs:: 



.hmmoni/urea Failities 
Yorelan Exhge .omi Cpuramnoyl ' peiga 

'Materi.as & Services 
!FPre-coperating Expenses 
Contingency & Escalation 
Wo k ng Capital 
Construction Interest 

,-. 
, 
8..8 
I. 

-5-j 

."8 

. 

(9 0 4 

Sub-total 
56..7riap 

Gas Conservation & Transmission 
'Materials & services 

Construction Interest
 

Sub-total 

'Management Assistance 

Total Project Cost 

Li.nancial ?lan: 

Total financing requirements of 
following ,plan: 

1"7 )..-B 

9.".f.f,+ .f .,a 

_A.L6 .4 ad. 

;$22..8*. 40.a 

90..B imi lion wLll The imat t rnu the
 

I. The co-lenders ,will .mdke cavailabie funds to the (Government (on thefollowing terms:
 

($million equivalent))A.I.R. $20 
 -4s set forth ihereln.. 
IDA -30 !50 years,, Incudix4g a _lO-,ear 

1graoe period on the Lep ayment 
,of-princi~pal and Interest,, iw'ith
interest at 1fl12 of -U,% for theinext ten ,years and IL-a,/O%
thereafiter,, available for Tmno
kourement from imember (Oountri-eB.

AB 
 .0 '30 ,yeairs, ineudUg ,an S8-year 
grace 1perlod vwittih Interest tat 
)2-0I.2/%, iusAble (o47b 1n ocountri~es
whioh 1have oontributed to Uts 
Apecial. und.. 

G.U20 7JearB,, Iacludibg ia aCrue Zr
(Of7 7eur5* Wiith Atzrm *t ./tded to amure't e Am mrit "m 
JLoft w=i~U lbe tanw1, u s 

. , - ~~and- '-
 - .. . _
 



2.. The Government Wijll coqrlbute'lO." 3 ..lmiaion ,equin~cre~,$6.14 million inassume Mesponsibility 	 4MfOr 	a8y ,cost oeruns 7~tZVhiah imqy (oocur.. 

SS -USRI will provide I million hrough (ah 	genera ons fro,existing ,Operations. 
'Thus the 	external financingco-lenders 	 to rune / Vill amount to $68 'million trom,Of this 

and ,$16.7 million from the 'Government, a total the 
amount $2.,0 million 	 of $84..,7 ilion.wil beduring the 	 Bet aside for imanagementstart-up period .and the lbalance ,of $82..7 

assistance 
and ,made available m lion oapitalized,,to the lbeneficiariesB, as follows:: 

'To PUSHI:: $())a.million ,equivalen$6.. 
t In the form of ,equitsy; 

(()) $48.3 'million equivalent insenior loan at 	
the form of a12% interest per16-/2 years 	 annum forincluding '4-1/2 years 'of grace; ;and 

((ii)) 413.2 ,million equivalent,
'subordinated 	 In the form 'of aloan,, for 16-1/2 yearsInterest per 	 at 12%annum, .with interest to 'accrue:after May 1, 1974 and repayments to lbqgIn
3 ,'years later.
 

'.To PERTAMINA:: 

l:5.. I million equivalent,, Including ,$9.'Tamillion of the foreign 'exchange, din the form'of :a loan 	for 23 years., Including 

at 	
3 years (ofgrace, 12% interest ,per annum.The 	 foregoing loans are ;repayablevide for maintenance of value in 

to the iGovernment in lRupiahs :and protermsproceeds will be 	 of U.S. 'dollars..attributed 	 'The A.L.... -loanto the senior loan to IPUSRI on terms set forthin 3 	(ij) above.
 

'J,. Alternate Sources of Financin : 
This project has ibeen agreed to asIndonesia committed through 

part 'of the IU,.S.. ,assistance tothe
Export-Import 	 Inter 'Goverumental (roup'The Bank 	 advised ,on for I-ndonesia.April '20, 19I0!,terested 	 that At was 'not inin financing this 	proect.. 

K. 	 'Mission 'Views: 

'The 'country team supports this 	prqJectA. I..D. loan. -Pursuant 	 and recommends m z1pZYal'mf the
of 	 961, as amended, 

to Section (6((eJ (of the UYoredign &asta-e aftthe (certit1cat emo(of ft e M eetrj M 	 MMA Ois 'attached as /Annex A.. 

http:cre~,$6.14
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KM. Issues::
 

None., 

iN.,feCOmendations : 
It is i'ecommended tthit ja ,$20mM -eWjn
tuMi tbrIndonesia be authorized tor the 	 the (Gvernmenur~p~se%befms 	 T 
!under the 	

and on the and(conditions set orttbh UM tthe drsafft ioam autha
included as Annex ,23.	 

tr n 

Pro 	 octCorfnuittere 

Chairman and Loan 'OfTjoer : aloon 1A.(Grifyth
Legal Adviser 

Engineering Adviser :: tany. Oft
MyStmesR((

Procurement Adviser Xames (Cooperman
Desk ,Offioer 
 :: 	 Ubert A. (Cdhn

:: 	 (Gerald L. lKamens 



1.. SWRoTDUCTION 

L01 'The fGovernment ctaked'of Tndonesja ((the (Gove'nmen ]has 4f? 45aotce in finaneijng ,a'nov 'fer~tIlizer plant ,ofT?.T.produce 380.,000 tons !Puptik $rw4J4a&J ((PUSR)of urea per year. 'The 'new Ute 
'A*&cazpacity prlaut -.woul.d 4nc2mase L1USRV1from presently .100,4000 to 48,000 tons per 'Year mW Nvoild Ibe 

. 
'built adJacent 'to 'the extsting plant inear 'Paleuibang -in 'Souzih 'Sumatra ((Rap
1). ,USRI is a Statce enterprise Vho'e.axitng :plant y owned Iby the 'Covernment. 'Theco1sifins of an Lammonla .'andtureathe bank of the iunit. 't s 'sltuated ,on,Mui river "permiti'ng oas"al iand,of its output. luter-Ulanil 'hipmontsApart :from some 'start-iup lhelpwithout tit :has Ibeen Aperating largelyoutside asisj.tnnce and, -over idhe pastexcept for the ,ey ears., ,at nearfirst !half of ,eapac.!'.y.,1969 kwhen production swas .reduced Aue to itedh'nical difficulties. 

1.'02 The Asociation itherefore &greed ,to (the 'overnmnt's request th,the Bank group take 
firming up 

the lead in iproject preparation and 
t 

the financing: appraisal and into this end=mnt Bank the Association,(ADD) and the U.S. 'the Asian Davelqp-Agency for International IDeveoopment;have workecd closely together. ,(USAID)'In May '1968,mainly to make a preliminary a-n IFC miusion visited Indonesiaassessment of tthe 'availabilfty of natural 'gasfor 7the project. IJue,16_undercomissioned John -contrac~t %with1USA-D,van -dr 'Val.k ithe kGovernmeritand Associatec.make a feasibility study 'a'U.S.. consultng -firm,of the pxoject. toThis study I/April was -completed in1969. Subsequently a joint IDA/ADB'project in the field, followed 
mission made an appraisal of 'theup ;by :another mission1969. Also, in AugustSepteriberin July., the Association reviewed,of the gas conservation in 'the 'field the 'feasibilityand transmission -project. ,AJapanese (mission exaamnod the project in October/November 1969.
 

:' .03 The proposed expansion pro-ect consists ,ofinewL'e.C with ammonia-urea facilldaily capacities of 660 tons of ammonia'apectively, and 1,150 'tons ,oftureaand is to be built re
size was chosen among 

adjacent !to the exis:ting iplant. 'Thisvarious alternatives plant
appropriate in the light of the relevant technicl., maiketing and fi

most that )had lbeen 'oonsidered as !bhe 
nancial considerations. 
 Natural gas-the southwest will f-om ,oil and !gas ifields some 115 !km.serve, as for the ,resent to
production as 

plant, !as feeds'todk for ammonlaand fuel. The igas(PERAMINA), will !be imade availa ba Government-owned _eP.JN. ' .erta."jna'oil company ,and ,N.'V.leumMaats cha.p Standard \Vauum'elo-._(STANVAC).,. a joint vanture :of 'Standard (Oil Compa yJersey and Mobil -"Oi1.' BohIE~rAMINA,oil and gas fields aind STANVAC 6'nAfidin 'the area. 4kprate *xtenlJ~The Association,zing and -ADB,,of their involvement from )the lbeginin 'the proj ect,'to preserve for future use 
ihave %recognzed the urgent need 

,and 'STANVAC fields 
:gas which is ipresently flared 'on the ZERTAWAto the extent that an economicit. The iuse ,could ]be ,fadforproject includes., therefore.,

'facilities to bring the additional sgas 
inot only tihe necea t UWN01*4141fa 

to ithe ortUt.iser iplast IbUt 4"Vgas. Lconservation scheme,. 

,j •leveinf~er aveqewed it ae he tanm 
 'akt
 



nI. 'THE 'F"', ZE1R.1~g 

A.AVIop1I'-re in Indone sla -

1.01 Indonesia is an ArchipelaLoalong the equator. -Some 4f lmre tth" 4,3(001i000 :of these -islands are 1nh iht!e!,'too small ,or too the veaebarren to support 4a ;ppujlation. Of ,a&'totlabout 180 utllion Thectares (ha),, land Krea ,oabout 18 million 'ha are cUumder tivatol'thl root is covered by forests or :ungi2, is 1moutanoua (or 1 uit-up. 'Wti'h4:the exception of a relatively few large estates (ef, togeiher.bbout aone

,million ha, most of the cul'tivatedi land It,extensively 'sibd ided withcost farurs working less than one -ha.
 
2.02 
 The country's population is approxizately 118 millionbean growing at and hasa rate of 2.4%.per annum. About two-thirds of the peopleare crowded upon the island of ,Java, which contains 'only 7 of he land
area, making it one of the most densly populated areas in the world ;wiIh
almost six persons per ha.
 

2.03 
 Agriculture occupies perhaps 80% of the population. 
'Reliablte
statistics are few in Indoncsia,, 'but available data indicate that in168agricul ture contributed almost half of the nation l,income 
vhile manufacturing and t.ade contributed :slightly 1more than a quarter.
crops 'The :principal
are rice, maize, cassava, groundnuts,, soya beans.,tobacco, coffee, sweet lpotatoes,_rubber., cinchona, pepper, kapok, fibers., ,coconut tproducts;,palm oil, tea, sugar and indigo. Rice Ls'by :aIts cultivation occupies about 55% of the tota2 nrea
to 60% of the count.y's rice is grown on Java, *.Iere 
n ',ood crops. Close
 

'practically every 'hectare of usable land is already under cuitlvatloincrease in agricultural output will 'have to lbe 
and Where any 1mnedisate 

obtalned largely !by moreintensive farming.
 

B. Past Connumption of Fertilizer
 

2.04 Statistics of past consumption in uOnesia of nitrogen;, :Ohsh&and potash are not precise, but itt is evident lthat there 'vor consistent s no si'gniftJtatincrease during
der Valk 

bhe 2960'S at -lea'st 'p to 106,748. 'Vh vanreport has estimated that, over the seven--ear 4proAto March pri1 1191968 1/, yearly consumption of the thtwe erdilier vdtrie6ts 1 ha'averaged:
 

.~~/ Fertilizer year: April I thiroaqA 4airh 316 
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 4 o f the o r o~r Lurea with 46t -1 mayrice OznX, a tve been aP' 1led t rce. 'Sca an d average ~ Ot~0 1 i ~ l f t0' ± .oote 
-

' L to of 
o e r 

ri . f er t t r, n repeerper ha"(se__qte 80 that the. cfe':_,: 'am. 
 o f- iZ;aticaa~on 
. ; , yh ai 1p n t ..ortilm - '-=L'.j' n %1:1et q rocc- ionjiis pon nt e
*"'Ormationo'.... 


, .'rp._.ome .. . to n s * Cr~Of"h45 ,'0 0 0 ect ' ,s om~ 7 - + n~tull~ ~ eun ....... Yates t i~ '' t ' aahs+te~f+ m ''
 ....,e . t tph: . .t .yerta teonrdo..... p a rf aional varleit ..6t.aofad .tonll Ai' 
. r- theh cond.......
ot'_ t os then pl.........
>i_'r"ice, Qne existing Thc~ton of lti<^ a'nt .p4an _... n,......
 o..me or one 0uabetont ofOns fert ilizer Usage
,tt milledr produced . r pro.u eoally about tof , Was half a t approximatelynlcrease'inr Uttioon 1 millionrc produc ed.'._very+ o w 2u on oprtionl ofpl 11,11 he pote.... .. .... : n 
 .tal. e .a ..
 ua t r.i b eb. ...rf er 'Li" r ':t"_eeg......¢,
r~ze 'utOf ha realizetos 

2.46 Under thefertileImpetus ni Governmentah., .arret r of Governm programs described 
....,.rave trogen consumption n later parabeen is graduallyin l968/69. about increasg,.in..+. 86,Iowver,. 9 1 / How 
. tons' in 1967/68ver not and4frea. ' ' ''all'lt of the n0,000 tonsSome ar ' 

1, fertilizeron:-,..-' : ' -,. ,",u"e nit7 
present .1 t '. n0he fonrn L oastocks of , , n_"-o nurea U--th
 
1id4tiOnl In 'e .. 


are repored to be 
d . . . 

~~that . of 3 •09,"90urea~ part thp aprn 0 t onoanrea...n.-umptien ofofn apparent consu ......... . ,hO 
h

for 1968/69 'itiveoy.A to e, antnis therefor Ihalt80,ou and3 estima ted to0
Pale con 
2OO, ton Da" lave een betweenut. consumptionto Is ta fur theb crop yearsum e xected to ,6 / r
i. e-.ect, X .969/;,-o yI"t11.!a aP~.'......^ t. be approximately 24,009
cBunmPtion '..s.are not-yetcontinues aailre"s-utrts
. .. aut about p,.-,. one."hj-... rn ....,Y.2Oq.ton."a~u&umf' on, .. ...... os-Ir ly restrit n,+i!, -.ey - r " . ote ' h' ' 

. . .her than... . .
. r.,,e, h.a
oThere seems, tobe-- sitle ria f rf.a l .. ". .... ,m , .O 
-neen.. 

l '.a.n enani . 
nc e7 A

oA.t n" _ "
 ,
 
. rcsent and FutureRice kroducton 

2.07 
 The level ans ,quality nutrientsKorld s t and ar ds in nd . .. pit aca l ri A ... per .an rn . . .ag capero ci a a 
 l ...
rhaz'ae ' h 40t - ,...Is i u.'ding' h a , 0,.,,-,
l_ -74 . . iT - ' ' - ",aWl .he-cYe ar . ..... a.... .. - -(. %,L... I IA ..%Ui _an 'o grants of' -- - n. - he er, ,A- rr69/7 o .... " , -,,t t ...
if,-T-,,4-,.,.. b 

n 
 increase tp 
 it
.... A ..P..i z,. .the sare o tqnc 


,r , the ukelfws,' fai 
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* ''MI LA.. 

, € ck'°pduteet Ecothoa 
 t e rcor d t
 oeary or9r fasiblo. A oro reauetic rt 
oiatt .vth4n anr~up ppy 4 c4a comp growth of 2%, an income aolaotkc~t,O. ,ea: f.....r 9.. AO a pp,.ation increave qf 2r.4%' per year t l

b _.5 milion tons m d rica in 1973/74, or an increase of 3.2 m 
aip,oeovar 1968/6Wthe 4put. ra ±ceeo . 

2.,99 To attain this level of rice production vthil the time envisaged.l requiire the uce f ±oldin rica variation which need ;o irr -' 
baton nd umts 'o fertiiizer. Such vric.tio- are already, ubstantia. 
ibe!~g introduced under 'he DZFd$ and progrnvS , describcd in Annex 12. 
2.9 About two-,hirdq of the rico land is irrigato. Many of he 
irrigatioa works have fallen into disrepair. Their r'o abilitation is 
au~n thka impan t-- ±iraising rice productiop. Access roa, 409.,
1 ,4y 'cd '6terioratcd ,_ubatantitaiaily in many areas. The Dopartm.nt of Pub4c 
Iq.ks intands, during.current t.q Fiv.-Y.ar Plan, to upgrade some L,k.1
of roICd and to re condition gqq.thpr )X280 km. The' AO 1t~6 ad ~ ?"ao co far n $1illion"m (including the prorse' OAP million XD 4 ±r9r Datiluhur irrgation) for .'i.etaton of ,roads and i9rrpigat,
f'a ciities and further p'ojecto are in preparation..

. .FutureDn-nnd for F t lizor 

2.11 Vartilizer usage in- ndonosia is very Cinparcd toovto uage# n 
some.other rice producig countrics.
 

FortilizerConsumption in,Somo Rico Growing Countries
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AR41 c peq.t t9q XAR~vo 4r 41 c~p Also tho d'ekegtL~ Alke~~~PF4~!etIzr~ A4 I A , rec~.~ 'hib~o p has .bogn qwvor p 4~~ ~ rUz ,PK94Oatao &LY4h44 tha Iapkprqup h4ap part~c4P4LtoOI.
 
:9.TAO Covoirnment A.s 


ta 
aware of th000 Ob~tnclcsa eAO a -number of .polUCr-,cc±ehebe" caIvgto' C'eqncortcdt~ program designad to#Y!oFsqm 'thorn. T4e 1 9F ~pP~qto jof9r thia prorai deqcribcd i n rore Ao-

AI to~k Ltat~ g a/ lea ~ f_nomic Repo~rt ra o~4~~uppgrt +X4"c~ .r ,ceA ±m c cq ,tmpoitaton of puhoing progra it
 

;P9VO~e~fb~t ad lnst; utn;xq ? ant 
revrog abam~~or ~~ie 
 Ae ~ op ent of Catiefacto ry4$ ;kpz1±~ .Q~apozram for jq~g 
 oao rdico 
nd diatr4~o-t.in of thietue aceds;±m~~ymcnt9fcxltansdpp 
 aervices; and the rlabilitatt*n, imr'qV.ontotZI ~C-'pancion 9f irrigt,opi, tcanpqrt, procesing and aorago faci.1iti.
~ to~opol~c ci~9n 4ave boo'n talrqn, imp lamentation, of them hasiju~ctrtdano -moclt of #he york yet rmaizIG to bo 'd~ae. 

2.47 ,The GoyerP=.nt cqx~o tha iAaoocintion have agrcdc that,c~lzrStudy a Natj~opitlLa neaedd ;o provide
r~lorecozzen 

mocra dntus on-tkot godpQ.3at-on ,on dictribuion and marketikc& of fortiizars,mos~~9t #m~tLt~npl',mntatior acPof polIlcior, tq provide ;the fairmerthe f wit~bo~n S~~~n e.fertr-4. an incentive to uoowFl,4.bo f 4,r .A 
it. The t 1dy4qO 1.I T, qq nklic Agastance PCrqditqquvajonr mado ip ,Pecpmar, of $2.Q -milliqu

i9e
he Govern -.4% has obtei~xqou;tlqe conq,41ting f± a 
offers fgs and_ t otuVy.La expected to be completeaVpnrt 9f19.During %egqtiatioa3a commitm~ent from 

;Ln ,tqhe 
qa the Governmqp,tokainqd to uz dartake zi]d 'comrlete thio National F,~XtCYnimplement its roc aqe t. on as agreed be,*#1Gth ovrme~ and the 

2.8 Obviqualy Lany ri~pL otkc foyeclani
must take 

of future urea qqpsurnpt~on #n± q aesount pracent constraints andLtp 9yercomc them. thci ti e raquiKe~X;s. ypry d1ifficult 49 quantify with any degreecertainty thear effect 0~on fdrt izar requiroments of j6QQ.OOPrtiatd for 19'3-r74 (2.12). 4~ Qverctno 
t"na of uX~4# 

_ draws pen depitia urder-se of 5c Ra04Y ue t o anof xqQo lrge a plant. Ani uqdar--eq1t±jatpp.y gdavc te Aae ~ n~~v~9rn pce re ~~ erti.±zoF plet~~F~~ hta dat6~ tee~~ thfer n' ;xtkra~o)Q9Xl 4e ;z9ko 
~ii! 4. c~te~s ~ AJ ~~ th ref~ e ~c nc ,ded ht ~a l conar t~qyo
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j[~~~~~eA t9 Aw~epoi & A.~Pcca ao ge gij'~kV'pX' r4Ltp Qf 3.% tw 4 Le~~ Lo ~ vi ro '4 gr u w jj r i cquntr ie a~q qc h'&D i t ~ ; v c % e~ 
rar f 4 94c~Xt O %Z Pe r- .ye ; r l;APA4('t I~ ~ ~ ~ 4 g o i ~ X ,ittxLe S1niro-genp (a~~~Qfl~u p p,~ 41i Y* 41c 

:c ex'pej~o ~nX%~4k per -unit of acrqble I) th 4b v Y Lt~~~~~i '(rIlQC~~epc~to be qbt4ne. 

E.rne~~ Pr~D ucton )fNirogenou FertiLizer 
2.L9PISRIZ ;C eitL AaIP 3.eanti~g an progrRP ~Iefg,~~ Y Of i±tp p oy th4e Qpeppr4eC40,tP p3..9,;kP,t from 8 Thke progrg ip expect~Iothe C1rrqclx 0.,QQ 'tola b4 'A~4tof urea LO teraedcpctyQ;LoQ9Ap~ !by 1971/72. 

2.A2,Ql~c9Z~ G Vor~ t-o n 
n t r ogc flo~p~t~e QKIM A f er,ti -X tzcr p n , :sQ~ i'PET ~ , 4 Y the p roduc ~q0 l of preq;Oer Aqps~tr~ct~qn pReay §,rpqbaya n~44a mti z~ ~ ~ a ton
3.9 .0Cnstrguct!4o I#AvAO #n.4ve fq; mp.t, 9 ibwas ptcirtgoYX cucy'auced LX .94 b A tain 4Lterr POPtiPP. Wqzk k o oc 
ACPX P.4at euI~ q4agbtrogrsthe pXikic p,wi3.1 "Comrqce lqqmcrci~1 pro4tctp a in ~~ .7. 

ThERKj~ pla'nt, vbicqjhpRK9Ses op hecavy 'Wes the S,4ie3.3ft~e1 parxtial 04494gii Ieoki doiugned for Dp~9F "klia Cnrp~citY
C t rw 4 y.Yr-c..le o qbtaLi tha t ellen pAli t ggo~ ,dt9c ltpt 
' x.; e Ope; a# q i p"PAPr t4Xqqp l,73/72 Fou,4X~o up p4j 90~,9Xt91P Of 'aea Ar4 he 3wt 

.04fte (equ ,%va Apt 3.2,90 tono 9'u4PX 
LAQ V 9,99 ra f~kd,~trn f,~) Qith~

hA49~499&4t, P~9lco,4Ak~. '41~ 09 urea _q,u4I 4 g pegpp, 4in4 t1e .~9L ;q pmp.OpX The Xt~b3 a1 QXpoepptc~vtIAY't YjP t4e qqajiyT i" ,eStia~e $iyep # 2.3. o, ~~~r 9 .o 
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thMb~J~ co t o thep11 cn.KqM trch p~e 
tQi 

*;Prj ~P!Ptklp4, ~ h'e been1 q;I the Vr4i~rYa;WX18 
of :$ 4 ;Lo :4ot the t~,re of 'Coh1petJoll 1 f e c ~ ~TYe P12kvk v~ ' a~~~~ by u.K. Y'e rg

WU~~.rQwir(US., Corpoatioler 

3,Q2 For 95or-,up
*6*U5 tfllce of 

andJ for Co964ercil VOOKr1t;Loma the CompA Iy lithei~a tibrorq& '~MariLbeep operating Ja&rge~Ly madler Indone 
1L965 ,b~ut thereafter i± Ahe

Lev experiepcedI ~ in the Vv.pp )r of apare 
1 eopt, tile ifXfcilt

#t h gh rates parts,, tile plaint hapof vtlzto beek prodI~c4.
firs~t Nhlf of 1969 

(at 95%. of 4~eaigu capacity) except Lnwben jueqhnr4 problemp tbip
Pxod;ction for few 

u tlhp u1rqa secto -Itervta weeku .has been effect~ve.. .Ur44 
Pilait mp.ntenane s 'good aoiaUp ipac~e plant mq,(mMn mvlti-w.,moawt~y to Jav& fromp :Pu$A.V' pier 

paper !b~p axid v~hppedIon,or :birgea of noilgally 
the, IMupL River ip srnl -coastal youeIvIleop t han .2,000 tone cgrry~ug capacity.


3*03 The plnit q smal1 by
rnoprecsoors present day Vtan44irdsin it's tuwg AM01i traI4p .and ga$ 
And uses recpraPv~

,au qqnyiresor tone8cnerate4r'I.Ves. dTe~~esign concepta power gLj
,make the 4 iLplant iiiherptly A ;bigh-ec~st Pr, rejat4vely .aollr~sqcae t m 4 Lrgeplanto employi!4 g~entrifu~ga Compreo~rAs WAS muentioned befo're,, tbie p~ other Moderu tholp
aLapistAnce, Compony I's -now iujpq~tU4 pro.&r~ to further 8 , Wit~h .okitsUeimprove opjr#,;Ljw~ *D1;hke ratedi capacity 100I,090 tqns AI~ 4of toper year.
 
, U PastFinncial
Results 

' 

3.04 The inflation io Xnq~ A1by qmore than one thoueaild t 
rgdt~d &be \yglmie of the RpiAb.mcaxneceos±tated s.ingg PJSRI .*tartd .oper4tiqon,a nmin er of ~rv~a~ Aud k1*DzaXe45ifuj- analya8 v ,of of the gompRvyOp Aw4~eW rsc1ep~irc± vta,4M 4ipproimation oQf te ~ 0.* owvrits hb~ptor cvAnne. 4 qsumerjqa perfor aUe .1149 lbPIQek Atpe4be approg4m6Lt .c -aAnneXdPVQ74tI~n effet~c of jro-1~~non the bool y4lke, Of AMe *ad zCu"eACYP~~iok eopny"for depxec; gtiqi aA4 ~.*Vt '41 the f "' f~YLZQ~rjA he Ipau .1i0 p p.w ktL
xi P Sitemctitv of ?"U kwvxe zov-r .4u~k by U4J44A MuI4$XV, SU 

low Aw"W40.9t 
~ I~ 6 "r~14 ~ i~~ 
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'401pe~i~o Pr A "Perlo4I qf S tto .12 'Yeams.. If iIVSRX',6tdJate£d ,on the bais Of ,A Acoaunts kvezre to The£O year depreclatipa .peritod,, JUSIfUct, haye hci aould,, ftJ.90.SS ft u C t Years, kril-qriy . .onuibl'e for LUIORStct.tr7y QPCrcctiQ$Is MM 1.6' Mrce pr:cjng polipy ander iwhich kure.a -. ao1d,at 'et price as low Ae A~. 2 -. -Per -too f00($67.50xompar~eon, Prices Y.:A?aftbao&. infor iLmpoad ure Pct..Djakarta have recently lbeemxLn :be tween .$78 and :,81 per ton and average e:-plaut prices in Europe.Rnd he *U,,S. are ibeiag gu.ted at ibetweep $75 and $80..U 'Mo.ly oWtivae(d 1by the (Governmcut'v desiLre 
'Whle such a poiLcy

to 'keep rice prices at lowlevv2lu, it is .4t vc.rS nce .th the igh coat structure inherent in :thepresent operation .and hav thus been clpreosing ?LJSR.I' proflitability. 

3.,06'. 'The =mupara.tlve ,balance ,aheete,JuUC 30, 19,9 and January 3;. 1970 shown in 
as of December 31, 1968,

Annex -5 reveal that the company1h"~ inUtaino)d ,a l.iquid flua pocition..June 30, 1969 ,b.ance sheet Howr, included in thewere materlals 
nonn-current and Lspare parts which containedAnd obsolete items. Also, net was.hooie due to 

the plant overstated ,on thethe inadequate depreciation
,adJustod these 

eharges. PUSRI :has accordinglyitems downward at ithe year end to place them on a morereal otic basis and ihas also charged off deferred start-up expenses..ompany now proposes t o 'The,charge depreciaton at a rate to fully write off
the p ant by the end ,of 1975.
 

