


SUBJECT: Indonesia - Ketenger Transmission and Dist\oibution 
~abi!itation - Loan Amendment 

~ttache~ tor your review arc the recommendations tor 
increasing by $6,200,000 a loan (No. 497-H:.o2S) made to the 
Government ot lndones1. in an amount ot $21,000,000 to assist 
in tinancing, the foreign exchange costs of, equipment, materrala 
and services necessar,y tor the instailatiomand r-ebabi~itation 
of, certain electrrical transmission and dfst~ibution ~acilities 
oft Perusahaan Listrik Negara to 8'1d in the Ketenge~ Electmcal 
System in Western Central Java, al,d related technical assistance 
and training. 

This loan proposal is scheduled tor consideration by 
the Develo~ent Loan statt Committee at a meeting on Thursday, 
June IS, 1972. 

Rachel R. Agee 
Secr.etary 
Developmen~ Loan Committee 

Attachae'lts: 
SummarY. and ReCOMMendations 
P.roject Analysis 
ANNEXES 1-9 
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D. 

The Bor~ower is the Goyernment of Indonesia ~GOI): the Benef.iciary 
1s PerusShaan Listrik Negara (PLN) a wholly owned Gover.nment utilEity, 
responsible for public power gene ation, transmission ,and 'afstribution. 

B • LOAN AMOUNT: 

u.s. $6.2 million Loan Amendment increas~ Loan 497-H-025 from 
u.s. $21.0 million to U.O.$27.2 million. 

c. TERMS: 

40 year maturity, including 10 year grace, with 2% interest during 
~race ]?eriod lll1d J'/o therea£ter. GOI to reloan proceeds to PLN on term::; 
and conditions ,agreeab1e to AID. 

In order to meet an unforeseen increase in power demand in the 
Kete~er area, the Amendment provides 'for the foreign ex'change financing 
of engir.eering, procurement and installation~ of two gas turlHne 
generators (2x20 MW) a,nd subsidiary equipment, and construction of 
related facilities at Tjllatjap, Central Java. This power. ,.,illl be 
t e ini,fal principal supply, for a proposed 100,000 barrel per day 
Peb:tatnina oil refinery to be constructed at Tjilatjap. 

E. None. 

F. STATUTORY CR['l'ERIA: 

rI'his loan meets all statutory erite~ia. See Annexes 4 and 9. 

G. 

See Annex 5. 

H. REOOt-tMENDA'l1IONS : 
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the terms and co ditionn ~et forth in tho draft authorization ia 
rumex ~ nmending the original loan authorization as shown fa Mnex 
~ outline o~ conditions precedent and cov.cnantn is set ,for.th, in 
Section VlIlI. 

Chairman and Loan Off, cer •••••.•••••••••••..••••pennis B~e an 
Engineer ........... . .................. ' ....... ~ \ .Jrohn rGlaws 

Economic ..........•••..•.•...•...••••..••••.••••James Norris 

controller •••••••••••••••••••••••••••••••••••• ~.Denton Larson 

AJJ)jw CAPITAL ASSISTANCE COMMITTEE MEMBERS 

Chairman and Loan Officer •••••••••••••••••••••••Alexander. Love 
Power Engineer •••....•..•...........•••.....•.••Earl Clark 


egal ..•....•....••......•............•••.......Herbert lwbrr:is 

Desk .....•.....•...............•..•....•.•••••..Lou St8lnberg 
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[n vfev of the direct relatfonlhip between~jilatj p generatton 
to the relt of the Kete~!r t~n.mr~ston and distribution, it fs 
propos tfiii to!s ioan be authorized as an amencment to ttie 
ol'iginal $2].0 mi~ion loan. .The foregoi:ng 'eltiDUlhe.s the bads 
for a finding o£ economic, technic&] and financial dustification 
for the ~31latjap generation incr-ement. Changes in coDa{tfonl and 
covenant. tram the 0 iginiLl Ketengell roan (10. ~97-H-025) are 
reflected in ~he amended loan authorizati~n (lee ~exes 2 "and 3). 

I 

1e USAID Director hal made the required section 6~(e) cert ' 
cation (see Annex 4) and the Country Team recoamends approval 
(see A~nex 5). 

