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. DEPARTMENT OF STATE
AGENCY POR INTERNATIONAL DEVELOFMENT
Washington, D.C. 20523

\

UNCLASSIFIED
AID-DLC/E-975/2
June 9, 1972

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: Indonesia - Ketenger Transmission and Distribution
Rehabilitation - Loan Amendment

Attached for your review are the recommendations for
increasing by $6,200,000 a loan (Noc. L497-H-025) made to the
Government of Indonesia in an amount of $21,000,000 to assist
in financing the foreign exchange costs of equipment, materials
and services necessary for the installation and rehabilitation
of certain electrical transmission and distribution facilities
of Perusahaan Listrik Negara to and in the Ketenger Electrical
System in Western Central Java, and related technical assistance
and training.

This loan proposal is scheduled for consideration by
the Development Loan Staff Committee at a meeting on Thursday,
June 15, 1972,

Rachel R. Agee
Secretary
Development Loan Committee

Attachments:
Summary. and Recommendations
Project Analysis
ANNEXES 1-9
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INDONESIA - KETENGER TRANSMISSION AND DISTRIBUTION REHABILITATION

LOAN' AMENDMENT

SUMMARY: AND ' RECOMMENDATION\

A. BORROWER:
The Borrower is the Government of Indonesia (GOI): the Bencficiary

is Perusahaan Listrik Negara (PLN) a wholly owned Government utility,
responsible for public power generation, transmission and distributipn.

B. LOAN AMOUNT:

U.S. $6.2 million Loan Amendment increasing Loan 497-H-025 from
U.S. $21.0 million to U.S.$27.2 million.

C. TERMS:

L0 year maturity, including 10 year grace, with 2% interest during
grace period and 3% thereafter. GOI to reloan proceeds to PLN on terms
and conditions agreeable to AID.

D. PURPOSE OF LOAN'AMENDMENT :

In order to meet an unforeseen increase in power demand in the
Ketenger area, the Amendment provides for the foreign exchange financing
of engirieering, procurement and installation of two gas turbine
generators (2x20 MW) and subsidiary equipment, and construction of
relatedifacilities at Tjilatjap, Central Java. This power will be
the initial principal supply for a proposed 100,000 barrel per day
Pertamina oil refinery to be constructed at Tjilatjap.

E. ISSUES: Nonec.

I'.  STATUTORY CRITERIA:

This loan meects all statutory criteria. See Annexes L4 and 9.

G. MISSION AND EMBASSY VIEWS:

USAID and the Country Team recommend tinat the loan be made. See Annex 5.

H. RECOMMENDATIONS:

Authorization of a loan amendment to Loan 497-H-025 to increase the
loan from U.S. $21.0 million to U.S.#$27.2 million in accordance with
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the terms and conditions set forth in the draft authorizationiin ol
Annex 2 amending the original loan authorization as shown 4in Annex 3. ,.-ﬁ
An outline of conditions precedent and covenants is set forth in

Section VII. 2 .§
USAID CAPITAL ASSISTANCE COMMITTEE MEMBERS: S g
Chairman and Loan Officer 'ccece.ocecscsssss-aaeqs.Dennis Brennan '13
IS EEIS Y 56065000600 5 108383 000900800600 0380 a0 e (ERE %
Economic l'l.l........l."...l‘l...l..!l...'l.‘..Jmes Norris :"i'
CONLTOL1EY «eeccescceccnscccsnsssssssscnssceesssslENton Larson :
AID/W CAPITAL ASSISTANCE COMMITTEE MEMBERS
Chalrman and Loan OffiCer .ceeccecssecsccssessassssAlexander Love
Power Ellgineer .l‘.'.l....'ll.....l....‘t.."l.llEarl Clark
Legal lO.l..QC..‘...O..........Qlll...l..l'l'...lHerbert mrris
Desk OlQ..O..l!.......o...‘l!l'l..lQl'Oi..'.O.'OcLou Stmn.berg
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m*wmm -, YETENGER TRANSMISSION AND 'DISTRIBUTION REHARILITATION
TOAN Ma{%amm R

i;'{ Parpose of. Loan Amendment.