30,7 As 5Up. 17.7 bililo 
Anex indicates., the Government's initial contribution ,ofhad been revised by June 30, 19,69 to -p. 17.7 ,nireflect changes in ,U.ontocurrency denomination. In .adjuvting its assets .asabove, PUSRI capitalized the remainlng portion of its revaluation surplusso that the capital account at January 3, 1970 stood at Rp.. 7 billion.of. that date, PUSRI As,had no long-term debt outstanding; the foreign exchangeloan from the Expor.t-,mport nek is a -direct obligation of the Government.and all paym-nts of prlucipal and interest ihave beenment,. Tere have 

made :by the Governnever ibeen any distributions of earniougs on equity. 

C. Orcn± at on andManaement 

3.08 The organizition ,ch~rt of PUSRI is ,attached ,apresently employs approxiriately Annex 6. P $-II,500 people of whom somen -production. About '50 imembers -of staff have bean 
.800 ,areengaged 

trained abroad, :PUSis Spenerally ,considered as one of the few industrial enterprias,nesia thr.t i well .managad. It Is -expected 
in ldo

that ,* ;maor iportion of,stff requirments ,of the the new plant can metbe out ,of the existing laborforce. The €.owpsny does ,not Aticpate any ,difficuktie in obtainiaS thevv.pplemental labor as :zequir.ed., kCertain masure. to aspit R,I/. ImapApmet in carrying ,out the exp.vvion !proect are discussed In p rAgraPW.5,11 to 5.14. 

3109 an erial zpponsibgitt, foar =111.e~ 
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- 2.1 __ 

L .0 IU (ordev to Improve the eff iciencyto put it on .8 eounder ibasi., 
of the existing operation a"the Government decidedPU5RI into a in 29,69 to convertlimited liability company (P,.T.G.) to be regulated,commercial code aunder theof ladonasla. 'The conversionWhile ithe new took place in January 1920.company will continue to be owned falycharter has y_.The Lstate, thebeen generally drafted

sound so &a to !be conducive to efficiency andcorporate structure and not to preclude future.However, there private ,participation.still rem'n two cla,3act of common shares with unequal rights
ad, to remedy this, it was agreed during negotiationu tocharter of PUSRT Lie remove from theproviions relating to priority sharesthe present priority uhares avnd to convertinto common shares having samethe charActeristics as the existing common sharea of PUSRI.
 

3.1i The pro posaed managerial structure of theDutch Corporate practice new company follcawoand provide. for a manatztF,.:ar, board and a supervisory board. Responsibility for dny-to-day operation will be vested in
,the m.nagemt:nt board (Direksi) which will besupervi.ory board, (Devian Komiu 'ris). 
subject to review by the

The m-nagementa President Director and 
iboard conuists ofthree directors, whereau the supervisory boardwill comprise a chairman and four members. The respective board chairmenwill be appointed by the Minister of uponFinrance consultation withMinister of Industry. Other nembers of the 

the
 
shareholders to whom both 

board will be elected by the
boards are jointly responsible. 

3.12 PresenLly the management 'board comprises Generala retired military ,officcr,as President Director. 
HI. lacan Kasim, 

dent Director of the company since May 1966. 
He hau been the Presi-

There are two other Directorsworking under hiz supervision; Mr. Dalil Hasin, Financial Director, in
charge of finance, accounting, sales, purchases, and administration, and
M. Kotan P&az.nman, Director in 
char-e of technical ,operations. As the new
organization expands the Lhird 
amber of the management board will be
appointed. Appointments for the supervisory board are erpected to ibe
shortly. made
Assurance has been obtained from the Government that appointments
to !both the boards ,wouldbe made in consultation with IDA and ADB.
 

I\V. ;GAS CONSERVATION AND SUPPLY
 

A. The Indonesian Petroleum Sector and PERTAIfA
 
41(01 
 'The Indonesian petroleum sector is operated ,under the supervision
,ofthe Directorat.e-4General of ,Oil and Gas in the Ministry -ofMines. 
PZERTA-
INA Is a state enateprisae and is involved in exploration, :production, zofining, sea transportation, local marketing and exportin.
operates in all major areas of the country and runs 

PERTAMINA 
the 'formerinstaIations of :Shell ,whit
, 
were taken over by purchase in 216*5. 
 It operates
six refineries o.hich provide ai ,of Indonesia's refloed output. 
ftell
vznues to supp27 t.chn.ca. aasistacce and paiticgpaain laetraatlia4
zedot~i g, In 1,9,"'YPWAKIj*s -output of crado oil amounted to "aM151of tot&l Indonesian production and it provided 101 of Sra .i eWeavs.Gnas ravsa fxtoi eL.vers About $0 zillioz. 



PEZAIKM4.02 19 also the intenmediary
fs9zsu Vil betvwean the COemrmemt andCompMnem. Two theof latter, CALTEx IL/ andinder 0-called vrofit-oharing contracts, STANVAC w~rk 

MaWMU. Other Companies, 
-or under cogt-sharing aTaA8Mof which VboutIndm sia since 30 have atarted .xzloratLn is
that time, are operating on a production-har
Al azraimgements beiveen g basis..foreign oil companier and thethrough PEPTAMINA inuclu ing the 

Goermenat are imadepayment of the Government".sf1ts or production share in profrom forei[gn coulpanies'for he it.s own accounts in 
operations. PERTAMINA thereforeign exchanre bothalthough in and outside Indoneaa.It needs the approval of the foreign exchange authorities for
Its foreign exchange e1qenditures.
 

B. Gas Rncervn Production andlUse in South Sumatra 
4.03 Oil and natural gap haveprior ro the turn of 

been found in South Sumatra sincethe century. While ample data on knou oil reserves;have been accumulated, little haD been done to estimate gas reserves as
fen,7 uses for gas other than for fuel andrecently. oil 
gas lift 2/ have existed untilTwo and gas producers are act.ve) an in the South Sumatra fieldshae aoered 
 Southdeveloped in do anndthe 1920's and AdditionalwerjeZarid to ZTMVAC leases in South Sumatrain 1969. In latePladju, near Palembang, was 
1969, STANVAC's refinery atsold to PERTA IINA, which'here. Gas from STANVAC already owns a refineryfields will continueand to PFISRVs fertilizer plant 

to be piped to the refinery
at Palembang (see pares4.,07). 

4.04 
together produced

PERTAMINA and STANVAC overCubic Feet (SCF) gas in 80 billion Standardof 1968, of which 60 billion SCF over 70cent of the total - was -- pereither flared immediatelyoperations and subsequently or used in gas liftflared. PERTAMINA'sreserves flared gas and itsare a potential source of Eupply for the enlarged fertilizer
plant of PUSRI. No gas coservation is presently planned for STANVAC"s
field because no economic use for the gas ia in sight.
 

4-0 As of January 1, 1968, net proven reserves of PERTAMINA and
STANVAC amounted to almost 760 billion SCF of gas of which PERTAMINA held
540 billion SCF. In addition, PERTAMINA has another 132 billion :SCF ofdiscounted probable and possible reserves.
PERTAMINA's The requirements to be met byreserves are discussed in paras 4.07 to 4.109 below. 
1/ CALTEX is a joint venture of :Standard Oil Company iof California 

and Texaco. 
2/ Cam lift is an operation in which high pressure Santhe tubing-,casing annulus of well 

is injected nLa a for the purpose of -aid4g the fiof fluid throubgh the tubiAg. The ,,gas enters=ore ceck valms the tub,1im tlhro&h am orand helps to lift !oil by idecreeamthus the ve 
. i its.dowL, 7thze the fluid column An the tmhL*. 
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t.6racted to svppzy 'the rq t s e t a .f the 45Ll= 
bU Pian 1- Its 2,t -tebl a Ir e ar. Currt TUSRI -use isYar and may .e epected about A.9 Ibilli SY perto Increase to 5.2 ibiljlon SCFplant operates h the £xist:ft'at its full annual capacity of 100,000 'tons ofis urea. Itassumed that PUSRI"' e;UKi±tg p1nt.-uWll cease operations in20 Years,. and STANVbC should have 1983 after no difficu ties in meeting its blga tiomto ipply the required gas until that date. 

C. The Future Supl' and Rguirenmentn of -G- From PERTAMINA
 
.4.107 
 In addition to the gas for the fertilizer plant, PERTAMINA willhtave to provide gas to one of its two refineriev at Pladju andusep.. An allowance uust for fieldalso be utade for now uses, such as for electricpower., cement, and refinery e3.pauion, although most of these are not yet,evident.. 

4.08 The followizg table summarizes the gas demandsraw on PERTAMINAover the 20-year life of the proposed project an estimated by Bank staff:: 

Summary - Raw Gas Renuiu.enints (PERTAMINA) 
(Billion SCF) 

Annual 

TotalRtequiredfor 
 rate 1969-72 1973-83 1984-92 1,969-92
 

'Pladju 'Refinery .4.33 17.3 47.6 39A0 
 .103.19
 
Other use .5.94 23.8 65.3 
 53.5 142.6 
Compressor fuel 
 1,.14 
 2.0 12.6 10.2 
 24.A8
 
New customers (1)) 
 - .7 18.5 41.8 _62.0
 

Sub Total 
 44.8 144.0 144.5 333.3 

PUSRI e:pansion
 
(380,OO0 tons) .8 
 129.8 106-.2 .236.0 

'Totals 
 44.8 273.8 '250.7 

(3) Based on (0.50 biion :SCF per year in 1970 increased by .3$51
and .11 1per year 

peryear throuh 1983 thereafter. 

4.09 As can be seen. total gas requirements from PERTAMAVrd 19 6 9-1992 for 'theamumnz to 570 billion SCF ofserVUIvely raw gas. whefgus ommassumes that PUSW". expansion will operate at .aztlthe autset %UE-kfm , to v kaly. The estimates 
cm Vpacr

also assum tinella-Matla of W. flar~~by ? AMINA through Cle aperatma *fatesg. The present peoves reservesg of '54(0 ULU=±o Sa plus 
a 

4 
c as 

m 

1569.3 
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vPwbab~l atd Possibl reserves .4bdaate to 24ppO t 
of 132 bill on SC aethe pro ahetotqdeem aect during its assumed 'economic life.4.10 Additional drillng required
Will 'Provide added to deliver
bsic data about the 

I/ the reserves of gasdharacteris tics. formation ,of the 'depositAlthough drillint results and itsa very favorable discovery in theexperence, 'continued 
area !have demonsratedaddiIonal drilling And dell.verabiliiy 'will 'requirePERTAMINA willin secure'a uection wi.h the development adequate consulting adviceances to this effect and operation ofwere secured its gas field.. Assurance, during negotiations. With thisPERTA INA will 'be competent 

the 
assis;tto operate gas project. 

D. 
 ,as Conservation andTransmission 
4.11 PEPTAMINA gas fields produce high,'iUgh 'pressure gas meditintis now used, and low pressurein part, for gas.mdium Pressure ga. lift priorgas is Used for some of the "in 

to being flared;
field" requirenmnts;while nearly all of the low pressure production is flared immediately.conservation (and compression) project will end PErTAXINA flare and thus
 

'Thethe waste to the economy resulting from the flaring of gas.
4.12 

as 

The whole conservation project can be visualized schematically
a ring of gas lines connecting the existing wells and with four com
pressor stations appropriately located on the pipeline ring (Map 3):

,pressure gas and gas 'exhausted Lowfrom gas lIft operations,go to the flare stacks, would be compresedI Lo 

all of which now700-900 lbs/sq. in. (pounds

per square inch) and discharged partly back to the oil wells for lifting
oil and partlymore to the transmissionries and at PUSRI. line for use at the Pladju refine-The transmission line is 12-inch pipe operating at 705
 
Ibs/sq. in. inlet pressure and would be
annual requirements of 11.8 billion SCF. 

more than adequate to supply PUSRI's
With added compression the line
 
would have an ultimate capacity of nearly 60 million SCF/day against PUSpJI"

maximum requirements of aPproximately 35 million SCF/day, so that it will
 
also be able to handle the refinery requirements and probable new users.
 
Diagrams showing -the operating of the compression aud distribution system
are given in Annex 15.
 
4.13 
 The project will confer a benefit on PERTAMINA because the need
 
to drill in order to find high pressure gas
oil will 'be deferred. Without the 

for use in the production ofPERTAMINA's high pressure 
conservation scheme and further 'dri11gas reserves ,will betherefore the purpose of this part of the project to conserve ,and to 

exhausted in 1,981. It i'szW.ulate the flow of bigh pressuretilizer plant and 
gas into Pipelinesto recapture for iuse in the fergas. This the -gas produced with oil asgas will be recomp..3ssed low pressurefor gas lift. anex 

syse 16 describes teand provides detaied capital and operating cost stinates,
 
Il dverablUfy 
Is the capciy iof reservoir'IrtUSd VeUv to 44eliver S" t~hwetqto =be 4Wy diWto iaeds. 
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tiam
A 'mrigabe
"tem ,of c.onstruction(of '3,0It 30 'aah bivapower and ndicates ,that ,the vorplletet he 172 kin. of piping 'can :be
finom


UZ6 m a decision is puts be made to iii placea o Proceed with the s8heme,TOOsPoer n 'conservationIs insalled and can 'begin afteri's that gas 2,O9bot-bult flare willand will e when the systeM is be reducompleted.
E. 0 4sh Systemti 


-Co 
 and the 'Pr±ea of 'GasThe Prfnd.P1f :gas n Proportion that the full cost'to their needs of Fas shouldZaton of this is a fundainntal be paid by usersprojeC. approachPERTAMINA :n thehas accepted, the 
The lenders have therefore propised, and 

or
which creationwould of abe responsible ncw entity withineth~l. Urs 

for all Pif.oject PERTAVINAgas operationsof gas handled PUSRI
for the 

by the project W:ill sign and 
reached gas they rece.ive take or pa. contractson this point throllL~ theconclusion and on a pricingproposect pipelineof suitable gas forulU during Agre~ement wasa purchase negotatons.contrt The
ef fecti ness. is a condition ofa io loan 
4.16 

the assets, revenues, expenses 

The entity will operate its owQ set of books, segregatingandrelated to gas operations of the 
lojn service repaYMCanttrarission project. accountsdepartritent will have 

This gas compression andexpenditure itsaccounts. own balance sheet, revenueand transmission will be recorded in separat'e sets of accounts in order
 

Revenue and ependlture Pertaining and 
to compresionto segregate the appropriate charges toa proper audit. PEKTAM NA and PUSRI and to perm~tThe financial forecasts 
arc given In Anex 16.
4 17 The 'gas supply project as a wholeleast a 12% return on v:ll operate so as toinvestment. 
Little or no earn attaxable profit will arise
 

from the proceeds payable under the agreed gas Pricing formula. 

proposed investment is entirely financed by loan funds with equal annual
 

Since the
repayment of principal, and since the
depreciation 

debt. The price of gas is set at 

terms of the loan and the period of
 
(at straight line) coincide, all depreciation is used to repay
full operating Costs (including 

a level to cover interestdepreciation). as well asdecline as interest payments On The price of gasdebt decline. will 'husto determine accurately in advance the amount of furtherinvestnt in
 

Because it 
.snot PoSSible
drillig to maintain gas deliverabilitty (par
allows 'such investment 4.10), ths pricing systftprice of gas,, 'o be amortized by an increaseand '(quite Probably, inIf additional Without the thenexceeding rulinsgas Consumers theare found, PUSRI's 
initial gas prtil'e,pricePortion 'of deprec~at±n and Operating costs are to be borne by the new 

0 fnsumers. will decline sn. tAs the 'gas pricefERTR to new usersM-NA will may exceed-L t1lis event, show the pri e to T=M,8Ialarger profits. 

' e4p, o as& to N S46, uhd~e drligr costp ice ~ ,~~h as~ .~ t as is -indicaeedUS aad zthe -proposal woulA is
avar&"g _ 

http:Prfnd.P1


POT )kft j/. durlag the 49ssameA '20 years of operation, ovf thexpnVuat. 'The prie vouladeclint from an initial 20¢ 'USlEcftto aboutl2MM/1Cft. If levela price for gas to PUSRI were vned, it would beem'hat above 14.2c 'US Ncft due to Lhe effect on earnings of a 6Zvorporate profit :tax in the later years. 

4.19 	 During 4negot.atlons the lenders reached agreements with the
overnment of Indonesia 
and PERTAMINA concerniug the construction, organiaction, and' financing of the gas compression anf transmission project.; tuthprovision of technical and consulting services to PERTAMINA; procurement
procedures; and the ii:ems and principles to be included in a gas purc'h
VAontract. 

V. PROPOSED NEW FERTILIZER FACILITIES 

A. Size 

5.(0l The minimum size of modern aTxon1a - urea plants is approxi'mately500 tons of ammonia and ,860 tons of urea. 
Such a plant would produce aboit'280,.000 tons of urea annually. 

5.02 
 Economies of scale among plants employing the same modern technolo.gy and within the range of 500 to 800 tons of annonia per day 2/ arerelatively 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 
uch hiiber than the variable
,operatingcosts 
(see also para 6.16). Hence, the cost pe- ton of product
rises rapidly if the facilities are not fully utilized, and an 800 ton emmonia 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 f-futy

utilized.
 

5.03 
 Based on the sales forecast given in para. 2.18 a plant size
for the expansion with a daily capacity of 660 tons of ammonia and 1,150
tons 'of 
urea (380,000 tons of urea per year) was :chosen. 
 Sueh a plant
-combines reasonable prospects of early full utilization 'of capacity
-a miniLmum 'ofoperating costs. 	 .'h 
It would -bethe maximum size of an anafiturea plant Aich 'could'use, at the present state of technology, a sitnit&area train. Purthermore, with presently proven gas reser es it VOUZ1 41*0be the largest ammonia plant addition that 'could be butlt 'on'an 

11 one 'Reft - UMO~ tubic feet, Quantities and :price's arte lbutik ftgas viA~ a 4seatin~ Value (of 1,000 STU per tcubit 'foot. VhwC1 U&iQWat*A la Prftft th the Ac tual bheA~± aine, esI66a4e06M.. 



ptvc-'_n coot catimate hczi been paa, f 9F a X.argpy at~~C~~n 8Qt648- oLf aoni- ail ~ OP"C ,0 tons an4.. afueC.- '
PAnt woua havc to provide for al iraij " -. t-4,, -,...c ...... laLd af upply) more heat' recqvery eqipmn .-PYP op rroidci for the use or.oil with"'-u~ rect.~ , /p. 0 erat 8 equipmcit. At full capac;.ty, prquctq^ r-si ,. -?. .an. . 2only lower than.......... 
 n , v,O 0 t .n 
plat.' ;f th ihto 61j au fuel beeamno no cess arythe zmar in woulduid tmorethere would remain th , r"'o o.- huy .. if.es theplantoui1 oPerate iitaly 
at leas than full capaicity. 480,000 Lon peryar ,r.roa lant 
as ertore been'recommendod.
 

, - Outline 

5.95 The Plrnt Fpould con,,iryte a 3natrn ay mo~p~atuiliingccntri.fu-LY,& co rcanors anda u.ea plnt of 1,150' uaily 
othoz mzdern tcholgy and'on c ci.acity, al.o o v.odrn dx:;n. Whiit'th CAPItU C03 63c aeib.-ldu 

inZ;1L trc.n planrs in 
a duail ztraiin urea pli.n"t, Several
this iu capacity will have co.rr.euccd opera4 bonIbeoro dvigi ;of' te PIZU plzat 1;c% be frozin On the basis of,peratinaexperience at thcoe plaxrts 4, .on wi.!. be taiken in throe ortouimoutho on the alaviaability of a ,.,a.o.',o trfii plant for i'USRI. ...... 

#O6 Natural gas will be used ior both foed.itockre~quiromntz-' and fuel. Annualcapacity utili zotio of r, aw plant are es timatodbillion SCF t'11.8I/ cnd will be obtain,-,d fromn. the exdstins 6il and gas fieldsopn'ratod by PERT:.A11Q su 4ndicarcd IV.tn Chapter 
5.07 A new power plant will be 2rovided to sorve the existing plantand the propool.d new plant. Capacity wil. b about 15,000 KW. Tho existing Zenerators will be roe.tainod for oi:.Andby and emergency 5urvico. 

5.08 The proppsed project io planned to make maximum use of theprescnt plant sit'e and will be adjacenz to the existing plant,
is adequate spac, Soil conditions will nZcc.itat Pieing 
There
 

and provision.
for this has been ade in the capitol cost otiate The nocenary onlargcment's in chipping f'5cilitlcs, wal,,houa Zo" urea,dock will ahip loade-r andbe made' to accommodate ~ih additnal productio. Currentlyi u.C
... tuliwai paper bag for .t ; urn..a bu..t has b-ee capriencingc;-c'coiG', braaka,,e. ,. c,..pany ha- ,horeforo initia'ted a study to aela~ct, ,not ecnoMic uralc an, tcatahcr resistant gubstituto 'anprovc the method of handln to
such ba inp~~b--i rast te ttr tieaofps.c isiy Pa outeb4 . ... d 
 u'm or' a manufacturo of b h'kclu~d in the os~ F $ tea. . 

. !c~jyc"a n rmayLL...: ,Ar. 

8! 

o 

9 O, 
4 , I . 

http:capac;.ty
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 . , , r A,.Kr b Ze ro arp r ne . OL.,L,. ,dcs& criceria for £fi¢e ivfapitJ 9,i.,,.ex .n~ t ,, 

,. qncemnt and Project Excution
 

The expernce 
 of SRI mnagemet 
sfand tehnica 


9peraonli m e t willip posern t 9p r t i - n
new prOlem potThsoe tiet cyo~kp , ai , r Fp Bze 19to engage far epFtl,,,rg , jUSR.sgsee9expert assistance a1 descrre in the £o~lng raraph8. 
A cons ul ng a 'a1ricuarlym .. m.n,,will .. ski Xe qn ,nnbe c-P~~.oyed The nccspociatLtor..of.Rer wL.j assist .YR............
.. .p. ... zf r ,. . ark. .One of theheqp- mprove the operation of .........t ,
PUSRI's acqount. n qsi,where, meticulo 

e P[ot kfully ex l 'lo''.. . . .. . - .... .. 
. .... ....ully Cx rpit PUSRI bnt where * ¢ 1-..qn ,ractced ~ f rn1,t " ed'. ctn wfthetis also s. e rmentcuo..the . fti..r t y e r 't he . . .d. .U.S o aid .. 0 na9.. eI g f.. . . , CC 9untan.. sexpected to .c tt .h S. o further. 0 -=i a....di .the c. ru n ""..aid in - m ,r -".'e. in, 9 ........
t ngor, w 1 b 
..n.... ....... d vel op men t and n, n Ln g.
 

pedhc~at 
Du~ring project txccution, PUSRX will emploraiegnrngr
Ardsernd 
 n "'rn and--- an.oniae'chnjca. Mvjser and ,,ech'9;.ogy t9oactto serve, in effec,
tecn.c as an .. ..........
ata.l . wn. The Technical Advi. w.ould beadequte desi 3 n criteria or-the new. facil 

.r ,.s.... 'A,, 

the ve ect on of a gen r "^ 
bea .s9Forisn 

otactor and aan
POP
the design, engineering,' prqcuren-., aPssst PUSR?'Rn 
yctur ath-e new 9wrotu nfacilities. 
 ThQ 'e'-ms of Ref eren , -F,,, 

nF
 
be n9vqu completedied and PUSRI h as .
fir . ' ...... A .. . , ,e 'e chn ca . Adyese r ha...... P QP a~a frqi . , i, ,te nga J s 

PUSRI will also employ a fertilizer artgassist it n p n nin "c ' . '' . . "  'po # pe,' q .
th. e . . ,, ,....is p,. . a itdin ..h.. .
 .... i.,-a ,. , I' a 9taf p... . .. .. . z= .r- r #y, 

L. Procurement- and Conrtructio
Schedule
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CRnpistent yIt~h thU fact that e ctvt 
Us ticd Sui taoepoe4ue rsec e to! i\ P9 A~t~ 

AZ hc complete izr pl ntwh.h vyXyiU I j e .e~l e rt 

(a the yirca plant, which w±i). ;be qstppl4ke s opkge#
?an't-(qRnLrct) d~dlvored'kie ,t'9 e pA~xt pte . ejAdy P;o

crectL~n y th 9en ral. Coutrcct,r; as 

b)the balance.I,11 of th fcrtmllzer facil± tieu,, ., I., iA ,q4,vg the 
bew2,! ~all off-oiltea v,14 xlar~8,~i

4-1 ez-d ndprq.,iyed . y #he qeneK4 wtaci~o w~.lpor~~ i. 1;qn tructi.on and rc~ nldn 
thle cerecton of Oe uarea plant. 

,xThe Coe -act-xj~jbe pqyE~te fFTaaeefriao on the baq~ pof c)mpcitjyp i W#0 4,#Pan T1econtract will be pqardc, pp lvmpa Pp# ? 49 t f =-k C,4-**w e such that P -e 4 Y 9r4q~(u tej'apapeaeIn o !9!4 ApB 2,oan3. Bid9 Fw4. pv41 wt4cordance with cr;i,teria cc tabticwhed P~y ?PRX "p ~eOeF'~t~9Te chnical. Adviser Fndththe I vrc 9 A~ Asultation wi~th tiW qapanRs 9ernrlnnt. I,n t(h,h,e~ea- ei~ 
b4Lc seerna to 'hs~x to' be YnreasnaM#J11 ky~t1 Pw~ sckcurmegcof the lenderes,- may (c'a; f9F ny Pbds pi1 a c;ppt p feeWF,Urea Plant Contract,q9 r W9~y4g pp9yide t9q ~ Ai4~ ~~r3.gotC
adequate -:uaraznpeps pf pian Le~p1xC,~q~n d~~a4~r~pe
a~rd of' materi~al i ( stuc qop9Ie~ 1~e ~~ ~.'0 U~ 
Pla.nt Clontract~or wpoyk qa4s, peyqs tle eTFec i.9R Pf -t~e klra 4P , MRAPFthe general co rd nat~ 9 Qr ie~~a1~~rc 9 

5-*17 'F#e !GeneTa). y9lrcoi ,4be ceeLjcr. y49-A~tates firm2 -i -the-P" -- couit1jpf --eat y Ja
Thi Contract n9~ c .Fe~tc"aRA~, AM 4o mAa 

~~q ri9F OFqt pCl$F4 .g#49f9F r 4 4 #qr endeFFrO Py9!C P-P #1 M-Pt#C9 §##C 
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kia~r the fpX~qwfp pq-&. 
6&2 ,o P~n-Trr -A-, 

1449nresdian 

-sv%.,i eAJ.lu 

-FertilizerPantc 

umpqrte4 g~q~gp~entp 

Pre-operating Expenqe~p
Contingencpy &E~clto.. . 
1,4orki~ng capital ,
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,GasPoject 

Conoervation 4, qqpprgpe90 109 - 99 
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COX UOp fey4 X's P4, *opo -04 AxiV~ovg for 0 4%4 spa~iplpmt of 50o x94 ppx 44 4PKYA 4.K44- AW44#0 U*$Ie 

104q ;cQvt of equ4menit for XOWY P$ ,p APOW%g 1;4 A 4 X" A4 

6.Q~ Finally, the cc pkta q9;t: 1,89r th qjj~e~pg~CcAg sownl in AaeX nlcluda 4tJo-tx, for $n1~xgeq 4%1143n xqqxvrv,,ftidcial working c~Ipital, pro-9pojtij exponsiko 4r.%4 fgjr ~~Priice escol.atiqp,. A 94tYyh-hpQ~~Q
.made to eo'yer foreign pxqne.~nigv~~e


4a#ta COOPt overr,44, whi G9y9r~rq~t W9,4 qtUrW~fO )a~
h t Xg gqv,*Ffrom its pcnarce f9re~p qxc1kv *o 

A-orti2lizer16244 For tzhe 
an 

p~ann,
971

pXr1O~CX A90t v~con the b~acia of costa f(,r eyo prp~xra 
~ 4Aat rpt4~ 

Azocijation ' taff hae comparqO thpsq po~too 40.c d4,90 of * x4r P14%9.0,recently f'Ananced or unde~r Cons4p4tX; i y th.IPank ' r,914 P .4nd C9e4i
thqm reasoonableo.
 