III. Description of Project Amendment. 

The project consists of the design and construction of! a 
thermal power station in TjilatJap (see map at Annex 6) and related 
technical assistance and training. The station will consist 
essentially of two ' 20 fiW gas turbine .. . 
generators. The generators w111 be connected to tht: fai!latjap 
substatio financed under the Ketenger Tranai1s8ion and Disti1~utfon 
Loan (Loan No. 025) vi~ a 150 leV transmission tie line and: to the 
proposed Pertamina refinery vi~ a 20 KV Gubtranamission connection. 
(see Annex 7). The units w111 be simple cycle, . gas 
turbine types with a continuous ratigg of! at least 19 MW when burning 
distillate fUel 011. Each uhit will be complete with synchronous 
generator, exiter, turbine and generator control panels, metal ~lad 
switchgear, lube oil and cooling water systems, fire protection and 
compressed air systems, black start capability and! fuel storage and 
handli~ facilities. Completion and operation is planned for mid 
1975, approximately 34 months after afgning ~f the loan amendment. 
IV. Cost Estimates: 

'rhe following cOflts t\l.'e ba~ed on estima,tes ma,de by and h~ve been 
reviewed with P~'s consultants, C,.T. Main. lI'he cost estimates are 
considered reasonably firm and SUfficient to meet the pro~isions of 
Section 6.11(a) of the FAA. 

The otal cost f ~he amendment is estimated to be $6, 50,000 
consisting of U.S. dollar cost of $6.190 million and locaWc~rency 
costs of $.660 million equivalent. These estifuates i 'ncl'lease the 
total cost of the 'project to $34.350 consisting of U.S. dol[ar cost 
of $27.190 and loca] c~rency cost of $71 .160 equtva[ent. k summa~ 
of costs for both the amendment and the project tallows: 
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.'1'.' I LI\'l'J1J> GEN~RATI'ON 

Item 
_ E 

US$ 

Two - 20 MW Gas Turbines 3;800 3,80'0 

Freight & Ins. 120 120 

Del to site 

Site preparation 25 

I?uel st . oJ'ag(~ 80 100 

Land 180 180 

I'!rcctiotl 80 50 

Office '~1 service bldg ~ 
Subtota:ls 4,105 440 4,545 

Spare parts 300 300 

Switch yard 780 55 835 

Connnunications equipment 20 20 

fl'l'aining 15 5 20 

I'!nrdnee t'ing 360 90 450 

l'lsl! a1a t.h)1l ~I) II'~~ 2?0 25 245 

l~011 t.ingenl~y (i,) 'l1g, 390 ~ 435 

'rtl t.a1 6,190 660 '6,850 



397 
oor 
316 

1,314 

.., 
IfjO 1\" Substations:... . 

'l'ef':e.1 1, 02 206 
T'urwokerl.o 990 184 
'l'jilat.1ap '147 J,!fl 

3ubtotaJ. 2,'839 531 

3. Distributfon RehabilHation: 
Peka10ngan 941 400 
Tegal 2,008 919 
Purwokerto 1,001 445 
Tjilatjap 904 380 

Subtotal ~ 2,J::Ii4" 

4. Improvement of Small Load Centers 2,007 985 2,992 

5. Main t:enance l~quipm.ent. 500 500 

Gonunun:lcaLions Equipment. 60 60 

'( . 'I'ra:lni/l~j 85 15 100 

II. I':ngincering Dervice::: ],600 300 1,900 

\) . ConLln~ency l../ 2';129 531 2,660 

10. 	Elsca1at:i.on @ ll'~ 

Subtotal 

11. 	Tji1atjap Generation .g/ 

'l'ota1 

2,2:1.0 1580 

2],000 6,500 

15 1,i90 ' , 1560
'--' 

l../ Contingencies at l3% of' dollar costrJ and 1'0% of local 

g/ Totals from preceding page. 



Previous studie~ of generation requi~ements for, the expansion of 
the Central ,Java System sliowed the need and economic justtf:lcation for 
installation of approx. 25-3 MW of, gas tunbine capacity at T~ilatjap 
in early 1979. This requi~ement is Justifiable lrres~ect!ve of ~he re
finerYJ load and would proviije the corr~ct mix oil base load and peaking 
capacity for the economic operat'ion of toe System. 