AB a result of an increase in electric power demand in the
C~ntral Java (Ketenger) system being rinanced under this loan, not
aaticipated at the time the loan was authorized, there is a need
to install as soon as poseible two 20 MA. gas ‘turbine generators
at Tjilatjap at a foreign exchanze cost of §6.2 million. A request
for a loan of this amount and for this purpose has been received
from the GOI. See Annex 1. Since the generating facilities are
an integral part of the Ketenger area coverage, it is proposed that
the $21.0 million loan be increased to $27.2 million to reflect
these requirements.

II. Background.

The Ketenger Transmission and Distribution Rehabilitation project
with a foreign exchange cost of $21.0 million was authorized on
June 15, 1971 and the loan agreement executed on November 3, 1971.
In the supply and demand estimates for electric power gereration it
was. anticipated at the time of loan authorization that 25-30 MW of gas
turbine generation’at Tjilatjap would be required by 1979. However,
as a result of a recent decision by the Government of Indonesia t to
construct a 100,000 barrel per day Pertamina oil refinery at
Tjilatjap, about 16MW of electric power will be required’ in mid-1975
al the time of the refinery startup and commencement of operations.
PLN proposes to meet this requirement by the installation of two 20 MW
gas turbines. 1/
An essential element in the planned rehabilitation and development
of Indonesia's electric power sector is recognition of the exclusive
right of PLN to generate, transmit and distribute electricity
threughout the country, and at a minimum to! license generation where
it is unable to provide the capacity itself. In view of PLN limited
capacity and inadequate reliability, there has taken place an
extensive growth of captive generation under control of private and
public industries. The proposed construction of the Pertamina
refinery at Tjilatjap offers PLN a major opportunity to intervene
and begin to bring under control the growth of this captive
generation. Pertamina is a major Indonesian public' industrial
organization and acceptance by this company of the principle that
electric power will be supplied by’ the national electric power
authority marks a far-reaching step in recognition of PLN's public
authority.

1/ A 20 MW gas turbine delivering about! 19 MW under the condition
at I'Jilatjap is considered by' the consultant gg'the/optimum size 2
unit to meet refinery base load requirements estimated:at 16 MV, ¥
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In view of the direct relationship between Tjilatjap generation :
to the rest of the Ketenger tranamissjon and distribution, it-is - -
proposed that this loan be authorized as an amendment to the %
original $21.0 million loan. The foregoing establishes the basis p
for a finding of economic, technical and financial Jjustification )
for the TJilatjap generation increment. Changes in conditions and i
covenants from the original Ketenger loan (No. 497-H-025) are ] | §
reflected in the amended loan authorization (see Annexes 2 and 3). i

The USAID Director has made the required section 611(e) certifi-
cation (see Annex 4) and the Country Team recommends approval
(see Annex 5).

III. Desacription 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 MW gas turbine
generators. The generators will be connected to tue Ljilatjap
substation financed under the Ketenger Transmission and Distmibution
Loan (Loan No. 025) via a 150 KV transmission tie line and to the
proposed Pertamina refinery via a 20 KV gubtransmission connection.
(see Annex 7). The units will be simple cycle, gas
turbine types with a continuous rating of at least 19 M{ when burning
distillate fuel oil. Each unit will be complete with synchronous
generator, exiter, turbine and generator control panels, metal clad
switchgear, lube oil and cooling water systems, fire protection and
compressed air systems, black start capabilityand fuel storage and
handling facilities. ' Completion and operation is planned for mid
1975, approximately 34 months after signing of the loan amendment.

IV. Cost Estimates: Section 611(a)

The following costs are based on estimgtes mgde by and have been
reviewed with PLN's consultants, C,T. Main. 'The cost estimates are
considered reasonably firm and sufficient to meet the provisions of
Section 6.11(a) of the FAA.

The total cost of the amendment is estimated to be $6,850,000
consisting of U.S. dollar cost of $6.190 million and local currency
costs of $.660 million equivalent. These estimates! increase the
total cost of the project to $34.350 consisting of U.S. dollar cost
of $27.190 and local currency cost of $7.160 equivalent. /A summary
of costs for both the amendment and the project follows:
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TJILATJAP GENERATION

Summary of Project Costs

($000)
Iocal Curréncy

Ttem Us$ Equivalent Total

Two - 20 MW Gas Turbines 3,800 - 13,800
Freight & Ins, 120 - 120
Del to site - 10 _«'i'jo
Site preparation 25 50 ” 5
fuel storage 80 100 180
Land - 180 180
'rection 80 50 130
Off'ice & service bldg - 50 50
Subtotals 4,105 Luo 4,545