6.05 The c±tiTnatea of proj ct 'CQLt for thI$" ~0lOrVpQ ,n4 %'Cn'tritnsics.ou icilities A* intnc6;41cLarko ,Wqrq Pxe.re,4 :4y "$onney, ,conoultant to the .A94c~Q x1r
*r* 9,in the fLolivi--,Gu3.f Prqjct '444 Ap 

q . 
'SO AN9Kh9r -jxj; U YoThey contain foreign exch4np ncgx 'Qntf 9-, 44 ~qQ9% on pipe w ich are corsiderO xe.4sona4.q. 

#A# 

B.- ?4acial Plan 

6.06 It is enviqa~ed t44tt 0X*X ftr4 g) OA~q& Ir$68 million would be Met X4,ro 4 AL~r-
.h 9.o

19A P9 AA4 W~~AW, A99,A,qionary terms from the fQ X.n; 

Source AnMoUnt 

APqiBXPEIt94,PR 

u oqAexO, jw nOf*fx*vn ob M o 
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6.Q9 The rovermqt yqqjvd 4kq Ov O &4p AAR for 1,0 miqtiljpx c the $0. 9h..? LtAtI~ guby 1S)~ p"K~t" Uts~lly 

F-qufty ±nvestnien~t.Sxl4Qr ron(Plasm A)-0 1LLW6 
Subord Anaed 1.904m C4vm b) 

k, 19 Tlhe JP.4 0r 1o.4i1 firp Z40 Aov.ergAtn tq i~kV~kyear4 4ncluding .4 grace per4qsd voM~J ba 1,9, U64/24- yggppod jbaAnnum? Repypent wouJ4 Dkp tn g~re&o a .Z 
-1 

d~ Lop g-4e b~ . pf got145
.AC4LAid flterest, Xg egt..jrp ASVC~q MeF954 L8 "4pitB1lt4, 

b The UQ4~n4p wgf~ijld #q bj oy 16- 12 y.orm bmit gepy.w 
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4. L Principal sa Iaervist~FYWnjt. 94 iboth Jloi WepMj be tM 
Lbe currency ise wbia~ the Coyrumvat tas reelva4 the foraft e"cbAW~ lin. 
Tbe proposed interesL rate of .12Z L eG r ry t pse.at r.tl, g ,,,al, 
to Ladtry,
 

'The financing of the gae project -woul4 be isi the f of .a Loaj

from Clio Government to ?URTAMNA for 23 years inudia a grace pert of 

three years and at 12% interest.. Itereot during coustr&uctics Mu'u.4 be

capitalized, Repayment of the .1oe wouAld "bemade in 'equal .nstallioaae
 
of principal and interest,
 

6,1.4 The Governmeat loan to PRTAZN A wouLd e.ome to Rp, 4,923 Id.tLiM
 
m~...zil.lion) which is ,broke~n A~wn "afollows;
 

Proceeds of foreign financinvg 30162 917
 
Cash contribution by Government 1,402 4.3
 
Interest during contruLctio
 
capitalized 1.1
 

'Total h'2 

C. Production Cost Estimates
 

6.45 Since specific processes for ammonia and urea ,Lave not yet beeg 
selected, fertilizer production costs have bee= based on average conswup
tior, rates for the processes known to be applicable to single train anmania 
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 with tbe major derlLa 
assumptions are shown in Annex 9, 'these are summarized beow, 

Unit ost 

,Variable costs (natural gas, catal.y.st 
.a=d 'heawic8s, ,bApging Costs) IL, 76 

Ftxed costs 4(eCndng depreciatIon,
 

Intareat and sales exp we).) 4r.7 

Total costs (incMldn UMMCeL gbopsU) 5.0 

http:catal.y.st
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zAt
te proj cted ex-plant price of lp. 22#000 (67.50) par tm of tr.pta-axernn~sperton would bee2.,ing price. 4., 3,Z2. ($10.08)The estimates 81Ven or U.9Z of theabove indicate produ.cUlee asinterest and sales expenses) of :02.71 per (hefr.tr vhen perating at cdpaeits'The assumptions underlying the estimates&rer. 
Ladered r"aLlstic. 

VII. MARKET.NG1I PRICES AND COMM N ROM( IMBOM: 

A. M'arketin
 
7.01 The organizatio
n of fertiizerdistribution
undergone chaneEs during the past few years and ts still in the process
of further transformation. 


In Indonesgia has
 
Up to 1967, P.N. PERTANI a 
State Agency, vas
the sole distributor of both imported aud indigenous fertilizers. 
In
1968, private contractors and dealers were allowed to sell fertilizers.It is estimated that, at present, approximately 7,0-80Z of total importedfertilizers are handled by PERTANI with the balance being distributed byother groups, including foreign contractors for the SIMAS scheme (Annex 2).


7.02 
 Presently, PERTANI has more than 1,000 retailers and 600 owned
godowns plus about an equal number of rented godsons in Java where about
80% of fertilizers are consumed. 
PEATANI has however so far tended to beconcerned mainly with the physical distribution work and has made ULttLeeffort to promote sales.
 
7.03 
 To avoid total dependence on PERTANI, PUSRI initially built up
ini 1967 its 
own distribution machinery, but decided in October 19,68 to use
private companies and exioting distribution networks of State trading
firms. 
PUSRI has co far appointed as its major distributors Dix private
companies and four State enterprises including PERTAN., The private
panies presently have more than 600 retail outlets. 
 aom-


PUSRI sells a 
substantial portion of its present production through these private distributor.
 
7.04 
 The present selling price of urea to the farmer is approximately
Rp 28,000 ($85.9) per ton. 
Actual prices varyfigure. both above and below this
PUSpI presently sells its urea at Ap 22,000 (67.5) per ton f.o.b.Palembang payable on sight of chipp,ig documents. Until recently PUSIextended to its distributors a three-month credit at a credit sales 
 price
of lp 24,000 ($73.6) per ton of which 30Z plus freight and unloadi&S
charges had to be paid upon receipt of urea at first line Sodous, 4one month and the remainin3 30Z two months after delivery. Ths pricedifference between cah and creditzales represents interest eOstlated at 3% per month. calcu-
PUSRI is switching &Ull ts ales too a h-A carry basis by asking major distributors to utilize distribution creditmade available for up to six onth at 1% per mouth fronew credit arrangements, if State bas. eUzuccesfuy implmented W.---,outors to sIa le detzbrefinance credit requirements of sub-distr~butors and retalersto whoa credit has not so far been available at raOe~sb teme. 



. nitribt.7.05 Cost& for tertilizer are laE -a ret.vraPby =d the characteristics of Iadsjgu*
transport its transport network.is estimated to is 19" rodhave carried 11 billionby sea transport (inter-island ton-k iosaIa foloedand coastal)railways carried with 9740 millon ton-km. 

bill n to-km. mwHowever,about 2.8 cents per ton-km road transportrestrict distribution by 
costs at

200 km, truckand rail transport to a radius ofat 0.9 centswith sea transport per ton-ku would be copetitive
destinations along 

at 0.5 cents per ton-km up to ;distances of 400the line. Shipments km for 
tance to destiumtons beyondand, of course, those to that diother islands would havetransport, for which PUSRI's location on the Musi River with its own jetty 

to rely on sea
is ideally suited. 
So far the physical means of distribution, port facilities, storage and shipping space, rail and road transport, have not Constituted a bottleneck per se; fertilizer is being moved but at the fairly
high cost shown in pare. 7.06 belcw.with Bottlenecks,the growth of should they appearfertilizer consumption assumedwould have to be dealt with In the 

for the next three years,frameworkprograms for the rehabilitation of the Covernment's plans andof the country's transport facilities.study of distribution costs and recommendations The
ered are included in on how they could be lowthe Terms of Reference of the liationul FertilizerStudy.
 

7.06 Diatribution costs from factorydestination. to farmer vary .dependingonThe following typical figures explain tbhe
per ton distribution cost:
at points 25)0 km away from Djakarta: 
f.o.b. Palembang 


Rp 22,000 ($67.5) price to
 
Sales tax and insurance distributor)Ocean freight 275 C 0.8)
 

1,352 (_4.2)
 
c.i.f. Djakarta 


23,627 ($72.5)
 
Handling charges, etc., 
from )
the harbor to village
Interest charges )

)Distributors' overhead and 
4,373 ( 13.4)

)margin (wholesaler and retailer)
 

Total 28 000($5) 
Total nitrogen fertilizer to be marketed after the e~panioaproJGCt of PUSRI and PETROKIMA have been completed and are "arattisfull capacity will be: 

at 

PUSRI's existing plant 100,000 tonsPUSR'V. expauson 380,000 

5177,0N 

657m.00 ta 

7.07 
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AddUA th. small tonnage of phPbate fertilizers-

,t_Larkete. total toMarketing such a torgmaethe transportation.. 
will req.uire exte owd...atri Ieand a complete Brorganization Ystem (warehouses,and strengthening roads weii.of thetion and the rural credit rsyste s rmarkei.n whLaes)

organize7.8 i iioy the
dirrbuton± the expansion ProJect comes fully OnsYste'T- will be handling stream, PUSR'eby the company. PUSPI plans 

five times the tonnage nowcities in Java and 
to set up extension sales 

being sold 
to build officesventory build-up regional warehouses In major1n market to handleareas. off-seasonan extensive Marketing such inseeding program under which 

a tonnagechanneled will requirethrough ijaportedPUSRI' 5 distributors. fertilizer would befacilities to handle increased tonnages. 
enabling themMinistry to build-up adequateof Trade The mission

ported that PUSRi1s distributors was assured by thefertilizer would be given accessfor their seeding programs. to I'm-This assurance
during neotiations. was confirmed 
7.09 Developing anplans for distribution 

adequate seeding program, coordinatingpose on and training an the variousPUSRI a burden 'hich effective marketing
side will be staff will imassist"ce. very difficult 
lenders and 

PUSRI therefore will hire 
to handle without outnot later than the end - in consultation with theto head up these activities of 1970 - an experienced marketingduring construction of manits first two or the proposed plantthree years of operations. and 

7.10 Adequate agricultural credit facilities 
are a prerequisite to
 
orderly growth in fertilizer consumption.
credit is channeled through State banks and village banks. 


At present, institutina
 
Experience 

of Bank RakJat Indonesia (BRI), a State bank specializing in agriculturaldividual farmers 
BRI's 

credit, shows that 
are 

credit schemes 
to 

designed 
administer. 

to meet requirements of indifficult

funds is also tied up A substantial


uncoordinated in unsold stocks of 
amoua of
fertilizer importation fertilizer caused
and distribution. through

It is apparent 
that no credit scheme would relieve this situation unless efficient fertu.
izer distribution Is ensured. 
7.11 

the existing 

The proposed National Fertilizer Study willsystem review Inter altafor the marketing of fertilizerscredit and make recoMIendations 
an and agriculturaleffective distribution on measures required for establishisgDuring negotiations system capable
it wasacceptable agreed that 

of handling the increased tae.,to the ,overunt the raco1Indationg
and the lender. Wil 

of the stwdbe impleUStedo 
B. Prices and Co Detitio 

7.12 

from -L aporte
PUSR 'a now elli g

equivalent of $67.50/tn. 
its urea at 1p. 22*000 f.o.b. Pale*"#ween $78 and $8L/ton alth

the 
r
c.l.f. Luport prIce. cji.f. iDjaheareo prce. *PreseatV.agjow bee.ne bthhpema" e 



offaed at le. thau $ 6 5/ton, while a ood dealabove $l0/to. Ex-pla-a prices in Suroe cod In 
of other ebipseats a wael]l 

consumption are the USA. formd t..quoted at between $75 .dand $$Otoov to Udch seaInsurang alone would add $15 to $2 0/ton. 
tfrg-t 

7.13 PUSRI has a trcnport coat advantage vis-a-visits urea to smaller ports, Imports ta h pptlgusing coastal vessels for ports whichongoing freighters cannot ocean
call. 
This advantage is expected tothe cost advantage, shown in para. 7.06. which imports 

about offset 
rzjor ports for uoe offloadod in a fewin their vicinity on Java have overTherefore, in order to compare import prices with those of PUSRI, 

PUSR1Ia fertiltUer. 
import prices at Djakarta c.i.f.
cta be equated with PUSAI's price ex-Palewb 
 .,
 
7.14 
 The pre.cnt selling price c3,-plcnt PFacmbcnS of $67.5 polz ton to
expected to be cc",m.ctitivc with c.i.f. prices of irporta, when the new generation of urea plants, using the came technology an proposed for the expansion of PUSRI, comes on stroam in various parts of 'theworld. 
However.
since world market prices often raflcct marginal cost pr.cing, Import prices
might fall further, perhaps to beti.-n $62 and $65 excluding, of course,
distressed or dumped chipmnts. 
This judgmcnt by Bank Group staff is in
lino with recent evaluations made ia conaaction with Bank Group urea projects in India and Pakistan.
 
7.15 There ic no import duty on !imported fertilizers and there are
no plans for its Jntroduction. 
If nufficicnt financlal Incentive, for
local fertilizer production a
. to be provided so as to attractprivate inve tmn:t, futurethe present selling price of PUSI will have to be
at len- maintained. 21e Govrnimt has agreed that PUSRI will be permittedto follow comm--rcial practice ia actting its prices.
 
7.16 
 The present 
criteria of comectit 

acllia- prico thus can be expectcd to meet thevcnone with 

project and conalstency 

imorts, fineacial viability of the
With the Govornmnt's pricinS policies and has
therefore been used in the financial projections of the report. 
 If inport prices should in fact fall below that level some modest degree of
protection would be required. 
Such protection would be Justified since#
as 
shown in Chapter IX the rate of return of the project to the tooneW
would still be 12% even if the c.i.f. import price was -A law as $60per ton.
 

VIll. PROFITABILITY AM FIN.4 AL POSITION 

8.01 
 The gas. conservation and transmissbon prject Ls set Vseparate accounting entity of PERTAMINA operating at about a 
an a 

breakevenlevel, including a 12% return on investment. This rate U 
prefteated vem
revenue being guaranteed by take-or-pay contracts. The results wilthat the price of beCas will dacline fro!, 19.7 centsfull year of operation per Wlt ft th Mstto 122 cents per Heft Ia I199.- DateSU] of taccounting are sa 
ot n Annex 16
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t heS. S oans he eumma i n roera rizeheabv* basis, Annex 9.the fertilizer expans tnProject will show 
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to 1.3This is Conaidel~d adequate.
in 1977? Position 
to Pay dividend.four years after startup of the new plant.8.06 
 The fer /ltzer expanlon project Will meet its fixed cash Costs
 
sxcaluesi servic 
 ofD 
 e SubordinAed loan at capacity operations 

as
sales Prices do soc drop below 
p 14,900 as long
(45,70)
lona as sales volue does not decline below 25580oo 

per ton of urea or asat the &s5umad pr1ce level tonsof (or 68% of capacity)AP 22,000 ($67.0) pe 
tea.
 
8.07 'The Initial full debt /e q ui ti fo r tPLoan wla be 7OZ30o' oc un. d o e a i n o'LloanI tio as-OhW n Annne r-tt fo 
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S.06 A aU~tivty analYai. ka teaa pbesa4 to msem jte fJwmteL
Ipact 4M the project of (ertats vmtaverable i"Swtami t" * %as *eAu 
the ftvaaeie2 foreC&*t* Whtth 4% Anaex -4' A"~ .A1tIaft .wtsL 
are am dt**d4 realiatic. 'The floiftta table emwafts tkl Itifttl 
tttum (net of taxes) of 11.42 of the "base projetwtwits fiJ. At.h IatqJ
amwtloas whith are desicribed is greatet 4t iV Maox-10, 

Base 	Project
 

Alternatives superimposed on Bae Pvejectb 

2) 	 Reduction of urea ex-plant price frou -$67*S/ton
 
to $60.0/ton 


2''1 

2) 	 Reduction of urea ex-plant price from -76.5/ton 
to $55.0/ton 7.32 

3) 	 One year construction delay assumed to increase
 
project cost by $11 million 
 9.01 

'4) 	Startup troubles, coupled with a slower production
 
build-up over a period of 5.5 years 10.02
 

5) 	 Combination of one year construction delay,
 
startup troubles and slower production build
up (alternatives 3 and 4) 
 0.12
 

As explained in Section VII of this report, the probability of alternativ 
2 occurring is low. The probability of alternative 5 occurring is also lJow;
in addition, efforts will be made to obtain suitable 'guarantee provitiono 
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 th 
local currency component of $17.95, assuming a 15-year econoraic life for 
the project and the payment of external debt on commercial terms. I/ bn
the basis of lauded costs of imported urea at $67.50, total foreiii exawge
savings at capacity operation would work out to $1S million annually. This 
saving of $34.41 per ton foreign exchange costs is obtained at a cost of 
$17.95 per ton local currency expenditures and is indicative of a hihly 
efficient import substitution. 

./ Costs per ton of urea on the above 4sa'uptitoe aft at f iolusbLe 

Vartable C.st l.LU S 

Local currency I,
 
Poreign exchange
 

'TotalH 
Thit 	breakdown Wienet fM that a IS As f'hdift ft 	 I 

(t) Dtatctttos fa1 at * 1a 3Sear U*U,
 
(at) ttat VtkA "t 4i ILU PA
 



3J.
 

IX. CONO1IC JUSTIF CA~0 

9.1 Thertlier and as arts of pojec
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X.
~3A~tnORY ANI) FqL1,r'i Co0NL,)E ATI 

1A. Economic, Technical and FJinani1 .Conclusions 

10.01 
 The A.I.D. F.,-qt Commt. has Feiewe ton which 1i : ' ro " . ."s 'ect *., tR,/ .. ,,l . d p, A e,

Planning? and is sat is.ie:Ld thi t Z .! I nd p$.g,
 
and'.Lnancially
. ..., .. . viable, ., . and g,9vu neets all'pr apca'oety i , c n uo'm c .. 4~ t. ...criIteria.QP4 gut~174 Fe~,,q 
10.02 . he project is p1' high
policy in teoritycthee4 preQ th Govepto at.ain self-sufficiqn'c iPqd 4p to ipC_ Qase g , ,
a.nd cxports. 
 The rcjc.t shows,financially viabl, a satisf'actor'y .ecoA~m pS, r.tion
and u'a pro-
 . bY o csetitj gwithi' present world market prces for u 1 ur~ I,u eIa .shou;.I pd .t , .l d~e 1 + _ fti 1., .,,us a ,IV,a~ 1.cl l. eased onco~t'estimatea level techircal planningof .. ... p....... 
 suffice.. e, . .9, ,e ,ps ,ly,deCost estimate, and? as 

a t P rdaso' , y PQ t esuch? eets the rureets ectioe14Foreign Assist.nce 1 of eAct. Fi.lly, puts t ro,4t%., ' us " ° 
ra aienational asset, natual gas 
 ay 
 y gs g 0towaste. 

10.03 Assumptions op feqtilizer market growt "
Year Plan have been bs.tantla.Ly dascount d,.d 
, •
 

...pln sizae si_to sucha~lower~~~~•..sales - , , Fb-ye.expectatop, ' a,,- project mos o capi o ao of coat tal eand'sales build-up have bnee 
pea pg cosp,-e oarprojectionscanodoereesiain Indonesia are particularly difricult 

b 
to 
ss. P, p

ar 
 ''''ncannot ........ .
serve as kea guide for the future. The p ect 
s e paS

of uncer Lanties L.herefore,.. a ..nuberon the dea 
o ecadside. on.,pduu

IndoixQ§i~ is siU-1- among -Nw 
i~oQ 4-4zQ CpS,~~ 

an WO-all-out effort in he V9hto accelerate economnic r... " ... , .tiallyi ell_e,7
on i'1eulture. Therefore even if additional adyersesuch as construcLion del.ays' or factor s'otid occ' .. , Ian'. even slower.. bui.~4-upsales than assumed in this report, the risks 

.. ... ..or productipp~pd, ,-, ,, 1 
on balanc.e wouldable when viewed in ter.s apPe rcesoof overall econominc deyveopjent . 

0.0 - The Project Committ recommends that A.I.D. authoF ze a ,,-app9 
$ 2 b mil i o n, s' .P
s ubjec t t o t h e t e ms d ,p ' h "rp eQ,,A F, lq , Rauthorization contained rAe x 23. 

.q 
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.Place of' theojeti ~ls Proxrw

1I0-0 5 Aid to Indonesia from thec y i St
~ epppiq 
floovjonz ot,'j9. etcqd
 

,about -$300 xmi pIn p y910 7 an~ P?: ,5,9Q T 4q4 i(9. 

199 and9b ;25 p~P4o TY 97,)' $J6. , r J'~~Ce, iiheat, tgp,4cco"otn~rd (4qq.1.m.lq~~~~~ 
$67..) 11:li~-61L99) 

10.06 The Ipdqp(-iLp (qpvep.ment Fa~eqpQse y 4xnent $6oo miiq F/Tn~e~9'e
t~
q'~ pLpc _p Qpdpe.!7p~m~~G
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io 

nm?.liioq UJ.S. share qr'non7qqd aid 
pr food aid p ITs.Te $ 2,5

to consse $ppq4ipppqof7 P..L. )4,80 cotp 4,4d $75 fi4ip P29:v loiet ppfrom Fy 1.970 aa . q rro~.o 9 #4it qlno FX rypq.:;lonf 2.m ipp from FX 1,971 fupd. w .antici-r~t>] ep pgo AeU.S. aid to Idocsa'qCY19. 

190 ince teAL1? program was resumed in 19%i j.Agpt,Lassista-nec ecgp qci
has fpce4er~i rgpr~ qg~~~,PL 40 desiglttd thpr~frni acer-pgqe e.~4 Laps~stabilizatlOnl px'omm~ Theesai~a~ g~s1ve~sigpificant roesul. -L I1e r ate 
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o f pli~?f39%was reduced to less tha 
ip p * 

If
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1Y thze seq~ 
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rpthe1969, and s ecepty cqpc~~~ $ , iqp~oan f'or Central ~apwrr~ii~tq 
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Psc4 t(?~~the 

tiQUG1 of Vhe Naar'0444 r~~~ p'r4~ow iwp4erv4y p~ 4 a~4 e p 4~ m 
wmets to lrri(aio; .&[lQ~z~e VPP,4e to MP Ua 4QPanj continue with t. regvxr A44rl. 

V for' 4 geej~q pr,'qgr'pAep# tq*ngto insure azconliM.Aous pegeeg~ ;Vpp~q fp' te 4aerY ce I4fg pfexansion.l;Qcc, the fetjer'
 

10.18 
 4Ior i.ts part, PVSRT 
pnloc4 , rttp he gqy~kept of $64j pii44opcurre~ncy which wi4. be gepec~tea

POR1as hy thq e4c.rtxpg ppeA4qgnwell a,4 tfro techpc,4 st 4 ff t~PUSRI 444 agrece. to ojhtai0 
)p ep~ep1t th~e prp~ect, T4 

*pf 

tegcpzcaI 45ssta~q Ppteaccounting, a'ndpianagernet Onck14pg xoi4-j~b 
grCe4, Pf' pae4,

strcnigthel tritrs mnagenep c~, n n 'T YAy)s to 
arid to revise it,4 

-by the 4pontgent pf gew !bQa~rl ;.ep~eR.c;arter tq prpy ,4g gre~.tqr qnjpshar eho24ers. pf' the ~qnpapy by i-r,' 
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DA impactoo0. th 11,s, Ra4ce of Pa~e 

10.19 'The inprct or t4~ jo A~ on the IJ,5, b14c Qr Psyqgwill riXLYQ4 e for' Peyera reason, T,,he entirg nts~e 
of th~e AID ~loas vill bq,gpent in theu,,, for~ gqod. An 

otkieryte be proc~'ed fro th U' Of th 0'exlfoeg exqchLae cost.Vs of the ProJet 4ppoxiatepy $llrmi 114on has qixe44 been~ ppjoq4 for U,.$, prcuremnt,(gerer~J.l Q tr'.tQn gontrut,Cg4 
 Oxon' Prtgeg AMd exwoni-,pjqpit coznpces~sQr*)' r o to ja4J4 "RqmJts-t0jg~-4atelyr 8 millio, fhqg 4 totg4 of f1.9 gi4lon.Of t emilli.gq foeaig gxhange gost~g h beenocec
44vit 049 Milli4on Aty.4jL4bje for' jnpA~ e iYv
 

10, '20 It is estirr'i~ted by the engineers who kiaye ~evjeWg4 the
Pusr Prqjgc 
 that U,4, supplier.s villI be ~ogopetitivye on out95~f the vmaterialfs an t nte1Atio4
efsr', M4 e.*timate i§ b,4ed on rgpoet p'ncn-epent experienp*WiLu1 the Daqwood J{er~qqje* 4~oi/e I~et~nIndi(~nie

Joi.4y by 0!e U13P and AID), If'tkbi* percentage holdi for' thePiqsr. project, we vox4 g~c et14at V,$, fjm5 wo'414 receiveaou1t $17 xiioi inavqrds, of V'hiejh $9 Million would be metfrom4 the balance ayai-abje under' AID I-an 4411 0 million fr~m 

APProiimately .one fl~fh .of the TJPA fnacn$, 

10P Anoteqr factor whipch m~ay gw4q §q~ of the WDA fnancinZ toU.5, .svppliers result~q fpom the 4Lppjjcatiqn of the J.Q% gonwponentpy provision oft te AID .9Q4 
n/r~ cpi'epients,

4;;der the ipternatiopal. epoMiy 
 dding cegg4rg,. which4re pla4ned, (see Sec, XJ) a 14,evpet p.4rtn.r
the i.owest respponsiye 
 bid qa(I the doljQ.,' y4a.e _fiported 'qWq,ponen4t§ of the eqqi4mt U i.n exgepp of -10%of the total gqgtthe gpimept would flQt be eliA4ibe for finm-cng 4nder the AIDjo.4 in §sch a pitiuation financing wgiuld be &.5el~ed to
IDA, While we do Xot mntirpatg manY Puch guseop 

the
 
to the extentthey occur U,5, prpcurpeqe will4 inerea,4,q 

1Q, 22 A M~ia. fa4ctor relate,§ to the Pr@-e~ne of M4, fi-m i-nthe eo rcinof natqral aS4ggn*1-tio And tr~nmigggn
§'ystems, It ig coo4sidergd highly lAiegy that A V'5' finn will-
D@ sw'ded the Pqntract§ for 
 this portign of the proaee-t w4igh io.bei-ng fifinncd wholly by th§ IPA, Foreign exchua g ost@ for thisvqirx Arp ftstimted At 49,7 Million And vwoul4 be aMdliv,@ UO,
Proggrement,
 

OU2 In PsWw~ry the Pro,)@9t 99mitt@@ believes that U.'3, -intrestspcArtglrly with ragpqgt to -balane of psymnto contdeationfi,Are well protegted both In 4bgglige term~s and relative to theinturstO Pi the Other 15fl4ra, 

http:milli.gq


X, 144onesiall Economy-an Debt Servie- pcii
 
10,24 
 For the Indonesian economyImportant turning point, 

the year 1969 was gaThe stabilization program 4esigaodto plt an end to the Sukarno legacy of rapid inflation vasuecessful A balanced government budget, controls oyercredit expansion, a deliberate policy of increasing sayings
deposits through attractive interest rateg, annual foreign
U4sbt rescheduliagg, and the provision of food, fiber, and
other program aid to meet domestic demand brought about a
decline in the rate of price increases from 113% in 1967 and
85% In 1966 to 10% in 1969, Commercial bank time deposits
increased more than tenfold in real term since the end of1967, while money supply in real terms expanded by 45% in1969 and 20% in 1968, In contrast to earlier years, exchangerates also remained stable during the course of 1969. 
The
13 rate (applicable to the import of more essential goods andservices) held steady at Rps. 326 to $1,00, and the DP rate
(applicable to transactions, services, and less essential but
permitted commodity imports) remained stable at Rps, 378 to
 

10,25 
 While the most notable achievement of 1969 was
the restoration of price stability and confidence in the
rupiah, progress was made on other fronts as well. 
Aggregate
outptst grew modestly as evidencedby an improvement in agricultural production, increased mineral output (especially
oil and tin), and higher production in the textile industry,
Foxports -_ led by increases in oil, rubber, and tin 
-- grew
by 12% from $872 million in 1968 to $975 million in 1969,
 

10,26 
 Reflecting a pick-up in overall production and an
improved outlook for the Indonesian economy, imports expanded
by 16% in !969 to reach $961 million. 
Of this total, investment
goods and raw materials accounted for a greater share of imports
than in 1968, 
The rapid rise in total imports, however, led
to a decrease in the trade account surplus, fro 
$40 million
in 1968 to $14 million in 1969, 
This development, plus (a)a
$31 million increase in service payments related to increased
oil production and consumption, and (b)a $36 million riein
non-oil service payments, (including freight for imports).
Increased the current account deficit from $264 million to
$358 million in 1969, 
The current account deficit was financed
primarily with foreign aid,
 

10,27 
 A detailed discussion of econo ic trends in
Indonesi4 is to be found in IMF Report "Recent Econmic.Devalo~pnto and Outlook for 19700p March 23, 1970; the IBND 
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Report, 
 Current Economic Position and Prospects for Indonesia"
November 10, 1969; and the IBRD Report, "Current Investment
Activity in Indonesia", March 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 is immense, for
investment seldom exceeded 10% of GIVP during the 1960's, and
the rate of economic growth was barely higher than that of
population. 
Partly as a consequence of this low rate of invest.
ment, much of Indonesia's infrastructure is in poor condition.
 