3. Re jrOn X Economic Considerations 

The~Original Ketenger 10 authorization discussed the problem 
of the existing PLN rate structure. The rates do not reflect the economic 
cost of powe~ nor provide a reasonable return to PLN. As discussed 
in the original Ketenger CAP a~d by updated material in the W~st Java 
Trapsmission CAP, the ID~ consultants to PL« are in process of re
commending a r.evised rate structure. Rate revision should prov-ide PLN 
with revenues sufficient to cover operating expenses, depreciation and 
interest and leave a reasonable surplus for partial ftnancing of expansion. 

The rate struc ure rev,ision h intended to be imp,l!emented beginnfng 
1 n 1973. At present, there are indicat'i't>ns that thes.e changes will be 
cllt'ried out in three stages to be finaliy based upon an average r te of about 
3.0/- per KWH. Second step loan terms to PLN for Ketenger, will not be fixed 
until the rate structure has been set and a basis established for determining 
npproprinte terms. 





Agreement ~ndment Signed 

Conditions Preceaent to [nItl&! 
Financing SatiBf~ed 

Letter.. 01\ Creait ' bended for 
Engineering Services 

Procureme t~[nBtilaation 
Letter o~ Credit opened 

Ket'enger. T&D Construction 
Contract Letter of Credit Opened 

Turbine~ [nstal!ed 

Turbine Testing Completed 

VII. 

:.0 . ., 

' 1972 

, " • 

~
f 

I30 October. 1972 
I 
I 

15 June 1973 

3] March 1974 

15 1\pril 1975 

15 June 1975 

~ere is no change from the o~iginil Ketenger loan agreement in 
conditions precedent and covenants except: ' 



VIII. 

The addition of two gas turbines at ~~iltJaB to meet tne 
illunediate load of the Pert'amina refinery !i.s not expected ito have a: 
significant ~eleterious ehvironmental impa,ct. 

~ powe supply to the refinery wiil De supplied by the 
gas turbines for 2 yea~s and from the Semar~g Ste~ Plant thereafter.. 



·. 

DCc-'lr ~iios ~~..\moy I 

,The uovor.nment of IndoneGL'l ~c~uestsrrom the Gove~ent o~ ,~he 
United S i\tcs a lOc'ln or rive million United Stu-tes dollars 
~US$ 5.0 milafon) for the following purpose and subject to ~He 

~~-p:-c...isions .ereinll!ter stated: 

"'.\ ' 

I 



2. 	 ro.1eet JuatifilCntfon: An essentinl: element Ul the pJ;.'\Med 
rahnbillitation nnd i:ieve!opment of Indonesia I s electric power 
soetor is reeoen;i.tion of ;tho exclusiVEl right ot t.he Perusa
hnnn Listrik lletRrn ~PLN...C:;tnte :.t!.lectrieity Autbority) to 
gr.:ncl'nte, transmit nnd distl'ibute electricity t:1iroughout the 
country, nnd nt n minimum to license generntion ~here it :£s 
unable to provide the capr'\city itself. Proviou8~, the lacK 
of cnp;lcit)': and reUnbility have been l.iDd.ting tactors on the 
ability ot: ~LN ;to estRbllsh its role ns the {luthorized national 
source of electric power. In view or, shor.tage o~ capac~ty and 
inudequate relinbility PLN 11.1.S been unable to enforce its public 
~,uthority with tho result there hns tnken place a continuous 
el'o\,lth of extensive captive Benerntion capacity undel' control 
ot private and public industries~ "lith relic1.bilitntfon nnd deve
lopment of the electric poser sector, P1.N no\ol, being carried out 
throuGh the Indonesmn GOvernment's }t':1:ve tear Plan, PLN is 
npproachine tho point where it CAn enforce its pubUc pr,erogatlve '. 

.'. 
ns sole national authol'ity for generation, tranmssion and 

distribution ot electric pO\'ler. 

inc proposed construct~on ot the Pcrtamina ~er.ineljr nt 'Tjilatjap 

offers PLN n mnjor OppOl·t~ty to intezwene and begin to brine 

under control the growth of this captive eeneration. Per:tc:unina !' ' 


is 1\ major Indonesl..1.n public industrinl organization and Rccep

tance by this comp.'\nYi of. the principIe that electric power will ,I 


be cupplicd by the nAtionnl el:cctric power authority; JU\rks a far 

reachinG step in recognition of, P1N's pub 'c authority. ' '\ 

'i'ho precedent estlnbl:i:shed will have eftect: bel'ond ,reach ot , 'of: 

Pcr,~minn nlone. 
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Such data ilre included herein by reference. CMS T. )iairi Me 
supplied prelimiM1"Y cost data, And these nave been reVfewed and' 
concurr~~ in by tne Government of Indonesia. 