10.29 
 Fortunately the resources available for a substantial
investment program have grown. 
Pledges of foreign aid totalling
roughly $600 million have been received by Indonesia for the
fifteen-Iaonth period beginning in January 1970. 
 The foreign-aid
pipeline has more than doubled, from $162 million at the end of
1968 to $410 million a year later. 
In addition the Indonesian
Government has approved private foreign investment projects,
excluding those for oil, with a total intended investment in
excess 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 procedures and new taxes, such
as those 
on petroleum products,

government revenues 

are expected to increase domestic
by 62% in Indonesian fiscal year 1969 (April 1,
1969 to March 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.
27 billion in FY 1969 and will provide an estimated Rps.
in 1970. 37 billion
Together with foreign aid counterpart generations and
foreign 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 increased 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. 
cerns The first of these conthe design and implementation of investment programs.
However, recent 
Indonesian experience in planning and budgeting
and the growing volume of available technical assistance and advice
hold promise of an improved management of investment resources

in the future.
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10.32 
 Secondly, the efficacy of Indonesia's rice program
is in doubt following a substantial shortfall in domestic rice
procurement in 1969 which caused the Indonesian Government to
import over 
400,000 metric tons of rice commercially in 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 official price support policy
at the village level, and changes in the procurement procedures
to be followed by BUL, the Government's rice purchasing and distribution agency. 
The Bimas Goton Rojong (BGR) program under which
foreign firms 
on 
contract with the government 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 program 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 precariousness 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 procce!ds
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 commoclity imports
and related services which for the time being will continue to
be financed at the 326/1 rate. 
 The new rate represents a partfja
devaluation for those non-aid importers who had financed their
transactions using the BE foreign exchange, while the returll Lv.
exporters has been improved.
 

10.34 
 An important factor in Indonesia's progress since
1966 has been the relief afforded on the substantial Sukarno
debt of $2.1 billion (including interest), about 60% of which
is owed to the Soviet bloc. 
The substantial debt service
burden facing Indonesia necessitated annual rescheduling by the
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U.S. and other free world donors. In late 1966 agreement was
 
reached with the U.S., France, Geraxany, Italy, Japan, Netherlands

and the U.K. (the So-called 
government "Paris Club" countries) to reschedule
or government-guarateed 

debt in excess of 180 days
owed as of June 30, 1966 and falling due by December 31, 1967 in 
the amount of $243 million. 
Similar reschedulings 
were agreed

upon by the Paris Club in 1967 and 1968 for the same class of
debts falling due during 1968 and 1969.
 

10.35 
 In 1969 an agent of the "Paris Club" creditor
countries, Dr. Herman Abs, was requested to investigate and

prepare a plan for the overall rescheduling of Indonesia's
debts to all countries. 
April 1970 "Paris Club" discussions
brought into light a long-term settlement of the Sukarno debt.

The April 1970 agreement calls for non-discrimination
credttor countries, and thus if the Indonesan Covernment
 

among

negotiates 
an arrangement with the S-viet bloc it can not be
 
-on 
more favorable terms than those agreed to boy the Western
Creditors.
 

10.36 
 The Paris agreement provides for repayment of

$1,645 million beginning in 1970. 
The interest on this debt,

$446 million, would be repaid in 15 yearly installments beginning

in 1985. 
Under the agreenent Indonesia has the option to defer

until after 1990 the repayment of up to half the principal due
 
in each of the first eight years, up to a $164 million limit, by
paying a 4% deferral interest.
 

10.37 
 Past reschedulings left Indonesia with debt service
 
ratios (calculated 
on the basis of non-oil exports plus net oil

export earnings and including Post-Sukarno debts) of 12% in

and 8% in 1969. 1068
about 10%. 


The debt service ratio for 1970 is projected at
On the assumptions of (1) a conservative 6% growth
 
in exports and (2) further very sizeable inflows of foreign aid
 
on which service payments must be made (Indonesia since mid
1966 has alrea~dyontracted 


new obligations, including interet t,
 
of $1.6 billion), and (3) a final settlement of the Sukarno debt,
 
Indonesia's debt service ratio is estimated under 20% in the
1970's and 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. 
In view of the soft terms provided

under AID loans, the fact that other development assistance is

being made available at minimum DAC terms, Indonesia's Potential

for c:p(rt expansion, and the agreement reached among th, Taris 
C ub, for E long-term settlement of the Sukarno debt, the .wospects 

- -rpay of the Proposed loan appearment reasonable.of Tndonesia's repayment our ".',prospects ssis shared by otherdonors. :G(;J
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F. Use of U. S. Government Excess Pro erty10.39 
 In view of the nature of 
 -
ance guarantees, and the multintiona. 

project, the irnportance of performof U. S. Government character 
of the finei~g 
the use
 
excess Property would be inconsistant with the project
requirements,
 

G. Alternative SourcesofFinancin

L0.40 
 This project constitutes 
a part of the U, S. commitment 

extended through the Inter-Government

financed to Indonesia
as a multinational Group for Indonesia (IGGI) and is being
undertaking 
 As such 
the availability of
 

financing from other lender nations and institutions has been acertained
 
within the IGGI framework, and the financing structured
cessionary 

requirements. so as to provide con

terms to the Government in keeping with Indonesian debt service
advised A.I. 

The project has also been examined by the Ex-Im Bank which
necessary financing 

on April 20, 1970 that it was not interested in providing the


(The Ex-Im Bank does net currently make loans or
 
guarantees in excess of one year in Indonesia.)
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XI. LEGAL AWWRC 

11,01 
 The legal framework for the project will be created by the execution
of.the following agreements:
 

Between IDA and the Government:
 

Development Credit Agreement making available the proceeds
of the IDA credit to the government, setting forth the Government's obligation with respect to parts A and B of the project,
and providing for repayment of the IDA credit.
 
Project Agreement setting forth PUSRI's obligations with respect
to Part A of the project.

Project Agreement setting forth PERTAMINA's obligations with
 

respect to Part B of the project.
 

Between ADB and the Government:
 

Legal instruments paralleling those set forth above.
 
Between the Overseas Economic Cooperation Fund of the Government of
Japan and the Government:
 

Loan Agreement making available the proceeds of the OECF loan
to the Government, setting forth the Government'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. Loan Agreement making available the proceeds of
the A.I.D. loan for Part A of the project to the Government forreloan to PUSRI, setting forth bbth the Government's obligation
witi respect to Part A and Part B of the project, PUSRWII
obligation with respect to Part A of the project, snd providingfor repayment by PUSRI of the Government's subloan to PUSRI and
repayment by the Government of the AI.D. loan.
 

Between the Government and PUSRI:
 

Financing Agreement making available to PUSRI part of the
proceeds of the loans of the several lenders and providing ror
repayment by PUSRI to the Gvernment ;of such portion of the
financing as is reloaned to PUSRI,
 



Detween the Government a1h fMlaAt 
Subsidiary Loan Agreement making 
 svailable to P 
 A9Z#Apart of the proceeds of the loans of the aeveyal lenders
(ibe, IDA and AD13) and providing for repayment by PE'AONIAto the Government of such financing as it reloaied to 
PERTAMINA.
 

Between PJSRI and PERTAMIXA.t
 

Gas Purchase Contract setting forth the price terms andconditions on which PERTAMINA will supply natural gaa to
PUSRI over a 20-year period on 
, take-or-pay arrangements,
 
Among the Several Lenders and Borro.ers!
 

Memorandum of Agreement Regarding Project Execution,
Procurement and Use of Loan FTnds 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 Government's policies in certain agrirculturally-relatme
areas relevant to the project, and the measures which it is
at present adopting, or which it proposea to adopt to
implement these policies.
 

Letter from the Government to each lender setting forth
measures which it proposes to take prior to completion
of the project with respect to the distribution and mar1'ef: ;:
of the urea fertilizer to be produced,
 

1102 
 Each of the lending agreements to the Government contain sutnnti'n-ly
the ,;ame condition;, although different terms) and mutual default pr vi,;j,
(I.e., 
a default of any agreericnt consLituteo a default of all agree811
T,c terms being extended by the respective lenders to theminimum GovernmentI ai.e,ACterms permitted the lender and in keeping with thereached under the IGGI. overall agreercinl.G'Theeffectiveness of each loan and credit agreementsbeing extended to the Government is conditional upon the effectiveness of al.other loan and credit agreements being extended to the (lovernment inand on subs lAntia].ly the amout-jtRthe terms and conditions contemplated it1 this paper,, 

http:lAntia].ly


XT .	 LOAN T I4S. CONDITIONS AN 0,OVENANT 

12.01 The A.I.D. loan wil be extep~d tp , 	 miniump 


Ptatutory termso'f 40 YePaFS Witp al y gc Pprincipal nd iteresit"at % per a,um'du4ig 9 gae pepo 4 ,%p 
.. .annum 	thereafter. ... . 4 

12.02 The Government will reloa the pr'ocveds of the A.4.. loan t 9PUSRI 	for uue by PUSBII 	 for Part A 9f tPe pr'jpct atth o.01i terms: , s, 
y2u p year g~rapp period 0p the repayment pf principa4 

16- y 	ars, includ ing a ter 'n g ;'' 

with' interest at 12% per annum. , t e ungconsrction and start
 
(first 3- years) w.ll not be qompoupdec, and interest payable at the end
 
of the period will be capitalized asfurpr scried eow
 

12.03 	In accordance with the financing plan set forth in psraarsph5
6.06-6.12, the Governmentwill majke availabl ' h ojeqt!.68 mn .risn
 
from the co-lenders (including the A.I.p.I lpan) 'and 16 
 il ion 	being provided by the Government itself -- total of 	 f +..aounta 	 t84a7 miliop.
2.0 million will be set aside for managgmentasistance during the start-up
period, and the belaqe of $82.7 million capitalized and Ma.dq available to
PERTANA and PUSRI.- PERTAINA w'ill receive $15.1 million in 
 the form of aloan for 23 years including a3-year grace period and interest at 12% per
 

annum.
 

12.04 PUSRI will receive $67., million -- $6.1 milliop as quity, $483
 

as millionjunion(which includes theA.: 1 1 $13.2
a 	 a seniorioan, and millionloan. 	 " . . ... •... . . . .. ..'.. .. . . . . . ... 

12.05 The *'13.2 million junior (plss ) loan to USRI will have the
 
follo.ing terms:
 

(i) Interest at the 	rate of 12% per annum op the principal amount
outstand:ing, interest to atc rue from May 1, 1 and payable
semi-annually on Nay 1 and November 1 of ea year starting 
November 1, 1974;

(ii) 	 The principal shall be repaid by PUSRI in 29 qua] semi-pnual 
ii]stej..ii s !977, andcommencing May 1, epdin 	 November ,1980;(iii) 	 Payment of such portion of the i~et qr qf theprincipa! and 
interest, due on any interest paymen Aate ps sbajl' pxceed the 
amount by'which the"quick assets' of PU RI sR l exIe-cp the curF,
liabilit'ies''of PbSkI 'at'te 'loeo b s~llp Pp~ tlenduar 
semester immediately preceding such intqrest payment date shl!fbe deferred and shall be added to te iptercst,' o interest and 
principal"due on the next interesp pa."
lurther defeFral in acordance wit this -Fgrp; 

SThe 	 co.qn-tor'---iution comp;osed. of a c'sh colt ,ihuton -ol--$10.3 
Gc.ernmn' is cpBpoe of a ,rF VT-Fa14ion and capitalized constructqion inr,,pt of mll tter"
 

iarises 	from the second step itr t on thp p'o t ." 
1 ,AMINA' 	 0 

2/ e IinThT 2-P p~i s 

http:ojeqt!.68
http:6.06-6.12
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B. Loan Conditions and Covennts.
 

12.Q' Th .Ip Ag , e
tisburs ent and particulqr cqvennts qe4 S gid ppe- s
 

yith 'the qQver raent 1 RJSRI and EAbp$4ug e i/P *n piq

in sington on al points
 

12.08 Conditions Precedpnt tq pisuse t o he pi~sp ,ligipe Tte.
 
qless A.I.D. qtberwipe apg:,eps ip w~tn pq qpe~s~~q


l ptr of com iitmnt 9F othpF pqip ppt 
1
dqcun4e;ntj t1 PqvpnPep qF' 

j 
PP4S PLappropriate, shall furish A.I.D. 9i f9qrp 
 a,4 sqstsce sa isctqr tq A. 

P. An opinion of the Oipister ,qF qustc qf pe9 q9y eptf toat t~e
 
loan agrppment dulv 9
has bppn autI~qize q~ aF#4i0 P p ~~ POWPP4pf? the G'jverPnnonnt and is a,valid ap lpgally P~ipg POigatiqU40'
 
,0yernment in accordance wito its terms
 

An opinion qf the principal lgal oqfficer of 
PUSI or of 9qper legq
counsel satisfactory to AI.D. ap, top 9tF lpndqrs, toat to sgrepet

Pa been authorized or ratified by and
o41y executed on bealf of PUSRI apd
Yalid and lePally binding obligatipr o JSRI in acpords~cR with its
 

c. The names of the persons wyo will act as the repr~setatves of top,qvernment and PUSRI, togeter wit4 pvidpnce 
Io thoir aut o'it. spd g speci e
 
sgnatr of eapch. sch person4, certifipq as to i ts q4, heptiito
persons rendering the lega.l opipiop or the pprpons txeciti"g 

d. Executed cqpies of aich of toe cq-,e~pdjng agr~eeepts qf the oterlenders for the project, together with evidence that ap1qfditio s efCd
to' their effectiveness or te rig1,t to ake Witpdrawls 
 t upder sa.l ha-ye

been fulfillcd;
 

C. An executed copy of the Gas Purcass~ Agrqepmep t ptwepp pl SRT 9PpEWJAIH'HA for the supply of gas to PUSI py P AMINA; togete with lgal
opinions of the principal1 legal qfficers 9f .PISPI and .PE.R2.M!IA, o opf gal
T. 
counsel satisfactory to A.I.D. theand other lenders toat t, p ,s urpchasRAgremnent has bee ul upzrie or ratir ipd ~~ xct~o~Phic 
PUSRT and PERTAMIIA and is fully effective " ti?4 I 
in accordance with its terms subject only tp t4p ef'fpiyne 9 - 4e 1 
agreement and th other colnding agrperts" 

f. An executed copy of the 
UJSI ianci APg[pe}, ,,Per W4, 
opin o s of the Minister o. Justicep, op q pP PO to p ,P, P,qfl~~rOL'PUR ,or ottqr legal cpups~sisf~ctrlprdci ., a9A~::pt4p
thcit the agr pnpt h4p ,e 4Ly utoize r~ r,~ r~f 
exc cutcpd and dpli.v~erpq94 pneLar 9;.;~ P P, t 4i4 n44e 

adbinding qobligationsp 'OF t-4 p.i ee,
PqnPPO~p ~p-9y WpIhe 1Lan agrooe ppt Pd th pjl 
te 



.h? CoPiPP of all p;Pcurpeznf 4q 4Re n clp,~ An y Pqn*Qbid ptiicaio awrd,w PR t~e VlPP4 nP cQn4Fact, in pi4h fQF Pn fucb time as A.T.D. pa ll specir-y. 

i. Evident that t .opi s , , 1aplgsso i e e xalp. , ,s 

Ponrpstantetp f he irtq 
 p.g4 t4p0 pr ,p. R §uR4.:D
# tie n acc ptas I' p A .I P . ....... ..
p. ...
'. ....
*qf~~~ thF' 4PFP P0jnlF~ti4~'§~d 

G n wdyicp fror t e PAand APP t1ause tat prqp4yp~e1 f t~n~t~ra. SRies'p Pert4. p P A g9qppmePar' c4 pf.Orpp Qd. 

12.09 Condtions Prcedealt toeAnssay
i t4er E.3L!ipq t.pyles A.I.D. , It1p 10rticu otherwise agrtes in ,Vitip31 pg4rlr eats 44s~i~ w . 0 4' f 4PR.g-commitment rb. r other commt ment, t4ep)R .p $ c: , P9P t4pt IP4 0.-44a h0oir prourement Qf ty 4Pfirst 4igiPp4R 
 ?4s
PTJ, P.. 4, A.I.D.: 
tetrms andCopiesa. of all procu"-,entth .'..'0.4a4pr4',a4odtin 'psepUPrPP4n
flotifications award, ipplq~pg *nvitptl-9ns a.of PRO t~e 'pcuReptp,fq,MP44t~cQ4Fl4rtP, in c i4;q4?q
form PR q4uc~
timie as A.I.D, shall specify. 

12.10 Particular Covenants and Warrpptipp P-pqn 4 ~p~ Pr.ct. T'Government will covenant and agree t at it oPa4: 

a.Cause PUSRI to carry qut Part A Pf te prP)P4 iP P.,cPQT4P vit4the terms and conditions of the A.I.D. 4QSa qrpp~lrltj~ PRO4 em-'§ PUT PRO-
PERTINAto carry out their rpspqptivp par § p4? t4P pr~qqPct i-n PPP~4anr7rthhe co-lending agreements and t~p IaGu~ps gppet d~~reasonable action whi c4 hl ~n p, PnaphJo PIIPPT aNO PETII toparry out their respective part's of tI~p pr,4~ in Pqg-qrFity t PTPiitll. 
b. Ma ke available to P R the pppp p4 -Ie. .1-pan and tJ~ 

joint loans as may be requirQd tp carry tprqoppt ppput~~pqt4? e 9t
with ucl4 Indonesian currency a4pd fPrei~p Pch49RA PY~r PRO PhPvc 4P prPP4qf the A.I.D. loan and t e jqint loans as TFpay PP reP4r-P t P4r-Y P#PP4 tp1f the 'proqject, (Paras. 6.07- to 6.iql) A 
c. Excepta A.p D a!!ndp1tp ptPF. Pjn4@r§ Pl- 9 4vR fPP4pt ta~e Or concur ip gny ap~iqp t @p4?4?ppt 9f? Vh4~ vA4 o44y pnpqpial. pligatiqp§ 9. 4?tp pfp p4@ Mg PUP ? PM4R9 AMPRPOpn 



4., be 'rd tQ PgpTA. M iacPcr44PqP Wtb4 $jMPthe t ~ Of t*e Pertainina Sub~iqiary Loap Aa18 iy be required to carry out 
eet pjtCh 'Qe4P'

f the rj' get 14t
w4h 94h
Indonepian currency and for'eign excane tyg eth4e" . 4 *he 
4ocnt loans as may be requi d , ar Q14 p ,
(Par. 6.07 to 61) P
 

e. Ex.cept gs the lenders othep than Ar,,p, sh4l qohprw~e 4grgpl

not take or cQncP !
iz W Acti4pn the fest of ,WO4 .V944be to£pancia! obligatips of ihe p'r4e i0*fy thp444PP the P94nP.0 §u 4ry joQ4

Agreement.
 

f. Cause the Pa4tiopa Fetilizer Ptu4y to be ,Wre4 Put with 4pediligence and efficiency a4 toPap Poppeepifq~e' fot an fifte onthpfrom the date a Contract is executed .withpq;~t 
 -r the q4yig put of
the study. Uoon comp~etion te Sye en s Ta,# sfp p

coPsult with A.I.D. and 
 e other !entjefs tpe fn4$-gs .ade
tejp

mendations arising from this' updy4 and phal tare such 4ptipp rpqi re4d toimp.lement such recommedatioppas shal4 
 Pageed 4Po4
- y the Gqye-ret,A.I,.p, and thbqother leoders. , d :*) 

g. S long ,s the Goyernment sha p~p,l. or cortlpQ the Majority ofthe voting rights ip the meetings ' sareho*4a, *' PU*,
,a for
noninating or voting for the elecQtio 
 qf a, [epbr of the BoQgd of MppageT
ment (Direksi) and the Board of Pi~'eetQrp ( eVn a pf PuRS Mo 

44.D. 
 pane44
and the other lender s of athe Tif$,attppp pf the perpnqit proposes to nominate and/or for 
, qjpe electip it iptepq to yqte; ff4 4,so requested by AJI.D. and the other Tpndersp exchange V4Pvm with paid TeNpr
regarding such proposals. (Paras. 3.Q2 to 3.4TP , L to 54A 7:9) 

h. Reserve or cause PERA.IA tp
4 esea the ap s equired
for the supply of gas to PLRI pur. ua4 tq te g p - r Agrpp 

(Para. 4'.10) 

i. Promptly as needed, take al Teapurp Vi4i~ ,ay be necpa4ry prdesirable to assist PUSRI to Pild Up apd ,a.ip#4 n pp pfaeQtijyP and ecQPPqp1Pmarket ing organization for its f.elrtiizpr PrQduct and to PtipTat MPe Pa4e
of sUch products at competitive prices acqcrdant wp$* PMencijpoup
practices. 
 Such measures sha1 include A r price ppprt prgrp or other.programs w1icn will encourpge 4pmers to P epp 4 ro p i geppUfertilizer at such prices, and the prQyisoq4t p*pT', $#pb4pU, n tbpperiod preceding conlpletiop Qf the project, of,§*pp p p dtpgtrpg.np §
fertilizer sufficiept to enable PIJ 
 to p4rreaO' 4P w4@ 4Ppie P n;4n
 

Copsult vwitb ArT:Pi 4 theat~q 1 @0@r-A4p bP~PP ign4Pgppr-pvig tIhe undertqcin mfay P'4p 
ta4ng Pr

P~P~n4 P@V F, prqjp1p 4nterrit9r-ie. 
 (pam!
 i 

http:gtrpg.np
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4, Carry 04t Part A of the project, or c4u4e Part Aot, tP be qsrvt4With due dilgence 4 effieiency; 4na in gonformtty ytthPQW4fl enlgineering, CO4t~4n :Ficl&, 4 
 fl1r4yp And
 

444Pegieeg C ~ctio o Proprment rvngqfepntg forPart A of the prPoject ad44 411. difcatong the9oFand the other 1epderp for to A,T,D,ap1 1000re approva prior to teir'execut o nor i mP 
 pfaet titpe, n, 
 P p Ao'i o n t ytherewith, 
 (Pra, 5,Q) 

t n
 

P, A4equately mintain, repar and operate, 
 1

coflmercial n4aeeordanqe wlth Po0ipracattp, 
 q ! iiblP Tte and any nnoDftrwtiqo
 
or Facility repUlting fVor their 49,


4, Employ qualified and expeiiepced POPP4t4PtPa'siritifg PU SRIIP Management 4in 
for the poDrpQtaOf(i) the carryingof the project, out of Part A(ii) the deveoprwt (-)of traiin prorap for
PUTI s persop~e! to operate theipc4ldec '4Part A of PInt and related fae!l ippthe rP 4ect, (41) the paekging
Poptrol, 4CUt
ipg of PURJ2' productp Tgaand (i-v) ma~agenrepte~ accounting rip planning,and executiye ptaff t 

t efinancial 
the cQotructiop, i..Qtptart-up reatnqand init operation ofproject, 
 (ParaP, 5,O8, 5,4; 5,4) 7,Q5 

Papt A Of the 
and 7,O8) 

e, Employ qualified and experienced qogtratocurement and con tructioQ for the dppgpl pVoof a44 wor inc!tgef in Port A of the
project and to arrange for training of MJ.T ppnenPI in
operating the plant and related4cilltipp 
inwd i-n Port A ofthe project, 
 (Para, 5,15) 

f, Except a§ A,I,D, and the
pe1fora a.1- itS obligationp 

other 1ederp ph lT otheor-W agree, dilunder
and take no action, 

the Pqri Pi2pm .ng Agreevenor corncureffect of modifying 
in Any gotion hi h wo4ld have thethe fi-nancial opbi-atippo of the patie unqevthe Pupri Finaning Ageee jt,
 

g, Take 
 all action within itp POwer to MaitLAl
lJminted aility itP exiPWPe 4P 4corporation
it 4pdep Tn4onepi-nright to ont carrY lw pjg maintainitPopevtiQnP, 4 to :rPet4n r adDintevret in 1and and propeptipp,

ren'~r nepr; 
and to aqjirp, MAi-nt41 4uc 
 franehi.,P~be peceppa~r. and otherP Pi-htief4l 4 ayi-n the carrying ont of Pert A Of the pojeotor 4-n hp COn4Pt Of 1-4p bPhnPPPe (FPran , 19 to 5,R 



not 4411o 
1400, transfer or otberwise 41mpope of any or itp
 
g, exce~pt I-n the normal 99rg' x~ept as A ,T ,D, h of b~mnegg,d ot e 
 e d r al ot e l g ee
not acquire or etabli,eny 
h1-a.b, 
 1obi' the ore o


this8 PavaLg7ah, the termp 
 "P4ujbgidil Pbo
Which a majority Of the 04tgta4n4ng voting g 
mean an entity of'
 

hall be
Or which Mallhotb~e1 hk odo 
by he effectively qontrollodone 

of Pu BI 
or more gubpidrieP by WRT or 

or by PU31 an4 one orof Its Pubei4iariQP, more 

J, ~;xcept as A,I,D, and the other lendeor bal otherwipp agree,
not make expenditurep) 
or commitments for expeiture
or capital assets for fte(including invegternto in
business entities) until Puch 
or lans to other
ate ae
Qneuded in the project pball 

on Which PUORTie plantbare produchv an aggregate of_30,0O0 metric tons of urea 4uring the lmontb perio4 preceding

that date, except;
(i)expenditureo, 
or commitments for e penditurep required
for the repair, maintenanee
(II) inyestrnent in short term 

or replacement of assets;marketable Pocuritiea eolelyfor the purpose of tempor.Vily employing Its idle fun4e;
(iii) expenditurep, 
or com itmentg for expenditures,
for carrying out Pert A of the projeqtj 

required 
(iv) other expenditures, 
or cofitmente for expenditurep,
not exceeding in the aggregate the equivalent of 1'),500,000
in any fiscal year, (Pergo, 8,Q2 to 8,07)

' Jxqept as A,!,D, and the other lenddor shafll otherwieincur any indelednep agree, not(othevi thanFiancing Agreeent) if, 
vor, (ipplated in the P"Priafter the !neurring ofthe inaebtednepp Puch 4.ndobtednepoof PUT then inrcuredgreater than the equity and ou te-ioding would beOf PORI, For purposes(i)the term "idebtedness" of this seetion,

hall meanincurred all indebtedneosby pUSR!, inc]-uding indebtednepguaranteed by appmned orPU 9R! but qxclu4ng short term debt
Incurred in the ovdi.nary coure
(ii) iWdbtednepp of its bueinpeirPha!! be 4eemed to be "rineurred, under acontract or loan agreerent, on the 4ate it is d2.iawn 4own,pursuant to such Qoontr't or loan agreement, and under
a guaranty agreement, on tho date the 
avreemenb provi4Ing
for Pugh guaranty shall have been entee4 Into$
(:w44) 
the term 'toquityF shall man the ageagtA,
4Nimpa4ir4 paid in capital of MORI 4n 
of the
 

the 4na.llorated
urplue in reeervee not got apart for any gp@@ifio

p4poee
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(IV) whenever in connection with this oection it shall be
be neccosary to value in terM0 of Indonenian currency
debt repayable in
a foreign currency, ouch valuation
shall be made on the basis of the prevailing lawful rate
of exchange at which such foreign currency could be
obtained by Pusri at the time of such valuation.
(Puras. 8,02 to 8,07)
 

Except as A,I,D, and the other lenders shall otherwise agree,
make accounting arrangements to;
(i) fully depreciate its present depreciable fixed assets
relating to manufacturing operations by the end of 1975,
 
(iW)fullyand 

depreciate those depreciable fixed assets to be
constructed under Part A of the project relating to manufacturing operations over a 12-year period starting at
the close of the fiscal year during which such assets
will have been placed into service, and
(iii) 	fully depreciate other depreciable fixed assets inconformity with consistently maintained sound financialprinciples, (Paras, 8,02 to 8,o7) 
, Except as A,I,D, and the other lenders shall otherwise agree:
(i) not declare any dividend or make any distribution with
respect to its capital shares except out of its
accumulated net ear-.'ings;
(ii) not pay any dividend or make any other distribution
with respect to its capital shares (other than dividends
or distributions payable solely in such capital,shares)
or purchsse, redeem or otherwise acquire directly or
indirectly for any consideration, any of such capital
shares if, after giving effect to such action, the quick
assets of PORI (as defined below) would be less thanthe current liabilities of PuSRI (as defined below);(iii) 
not pay any dividend or make any other distribution with
respect to its capital shares until such date as on whichPUSRI's plant included in the project shall have producedn aggregate of 300, 000 metric tons of urea thedurilig12-month period preceding such date,
 

For purposes of this section:
(a) the term "quick assetsl shall mean cash, securitiesreadily convertible into cash and trade receiVables
realizable within one year;
(b ) the term "current liabilities" shall ean liabilities
due and payable and all other liabilities which would be
due and payable, or could be called for payment, within
one year includilig tho portion of long term indebtednofi
falling due within one year, 
 (Paras, 8,02 to 8,Cq)
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l. 
Perform its obligations under the Gas 
Purchase Agreement and,

except as A.I.D. and the other lenders shall otherwise

not take, or concur in, any action which would have the effect

of amending, abrogating 


agree,
 

assigning

Agreement or waiving the Gas Purchase
or any provision thereof. 
 (Para. 8.01)
0. 
 Make all reasonable efforts prior to operation of the plant
 
its arrangements and facilities for marketing its fertilizer
 

included in Part A of the project and thereafter, 
to improve
products and to develop and maintain 
an effective efficient
marketing organization. 
 (Para. 7.08)

12.12 The A.I.D. loan, and those of the other lenders, are premised 
on
 

reasonable evidence that PUsRI has the capacity to develop necessary distribution
 
and marketing arrangements

which will be manufactured by the expanded facilities, and that the Indonesian
 

to handle the increased quantities of urea fertilizer
agriculture 

increased amounts. 


sector has the capacity to absorb and to utilize effectively such
 
It is clearly recognized in this paper that substantial
 

measures will have to be undertaken by both 
 JSRI and the Government 

about these increased capacities, and the loan has been so structured 

provide reasonable to bring


assurance 
of this result. as to
A key factor in this regard will
 

be the IVational Fertilizer Study being financed by the UIVDP and implemented by
 

the IBRD, which s Just getting underway. 
As noted above, important loan
 
covenants deal with both the conduct of this study and the implementation
its recommendation,
 of
 

Government, and the policies and measures it takes to create the framework for
 

12.13 Another key factor bearing on this problem is the attitude of the
increased fertilizer 
usage,
(and one 
 Perhaps the most significant
strongJy advocated by A.I.D.) 
 step taken to date
is the establishment
Policy to stabilize the rice market and provide proper incentive for greater
 

of a rice price
rice Production and usage of fertilizer. 
 (See Annex 21.)
12.-14 As a preconditionreceive frol of the projectthe Governm1ent the lendersoffic,-l requestedletters and willsetting forth the GovernmenLIsand marketing of fertilizer. These statements 


existing and future policies with respect to agriculture and the distribution
 
were the subject of discussions
 

among the several lenders and borrowers at the time of the IDA/ADB negotiations
rel'Qreaced in 


and have been agreed to in principle by all concerned. 

Governmental policy framework sustaining this project. 

They will be directly

the A. £.D. loan agreement, and, as such, will constitute the
two letters are included in this paper as Annexes 


Draft copies of the
21 and 22in Paragraph 11.01, 
and are described
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12.15 The A.I.D. loan agreement will also contain the following terminaldates for actions required under the loan:
 

(a) Fulfillment of conditions precedent to disbursementEligible Item for the first- four months from the execution of the loan agreement. 
(b) Receipt of requests for letters of commitment or other commitment
documents 
- 42 months from the execution of the loan agreement.
 
(c) Receipt of documentation for disbursements  48 months from the
execution of the loan agreement.
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XIII. 
LOAN IMPLEME 

A, Procurement Procedures
13.o 
 Sections 5D and 5E of this paper describe the genera! plan
 

for project management
necessary
in Prncipa y and execution*
materialsansevc.
al 

i 

and servics and for procurement
n 

b Of the
negotiations 

This plan was devised and adopted
 
a.1 parties concerned during the IDA/idB Washington
 

and has been formalized 
in a "Memorandum
thespDn/ADngashxectt
attachee of Agreement
as
formally 20
Responeing Project Execution, Procurement and Use of Loan Funds"


agreed
respective 

It is expected that this Memorandum

to by each lender and borrower will be
loan agreements 
 at such time as the
are executed, and thus will constitute
 

the basis for the physical implementaton Of the project.
13.02 
 The procurement 
plan reconciles 

key considerations: 

to the extent possible, four
,
 

i. Amount and source of the separate loans;
ii. Amount and source of the tied procurement
(representing 

"i. 

56% Of foreign financing);
Most economic and effective 
use of the
available financing;

iv. 
regulations;
Special lender procurement 


procedures

and provides reasonable 

and
 

by the respective assurance that the financing being provided
With their assistance
takingsegment for PUSRI. 

lenders will be in their own interestsprocedures

Itasr and result in compliicesegnth f andh in anthe 

s e slinaecomcudreconomc Under.pdroect (the general construction 


of the proj It assures the United States of a major identifiablewith the standard AID Procurement contract),cpiace
requiremens
on our balance Of payments. (see Section X D). 
ad a favorable impact


13.03 
 The first contract contemplated
of the Technical Advisor. 
 by the Memorandim
on the basis of the Memorandum, is that
vided by the lenders 

One of his first tasks Will be to prepare
and of further information
detailed description 
as to their speciic procurement to be proof the procurement requirements


procedures a
implementing 

the project.. to be followed in
1.3.0o4 
 Leadership


continue and coordination 

Of the project has been, and will
 

Will function 

to be, 

as 
by the IDA acting in conjunctio
a bilateral lender with respect to Such matters 


with the ADB.atisfar.ioin Of conditions precedent, adherence to loan agreement 

AID)
 
as
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covenants, and inspections, but viii channel other loan implementationmatters, such as procurement coordination* through the IDA/ADB.Necessary AID approvals of procurement documents and awards vill be
made in this manner. 

B. 
Construction and Disbursement Timetables
 
13.05 
 As indicated in paragraph 5.21, project construction is
contract is awarded. 


estimated to be completed 30 months after the general construction
The project schedule, presented in Annex

projects that this contract will be awarded in January 1971 and con

,
struction will be completed in June 1973. 
Under FDA procedures,
solicitation of interest had already been sent to prequalified firms

experienced in modern ammonia/urea plan technology to act as Technical
 

a
 

Advisor to PUSRI. 
The selection procedure should be completed and
 
this contract awarded by July 1970. 
With this timing, the AnnMe
schedule would be delayed by about three months, pushing project
completion to October 1973.
 
13.06 
 Because only about half of the AID financing has been pre
allocated to specific items 
-
the balance to be attributed on the
competition 
-

basis of future awards to U. S. suppliers resulting from international
 
accuracy the drawdown of the AID loan. 


it is not possible to project with any reusonable
 
However, it is reasonable to


expect that the U. S. general construction contractor will require

mobilization payments in the second quarter of CY 1971, and that the
 
balance of his contract would be disbursed evenly over the life of
 
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 Millions
 

1970 
$ 1971 

$ 81972 
$61973 
$ 6 
$02 



ZBONRIA 	 - PUS VrnlTZ LZ • 

Rict Production 
Definition of Term 

Dry Stalk 	Padd-y (or Padi)
 
The harvested 
rice plant with grain& of rice still attaehed tothe stalk, the whola having been air dried but not threshed.
 

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

Harvested 	rice grains which have been separatedby thrashing 	 from the stalkbut before any other treatment.
 

Brown (or 	Cargo) 

Paddy with the hulls removed. 

Milled (or cleaned, white, bars) 

Brown rice which has been put through a milling processi 

Yield from Paddy 

This varies in different countriesthe same country. It also varies with 
and in different regions ofthe care used In threshing andMilling. 

In Indonesia the following yields are typical and will be usedIn this report: 

1O0 tons of dry stalk Paddy - 80 tons of Paddy 
62 g " Brown 
52 " " Milled100 tons of Paddy 	 a 77 Arom 

65 " " Milled 
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The 11IHAS and I [AS Prorama 

In 1963 the Government of Indoneia began the 8IHAS 1 
Progrhm
under which selected blocks of farmers were offered a package of inputs o,
the basic of a group credit against collective collateral security. 
These
block credits were tied to the use of subsidized inputs of fertilizers, insecticides and sprayers and included also a cost of living allowance for
the part icipating farmers. A variant of this scheme (BIMAS BARU) also ineluded seeds of the high-yielding PH variety, and to reflect the higher fertilizer responne potential of these rice varieties, the fertilizer applications prescribed under this scheme were adjusted accordingly. 
 It was further
envisaged that after the provision of BIMAS-type credits for one or two seasons, the farmer 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 the 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 addition, 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 BIMAStype programs and increasingly aware of soma of the logistical inefficiencies
of the ongoing programs, the Government of Indonesia embarked in 1968/69 upon
an alternative form of implementing mrss guidance programs (BIMAS GOTONG RC.-
JONG). 
 Under a contract with the Government, first one and in the next season several foreign companies undertook to supply, distribute and finance
BIMAS-type inputs. 
 In close parallel to the BIMAS program the foreign com.panies each provide a designated block of farmers with fertilizerb insecticide, spraying services, cost of living allowances and extension advice.Farmers within these program areas receive the generally prescribed inputsin kind, without having to provide collective collateral security, and payment is provided for by the delivery of one-sixth of the respective paddy
crop to the Government rice procurement agency (BULOG). 
 In the cobnng crolpyear the farmer will have to pay for the input package received either incash or in ricc converted at a price equivalent to Rp. 26 per kg. of milledrice. 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 Mamsal Soa Sembada Bahan Makansn"literally means "guidance for self-aufficiency in foodituf t". 
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MaJor AsAumptlons Unind in 7nan la?rojectLon, 

it 	 Uan Price
 

A price of Rp. 
 22,000 (067,50) per ton of ureA FOB 	 Paleban hasbeen asumed throughout the projections, 

2. 	 -ale Volume and ProductionJ Und..up 
The followingaae volume and production build-up have bean asaumd for the expansion project.
 

PerIod Produced 
...... (ltono) X of rated Storcdcact:PCly (tOlno) Sold(t~one) 

1973 47,000 50X 20,000 27,000(lat quarter)1974 	 308,000 
 81X 70,000 238,000
1975 	 335,000 
 932 27,000 328,000
1976 	 376,000

Onwards 	 99X 10,000 366,000
3800000 
 IOU 
 380,000F4atng 	operations Are anu4ed to produce and eall 95,000 tong per annum 

until 1978, 
3, 	 InventoriesandReceivables
 

For extating opernlon4, 4nventor so 
 and receivables are anaumed
to stay conqntnt an Pecermbr 31, 1969 level. 
A on-e-yoar Pupply of catalyst
and chemicals And b iggina aerial, a four-month stock of urea at cost sandtwo months, receivables are assumed for the expanson project.
4, Production Co t Etimates forthe Exi .tin.Plant 

Production cost of other oepanse of the exietnm4anufacture of 95,000 tong of 	 plant for theuroa p,a, 	are broken down a" follows; 
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Annual Unit
 
COnt con t 

(A) Variable Conts
Natural gaa 51 MSCF/ton * 200/K4CY 969 10.20 
Catalyat and chemicals 
 126 1.33
 
Bagging coat (materials only) 	 437 4.60
 

1,532 16.13 

(b) 	Fixod Coto
 
Maintenanco materials 
 650 6.84

Labor (including benefits) 
 1,041 10.96
 
Inouranco 
 52 0.55

Supplien and Expenses 
 212 2.23
 
Depreciation 
 1 929 20.31
 

(c) 	Indirecc expenses 
 702 7.39
 

(d) 	Total centa 
 6,118 64.41

(rupiah equivalent) 
 (Rp. 	1,994 (Rp. 20,994)
 

million)
 

5, Production Cost EntImnteu 
for the B papion Prolect
 

a) Aouurnlng no ammonia lovee between the ammonia and ureaplant, the unit consumptiona per metric ton of prilled urea are taken as
 
followal
 

Ammonia /L Urea Total
 

Gaeoua carbon dioxide (tons) 0.76 0.76
 
Steam (lba) 
 3,000 3,000

Power (Kwh) 
 58 170 228 L2 
.Boiler feed water (lb.) 
 2,300 4,300 6,600

Natural ga (SCF) 
 21,000 	 21,000 L3
 

Ll Ammonia consumption per ton of prilled urea to 
"oumed at 0.58 tons. 

L2 Excluding power for cooling rater, peak demand 
283 Kwh. 

L3 Proceas only. 
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b) 
 Over-all gas consumption per ton of urea would beIncluding additional requirements 31,000 SCpration and offaites. of 10,000 SC? for power and steam gene-The average thermal value of the gas1.000 BTU per SCF. Gas Is asmed atper 1,000 ScF 
prices are assumed to gradually decline from 19.7€in the first full year of operation to 18.80 per 1,000 SC? in
the fourteenth year of operation as 
detailed in Annex 16.
 

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

and bagged urea at capacity operation (380,000 tons p.a.) are estimated asfollows:
 

Annual 
 Unit
 
cost cos
 
($'o-) 
 (/ton)


(a) Variable costs
Natural gs 31 MSCF/ton /1Catalyst and chemicals 2,215 5.83 
Bagging cost (materials only) 

505 
1,748 

1.33 
4.60 

4,468 11.7
(b) Fixed coatsMWaintenance 4.5% on $60.1 million 

Labor (including benefits)800 men @ $1,000/man/year
Overhead @ 150% of labor 
Depreciation 10% on $70.3 million 
Indirect expenses
Interest 12% on 50% of $61.5 mllion loan 

2,732 

800 
1,200 
7,030 
1900 

3690 

7.19 

2.10 
3.16 

18.50 
5.00 

9.71 

17L352 
 45.66
(c) Total costs 

21.820 
 57.42
 

(rupiah equivalent) 

(Rp 7,113 
 (Rp 18,719)
million)
 

/1 
 Calculated at 18.80 per 1,000 SC? representing the 14
-year
 
weighted average. 

6. 
 Loan 

Government financing would consist of anRp. 1,988 million ($6.1 million), equity Investment ofmillion (13.2 a subordinated loan (Class B) of Rp 4,303
million) having 
a 6-1/2 year grace period with maturity of
 



ANNEX 9
 

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 construction of Rp. 1,729 million ($5.3 million), having a 4-1/2 year graceperiod with maturity of 12 years thereafter at an interest rate of 12Z.
payment of the senior loan would be in 	
Re

24 equal 	semi-annual instalments commencing on May 1, 	 1975 and ending on November 1, 1986, on the basis of constant annuities of principal and interest. The first 	 interest payment wouldbe on May 	 1, 1974. Repayment 	of the subordinated loan would be in 20 equal
semi-annual repaymnts on a straight-line basis commencing May 1. 1977. Nointerest 	would accrue until May 	 1, 1974 and the first interest payment

would be due on November 1, 1975.
 

7. 	 Income Toxo
 

The expansion project is assumed to have a five-year tax holiday
and 45% income tax will be paid after that. 
The existing operation will pay

45Z throughout operation.
 

8. 	 Dividends
 

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

Industrial Projects Department
 
April 20, 1970
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ANNEX 14
 

P.T. PUPUK SRIWIDJAJA 

Sensitivity Analysis of Financial Projections 

Assumptions common to all cases
 

1. 	 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 valua of the plant at the end of the fifteenth
 
year of operation is 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
 

1. 	Assumptions as detailed in Annex 13.
 

2. The case yields an 11.4% return.
 

Case B
 

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

2. 	The case yields a 9.2% return.
 

Casn 	C
 

1. 	A sell:tng 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 million 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):
 

% of rated 

Period Production capacity Stored Sold 

1973 (Oct.- Dec.) 
1974 

46,000 
258,000 

50 
68 

13,000 
28,000 

33,000 
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 1.4
 
Increase in services 1.0 
Overheads (pre-operating 

expenses and interest) 5.8
 
Gas charges capitalized 2.5
 
Additional interest 0.3
 

Total 	 11.0
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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):

% of rated
 
Period PLoduction 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 vs. TJIREBON
 

1. 
 While, in the absence of sufficient proven gas reserves at Tjirebon, the proposed expansion of PUSRI offers the only opportunity for Indonesia to replace quickly the imports of urca by local production, the Asso
ciation and ADB have also considered an part of their evaluation of the
project, whether the Government's decision to proceed with PUSRI could be
justified if sufficient gas reserves were discovered at or near Tjirebon
before commitmnts 
 had been made for PUSRI. 

2. 
 Since Indonesia will need, in the foreseeable future, two large
nitrogenous fertilizer plants, and since no other usable gas deposits are
known, a decision betweon PUSRI and Tjirebon becomes a matter of thesequenc in which the two plants are to be built.
 

3. If Tjirebon were built first, gas presently flared in Sumatra
in connection with crude oil production could be conserved only if it couldbe stored underground by re-prossuring abandoned deposits. Underground storage is necessary because no other viable gas deposits are in sight and continuation of flaring would reduce reserves below the lcvel necessary for
operations over the economic life of the plant and therefore leavo Indonesiawith only one plant. It is by no means clear that underground storage is
technically feasible; engineering studios and exploration by drilling would
be required to established the feasibility. Substantial costs would be ircurred for such studies, as would the additional expense involved in carrying out such underground storage. In the moot favorable case, i.e. that
such underground storage is found technically feasible and 
 that 	nothing morethan 	the cost of the presently proposed gas conservation project and itsoperation would be involved, the additional cost to the economy would come
to $4 to $5 per ton of urea, depending on the length of tima the conservation achem, would have to operate without earnings.l/ This would effectively increao the coat of production at PUSRI by roughly 10%. The more likely

case 	is one which would so raise costs at PUSRI as to make it uncompetitivewith 	imported fertilizer at the world market prices expected in the mid
1970's. 

4. Tj~rebon is located on the island of Java, where about two-thirds
of all fertilizer used in Indonesia is consumad, and would therefore have a
definite transport cost advantage. While sufficient data are available toquantify this the transport cost advantage which Tjirebon has would probably not offset the minimum cost of gas storage at PUSRI. Thera are no com
pression and storage costs involved in Tjirebon, since the gas so far found 

1/ 	 In the absence of earnings, compound interest and the cost of opera
tion would have to be capitalized until PUSRI'a expanded plant goesinto operation and would have to be reflected in.the gas price PUSRI 
would have to pay. 
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in high prezoure non-anoociated gao not connected with oil production. Ex
ploration wells so far drilled are capped; production drilling would be taken 
in hand as and when gas in ncedcd. To sum up: the trasport cost advantage 
which Tjircbon has over PUSRI appears inaufficient to justify the expense 
and the rick involved in the underground gas storage, that would be neces
sary if Tjircbon were built first. 

5. It is obvious that Tjircbon ca a grass roots plant -would require
 
a considerable c-.ount of infrastructura invcot=:nt (roadst, port, water sup
ply, aito prcparation, houring) which PUS1I does not require because it al
ready exioto. Prcrcnt offcito facilitics of PUSRI can partly be used for 
the expansnion. PUSRI therefore has a clear advantage in capital coat if one
 
assumes that the coat of production facilities for the aae plant capacity
in both locations would be about the cane. Without reliable estimates of 
the cost of infrastructure invostmnto necded at Tjircbon and of gas under
ground storage at PUSRI the comparativc cost advantage inherent in the se
quence - PUSRI first and Tjircbon, if sufficient gas is found, thereafter, 
cannot be quantified. Howcvor, it is in any event large enough to justify 
the Governzeont'a decilson to proceed now with the expansion of PUSRI. 

6. Finally and r.st importantly the foregoing in baned on the assump
tion that a plant at Tjircbon could be proceeded with i=diltely. In facto 
even if adequate gas rcoorvco were discovored at Tjircbon tonorrow, cosid
erable tite would be rcquircd for feasibility study of a specific project,
for appraisal by lenders and complotion of financing arrang=nnto. This 
would require perhaps one-and-a-half years. Moreover the Govarnmant's sched
ule calls for completion of gao invectigations in West Java, to determine 
whether adequate reserves exist, only by the and of 1970. Thus if a deci
sion were made to proccd with Tkirebon first, the benefita of the PUSRI 
expansion - including foreign 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
 

I
 
FROM HIGH PRESSURE 

ESTIMATED MAXIMUMGAS WELLS 

32,400 COINCIDECT DELIVERIES 

MCF PER DAY
 

Rofiner 8 Others 21.400 

TO MARKET

TO GAS LIFT FROM WELLS 

1,400 31,000 56,1009 

TO.. 
 Pusri Fortilizer 32,300 

TO MARKET JoM 2,400 

FROM COMPRESSORS Total 56100 
25.100 

FIELD SALES 

23,800 48,900 aBLO§E = 6,100 

Compressor 0 6,100 
Cap,00t P FHE 0 

COMPRESSOR
1,000 HP 
48,9oo
TO GAS LIFT 49,700 Mcfd 

TO S at Olbs & IOOFSuction 4 t3 I 
58,10 58,00 ,10025,200 
 58,100 to 750 lbs. Discharge 1 9,200 6,100
 

GAS LIFT 25,200 FROM LOW & 
ASSOCIATED MEDIUM PRESSURE GAS WELLS
 

GASt 32,900 -0-


TO FROM FROM 
OIL WELLS OIL WELLS GAS WELLS
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APPROXIMATE GAS FLOW IF CURTAILMENT OF NON-PROCESS USES 
IS REQUIRED IN 1983 

CURTAILAB LE 
FROM HIGH PRESSURE REFINERY 11,900

GAS WELLS
34,000 (1 2,300) NEW CUSTOMERS 
TOTAL 

9800-,0 
21 ,700 

ESTIMATED 

COINCIDECT 

MAXIMUM 

DELIVERIES 
I i 

MCF PER DAY 

TO GAS LIFT 
-0GFROM 
-O-

TO MARKET 
WELLS (12,300)* (41 ,800)* 

Refinery 8 Others 21 ,400 

34,000 63,500 

.. Pu.riF.rtilizer 32,300 

TO MARKET
FROM COMPRESSORS C 9.800Total 63,500 
29,500
 

CURTAILABLE 21,700 

MINIMUM REQUIREMENT (41 ,800)* 

FIELD SALES
11,000 11,000 40,500 
 qES_
iL0 .. 6,1oo
 

A 

Comproscor 40.500 
 6,100

13,000 HP \./Z,.Copacity CapacityFUEL o..,oo COMPRESSOR 3,100CMRSO ,0 

TO GAS LIFT 49,700 Mcfd F0EL11,000 0at Olbs a IOO FSuction 400 i
 
32,100 to 750 Ibs. Dischargo3° 49,700 3,0 0 

GAS LIFT 11,000 FROM LOW a
 
ASSOCIATED MEDIUM PRESSURE GAS WELLS
 

GAS 21,100 17,600 

lt * REQUIREMENTS WITHCURTAILMENT 
IN EFFECT 

TO FROM NAOIL WELLS OIL WELLS GAS WELLS
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FERTILIZER PLANTSAPPROXIMATE GAS FLOW IN 1984 WITH NO STANVAC SUPPLY AND BOTH 
OPERATING WITH CURTAILMENT OF NON-PROCESS USES 

I
 
FROM HIGH PRESSURE CURTAILABLE 

GAS WELLS 
61.800 (18,500) 

REFINERY 
PUSRI I 

11 ,900 
13.900 

ESTIMATED 

COINCIDECT 
MAXIMUM 

DELIVERIES 

NEW CUSTOMER 10,700 MCF PER DAY 

TOTAL 36.50- R !finzry Others 21, 400 

TO GAS LIFT 
TO MARKET 
FROM WELLS (15soo)* (42.800)-' 

52,300 79,300 
. ... . .... .... Pu .ri Fo r t ilizer 47 ,2 00 

_ _ _. ____ ___ __ 

L ! o.700TO MARKET 
 Total 79,300FROM COMPRESSORS 
27,000 

CURTAILABLE 36,500 

MINIMUM REQUIREMENT (42,800)* 

FIELD SALES 

10,100 37,100 a LOSSES -- 6,100 

Comprescor_ 37,100 6,100 

13,000 HP COMPRESSOR3, 1oo
Capacity ElUE 

49,700 Mcfd 
310L 

TOGAS LIFT at Olbs B 100FSuction 37,131 0 
, 00 to 750 lbs. Dischargo 9200 . ,
 

30,100 46,300 .6,100 

GAS LIFT 10,100 FROM LOW &

4 EDIUM PRESSURE GAS WELLSMASSOCIATEDASIAE 
GAf 20,000 16,200 

* REQUIREMENTS WITH CURTAILMENT 

IN EFFECT. 

TO FROM FROM Ti 
OIL WELLS OIL WELLS GAS WELLS 

IBRD - 4724(R) 



rFW DIAGRAM AS CONSERVATION SYSTEM 
REFLECING 1973 CONOtTIONS 
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PUSRI FERTILITZR PLANT EXPANSION - 660 TONAMONIA CAPACITY
 

SCHEDULING OF CONSTRUCTION AND EXPENDITURES 


GASCONSERVATION, TRANSMISSION ANDTREATING SYSTEJ
 

Foreign 202,00 


7'1111121'14il~81 1 21? 

Foreign $2,902,000 

Compressing Local -O-

Stat ionsI 

I I I I I I I I 
 I ' I
 
Foreign $I00,000 

LLccal _u_
 

Foreign -0.
 