4. 	A,',dll\bility o~ Credit from Ot~hHr Sources: Other sources of 
fillllnce ·:for this project are not l\V'QU;\ble to j,he Uovernment of 
Indonosia "t) present nor. lmticipated in the near future. 
Funds awdlnble from other clonor countries hr1.:ve been aUoCc'\t¢ 
or l\re pL'lnned to be nllocnted £0 other priority projeCts 'tdth1h 
the nfore mentioned Five Year ~L'\n. . 

5. 	VHlidity of FinnnciHl Stntement.s: As PLN is R government entity-, 
ito financinl stntcments I'llJ.iVe been audited bY1 the Stnte Auditor~e 
Office, \."hos8 audits refiect the fciMncL'\l conditions hnd opera
tin6 results o!J PLN to the deeree possible :under current: RL'J 

, .: 	IRecounting practices. Furthermore, all relevant accounts and .. \ . 
records are nvnil.'\ole tor eJemnination and re . ew: by- representatives 
of the U.S. Agency- for International Develo£Dent. , . . 

:. 

rle hope tlint this ini'ormation wiU 'De use.t'ul and sufficient for y-ou • 
to proceed with the consideration of this loan appid:Cc'\tfon ..ae ~soon ' . 
as feasible. '. I 

~I • 

Thank you, .\ 

i'•• • 4,,'• . . o· ~". '. 
• • J . • • ,..",:;:~ i " . ' , } " Sin.,~~~~,; ,, 	 I .. ' . . . • \Ii : ". . ~ . : :', ~" . .'. 

: l '.1 \ • ' ,'J : 	 " 

'i \ :..' 	 '. 
\ \ .' \ '. .' ..;. 	 -~ ./.::.::,.,.. .. . .. . ,',. &nil' Sa~~ 

".~ ,. 
\ . .... ... 



~. !t.D. ,Loan 491~1I-,02~ 
Project No•. 491-22-220-213 
~D-DLFI/,P-975 

Provided from: De .elopment klan Fti,nds 

C!ndonesia: Ketenger Transmissio an Dfstrfbutton 


Rehabilitat fanJ 


Pursuant tll t JIO author ity vo~rt.ed in the Assistant Administrator ,Bureau for 

!wla./lgency for InternnEi onnl /)evelonrnent. ("A.1. n. ") by the Forf>fgn 

kwi:;tance Act of 1()6l, an runelldcd, and the delegations of 

authority issued thereunder, I h0.reby authorize pursuant to 

Part I, Chapter 2, Title I, the Development Loan Fund, the 

runendment of A.I.D. Loan 497-H-025 to the Government of Indonesia 

("Borrower"), for reloan to Perusahaan Listrik Negara ("Beneficiary"), 

as follows: 

a. ['he !UlIount of the loan is increased by; Six Million Two 

([lind l'ed 'r)wmmlld Dollar,'n (:1;(;, :.'00,(00) to a total amount not to 

0.xen(~11 'l\mllty-Sllvnn MI1J tPl! 'l'\~ll 1hlllrlrcd ['housand Dollars ($27,200, OOO~ ; 

1,. '.rlte I'llrpnm~ s of tlw InUIl will include the ;t'inancinB of 

f()r(dt~n l~xch::u\r,c co:;t:; 1'01' til e procurement of the equipment, 

materials and services required to ins,tall two gas turbine 

generators and subsidiary equipment and to construct related 

facilities at Tjilatjap, Central Java; 

c. As a condition precedent to disbursement of the ada~tional 

loan funds nuthor,ized hereunder for other ' than en 

http:vo~rt.ed
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Be eflc!ary will s mit in ., orm and 

a. copy 01' a cflntrnct or contracts between itself' and the Indonesian 

state Oil and Natural Gas Company, Perusahaan Pertambangan Minjak 

at Tjilatjap and for the pr:(Jvision of fuel by Pertamlna; to Benefi ciary 

at Tjilatjap; 