Tocn1 $45,000 

I -0-
Foreign 

ooc$20 $1,482,000
 

S 2,00
l, a 10,500
 

Foreign $122,000

Local $ 27,000
 

Lines & Other Foreign $1,369.13UPp 

E upment 
 Lc 0 7 

SForeign $781 220 
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Foreign $1,566,240 

Local $ 517,080 
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Local $ 91000 
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oicign $112;4oo0L
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Local $130,060 
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TABLE 16-1
 

PROVEN RESERVES PERTAMNA
 

(In Billions of standard cubic feet above 441 pounds)
 

Reserve 12/31/67 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 
Tandjung Tiga - 18.329 - .056 
Talang Djimar 3.429 49.370 3.340 43.311 
Tandjung Miring - 7.275 - 1.328 
Linau Niru 1.960 10.559 2.146 25.632 
Limau (Middle & West) 31.568 41.460 23.502 43.509 
Limau East "P" 54.59.3 14.83.3 5 -24 4.986 
Limau East "Q1 23.262 97.541 60.418 59.882 
Karangan 3.422 - .3.421 2.81.1 
Benuang 9.044 - 9.042 -
Benekat East 23.216 - 23.212 
Betung 21.948 - 24.476 
Belimbing 1.794 - 2.312 11.038 
Kuang 5.403 - 59.804 5.130 

Subtotal 244.827 311.172 

East Tandjung Tiga . 53.700 
Pagerdewa - 17.000 _ 

Total 244.827 372.329 381.872 293.904 

Total Associated 
Plus Non-Associated 617.156 675.776 

Transportation Proj ects 
April 20, 1970 



TABLE 16-P
 

CLASSIFICATION OF RESERVES
 

Proven (A) : Gas ramerves where :
 

The gas is 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.
 

(i) The gas is readily available without further stab
surface expenditure. 

'(ii) The gas is only available after minor expenditure. 

(iii) 	The gas is only available after major expenditure.
 

Proven (B) ; Gas 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.
 

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

(ii) 	 The gas is only available after minor expenditure.
 

(iii) 	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 interpreta
tion, and side wall sample evidnc3.
 

() 	 Unassociated with an economical oil column.
 

() 	 Associated with a proven but probably uneconomical
 
oil column, or where the presence of an oil eplumn
 
has not been disproved.
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Possible
 
to be discounted
 
75% : 
Gas reserves where
 

The presence of gas has been indicated by log and struc.
tural interpretation only.
 

(1) Unassociated with an economical oil column.
 

(ii) Associated with a proven but probably uneconomical

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

Associated Pand Non Annociatod Gas
 

Gas in found "associatod" with oil and in "non-as ociaedAssociatcd gas fts fro fields.
 gas produced from a gas cap overlying an oil pool
or is gasTd.oolvod in a&nd produced in solution with o:Ll. As oil hasgreator valuo themn gas, associated roervos are usually identified as aby-product of oil diicovery and the recovery of nuch g~s reserves is
governed mainly by the rate of oil production. Non ass.ociated gas isfree gas not in contact with oil or produced independently of oil in ouch
a way as nct to affoct the ultimate crude oil recovery. Such gas reserves
can be measured wi.th acceptable accuracy. 
Through pressure differential
calculations, recoverability can also be estimated.
 

Transportation Proj ectr
 
Ap,-il 20, 1970
 



TABLE 16-3
 

SUMMARY OF COSTS AND CAPACITY 

GAS CONSERVATION AND TRANSMISSION PROJECT
 

000's U, S. Dollars
 

Total Foreign Local 

Gas Conservation $ 9,5OO $6o665 $2x835 

Pipeline h,5OO 3,125 1,375 

$I4,000 $9,790 $4.,210 

Line Size - 12" diameter
 
Pressure - Prabumulih 720 psig
 

- Pusri 575 psig
 

Working Capacity 34,000 Moft/day
 

Compressor Capacity about 50,000 Hcft/day
 

Transportation Projects
April 20, 1970 



PERTAMINA GAS CONSERVATION PROJECT
 
COST OF GAS COMPRESSING STATIONS
 

TABLE 1&
 

4,000 Horsepower Station
 
_Cost . Thousand U.S.$
 
Total Foreign Local
 

600 600 
40 40 
140 140 

60 60 
 -
56 56 
 -
60  60
 
40 25 15
 

921 75
 

416 
 - 416
 
136 60 76
 
14 14
 

84 84 
 . 
40  40
 

690 158 532
 

6 6
 
9 9 .
 

35 
 35
 
50 15 35
 

1,736 1,094 642
 

Materials
 
Compressors 

Spare parts 

Scrubbers Coolers) 


Valves etc. )Station Services 

Auxiliaries 

Buildings 

Freight to Site 


Cons truction
 
Civil Works 

Site Supervision 

Testing and 


Commissioning)

Engineering 

Administration ) 

and Overheads)
 

Contingency

Compressors 

Other Materials 

Construction 


Total Each Station 


Summary:
 

3-3,000 Horsepower Stations 


1-4,000 Horsepower Station 


Total Cost 13,000 Horsepower 


3,000 Horsepower Station 
-Cost - Thousand U.S.$ 
Total Foreign Local 

450 450 
30 30 
 -

105 105 
 -

45 45 
42 42 
 -
45  45 

30 20 10 

747 
 692 55"996 


312 
 - 312 

102 50 
 52 

12 12 

63 63 
 -
30  30 


519 125 394 


5 5 
 -

26 
7 

.
7 

26 

38 12 
 26


1,304 829 475 


3,912 2,487 
 1,425
 

1.736 1,094 642
-


$5,648 $3,581 $2,067
 

Transportation Projects
 
April 20, 1970
 



TABLE 16-5
 

INDONESIA 

PUSRI GALS CONSERVATION AND TRAMsMISSION PROJEcT 

M/Zpt . tn drlyin theFilienal P.e~ctioD 

.	 Grin Con.ervatI,. 

it is, avtaod that: 

(a) 	one compranoor rIll be put Into operation In 1971; another 

five in 1972 and azother seven In 1973 with a total of 13 

co=proozoro; 

(b) 	C-a transmiaoion pipaline will not come iuto service until 

the 4th Quarter of 1973; 

(c) PERTAIINA will trko a maximum of 6.16 B cft of Sao from 

tho co;zpreocion znd conzorvation system in 1973, but 

will reduce its requir=ent to 4.96 B ef by 1977 in 

order to acco=odato the increaoing demand of the trans

mulolon pipelina oyatom from 1.70 B cf In 1973, rising 

to 11.80 B cft in 1977 and thereafter; 

(d) doprociation io chcarod on the basis of 20-year service 

life 	 ond otraight-line wthod; 

(a) 	 the deprociation on conservation asets accrued each year 

Ic c.sumod to be entirely usod to repay the loan principal; 

(f) 	 the Govornmant loan covering compreasion and conservation 

will bo a loan of 23 years, including a gracu period of 

three years, at 12% interct pe annWm, to be repaid In 

40 somi-annual lutallmanto of equal principal payments, 

vith 	the first installment being due on November 1# 19Y4; 



TABLE 16-5 
Page 2 

(g) 	 the Operating costs before oepzciatlon starting from 

1974, the firat year in full operation, include labor 

$69,000. field equipment $39,800, staticn oil $113.900. 

other materials $130,000. insurance $14,000 (about 0.5% 

on 1/2 of comprescor's cost) and other expenses (right

of-way, etc.) $5,000. Operating costa for years before 

1974 are reduced in proportion to gas compressed. Con

sultant's costa of $250,000 were treated as additions to 

the conatruction loan. 

2. 	 ,Cn.TrnnaminniQn 

It is aoumed that: 

(a) 	 the gas taken from tho compression aund conservation system 

will increaoe from 1.70 B cf in 1973 to 11.8 B cf for 1977 

and 	thereafter;
 

(b) 	 depreciation is charged on the basis of 20-year service 

life and straight-line mathod; 

(c) 	the depreciation accrued oach year will be entirely used
 

to repay the loan principal with the exception that the 

depreciation to be accrued on both conservation and trans

mission onacts in 1972 to 1974 will be held as working cap

ital 	until the last three years of the loan period when it 

,l1 be used to pay debt service; 

(d) 	the Government loan covering compression and conservation 

will be a loan of 23 years, including a grace period of 

three years, at 12Z interest per annum, to be repaid in 



TABLE 16-5
 
Page 3 

40 semi-annual installments of equal principal payments, 

with the first installment coming &e on November 1, 1974; 

(e) the Operating costs before depreciation strating from
 

1974, the first year in full operation, include approxi

mately $8,000 for labor, $10.000 for fuel, materials,
 

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

Operating costs in prior years are reduced in propor

tion to gas throughput.
 

Transportation Projects Department
 
April 20, 1970
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AYDRTIZATION OF DRILINmG COSTS AND EFFSCT ON DFILIVEPED GAS PRICES 

Assume:
 

(ii)
i) Well drilling cost is $160,000
No. of wells 
 as in schedule(iii) 121.8 provided by PERTAY4aNABscf taken by PUSRI(iv) Amortization 12%, 10 years, I015-20 years to 15 yearsat 12% over 10 years due 

at 12% over remaining contract,to renegotiation and extension in the 15th year. 
Annual Cost 

Add to Basa
Gas Price
eaWells 
 Base Price
drilled 
 Cum o. 
 ($'000) 
 (0 MCF)1973 F)st 

1974 


-
 25.1
1975 
 - 19.7

1976
1977 - 1 19.h1
1978 28
1 .24 18.9
2 18.3
56 
 .47
1980 17.818


2 
 3l&0
1981 
 2 1.18
1982 17.2
1 196
8 1.66
1983 
 252 16.7
1 2.13
9 
 476 15.6

198 4.038 15.1
87 
 566
1985 3 4.79


1986 20 566 4.9 14.5
1.0
1987 
 20
*2 
 636
1988 22 .692 5.38
2 5.86 13.5
24
1989 7h8 12.9
2 6.33

1990 26 12.4
804
2 6.8o
28
1991 11.8
860
2 7.28
30
1992 916 31.3
2 7.7532 
 972 10.8


7.68

1993 9.1 

-1994 972 
 7.68
972 7.9
7.68 
 4.5 
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ANNEX 16-8
 

Total
 

Tota 
 c e
 

25.1
 
19.7
 
19.4
 
18.9
18.5
 

18.3
 
18.4
 
17.7
 
19.1
 
19.318.8 

18.9

18.8
 
18.7
 
18.6
 
18.6
 
18.6
 
16.8
 

15.6
12.2 
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-- OUWTRY PNWFOR I ,CE 

A. '2'es-3 Tcvrd9 ounta.Zas 
2. FAA §201(b)(5) 2o(b)(?), 

8
22b .93Discuss the extent

to vRch tne co is:
itntr. 


(a) I'a .ig arppropr ateefforts toincrease food 
(a) Indonesia is giving priority attention toproduc2ion ar.dinprove 
projects which aim at increasing food production,productionfood improve particularly the production of rice, and ismeans for food storage and reviewing, with the assistance of ADB and severaldonor countries, the problem of inadequate food
storage and distribution 


facilities.
 
(b) Creatig a faworabZe 

cZimcate for foreign and 

(b) The GOI has enacted a comprehensive law withbuilt in incentives for encouraging foreign capit-:domestic private enterprise investment, concluded an Investment Guarantyand investment. 

Agreement with the U. S., 
enacted new banking
legislation which will permit foreign banks to oce.
branches in.Indonesia, and substantially complete!
negotiations for the returning nationalized properties to private ownership.
 

(c)Increc-inq the peopie'a 
 (c) A post-Sukarno policy structure has not full'
role in the dev-sopmentaZ emerged in Indonesia, because the long period of
process, 

economic instability has necessitated devotion of.
primary energies ,to economic development. Ho'eve-President Soeharto has demonstrated an ability torecognize and built upon a developing nationalconsensus. 
The press has exercised considerably
more freedom and has become a healthy critic and
a purveyor of new ideas. 
 Political party activit-is still relatively subdued, but national election
have been promised by the government to be held i:
1971. 
 The Parliament and the Consultative Assem '..
are actively working to define their role in the
governmental process.
(d)AZZocating expenditures 
to development rath.e, 

(d) A major portion of budget allocations will bethan to 
 available for development as a result of sizeable
unnecessa, miZitary purposesor irtervent'ion in other free reductions in military expenditures which followCountries' affairs. 
termination of the confrontation policy with
Malaysia. 
In CY 68 about 19% of the GOI budget 
expenditures went into developing activities.During the Fiseal pari d Jeanuar 19.69 to March1970 development expenditures increased to about
29% of the total budget and this percentage is
maintained in the new budget prepared for the
Fiscal Year 1970 to March.1971 despite the higher
current expenditure level of said budget due to
the costs of the prospective election and civil
service 
 .ary, ilcrese,.
 



,(eJ Willing to contribute 

funds. to the projeat or 
program. 


(f) aking econanic, 

social, and political

reforms such as tax 
collection imjprovements 
and chanrges in land tenure 
arrangement; and making 

progress toward respect 

for the rule of law, 

frecdon of expression 

and of the press, and 


recognizig the i'portance
of individual freedo, 
*-.i-tiative, and private 
e;'terprise. 

(g) Responding to the 
vital econovic, politicaj 
and social concerns of its 
people, and deonstrating 
a clear determirationto 
take effective celf-help 
measures.
 

B. Relatio?,, with theUnitedStates 

1. FAA §620(c). Is the govern-
ment indebted to an, U.S. citizen 
for goois or services fur2nished 
or ordered where: (a) such 
citizen has exhatsted aaZiZable 
legal rem:edies, including 
arbitration, or (b) the debt is 
not denied or contested by the 
goverzr;ent, or (c) the indebted
ness a'isas under such govern
ment's, or a predecessor's 
unconditional9'uarantee? 

(e) The cooperating Government will covenant
 
to make available to Pusri such local currencyand foreign exchange as may be required overand 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 away 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.
 



-32.. FAA "620(d). 
 If the Zoan is 620(d). The enterprise to be assisted by this
iitndcd for cof-atruction or loan will not compete with U.S. enteiprises
opea tion of any prod:uctive enter- nor will any of its annual-production be
przisc that will ccrpete with U.S. exported tothe United States.enterpr,re, has the country agreed
 
that it will "establishappropriate
 
procedures to prevent export to
 
the U.S. of more than 205 of its
 
enterprise's annt,..al production
 
durir.g the life of the loan?
 

3. FAA %'620(e)(1). Has ,heor any 
a.c O, -

620(e) (1) Steps are being taken to return propertyage.c,, ....
st,.olivs"o
or, thc;,eoi to original U. S 
owners or negotiate mutually
) ionaiied or e-propiated
property acceptable settlements on nationalized property.oied , U.s. citiaens A government committee has been established and
or by any business entity nott?: 50, b;iadaware less is operating to handle this problem. We areU.. " "-:fic, aZy ouned by of.no cases that would make Indonesiaineligible under this section at this time.
U.3. citiz.,s, (b) taken steps to 
repudate or nl:lify existing 
*contracts or agreem:ents with such 
citi-ens o, entity, or (c) imposes
 
or, cnforc.;d discr&,intorjl taxes
 
o1 other exactions, or restrictive
 
matntenanoe or operation conditions? 
If so3 and more than six nonths has 
elapsed since such occurrence, 
identify Zte doc';-.ent indicating 
that the goverr.nent, or approriate 
ajp2ncy or subdivision thereof., has 
takenkappropriate steps to discharge 
its obligations under international 
law toL'02d sutc,h citizen or entity? 
If less thaqn six months has PZapsed,
what steps if any has it taken to 
dschcrge its obljigations? 

4. FM4 §30(5). Has the country 6 20(J) The country has not so permitted nor has itper,ttted. or failed to take failed to take adequate measures.
 
adequate measu-es to prevent, the
 
da.age or destruction by mob action 
of U.S. property, cnd failed to 
take cppropriate measures to pre
vent a recur.rence and to provide 
adequate cc.-.ensation for such 
dcmage or destruction? 

5. F,64 §620(l). Has the- govern- 620 (1) Yes. 

ganty r rogrm under 
FAA 0221(b)(1) fo, the specific. 
rZsks of inconvertibility and 
c-ropriation or confiscation? 



6. FAA 5620(o): Fishcr.an's 620(0) Fisherman's Protective Act of 19514, as arnez.2 
?rot7Rt7v Act of 1954, as crendd. Section 5. No. 

SHas thc cou..trj seVzedJ 
;r irposcd cny penalty or sanction 
against, any U.S. fishing v.3ssel on 
account of its fishing activities in 
intcr:ativiaZwaters? If, as a 
result of a seizure, the U.S.G. has 
mode reitbzwrsement under the pro
vision of the Fishernan's Protective 
Act and such amount has not been paid 
in full by the seizing coaztry, 
identify the docwr, ntation which 
describes h-,) the withholding of 
assistance under the FAA has been or 
will be acconplished. 

?. FAA 620(q). Has the country 620(q) No; repayment of the only FAA loan involved
 
been in default, dvring a period has been rescheduled.
 
in excess of six months, in pay
ment to the U.S. on any FAA loan?
 

8. FAA E620(t). Have diplom'atic 620(t) No.
 
relatiors between the country and
 
the U.S. been severed? If so,
 
have t:ey been renewed?
 

9. App. §106. Describe any 106 None
 

att.'rptmade by the country to 
create distinction because of 
race or religion in granting 
personal or canercial access or 
other rights otherwise available 
to U.S. citizens generally. 



-3
2.. FAA E620(d). If the loan is 
intc:d3 foi cottniction or 
operation of any pro,.uctive enter-
pjse, that will capcte with U.S. 

620(d). The enterprise to be assisted by this, 
loan will not compete with U.S. enterprises 
nor will any of its annual-producti.on be
exported tothe United states. 

enterpr'oe, has the country agreed 
that it will establish approp'tate 
procedu'res to prevent export to 
t!e U.S. of more than 201 of its 
enterpxzEse's annual production 
durinj the life of the loan? 

3. FAA E'620(e)(l). Ha,,'h poet
cozr'&y s or anyhe 620(e) (1) Steps are being taken to return propertyF govc.ent,0:o s bdivisjon thereof, to original U. S. owners or negotiate mutually
ag)ncy ov tdo d o errat acceptable settlements on nationalized property.

(a) pt oaZized orU e-propriated A government committee has been established and 
property o ed byi U.S. citizens is operating to handle this problem. We are 
oz' by any business entity not less 
than 503 bnecficially owned by aware ofno cases that would make Indonesia 
U.S. citizens, (b) taken steps to ineligible under this section at this time. 
rcpuciate or nullify existing 
contracts or agreements with such 
citins or entity, or (c) imposes 
oil cnforc.d discripinatory taxes 
0"'other e:actions, ot, restrictive 
iainternance or operation conditions? 
.ifso, and more than six months has 
cldPsed since such -occurrence, 
identify the doc:-.pen t indicating 
that the goverr;,nent, or appropriate 
ajtncy or subdivision th.sreof, has 
tZkcn appropriate steps to discharge 
its obligations under international 
law toward such citizen'or entity? 
If less thin six months has elapsed, 
wat steps if any has it taen to 
disc'arge its obligations? 

4. FAA E20(j) . Has the country 620(j) The country has not so permitted nor has itperr-,ntted, or failed to take
ad ated, o fai~e to rvetk headequate mieasu-res to prevent., -the failed to take adequate measures. 

&rrage or destt.ction by mob action 
of U.S. property, and failed to
 
take appropr-iatemeasures to pre
vent a recurrence and to provide 
adequate cc:pesation for such 
d~aage or destruction? 

5. FAA '620(l). Has the- govern- 620 (1) Yes. 
Mrtn,%:t an inrvstrin.t 
gu-arw:ty progra.z undr 
FA 0221(b)(1) for the spec,'fic.
 
rmsks of inconvertibilit'y and
 
cpropratin or confiscation? 



'T. PAA 1620(o): F'*iherman a 620(o) 'Flsbena's Protective Act of 1"4. as emi.fttotoc-ve A ctz95. cwd. Section 5. so. 

or impose y penalt or #motion
against, eij U.S. fishing vesseZ 01
 
acoount of its fishing activaties in

intemationlwatera? If, as a
 
result of a eeiaure, the U.S. G. has
 
made rairburaen'*ntunder the pro-.
visiona of the FishernmmI# Proteotive
A't and such anrunt has not been paid
in fuZ by the 8i sing oountry,
identify the docurantation whioh 
deaoribes how the withholding of

assistne t under the FAA ha. been or 
wi be aooopZlished.
 

7. FAA 620(q). Has the country 629(q) No; repament of the only,FAA loan Involvedbee-?n doaut, during a.period has been rescheduled.: 
in exers of six months, inpay
ment to ,he U.S. on any FAA Zoan? 

8. FAA 1620(t). Have dipZonatio 620(t) No.
rekato'ni-i'e5 en the country and
the U.S. been seeured? Zf so,
have' they been enewed? 

i. 'A1p xo: Describe anv 106 1one'.. 
att made by the countrY to 
create distination because of 
.race or religion ingranting
pereona%'or oonmeroiat acdes or
other rights othezlee availabe 
tto U.S. itizen generatly. 
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C. 
the 

D. 


ReZatio,:x with Ot'her Pation-7 and
 
U.' . 

2. FAA 6620(i). Has the contry 620(i) We have no information as to any such 
beon: offici~aiy represented at representational activity. 
any intern tional confercnce when 
that representation included plannirn
 
activitics involvir.3 inurrction 
or subver.ion directed against the
 
U.S. or countries rcceivirn U.S. 
asis tcznee? 

2. FAA S§§620(a) 620(n); App. 620 (a) We have no information of any violation by
 
§10?(a)!0?() 116. Has the Indonesia.
 

comtznt sold, furanished, or per
mitted ships or aircraft under
 
its registry to carry to Cuba
 
Cr North Viet-4i¢'c items of
 
econcrarc, mlita'j, or other
 
ass is twice?
 

§114. Fnat 620 (u) Indonesia is not delinquent with respect to3. FA §620(u); App. 
is 	 the stats of tize country's U.N. obligations. The loan agreem~ent limits the 

or other use of loan proceeds to importlation of goods andU.N. dues, assessments. 

obligations? Does the loan aqree- services of U. S. source and origin.
 

ment bar any u3e of fu.ds to pay
 
U.N. assessments, dues, or
 
arrecu'ara es?
 

M'iLita_n Sit,Lztion
 

1. FAA §620(i). Has the country 620 (i) No. Indonesia has settled its
 
erija9ed in or prepred for confrontation with Malaysia.
 

aggressive mrilit y efforts
 
directed agairt the U.S. or
 
count.ries receiving U.S.
 
assistan!ce?
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20 (a) (see separate classified attachment)
2. FAA .620(s). Izat is (a) 

the pcrcrntae of the country's 
bu-jet drvoted to militllj pur
poec, and .(b) the atount of 
thc co'nt.-j's fore-i3n exchange 
resov'rc-34used to acqire 
military equipment? Is "te 

countrg dtvertinq U.S. develop
ment assistance or P.L. 480 
sales to militand expenditures? 
Is the country diverting its 

own resotirces to unnecessary 

milita'y ex-pendti u es? (Findings 

on these questions are to be made 
oncefor each com.try at least 


each fiscal year ard, in addition,
 

as often as may be required by a
 

mater-ae cha ge in relevant
 
circteistances.)
 

(v) We are aware of no such purchases.
3. FAA §520(); Avp" §119.. 6?O 


Has -co,'t.ntrYj spent money for
 

sophisticated weapons systems
 
purchased since the statutory
 

limitation beccuie effective? 
If
 

so, identify either (a) the
 

docvficntation Vhich describes
 
how the withholding of an equiva
lent aiount of A,I..D. assistance
 
has been or will be accomplished,
 
or (b) the Presidentialdetermi
nation that such purchase is
 
important to the national security
 

of the U.S. so that no withholding
 
is necessary.
 



I . G.1'4rT01/al 1 

-- Intc:,cst and R.pament
91(r),I. FL, 9.1 21)_(b) (2). 

Is .f 

or ur-,.ao.ab.e for the borrcer? 

.2er rea~otzbia prospects forAr . "',?,
reaste rp,,c

period interesWt rate 
 th following
poro inter t rate? I the rate 
of intcret hig,.er tLan the 
couzntr- 'sapplicabZe legal rate of 

2. F?A 03201(b)(1). To what extentCan ,'0 ':ar'easonazble termss 
be obtaiod -, free-worl d 
souce,, includirq private sources 
ithin the U.S.? 

C _1 what e201(b)(1) 

Econ cm c and Technical Soundness
 

2. FAA 60201(b)(2) 20 7(e). The 
activity's ecofl7iC and technical 

soV?!dy!ness to zm.,dertake loan; does
 
the loan application, together
 
with irforp; ation and assurances,
 
irnd ca that furnds wil be used
 
in a;! econri'clly a-d technically
 
sourd r;ar:r?;e..?
 

201(d) No. 
Although Indonesia's debt burden is 
heay there has buen very rapid grorth in real 
Governmnt revenues and favorable economic per
fonance. With the high current level of foreign
assistance, 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
 
donors agree this would place Indonesia with a
 
debt burden for which the prospects of repayment

would appear reasonable. Country terms of a 40
year loan, 10-year grace period, 2% inierest
during the grace period, 3% thereafter, pertain.
 

Loan assistance to Indonesia for this
 
Project will be provided on a multilateral basis
by A.I.D., the Government of Japan, the International Development Association 4.nd the A~ien
 

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.
 

2. P,.A 1l(a)(1). Haue 611(a)(1) Full engineering, financial, and other plans
necessary to carry out the project have been made

crLogr ":p fircncialt 
and and a reasonably firm estimate of the cost of
 
ot;?r, oanj n 
 c to assistance to the U. S. has been completed.
cari- o:t assista':ce, and a
 
reasonably firm estimate of
 
the coat of assistance to
 
the U.S., been cop leted?
 

3. FA4 0611(b)l Ad:n. 501. 
 611 (b) This is not a water or related 3And-resourceIf the 
toan or grant is for a construction project. 
water or reZated land-resource 
const2'.ction project or progr-i, 
do pnzais include a cost-benefit 
co-outation? Does the project 
or program meet the relevant 
U.S. constrvu.ctzon standards 
a,-d criteriaused in detex.nining
fealsEhizit1? 



J 

4. 'AA 9611(o). If this is a 
CapiA is tWce Project With 
U.S. finarcing in ccea of $1 
xitliono has the prl.ao4pat A.I.D. 

officer in the countryeert d 
as to tMe ;ountrds oapabiity 
eff#Otivety to maintain o 
utilize the pro~fot? 

6ceie dg a oW etor .rticI 
reesly , a sff of wh. is 
18 of this P5r. 

a 
tSaon hu 

nned as 
be x 
annex 

3. ReMation to Achievoeint gf Co.It 

avid Re,7io~taZGds 

Country Goal 

. FAA. 6§207 281(a). Describe 
this n'8 rna-ti n to: 

a. Institutions needed for 
a d&ioractio society and to 
assure maximun participation 
On the part of the peopze i 
the task of econoaio daeZopaent. 

2OT9 28lCA1 This multinational project will 
require a high degree of participation by
governmental and private institutions in order 
to improve Indonesia's capacity to distribute 
and market increased amounts of fertilizer and 
the capacity of the agricultural sector to absorb 
such Increased amounts. 

b. Enfablng the ocotr2 o 
meet its food needs, both frau 
its own resovy'ace and through 
eveZopr.nt, with U.S. help, 

of infrastructure to support
increa.edcgrioulttra 
productivity. 

This project ill directly enable Indonesia to 
increase its rice production through the develop
ment of its own natural gas resources and through 
developmet with U.S. help of" a urea fertilizer 
pl~ats 

c. eeting increasing need 
for trinedmanpoer. 