d. additional condition precedent to disbursement of 

the add i tionnl loan funds nuthorized hereunder for other than 

(mp;ineerinl~ fwrv,ices, BOl'rl'wn:r' will submit evidence, in form and 

:wbntnT\( ~ l' ::ntJB l'nctnl'Y tp A. 1' . n., nJ' reasonable progress in the 

Pl' t11lCl S C:! lJ cnnntr'uct:l.<)ll LIt' 'the Pm'tnlllina nil refinery; 

t-~ . Allro(7,utillO 01' thl~ l!olrtrnct OJ' contracts rovf ed for 

under c above or f'ailuro to achieve timely completion of construction 

01' the Pertarnina oil refiner without justification and in such 

Inanner as to make it improbable that the loan will substantially 

1ulfill the purposes for which it has been provided will constitute 

additional events of default under the loan; 

f. ['he.'l OUIl shall he sub,ject to such other terms and condftions 

IlS A. I I.n. ",uy doem o.dv.isnhle consistent with the terms and conditions 

or. till'! 1l.l'1glnnl I~)rul Ant.hol'i7./tth'n ~lir:ned June 15, 1971, as amended 

lIore.ln. 

http:lIore.ln
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, C::::~:;'A~·t~:r::N·.· 0.- S7'AT&:': 
: ' , ;'G~NC\' ,:,O~ IN7t;r~NM·IONAI.. cqv:::z:.OP~:iNT " ' 
• , ' .' W':'CHINOTOH. O. Co "-1)::5 

, . 
" 

, , ' , A.I.D.:Loan ~..?!7-T!..c2S' 
, . AID-DLC/p-975 .' 

P~p~ect N~. ~97-22~220~213 
II • 

ProVi ed from: Developnt Loan Funds 
(~donesin:' Perusanaan Listrik Neg~a; 

Ketenger ~ansmi8sion and Distribution Rehabilitation) 

~~su~t to the authority vested in the Administrator of the Aqency 
tor :::'''ltelonc.tio:lal Develollman't; (hereinafiter culied "A.I.D.") by the ' 
!i'o....e:[gn ss~stance, Act of (1.961, as amende , and the delegations o~· 
:::.u';':..ority issued tllcreunclcr, :L hereby anthorize the establishlnent ot 
~ loun pursuant ~o P~rt I, CH~pter. 2, Title I, the Development Loan 
Fund, to the Govcrnnlent of' the Rcpuolic of I11donesia (hereinafter 
c~llcd the "GOI") of not to exceed trl'Went~ One Million DOllm's ". 
(Q21,OCO,000) to assist in financing the forei~ exchange costs o~ 
co.ui~ment, c~terials and services neceos~J for th~ installation 

, ' 

D.."l rer.3.bilitation of certain e,lecri:;rical transmission and dis'crib\l
tion facilities ot Pcru:oa.ho.c.n Listrilt Ncgora (hereinnfter cs:' led 
".Beneficiary·') to and i!l ' !the Kctcnger Electrical System Western 
Central. JtwtJ., and rela.ted technica.l 'assiGtonce and trainir.lg, this 
loan 'i.~ be subject to the ,t'01lo~iin6 terms and: cond.itions~ 

The interest on this 10M shaJ.l be tl'10 percent (~) per ,ar&llWll 
, on the disbur3ed bO.l.ance of the loan during the til'st ten (10) yea:rS of' 

the loan c.nd three pdrcant ('3~) per annum for the remaining thir.ty (30) 
year3 ot: the ' loan. The princip'a.l of the' l pa.n sha; 1 be repaid in full ! 

"lithin forty (40) yea.ra f.rom: the'da.te of the first disbursement under, 
the lo&n, ~~d such repnym~nt ahat! inc~~de a grace periOd: of 'not' t9 
'exceed ton (10) years from the da.te of first aisbursement. 

' . . . 

2. 

p~ant 



. c. Unless A.I.D. agrees. otheriise· 1n: writ:l:n'g,·'the GOI and. 
:the Benef1ciary shall agree ~ either 1n the to~m of appropriate 
conditions precedent or covenanta, or bot~, ~hat; 

. .' 

,
(1) T~e GOI ~itt make foreign e~change available to the 

Bcnef1:ciar:,", in add!tion: to tbe proceeds' of this roan ifor the purcha.~e . 
ot third countr equipment necesaary for spare and replacemeht parts 
for diesel gener tor and other equipme t mainten~ce. 

(2) Benefici~ry 'will establish a resel~e fund in 
Indonesian currency equivalent to the !total Indonesian ~urren'cy costs 
of thc project for the upcomin3 six months as estimated by :the 
consultant, said funds to be replenished to :the appropriate level 
quarterly, or more otten in the event actual Indonesian currency 
expenditures exceed' sai~ estimates, or such lesser amount 
as .~.D. shall; agree to in "triting, ~'Ihich ohaJ..l be used for the 

.execution of the project until the projec is completed. . . . . . . . 
. ,, (3) . ~neficilll'y ,:1ho.ll institute reforms, 'based on . 

'. recor.\!nenda-;~onG ot a ma.nllgament consultaht made in accordance "lith a . " , " .... . :- '. : 'Project A;reement cet,...o;\cn Jk:neficiaX"',f and the [nternationaJ. .Develop
. . ' znent A~socil.tion,· . 'as may be 'agreed· upon. by.l3Qrrow~r• .Ben&f'1ciary 

,. ' . i .' . '. '. . ·and A.I.D. ' '. ' . ..., . ' '" .. . , 
, • ft , •• ,,\ • " • • . . . . ,. 

. ' : . ' . el. . ~e loan shall be . subject .t~, such. .other terms :and 


", 

. " , .. .. ... . ' ,'conditions ~ . A.I;~~• .may deem .AdVisable. . ' .... 


I . ~ ':: ':'::.:..,,::..:; :::;:':'· :.'"'?-';'i';'Af~ , " ,',', 
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1\. LV. 10nn No. he t'-H-02~' -
K~ENGER TRANSMISSION ~D l)ISTRIBtmI0N IUlIAB 
PROYIDIN FOR TJ'ILATJAP llffERD1 GENERATION 

tJ:Ndi.MSIFIED 
~ l~, Page ill of ? 

], Richard M. Cashin, the pr~cipnl officer of' the Agency .for 
Internatiom~l DevelQpment in IndonesiA, havine tclten into account 
among other things: 

A. T~e exintence of an rmm pro;Ject encompassing both large 
nmount~ of llIa.np.gement I\ssi'stance to 'the Central PIJi 
orgnnizat1.on nnd n thorough refo~m of P14l's management, 
oper'at ionp, rate otructul'e, etc.; 

B. 	 the indus,ion in existinG AID capital apflistnnce projects 
of technj,cal ~ssistnnce to P1N plus covenants to implement 
reforms derived from those cnrried out by Central p~ under 
the IBRV project; 

C. 	 the inclusion in subj ect capital ass! stance pro,ject of' 
training for operation nnel maintenance; . 

D. 	 the inclusion in nubject capital assist'ance project of 
provi::lionn for proJ ect i,'llplementntion and local currency 
availability; 

g. 	 the conntructive attitud~ of !the Government of Indonefli~., 


us expresne~ the acceptance of 'the proposed IBRD reform 

proerwm for PLN and the steps taken to increAse PLN's a4tonomy 

of operation and financial independence f"1'om budget support; 


}'. 

do 

f"npnhility 
\'npltaJ 

'Phi::; Juilgrncn t. 

the posltivc and far-reachinr; step \thfch this project 
repre!lents ii1 Government of Iildonesia recognition of the 
role of PLN (lS sole and ~ffective national puolfc authority 
for generation , transmission, distribution and licensing of 
electric po\'1er throughout Indonesia 

hcreby certify that i m.v judgment, both PLN anel the Governm~nt of 
Indoner.in will huve the financfnl enpabiH.ty and th(' humnn resources 

t o imp 1 orncht , maintain und utilize of1fectivc~.y Rubl:}ect 
:'Ul:dntanc" \ pro,j(-C!1.. 

is l>u~led on the fnctr. \that: 



11. fl'hc Government of Indonetdu has fUrther demonstrated 
its adherence to 30und business and economic princdples 
by ntnoili7.ine; the c.c no1llY of donesin. 

Diroc:tol', 



Richard M. Cashin 
Director, USAcrDT[ndonesia 
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Eonn No. 1f~~-H-(,)25). 

, to West Java 

Tvannmission and Distribution CAP. 