In order to effectively operate the expanded 
manufacturing facilities, Pusri has recognized 
the need and agrees to implement personnel train
ing program and utilse the services of con
sultants as mW be approriate. 

d. Developing programa to 
meet public health neede. 
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C. Avistin- other inportant
econa1.cipolitiaz, and social 
devcZoiwen; activities, incZLu- By its very nature as an industrial development
ing industrial deveZo ,ient; activity, this pr Ject will further important

economic, political and social objectives of the
gowth of free laor tntaons Indonesian Government and will require the im
aencies; iprovnednt of provement of transportation systemsa~enc-tr.e rt overend with respectofzca to the movement of fertilizer; require improved
tion systeirt; caraiilities public administrative and planning capabilities,and certain modifications to the existing Indofor plannirg and public nesian Commercial Code.
 
achnistation;urban
 
deveZlo7.ent; and modernization
 
of eristirg laws.
 

2. FAA 5201(b)(4). Describe the 201(b)(4) This loan is given in a multilateral 
activz'vjis consisteroy with and context and furthers Indonesia's ability to 

to other dovelopment achieve longer-rangre development objectives 
actitt!'es, and its contr bution through construction of productive facilities 
to realizable Zong-rarge objectives. 

3. F i. §201(b) (9)_. How will the 
actit to be financed contribute 201& I9L An important goal of the Indonesian 
to t actoev nent of self-sustainin development effort ia the achievement of self

o th? sufficiency in rice production. This project will
 
make available increased amounts of fertilizer
 
for rice production and thus directly contribute
 
to this end.
 

4. pt.4 §201(_-). rf this is a 201(f) This project will provide facilities

project loan dcscibe hw such to increase domestic production of urea, make 
Project will pranot-,, the co ntrys use of an important natural resource presently 

da ngoing to waste, and increase the need for 
accottn the cou~ntry's htman a7nd skilled Lid semi-skilled employment, all of 
matezal resorce requirements which are objectives of Indonesian development. 
acnd the relationship between 
ultimate objectives of the 
project ard overall econcroic 
deve lopment. 

S. FAA S201(b)(3). In what ways 201bhC31 A aignificant part of this project is 
does the activity give reasonable the development of Indonesian natural gas reserves 
prcnise of contributing to Construction of expanded fertilizer manufacturing
dpvelopmsnt of eco?:anic resoudes, facilities will permit a three-fold increase in 
or to increase of prodctive the production of urea.
 
capacities?
 

http:econa1.ci


6. FM d?(.).&esthe 
"a' - -.'r 'ic.: "asistanceis 

prodd reogi z h particueardC.3irs particulaneed d, andi capacities of 
t;!o cowutry's veoplc; utilize the 
tout - inteZ's uaC.resoapcrato cncc,,_aje iatitftional dave op-

uadport civic education 
and trainirgin skills required 
for effective participationin 
poZtEcal processes. 

7. F-A 0601(a). HowO wilt
this loan e? oh age the count.ry Os 
efforts to: (a) increase the
ffortof t:(a)iratrae (b)

floJof iternationaltrade; 

foster, private initiative and 

cm'pctition; (c) enco,_a7ge 

devclo,-ient and use 
of Coopera-
tivej, credit union, and savinhjs 
a-,d loan associations; (d)
discouage monopolistic practices; 
Wc) improve technical efficiency

of ird:,stzb agricultv,'e, and
 
ca-rcrce; and (f) strengthen
 
free labor L!7Lions?
 

8. FAA 9202(a). Indicats the 

:aolcqt of money wn!.r the loan 

which is: going directly to 
pztva- enterprise; goir.j to 

Sem-,,ediat acredit institutions 
or other borowers for use by 
private enterprise; being used 
to finance imports from private 
sources; or otherwise being used 
to firanoe procurements fron 
prvate so-rces. 

- 10
2 8 1(b) This is a top priority project of the 
Indonesian Government which.proyides for the
expansion of 4 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) its natureby 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. 

9. FAA §611(ca)(2). rhat legisla
tive action is required within the 

.recipient country? What is the 
6 11(a)f2) No legislative action 
for implementation of this loan. 

will be required 

basis for a reason5c3le anticipation 
that such action will be cor.leted 
in ti,;e to pernit orderly acccplish
ment of ptmaposes of Zoan? 

http:count.ry


- 11 

-- R~J~onal Goals 

1._.FAA§619. If this loan is 619 Indonesia is a..newly independentnot country. 
assistin: a newly independent 
cotintry, to what extent do the
 
circ i3stances permit such
 
assistance to be furnished
 
throu.h multilateral organizations
 
or plans?
 

2. "FAA §209. 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

opportunitV that is regional in 
 furnished in the context of the Inter Governmental
na&ure, how does assistance w'der Group for Indonesia, coordinated by the IBRD. 
this loan encourage a regional 
develor.nent progran? qzat multi
lateral assistance is presently
 
bein, furnished to the country?
 

C. Relation to U.S. Eoonqom 

-- Effplo',ent, Balance of Payments, 
Private Enterprise 

1. FAA §9201(b)(6); 102, Fifth. 
Wht aare the possible effects of 201(b)(6). All goods and services financed under 
this loan on U.S. economj, with this loan will be procured from the U.S. In addi
special reference to areas of sub-tion, a portiondcstantial labor sufpl the goods and services financed? Describe by the IDA will also be procured from the US. 
the cxtent to which assistance
 
is constituted of U.S. c=nodities
 
and services, furnished in a manner
 
corsistent with i'i-"rovinnq the
 
U.S. balance of pcrjments position. 

2. FAA §612(b), 636(h). 14-at 612(b), 636(h) Local currency provided by the 
steps avebeen taken to assiwe GOI will be used to meet local currency needs
 
that, to the maximnm extent possible, of the project.
 
foreign curvencies owned by the
 
U.S. and local currencies contri
buted by the cowntr' are utilized
 
to meet the cost of contractual
 
and other services, and that U.S.
 
foreign-wned currengies are
 
utilized in lieu of dollars?
 



3. FAA WI(d); A:. 0115. If 
tJ{c loan s for a ciptal pro
ject, to what extent has the 
Agency ercoarged utilization of 
cr.3,?ei'rin3 a-d professioralez-vi~ces of U.S. fins and thraffi lia tes? If the loan is to be 

uscd to fza:ance direct costs for 
cons".V trctio , will any of the 
contracwok's be persons other than 
qtialified rationals of the country
 
or qualified citizens of the U.S.? 
If so, has the reqUiredwaiver 
been obtained?
 

4. FAA 0608(a). Provide infor-

mation on measures to be taken to 

utilize U.S. Gover?mnent excess 

personal property in lieu of the
 
proaurenent of rnw itens.
 

5. FAM 6602. What efforts have 

been made to assist U.S. small 
business to participate equitably 
in the furnishing of ccumodities 
a,, serivices finaneed by this 

6. FAA §621. If the loan pro-

vides technical assistance, how 

is private enterprise on a con-

tract basis ,tilized? If the 

facilities cJ oit-;er Federal 

agencies Lilt b' utilized, in
 
what ways aroe they particularly
 
suitable; are t1hey competitive

with private enterprise (if so, 

e.tlain);and hcw cn they be 
made available without undue 
interference with doMestic 
prograns? 

7. .FAA 3611(c). if this loan 

involves a contract for con-

str uv b i a e nb
c 'io n tk~
io L. 


6Oldl. 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 standrd 
An soure originrccrdant
 
Agency source origin requirements. 

608(ca 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
 e af f o r d d a o p r t n y t o i i c e t h r
besaffded an opportunity to indicate their
 

oblits *it? binterest in selling equf.pment,e'css of O0,atO, 
excess of $100,000, will it be 
on a co.pet-itive basis? If not, 
ar "! factors,..;.r i"it 
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1. FAA ,602(a). Will cou'noditY 6 02(a) Yes,procurcm:ent be with respectrestricted to to the commoditiesU.S. financed under the A,1 .D, loan.except as otherwise deternined by
the President? 

.2. PAA 9604(b). Will ary part 1604(b) No.
of this loan be used for bulk
 cor. od--ty procicurment at 
 adjusted
price3 higher than the market
price prevailir in the U.S. at
 
tie of purchdse?
 

3. FAA 36O4(e). Will any part 6 04 (e) No.of th-s loan be used for procure
ment of any aricultural 
 connodity
 
or prodvct thereof outside the
U.S. when the danestic price of
such co,wzodiht 
 is less than parity? 

D. Other Requirements
 

1. FAA §201(b). Is the cowutry 201(b) Yes.
 an-.or. the 20 countries in whichdevelooment loan funds may be usedto make loans in this fiscal year? 

2. Ap.§112. Does the loan 
 112 Yes.
agre-nent prdvide, with respect
to capital projects, for U.S.

approval of contract terms a-nd
 
firms? 

3. FAA 9620(k). If the lown is 620(k) 
Not applicable.
for construction of-a productive
enterprise, with respect to which

thc 
 aggregate value of assistance 
to be furnnished will exceed $100million, what preparationhas beenmade to obtain the express approvaZ
 
of the Conress?
 



- 14 

4. FAA 962(b),20__(fj . App. 0109(b). 620(b),620(f); Appt. 109(b)
 
Ias the Pr'ec-de;t dctelmzr;cd that the The required determination has been made.
 
cowntry is not dc'inrated or controlled
 
by the inter,:ationalCo~i. vA-st move
mrcnt? If the country is a Cora-odist
 
cowitry (including, but not limited
 
to, the countries listed in FAA 9620(f))
 
ard the loan is intended for economic
 
assistance, have the findings required
 
by FAA E620(f) and App. §109(b)
 
been made ard reported to the Congress?
 

5. Ap. §109(a). Will.anj military 109(a) No.
 
assistance, or items of military
 
or strategic significance, be furnished
 
to a Cornvnist nation?
 

6. FAA 6620(h). What steps have- 620(h) The loan agreement will contain a 
been taken to insure that the loan provision covering this r2quirement. 
will not be used in a manner which, 
contraryj to the best interest of 
the United States, promotes or 
assists the foreign aid projects 
of the Cor-racnist-bloc countries? 

7. App. 9118. Will any funds be 118 No. 
used to finance procu.re-ent of iron
 
and steel products for use in Viet-
NZz, other than as contmrplatea by 
9118? 

8. FAA. 0636(i). Will any part 636(i) No. 
of ti s ZIan be used in financing 
r-n-U.S. -mraufactured autcmobiles? 
If so, has the requiredwaiver been 
ob tair.ed3 

9. FAA 9-620(a)(1) and L2),, 6 20(D); . 6 20(a)(l) and (2), 6 20(p) No. 
p 11. W'/ill a=j assistance 

be furnished or fun.-s made avaiZ
able to the governent of Cuba or 
the United Arab Republic? 
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20. FAA. "620(). /iMZ any part 620(g) No. No assistance has been used for 

of th'T0c Z tsed to ca'npen ate such purposes in the past. 
owners for cxpropriatedor rationaZized 
property? Tf ay a.ssistance has 
bcn used for such purpose in the 
past, has appropriatereinbursement 
been ma3.e to the. U.S. for sums diverted? 

11. FAA 5201(f). If this is a 201(f)" It is anticipated that a portion of the 

project loc n, what provisions have work will be accomplished through direct 

been ade for appropriatb partici- hire of personnel and subcontract with 
pation by the recipient covAtryd's private firms in the recipient country. 
private enterprise? 

12. A p. z104. Does the loan 1014 Yes. The loan agreement will cover this 

acrecr.ent bar any use of funds to requirement. 
pay peno.sion, eta., for persons 
who cre servingj or who hade 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 
TNDONESTAN 1EXChANGE RATE 

After this appraisal report was completed,Indonesia adopted an the Government ofexchange reform which substantially unifiedexchange rate itssystem and resulted in some reduction inalent of the rupiah, in 
the dollar equivso far as most foreign trade transactionsconcerned. Effective April 17, are

1970, the two exchange markets(Bonus Export) and the - the BEDP (Devisa Pelengkap or ComplementaryExchange) markets - were merged Foreign

at Rp 378 per U.S. dollar,
recently prevailing in the ratethe DP market. Thisforeign trade rate will now apply to alland exchange transactions except for sales of aid fundsprovided by foreign governments for program importswhich, and related servicesfor the time being, will remain at BEdollar. Since the 

the rate of Rp 326 per U.S.reform also involves a simplification of export taxarrangements and the elimination of the export overpriceextent of the exchange rate system, theadjustment will differ for different exportand import commodities. Since the DP rate had been applied to non-tradereceipts and to payments 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 reformviability of the project. on the economicThe capital cost estimates of the project
were derived from comparable projects in other developing countries, with
the local currency portion being translated from the dollar valueRp at326 per U.S. dollar. 

mated 

On this basis the total project cost was estiat $84.4 million, of which $68.0 million was foreign exchangeand Rp 5,3h6 million local currency. The former,be affected by the exchange reform 
of course, will not

though itsincrease rupiah equivalent willby 16 percent. The 

irmediately affected by 

capital cost in local currency should not be
the exchange rate adjustment. Over the longer termit is reasonable to assume some general increase in prices, including the
price of fertilizer, as a result of the exchange rate change.
the Government Moreover,
has given positive assurances to the lenders that it will
implement the measures necessary to promote fertilizer usage and will
permit PUSRI to 
sell its fertilizers 
latter would 

at realistic commercial prices;reflect the higher cost, the
in terms of rupiah, of the foreignexchange component of the project, as wellcosts, resulting as any increase in operatingfrom the exchange rate reform.
the overall Based on these assurances,return on the investment is expected to remain substantiallyas stated in the appraisal report. 

Industrial Project Department
 
April 20, 1970
 



ANNEX 2-0
 

. ;,FEART;[LIR PRJCT 

111.NRV 1;~OW. A(J;a' 1EEMJTNT REGAlDING PROJECT EXECUTION,
Pi9OCORE!-;'T1\TT AID USE OF LOAN FUNDS 

!I- ,1 2ctirn[ tLi"-rnhLhanthe Overseas Economic Cooperation Fund ("OECF,), 
the lnitn~S t:1 at..i.n - through the Agency for International Development 

("AID"), the InternaLional Development Association ("IDA") and the Asian 
Dovc'.7opl~icr .:J.,l ( IADD') (here inaftcr called "the Lenders:") have agreed to 
make available by way of loan amounts in various currencies eqpivalent to 
.... V.z U,>$7_,.,L._ ( 4o axL-,t the Government of the Republic of 
Indonesia in the nm.g o' a project to increase the production of 
ri.1,rogeuolzlo T , ).. J.nc:i.:i The project consists of to parts: 

A. The constricbori of fertilizera plant at Palembang, in 

Sumatra, by P .T. P1 puic Sriidj aj a ("PUSRI"); and
 

B .rho 
 con; i.;rj oL.' a r'atiir.,l gaa conservation An!d t, .: ]m;tnsiion 

schei.e. Ij. PL.,,;Ji.na ("PERTAIIA1A,), which wil enable 

.IA.pp -Lu PUSRI the gas required to operate the 
foei:i/izer p.1 an L,
 

A full descr:iption of Lhj: project, and 
 the ter-is and conditions 
upon which thue Lenders rcfozrred Lo above have agreed to make their 
respectLiv. loan's, will lw, set Fjorth in the loan agreemenL nogrtiatod or 
to be negotiated between each Lender and the Republic of Indonesia. 

1.2. The funiic availablo for financing the project consist of multi

lateral funds from IDA, special funds from ADB, bilateral funds from OECF 
and AID, and local currency to be supplied by the Government of Indonesia, 
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PUSRI and PERTA4IiA. It has been necnessary to formulate a plan for 

project execution, satisfactory to all concerned parties, which will 

an economic and efficient mannerpermit the project to be carried out in 

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 reqiuired for the project, and for allocation
 

of the foreign exchange cost of contracts so procured among the loans or
 

credits made available by the various Lenders.
 



II PUSRI FERTILIZER PLANT 

General 

2.1. The fertilizer plant described in Part A of the Project description 
annexcd 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 azid erection of which will be divided into 
two 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, except local Indonesian 

labour and materials required for the erection of the 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 extension of PUSRI's own engineering 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 Meorandum and of further information 

to be supFiied to him as to the specific eligibility requirements of the 

various Lendors fox financing under their loans, a detailed description of 

the procuxfomn poccdures which will be followed for the Project. In 

preparing such description the Technical Adviser may recommend modifications 

in the 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 

furnishod by PUSRi to IDA and ADB. IDA will transmit it to the two other 

Lenders. The procurement procedures will come into operation when 

accepted by PU311I and all the LEnders.
 

Technical Adviser 

2.3. A firm of consultants which is expert in ammonia and urea plant 

facilities dll 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 rith OECF and AID. 

2.h. The Technical Adviser will prepaxe basic design criteria and engineering 

and construction standards for the plant, consolidating them into 

specifications 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, 



analyze bids received, and make roommendations for award. Thereafter, 

he will on behalf of PUSRI monitor and supervise as necessary the design,
 

engineering, 
 procurement and constraction 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 selected from prequalified
 

JapapneSe 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 
aond with the concurrence of IDA 

and iMDB 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
 

cQncurrence 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 following 

two paragraphs, except that, in the event of the contract being on a cost 

plus fee basis, all or most of the equipment for the plant will be procured
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with the method described in paragraphby. the contractor, in accordance 

suppliers. All pro2.9(b),through competitive bidding 	among Japanese 

for the Urea Plant Contract and anyqualification and tender docuents 

subsequent modification thereof, evaluation of bids and proposals for 

of IDA and ADB, acting in consultation
award will require the concurrence 

with OECF. 

of vork of the Urea Plant Contractor will be confined2.6. The scope 

within the battery limits of the Plant, except to the extent that it is 

for him to provide design data for utilities and offsites to necessary 

the General Contractor. Bidders rill be required to submit fixed price 

as listed below: 
bids covering all the ccmpononts of the Urea Plant, 

(a) licence fee and basic data fee; 

(b) basic and detailed engineering; 

(c) all equipment and materials, including packing, insurance 

and transport charges to site; 

(d) construction advisory service for the erection of the
 

Urea Plant;
 

(e) provision of an experienced start-up team andf2c.sary 

special equipment used to supervise and assist in the 

testing, start-up and initial operation of the Urea 

Plant under the general coordination of the General 

Contractor;
 

(f) provision of facilities for training of PUSRI's operating
 

and maintenance personnel in a similar plant or plants
 

in Japan. Expenses of such personnel would be payable 

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 would provide to EUR1IdantheoGeneral 

Contractor adequate guarantees of plant performance, equipment performance, 

and standards of materials and construction used in the Urea Plant. The 

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 

urea process and the ammonia process which any of them may regard as 

confidential and proprietary and which is so identified by them at the 

tiUe of entering into contracts. The exact relationship between the 

Urea Plant Contractor and the General Contractor will be determined on
 

the basis of the reccmrpndations of the Technical Adviser and will be 

specified in the respective tender documents. 



ANNEX 2
 

General Contract
 

2.8. The General Contractor will be selected from prequalified 

United States firms on the basis of competitive bidding within the
 

United States in 
 accordance mith AID rules and regulations.
 

The Contract will be carried out on a cost plus fixed fee basis,
 

the fee covering all services (including the remuneration of
 

expatriat personnel) to be rendered by the Contractor as described
 

in paragraph 2.9. Tho terms and conditions of the contract will 

be such t-i PFSRI's payments to the General Contractor for his 

services will be eligible for finzncing 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
 

competitivo bidding among prequalified contractors in general
 

accordance with the IDA Guidelines for Procurement. All pre

qualification and tender documents for the General Contract and 

any subsequent modification thereof, evaluation of bids, and pro

posals for sard will require the concurrence of IDA, which will 

act in consultation 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 Construction Manager for the entire plant, including the
 

urea portion, and shall bear overall respnnsibility 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 Contractorls services will be determined on the basis of the
 

recommendations of the Technical Adviser, but it is presently anti

cipated that it would cover all contracting services required for complf
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tion of the fertilizer plant other than those to be provided by the 

Urea Plant Contractor and would include the following: 

(a) Basic and dotailed design of ammonia, utilities
 

and offsite plants.
 

(b) 	Management of procurement for all equipment and
 

materialu (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:
 

(i) Preparation of specifications and invitations 

to bid; 

(ii) Issuance of invitations according to the 

provisions of this Memorandum relating to 

restricted bidding or to international 

competitive bidding procedures as may be 

appropriate; BEST AVAL1E cOP 

(iii) Bid analyses and recommendations for Bard of 

contracts;
 

(iv) 	 Completion of purchase contracts with suppliers, 

for owneris signature; 

(v) 	 Expediting, inspecting, witnessing tests and 

execution of recessary documentation incluzding 

guarantees; 

(vi) 	Arrangements for delivery to site. 

(c) 	 Management of construction and erection. Materials and 

local 	labor, as wall a3 reasonable livAng and travelling 

a$'1~iate pe~ ine~3.,wi1. li e htc1' 
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owner at cost. 

d) 	Testing, starting-up and initial operation of the 

ammoniaj utilities and offsites plants and, with the 

assistnce of the Urea Plant Contractor, of the urea 

plant through completion of take-over tests. 

(o) 	 Provision of suitable training for PUSRI maintenance and 

operating personnel, at cost. 

In addition, the General Contractor within his fee would be expected 

to provide adequate gurantees of the fortilizer plant performance, 

equipment performance, and standard of materials and workmanship for 

all the facilities. 

2.10. In submitting their bids, tenderers for the General Contract 

may be required to nominate the processes (other than the urea process) 

which they propose to use. Alternatively, if so recommended by the 

Technical Advisee, tenderers may be required to make use of a process 

or processes preslolctod by PUSRI in consultation, through IDA, with 

the Lenders. To tho extent that the cost of a selected process is not 

eligible for financing by AID or other 14nders it w4l be eligible 

for financing by IDA. 
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Procurment byGenorn. Oontractor
 

2.11. Equipment, materials 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
 

referred to in paragraph 2.12 hereof, will be procured by the General
 

Contractor on behalf of PUSRI through international competitive
 

bidding in accordance with the IDA "Guidelines for Procurement". The 
Project will be advertised through the diplbmatic or trade missions
 

of member countries of the International Bank for Reconstruction and
 

Development and Switzerland and in newspapers and trade journals 

of wide circulation, inviting interested suppliers to 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 the concurrence of IDA and ADB and thereafter bids or 
proposals will be invited from the suppliers on this list. Contracts 

will be awarded to the lowest evaluated responsive bid. Bidding
 

documents will require a successful bidder to provide all information 

needed to determine 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 ADD and will require their concurrence prior to
 

the issaance 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,
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with reasons, will be submitted 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
 

ill be observed. 
The results of bidding on all contracts
 

within category (b) will be available to bidders on request.
 

Copies of all tender documents, of all bid evaluation docu

ments and of all executcd contracts will be submitted by PUSRI
 

to TDA and ADB as soon as possible after each contract has been
 

executed.
 

(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 price; 
 but "international
 

shopping" procedures are acceptable in all other cases. 
 Bids
 

or proposals should be obtained from no less than 3 (three)
 

suppliers. 
 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 basis of cvtteria specified in the Guidelines.
 

Any c umments which ADB may have on the documents specified above will 

be coraruncated to PUSRI through IDA. 
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2.12. If in the course of execution of the Gencral Contract IDA considers 

(a) 	 that certain items of equipment, such as process-critical 

items, are by their nature not appropriate for international 

competitive bidding; or 

(b) 	 that insufficient funds remain unallocated from 	the IDA 

Loan to finance the estimated foreign exchange cost of items
 

still to be procured by the General Contractor; or
 

(c) that although sufficient funds may remain unallocated from 

th- IDA Loan, procurement of certain items could without 

prejudice to the principles of econozy and efficiency be 

restricted to one or more countries which are eligible sources 

for financing under one or more of the other Loans 

then IDA may, in consultation with such of the other Lenders as still 

have funds available under their Loans, determine that procurement of 

all or part of contracts not yet awarded will be restricted to such 

country or countries as IDA shall agree with the relevant Lenders to 

be appropriate. 

2.13. Goods and services to be financed soie2y out of local funds will
 

be procured in accordance with procedures which will ensure a reasonable
 

degree of competition.
 



III.GAS S~vA~o~AND TRAiISSION SCHEU 
3.1. Firms of consu.tnts which are expert in reservoir engineering and gas compression and transmission engineering ill be appointed to act as
PERTAMI4IAs technical advisers. 
 The procedure for engnging them will be
gonerally as described in IDLs Guidelines for Use of Consultants. 
selection by PERTAyIjjA of these consultants, 

The 

and the terms and conditions of
their contracts, will require the concurrence of IDA and ADB,

3.2. Construction and installation services and equipment, materials 
supplies for the gas 

and 
conservation and transmission scheme to be financed

by IDA and ADB will be procured the basis of internationalon 
competitive

bidding in accordance with IDA's Guidelines for I-rocurement. Bidders forthe provision of construction and installation will be pre-qualified and prequalification will require the concurrence of IDA and ADB. Bidding documents
will require a successful bidder to provide all information needed to determine whether his contract is eligible for financing by ADB and, to the extent 
it i3 eligible, to satisfy the requirements of ADB. 
3.3. W'ith respect to contracts for construction and installation and
 
contracts for equipment, materalA and supplies involving expenditures

estimated to exceed $50,00, equivalent, copies of the invitations to bid,
specifications, conditions of contract and other tender documents will besubmitted by PERTIIUA 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 is made, a list of bids received, andanalysis thereof, and proposals for award, with reasons, will be submitted 
by PERTAYMIA to IDA and ADB and will require their concurrence. 
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3.4. 
With respect to contracts for equipment, mterials and supplies, 
involving expenditures estimted to exceed $20,000 equivalent but not more 
than $50,000 equivalent, public bid openings procedures win] be observed.
 

Copies of all tender documents, bid evaluation documents and executed
 
contracts will be subitted to IDA and ADB as soon as possible after
 

each contract has been executed.
 

3.5. 
Contracts for equipment, supplies and materials estimated not
 
to exceed $20,000 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. Copies
 
of all contracts will be submitted by PERTAI4INA to IDA and ADB as soon as
 

possible after execution.
 

3.6. In all cases, PEiTAV IA 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 

PERT1UTNA 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. ALLOCATION OF FIMATCING 

4.1. 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 ill determine whether 
such contract 

appears in whole or in part to be eligible for financing under any of the
 

Loans other than and vill, in
the IDA Loan, consultation with the concerned 

Lender, 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. All contracts 

awarded on the basis of international competitive bidding in accordance 

with the IDA Guidelines and not allocated pursuant to the foregoing
 

procedure to another Lender Will be allocated to IDA up to the amount of 

its financing.
 

4.2. 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 PEIRAMINA. Detailed disburse

ment procedures will be communicated by each Lender to PUSRI/PEETAMINA.
 

4.3. For the purpose of financial control, of the total foreign exchange
 

financing to be made available by the Lenders in the amount of not less 

than US $67,000,000 equivalent, US $ equivalent is allocated to 

Part A of the Projecb, US $ equivalent is allocated to Part B of 

the Project and the balance is unallocated. If the estinates of the 

cost of Part A or Parit B of the Project are revised, IDA may, at the 

request of the Government of Indonesia, allocate additional ariounts to 
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such Part from the then unallocated balance. Further allocations between 

Part A and Part B may 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. 

4.4. IDA will periodically inform each Lender, the Government of 
Indonesia and PUSRI or PERTAMNA of the contracts allocated to each 

Lender for Part A and Part B of the Project and their estimated value. 
Each Lender wil periodicalay inform IDA of the amount disbursed by it 

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 othenise available and
 

ill periodicaUy inform the other Lenders, the Government of Indonesia 

and PUSRI (for Part A) or PERTINA (for Part B). 

Mashington, D.C., 1970. 
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Agency for International Development
 
Washington, D. C. 20523 

Dear Sirs:
 

Subject: PUSRI Fertilizer Project; AgrioiilLural Policies 

We refer to Section 5.1(i) of the Loan Agreement of even date herewith
 
among the Republic of Indonesia, P.T. Pupuk Sriwidjaja, and the Agency 
for International Development. We are pleased to furnish to you the 
following information about Lhe Government's policies in certain 
agriculturally-related areas relevant to the Project, and the measures 
which it is at present adopting or proposes to adopt to implemen. 
these policies:
 

1. As emphasized in the current Five-Year Development Plan,
 
the Government's cbJective is to attain self-sufficiency in rice and
 
other staplo foods, as well as to increase agricultural production for
 
export, by stimulating more extensive production. In the latter area, 
heavy emphasis is being given to intensification of rice production,
 
since it is expected that known technology and increased use of
 
fertilizers will permit high benefit-cost ratios and yield results 
within a short period of time. 

2. Rico Price Support Program: Prior to 1969, excessive
 
fluctuations 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
 
guaranteQd 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 
Government to dispose of domestic purchases on the 
world market, and to purchase from abroad for dis
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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periods of time some discrepancy between the
 
domestic pric-. and the world price, within the
 
overall framework of the incentive pol.cy which
 
the Government is pursuing. At present price
 
levels, the floor prices offered by BULOG are
 
as follows: 

milled rice ex mill 
 - Rps. 36.00/k&
mill-dry stalk padi at mill - Rps. 16.00/kg
village-dry stalk padi ex farm - Rps. 13.20/k& 

Every effort is being made to ensure the effective
ness of this scheme. Thus, letters of credit have
 
been opened with domestic banks to ensure prompt
 
payment to the farmers and other sellers, arrange
monts have been made with international surveyors 
to survey purchases and thereby to prevent mal
practice and discrimination against the farmers, 
and quality specifications have been set to
 
correspond better with qualities normally beinb 
marketed.
 

(b) At the same time, it is the Government's
 
policy to ensure that the free market price of 
mediura qualities of rice comonly used in each 
area will not exceed a ceiling which, at present

price levels, is fixed at Rps. 5U.OO/kg. This 
has been achieved during the present pro-harvest 
season by sales of BULOG's buffer stocks, in
 
sufficient quantities, at prices slightly below
 
this market ceiling. At present, part of BULCG's
 
stocks are being distributed to supply rice require
ments of military personnel as well as of central
 
and regional Government employees. To the extent
 
that requirements of rice for salary payments in
 
kind, market releases to maintain the ceiling price

to the consumer, and maintenance 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 the 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 strong incentive to
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increase rice production by greater use of such inputs. 
This is par
ticularly so in the aroas whore farmers enjoy relatively reliable

irrigation water supply and use new seed varieties which are highly

fertilizer-responsivo. 
The program is therefore expected to
 
accelerate the growth of fertilizer consumpbion and to prevent the
 
fluctuations in such consumption which have occurred in the past
 
years,
 

4. Every effort has been made to strengthen the administrative
 
ability of BULOG to in.plement this program. Communication between
 
the head and regional offices has been facilitated by the use of
 
telex, and this, tcgsthor with frequent reporting of stocks, pur
chasos and distribution, is expected to ensure the degree of control
 
necessary for the success of the program. 
In addition, detailed
 
procedures for the operation of the buffer stock policy have been 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 flexibility in directing purchases and sales needed to im
plement price, buffer stock and distribution policies. At the same

time, the Department of Agriculture, beginning in January 1970, is 
reporting prices received by farmers at the village level. 
This will

supplement the present reporting of prices in major retail markets, and
 
enable rapid adjustment of procurement policies and related activities
 
as necessary. 
The Government is also aware of shortcomings in the reporting of agricultural production statistics, especially for rice.
 
Consideration is currently being given to improvements of the
 
collection and dissemination of production statistics which in turn
 
will improve program control, although the specific direction for
 
action is still uncertain.
 

5. rnrovements in Intigation: 
The Five-Year Development Plan

includes extensive rehabilitation of existing irrigation facilities,
together with some 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 rehabilitation of irrigation serving 180 thousand
 
hectares on Java and for the completion of irrigation facilities serv
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. An Asian

Development Bank loan has been negotiated with work proceeding for the
 
extension of irrigation on the Tadjum project covering approximately

3 thousand hectares. Negotiations have recently been complited for
 
the rehabilitation of irrigation facilities on the Djatiluhur system

serving 180 thousand hectares and in Sulawesi serving 20 thousand
 
hectares. Preparation is also being made for the second stage of this
 
same project which is expected to add new irrigation serving an area

of between 50 and 60 thousand hectares. Other projects serving smaller
 
areas are either proceeding or under negotiation.
 



Credit Facilities:
6. The rapid expansion of the rice intensification progr-m requizred
preomised in 

to meet the large production increasesthe Five-Year Development
Of effective Plan has given rise to problemscredit supply and colmunicationof modern of "know-how" intechniques the useand inputs. An attempt to correctcoi.ngs the shortand to il,,prove organization of input distribution resulted in
contracts with foroin and domestic privategrala kno,n contractors under the proas fimao Gotong Rojong. The long-term objectiveCo10e:)rmt ij to of themake use
mediarian 

of private input distributors asto supploment interthe supply
d-1tribution of credit in conjunction with theirof 1ijputs to the farniers, and at the same time, hopefullyqto suppleoent, agricultual extension activities.
action is being In the interimItaken to redice and eventually theto eliminateBimas Gotong Rojong program as new practiced, and to substitute
improved programs of "National" Bimas. Theseutilize privato interim programs willsector distribution of inputsin the sho:'t-terim; :-nd 

to the extent feasiblewill give major emphasis improvedof crodit Provsicc,., to methodsalong ibh improvementExtension of the GovernmentServices. The Government budget hasfor the O-terison made funds availableof the Na.iMonal Bimasavailability: Program to ensure itsto an increasing number of farmers. Training programsfor bank offizcLeo who a-e concerned with extensionhave been of credit to farmersinau-uratad in hoy parts of thecredit, country to facilitateIn areas where su'-h programs already exist, 
such 

will be intensified the training programsto iUprove every aspect of the programaLready describod in the staten:oew,. A number of other institutional changes and
spocific methods for improvcd and increased credit provision are under
active discussion cnd actual trial. For examplein the Jogjakarta almost 30,000 farmersarea are now receivingprovided by village units 
direct individual credit
of Bank Rakjat Indonesia.
credit units have been Elsewhere mbileproven practical and are 

an being expanded to coverfa.-cmors in arcl, of 3CO, COO hectaresgiven to aa'acn 
on Java. Stress is also beingof the capacity

worke:rc to provide mobility of extensionand the upzrading of existing extension servicegethe,' with personnel, toemployment of more highly trained personnel. 
7. Other 'easuros: The National Fertilizer Study referredthe Development Credit Agreement is expected to be completed by aboutthe end 

to in 
of May 1971, and even before come available that date interim reports will bewhich should enable somework to begin. preliminary implementationOr.her significant activities being undertaken or considered by the Goverr ment are surmarized below: 

(a) Activity is proceeding rapidly aimed at increasingand improving the supply and distribution of certified
highly fertilizer responsive seed.i, A major effort in
this regard is expected in the seed production and
development project centering in the Sukamandi seed
station in West Java. 
A feasibility study on this
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project has boon made by a team financed by IDA.
 
If the feasibility report is favorable, it is 
ex
pected that steps 
can be taken so that this project
 
can start by Nid-1970. 
Activities are simultaneously

proceeding on seed research and development, with
 
intensive Government research beinE supplemented by

cooperative research and training arrangements with
 
personnel of the International Rice Research Institute
 
in the Philippines.
 

(b) 
A survey on soil fertility is being developed, 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 fertilizer
 
guidelines for all areas 
of the country.
 

(c) 
A survey is underway, in cooperation with the U.S.

Agency for International Development, to ascertain
 
the need for rice-processing, storage and marketing,

which will be completed in the course 
of the year.

On a pilot-project scale, the Danish Govorment has
 
provided a number of rice storage and drying facilities,
 
while the United Kingdom is establishing a modern rice

mill as a pilot-project complete with its necessary

institutional requirement in one of the Bimas 
areas in
 
West Java.
 

Japan is suppoit~ng the Sukamandi seed station with
technical assistance, experts and some equipment, while
 
Germany is working on a pilot project in the West Sumatra
 
and Surakarta areas to develop a modernized Bimas-type

scheme, with emphasis on institutional development.
 

Yours faithfully,
 

REPUBLIC OF INDONESIA
 

By 
Authorized Representative
 



ANNEX 22
 

Agency for International Development
 
Washington, D. C. 20523
 

Dear Sirs:
 

Subject: PUSRI Fertilizer Project; Distribution and Marketing
 

We refer to Sections 5.1(i) 
 nd 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 meaLsures which we propose to take, prior to completion of the
 
Pusri Fcrsllizer Project, to implement the provisions of these sections:
 

1. Importation of Fertilizer&: The Government of Indonesia
 
has decided to permit all publicly-owned and private entreprene':rs,
Illo hzve a,] qq '.nancial resourcos and physical facilities, to 
enter into the business of importing and distributing fertilizers. It 
is the general policy of the Government that foreign exchange required

by such i:mporters should be dramn, in the first.instance, from avail
able aid-B.E. funds until these have been fully allocated, and that
 
there-fter use v.ould be made of B.E. umum funds. Arrangements to im
plcrnnot ihose policies are set forth in the Basic Trade Regulations 
on Fertilizer issued by the Directorate of Imports of the Department

of Trade in March, 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 Department of Trade has already issued to Pusri a
 
license to act as an importer, which will carry over from year to
 
year 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
 
will 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
 



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 expected when the Pusri II 
plant comes into full commercial operation. Pusri has arran&ed with 
the Bank Ekspor Impor Indonesia a line of credit sufficient to enable 
it to finance the volumu of imports which it is anticipated will be 
required.
 

3. Imnrovemrnt 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 and implementation of such program, Pusri will have the
 
assistance of foreign marketing experts recruited as soon as possible
 
in accordance with tho provisions of the Loan Agreement. Subject to
 
the views and recornmandations of such experts, Pusri contemplates that 
its program will include the following features: 

(i) Establishment of Regional Marketinb Offices, 
which will make a continuous evaluation on a regional 
basis of Pusri's distrioutors, wholesalers and retailers,
 
and make necessary improvements;
 

(ii) inducenonts to distributors to increase their 
sales activities, by assisting those of proven credit
worthiness to obtain extended credit terms from banks, 
and by providing area protection for those achieving
 
a certain level of sales;
 

(iii) increased sales promotion and extension services,
 
by the provision of bonus incentives tofarmers pur
chasing certain quantities of urea, and by making avail
able to farmers,, through Pusri's distribution agents, 
information brochures and other advertising material.
 

(iv) greater efforts to ensure the timely and
 
expeditious movement of fertilizer, in particularly
 
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.
 

I. Packaging: As part of the Project, Pusri intends to engage 
technical advisers to study the packaging, bulk handling and despat
ching of urea. On the basis of such advice, Pusri idl1 select the 
most economic, durable and weather-resistant substitute for the bags 
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at present in
use and will include appropriate packaging facilities as part of the Pusri II plant. In addition, Pusri will introduceimproved methods of handling such bags in transit.
 

In implemonting the above measures, we will have regard to
the reco.-i.ondations of the consultants omnploy&.! to carry out the
National Fertilizer Study. 

Yours faithfully., 

REPUBLIC OF INDONESIA 

ByAuthorized Representative 

P.T. PUPUK SRIWIDJAJA 

By 
Authorized Representative 
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D L:-"A1FTIv fin 01" STAI[ A WxAGIN(yI'r:;'O1 ATONIDEVELOPMENT 

WAI.;FHtI,;,N ;!s. D. C. 

orr~cc OFP.ojectl A.1.JD. Loan:
1o.THE ADMINISi-ATOR 

AID/DLC/i: 

CAPITAL Ar"IT]TAITC]: LOAPT AUJ1'1OpIZA'.IN 

Providcd from: Dovelopin!yt Loan lunds(Indonesia: P. T. PuPluk Sriwidjadja; 
Pasri lFerti.lizer) 

In orde- to increase the suppilyCO(.vflernj- U of the Republic 
of fertilizer within its territo.ies., the

has recpislmd 
of Indonosi a (herc:Lnafter called. theloans from the "Bjrrowcr')

Agenciy United S-[;ate of Aunerica,for .nterna6,;onal Developniwnt (h n 
acting through the 

alled , "A ....e a "A. I.0 Jf .- n , th Inte nationa thc.li. ",ct,1,.lnf, Dvloie Ao,O00, O00 t .....ur'.:a! to .'inance thor ii.'.ier pl.ut constructionto be of aowned and operated by P.T.(he-e~lrr* C eallk,. 'Pusri") near 
PupuIk SriwidjadjaPalembang,"Part A"); ,u-matra, (hereinafter-uid the :n;talla-tin called.of a gas. conservationsyc [Ofgas-0icd of and. transm,,issionP.r etmvangan(h :, c.. no tr intak DarlgusrcJaled "PcrtwdMnr" Jtunri National) for the supply of gas to t-usri 's f-rtilizurp].ant (hci'in ufge 2 called "P.-.t; B")


In rp~ic 
 t. tr. 1b3rroaocr's request, and. puruontin th .... to the author,:i.ty vestedof A.I.D.
ariend1, by the Foreign Assistance ActI herey,.i uthorize of 1961, asthe establishmcntCap. ' -,, I 1 of a loan pursuant; oof the ])eve.oprrnt Part 1,
Uo exccc'cd Twunt Loan Fund., to the.:l i:oJL:Lon Dollars Borrower of' not(420,000,000) to assistfinancin,, of in the multilaterabh .ifoieipn exchangeneces;a:,Y for ]? w:"t A of the 

costs of equipment, materials servicesProject, this loan and 
to be subject to the following 'u aI conltiOls: 

1 i, " -1'c-.1' ,'e and Tcrnms of Rep,.:Yent-, 

The Lni err:, on on the disbtr:l:d 
this loan shall be two percent (2,)halanco of' the per an e,m

loan loom during the firstthe tenand. i Praccnt (3%-. ) per (10) year, of'annumye..S Of Le for the re.maining th:irty (00)loon. The pr:cipl of the loan shall be repaid in fu].lwithin )y40) years from []he date.o.,.id ucl'i repcxgneiit of the first disbursement 
ycar.,.a: t:. date 

shall include a grace period of 
under the , of first disbursement. not to exceed ten (10) 

2. CuRcpaym.it. 

r .... ,hal.l be made for re,-']mentof .;h, of the loan and payment.... 
({r.,.. cE/d 

't A;gd., we#1,,,,t t.uir o].]a'<,;.JY 

http:o].]a'<,;.JY
http:CuRcpaym.it
http:author,:i.ty
http:AUJ1'1OpIZA'.IN
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3. OLhe . ,t O.n 

(o) Unless A.J.D. oil',.t.of, t ir:, JoLter eomf. it,-
agr.cs :tn wrAt.tng, prior to the

lPI)vr'iatt the Borro er or Rwsri assh allJ 'u:1rni.h A.I.D., in form and substauce satisfactoryto A.I.D.: 

(i) E.:cutd col':ie; of each of the Lending Agrecmentsof the ote.r Loendc)s for the Project, togetherI.,'Ith evidence that all conditions Precedenttieir cffectivenecss or to
the right to makeTithdrawals thcreunder shall have been fulfilled; 

(ii) An executed copy of the Gas Purchase- Agreementbetwen Pusr:i. and Pertalriina for theto supply ofgas Pusri by Pertainina, together with legalopinions as to its effectiveness; 

(iii) Ai execute] copy of the Pusri Financing Agreementtogether 1,ith legal Opinions as to its effective
ness; 

(iv) E'vidence of the arrarcii nts that have been agreedupon by A.I.D. ond I.D.A./A.D.B.
of with the concurrencePtisri for the procurement by Pusri ofeligible itemsfor financing under this Loan; 

(v) Evidence that the Borrower shall have retainedthe services of consultants, acceptableand. the to A.I.D.other Lenders, on terms and conditionsacceptable to A.I.D. and the other Lenders, forthe carrying out national fertilizerof a study; 
(Vi) Aidvice from the I.D.A./A.D.B.of equipmet, that the procurement-- ; tcria.l and. services for i',axtthe Project D ofis. procececin , satisfactorily; 

(vii.) Such other conditions as A.I.D. mayrequire. 
(b) Lcuipn'nt Inaterials and ,ervices financed undershall, have this Loantheir source aod origin in the United States. 
(c) i7orrov1cr will covenant that it shall: 

(i) Cause Pusri to carry out Part A of the Projectin accordance with the terms and Conditionst}v! ,oLan ofaceet,nd causie Pusri and Pertraina 



to carry ou, tlw.iir rep!uctive puLrts, of the Project
in accordna: 'w.i.th Lh loan rcemnbs of the other 
Lndos ond t1,,:Gi I'W:rel m:e Arcaement; and. tak, or 
canuncW be ak;e akll r'n:t.onahle ,ction which shall 

.r: ".i. thelu flfc A:'yRL matK; or (,n part; of its 
a r~ );,' .li yj;; :j : to u able Pu sri anid 

1 r.2JU e..'.. 'r,, uhut bhni:r e'spectLive p.'rts of 
the Pi.,jj ;L , in oa, Vun'iLy therewith, and not take 
or pu'iL :ny of its agencies or instr'umentnalities 
to taki: any :acLion wh.ich would materially interfere 
w:ith t]he [].iient and busincss-.ike conduct by 
Pul;;,' 	 a its enter])rise or by Pertamina of its
cn[;,r 'i,. a.:; 

(ii) 	 Mahe to Wrsi,vaiviblin accordance with the terms 
and ciWition,; of the A.I.D. Loan Agreemunt and the 
P:ri W'.ancing Agreemcnt tha proceeds of this Loan 
and thi lo=:.is of thu other Lunders as may be required 
to carry out Part A of the P.rojct, together with 
such Indonesiah currency and foreign exchange over 
and zabove the proceeds of the A.I.D. Loan and, the loans 
of the other Lnderis as may be required to carry out 
Pr', A of th, ' rojct; 

(iii) 	 Except as A.I.]). and the other Lenders shall other
wiSc: agre a,:it tNe or concur in any action the effect 
of which would be to modify the financial obligations 
of the part:Les und.er the Pusri Financing Agreement; 

(iv) 	 Lend to Pertam:Lna in accordance with the terms and
 
conditions of a Pertami.na Subsidiary Loan Agreeen't
 
such procecds of the loans of the Lenders other than
 
A.i.D. as may be required 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 Ledcrs as may be required to carry out Part B 
of the Project; 

(v) Except as the Lenders other than A.I.D. shall other
wise agree, not take or concur in any action the 
effect of which would be to modify the financial 
obligations of the parties under the Pertamina 
Subsidiary Loan Areemen't or any provision thereof; 

(vi) 	 Cause a national fertilizer study to be carried out 
with due diligence and efficiency and to be completed. 
not later than fifteen months from the date a contract 

http:Pertami.na
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in ccyutd wiih con;;ultnts for the carrying out of 

tihe nLu ]y, Upj:on ewshei.ction thjoreof the lrrowor slial.. 
.D. thea..:c," n::so]c'itic:hloe eul; ,.Ll A.with ovnl other 

v5'ing
]!dc CI: r;'.1dig the filidJ.,iis ,nd recomiwndaaLiOn Uxa,-; 

action required tofrom M:hi. n :;WtV, nd r]W:.1 tWke such 

. a i : t h ,:'ccom.' 2n:].tion" t.: s ].l]be a,,r'ced upon 
Lenders;.P, thcby the].:n-row:r, P..]. and other 

(vii) n', .or:r the ].rowar al.. on or control tbhe 

nmy,.i 	 , o I' to vot:i.n; r:L[ht s in the meetings of 

nd before nomifnatirg or voting
sininCCj)LC2': of Pusri, 
for tin lctiAon oV any numcbcr of the Board. of M.nagc

of Director(Dewan omisris)
mcnt; (Di "Kli.) 	 and. the Board 

A.I.D. and the other 	Lendcrs of the
of ',wri, ]tLf'-m 
nxam~: and (fIIalif cation:; of the persons it proposes to 

for Admsoe election it intends to vote,
no:,d.tc and/or 

other Lenders,
ari :s) ralucSted by A.I.D. and the 


with said Lenders regarding such

cxctxr;gl ;e '.'ews 
proposals;
 

the resources 
(viii) 	 Reserve or nense Pcrtanmina to reserve gas 

the si ply of gas to Pusri pursuant to the
relquired for 
( :t8; fa i-c a:[.:t : h;.rc.tk]llnl L 

a cdd, take all mcorures which may be 
(ix) Promnpt"l 

to build up and 
neX 'r. ov dEM:i.rabe to assist Pusri 

ma:,.'Lntain on c:i'foe[xivo and cconomic marketing organiza

tion for its ferti. .zer n)roducts and to stimulte the 
accordance

salt, of such hoducts at competitive prices in 
measures shall 

with sound, comnmcrcial practices. Such 

ice price support proT,:m1 or other programs
include n 

to make optimfl-a use of 
which "J.:.. encourage 	 farmers 

and the provisionat such prices,nitro, no'as fertilizer 
in the period.preceding 	completion
.itributors,to O.ri"s 

of supplies of imported 	nitrogenous 
fertilizer
 

of the Projcct, 
to carry out its marketing

sufficientn to enable Pusri 


expansion progrm;
 

(x) Consult with A.I.D. and the other Lenders 
before under

taking or approving the 	undertaking of any other 

nitrogenous fertilizer project in 
its territories.
 

(d) Pus:i will covenant that itR shall: 

(i) 	 Employ qualif:ied and experienced consultants acceptable 

and the other Lendera, upon terms and. 
to A.T.D. 
conditions satisfactory 	to A.I.D. and 

the other Lenders;
 

http:no:,d.tc
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for th:purpo.,e of Lssing Pusri's m"anaement in 

i) the 	carrying out of 	Part A (1) of '1,he Projcb,
(ii) the developnmc , .traPi.niof Ig5, for Iom. ']?uI
P.ersojicl to operate the p.ail; and rel.ated facilities
included in Part A of the P:roject, (ii.i) thc paciraging
and 3r.'rcleting of Pusri'S products and (iv) management 

Lanning, financial Control, accounting and executivestaff trLaining at least curing 	the construction, startup and 	 initial operation of Part A of the Project; 

(ii) Employ qualified and experien ced.contre etors acceptable
to A.I.D. and the other Iendcrs, upon terms and. conditions 
satisfactory 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 plantthe and related 
facilities includcd in Part A of the Project; 

(iii) 	 Except as A.I.D. and the other Lcnders shall otherwise 
agree, duly perform all its obligations under the Pusri
Financing Agreement and take no action, or concur in any
action which would have the effect of modifying the
financial obligatiions of the parties under the Pusri 
Financing Agveeicnt; 

(iv) Take all action 	within Pusri's powcr to maintain its
existence as limiteda liability corporation under 
Indonesian law and. maintain its right to carry on
its operations, and to retain 	such land, interest in
land aid properties and to acquire, maintain aund renew
such licenses, powers, franchises and. other rights as 
may be necessary useful theor in carrying out of
Part A of the Project or in the conduct of' its business; 

(v) Except as A.I.D. and the other Lenders shall othrr
wise agCee, not make expenditures, or comitments for
expenditures, for fixed. or capital assets (including
investments in or loans to other business entities)
until, such date as on which Pusri's plant included in the
Project shall have produced an aggregate of 300,000 metric
tons of' urea during the 12 month period preceding that 
date; 

(vi) Except as A.I.D. and the other Lenders shall otherwise 
agree, not incur any indebtedness (other than under
the A.I.D. loan agreement and. the Pusri Financing
Agreement) if, after the incurring of such indebtedness,
th:e i~n,] dr.n;s .t }Ti.sr"L th]i.n incurred, and. outtanl1:iug
would . gc.*;,::2 ;',.. te ei-iity of' Pus:i 



(vii) F-':epa A.I. ). an the other Lcndur:: cshall othc.rwIsCIC]acI ""3nk!uCCOI V' GJn:. a flm'its to fully delrccT&teits (us.nt duJi'.1A,. fixed ngSets relatin,(g toimThu Lr.i.n- Opr'Wt,;ons by the nd of -9ll7l, snd ful.lyWCrccitc Dhone ieprcciablo fixed assn to 1) icor :..ruc Lcd under Prt A of the Project rcl.ating tomanu UeL"uryin opnrationiu over a 12 year period startingat the clone of the fiscal 
asts 

ycea during which suchwill have been placed into service;dcpruciatc and fullyother depreciable fixed asscts in conformitywith consistently maintained sound financial principlies; 
(viii) Except as A.I.D. and the other Lenders shall otherwiseagree not declare aiy dividend or make any distributionwith respect to its capital shares except out of itsaccumulI.ated net earnings; and not pay any dividendmake any orother di:tribution with respect toshares (other than its capitaldividends or distributions payablesolely in such capital shares) or purchase, redeemotherwise acquire ordirectly or indirectly for anysideration, conany of such capital shareseffect :if, after givingto such action, the quick assets of Pusri wouldbe less than the current liabilities of Pusri; and notpay any dividend or make any other distribu;ionrespect withto its capital shares until such datePusr. r's as on whichplant incltuded in the Project shall have producedan aggregate of 300,000 metric tons of urea during the12 month period preceding such date; 
(ix) Perform its obligations under the Gas Purchase Agreementard, except as A.I.D. and the other Lenders shallotherwise agree, not take, or concur

which in, any actionwould have -the effect of amending, abrogating,ass lgning or waiving the Gas Purchase Agreement or auy
provision thercof, 

(x) M::,.he all. "enzonr,1)ie efforts prior to operationplant included, in of thePart A of the Project and thereafter,to imp:,ove its ar.t.angements and facilitiesits for marketingf'e"rtil.izer products and. tV develop and maintainan effective efficient marketing organization. 

4. Pusri FinF.nc:ic.n! Terms. 

(a) 'c e lorJ-ower shal., mkJe -available theto a or i proceedsthon folowing tc of this Loans: I2-L/2 ycarsperiod of maturity including a gracei/2 years on repayment of principal,annum. P,'ar, . of and interest at 12% perinterest will be deferred withoutli,L enit interest thereonJ , 1973 w.hel the amount of i ntrest so deferred shall be
Moo 'toL:, l Ol.a ot,..i, to be :p i.i accordince with USi:•.. ' :[ : .-. ]-U . S.:,h :i, i f' n y of U"o' i . - 'e .- Of' 

http:duJi'.1A
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th;, A.I.I). lois are dinb1ur:cd. p'o:' to tle timc that 1'i9.3 mii.llion of. 
e;dernl f:in ing has 1Qcn n .loc,incdi to ]u zn'i.) no interest ;hll.. accrue 
on :uch oPu:8 outtnnirng until after n;aid al.locution has been completed. 

(h) All i.?,:nt.: ol .i.nte're;;t and. prIncipal .bieh relvte to the 
proecceas of ta A.I..1. J.:,:, : to the Jorrow:r by Pu:;ri inQW1 m mca 2d, 
accord.ncr: with a mainLtnance of value provinion in the A.I.D. Loan 
Agrc ,ent. 

(c) All . m.nt s of .ntev'est and principal mad., to the Borrower 
by Punri whih r,:oLh;c .othe proceed, of the A.I.D. Loan shull be deposited 
in a ,pc~ci~l accuit; i'nd such fund.,; may be used only as may be agreed upon 
by A.I.D. a-:.] I;hc Bor.row(,'. 

5. Thn boan sh:l.], be subject to such other terms and conditions as 
A.I.D. may d(,era advisable.
 

John A. Hannah 

Date 

C].arances: 
Assistant ANinintrator for East Asia: 

Rodcric O'Connor 
Gcn.:ral Counsl:]obcrt T. Okay 
Co;:'to..l'r: Chflr.els F. Flinne= 
PPC/CA:Jon n i. Kaufmonn 
EhA/CD:Sclig A. Taubenblatt 
]IN/DP: Charles HI. Breecher 
GC/1A:Herbert E. M.orris 
EA/mT"lexand zr Shakow__ 

Date 
Date 
Date 
Date 
Date_ 
Date 
Date 
Date 

_ _ 

CC/AS: .Bay:b:),/70 