Spare parts 300 - 300
Switch yard 780 55 835
Communications equipmenp 20 - 20
Training 15 5 20
Iingineerig 360 90 450
Mscalation @ li 220 25 2L5
contingency @ ‘74, 390 45 435
Tolal 6,190 660 6,850




l
- Summary of' Project Costs

0) .
Local Currency j
Ttem US$ Equivalent) = Total

150 KV Transmission: o
Pekalongan - Tegal 1,425 397 11,822

Tegal - Purworkerto 2,157 601 2,758
Purwokerto - Tjilatjap 1,134 316 1,450
Subtotal 7160  1,31% 6,030

KV Substations:

Tepal 1,102 206 1,308
Turwokert.o 990 184 1,174
1'jilatjap 47 141 888
' Subtotal 2,839 531 3,370

Distribution Rehabilitation;

Pekalongan gh1 400 1,341

Tegal 2,008 919 2,927

Purwokerto 1,001 Lhs 1,446

Tjilatjap 90k 380 1,284
Subtotal 4,858 2,15

Improvement of Small Load Centers 2,007

Maintenance Equipment 500

60

Communications Equipment.

‘(v 'I'raining 85 15 100
8. EKngincering Services 1,600
Contingency 1/ 2,129 531 2,660
10. Bscalation @ L, 2,210 680 2,890 f
Subtotal 21,000 6,500 27,500 |
11. Tjilatjap Generation 2/ 6,190 660 6,850 |
Total 27,190 7,160 34,350

1/ Contingencies at 13% of dollar costs and 10% of local costs.

2/ Totals from preceding page.

s Yaed
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V. Lconomic and' Minanclal Considerations ; ff

1. Project Economic Consideration

‘The gas turbines are required in mid-1975 to provide firm power
to the refinery. Following the extension of the Central Java 150 KV grid
to TjilatJap and installation of two 50 MW steam turbines at Semarang,
scheduled for mid- 1976, the Tjilatjap gas turbines will be utilized for
peek shaving and reserve duty for the Central Java System as a whole. (It
should be noted that West Java is expected to experience a power shortage
through 1977 which is when new steam generating facilities in Djakarta
are expected to come on line. During the period mid-1976 thru 1977 it is
anticipated that energy transfers up to about 50 MW will be made from the
Central to the West Java System).

Previous studies of generation requirements for the expansion of
the Central Java System showed the need and economic Justification for
installation of gpprox. 25-30MW of gas turbine capacity at Tjilatjap :
in early 1979. This' requirement is Justifiable irrespective of the re- g
finery load and would provide the correct mix of base 1load and peaking i
capacity for the economic operation of the System,

Pertamina's decision to proceed with refinery construction for
completion in mid-1975 raised a question as to whether captive power
generation should be provided by Pertamina or whether power requirements
would be met by PLN from Central Java system. The latter alternative
was considered extremely desirable from PLN'!'s point of view for a number of
reasons: the refinery represents a large load at an extremely high load
factor. The ability of PLN to meet the stringent reliability requirements
of the refinery should provide an incentive for new industrial customers to
take service from PLN and discontinue the use of captive generation. Maximum
utilization of power furnished by the PLN is fully supported by Indonesian
development objectives.

On the other hand, provision of firm power for the refinery in 1975
would result in the installation of larger-sized gas turbines about three and
one-half years earlier than was originally planned. The key question for
PLN was whether power could be sold to Pertamina at a rate which would be
advantageous to Pertamina and which would offset the economic costs to PLN | &
associated with the early installation of the gas turbines., b

Discussions' between PLN and Pertamina and their consultants' have
resulted in a conclusion that a power rate can' be'negotiated which will have
mutual economic benefits for both entities. This rate will,' by necessity,
consider the high initial production costs for power delivered from the gas
turbines and the offsetting substantially lower production costs'when the
ref'inery is connected to the Central Java' transmission grid, the! rate can be
structured to provide'a return to PLN at least equal to the cost of capital
at 12%. Approval of this rate by A.I.D. 'will'be a condition precedent to
disbursement' for other' than engineering services,
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2. Alternwtive Cost Comparison A o
In order for PLN to furnish power to Pertamina by mid-1975, it .EJ

is clear that isolated generation would be required at Tjilavjap. A o
cost comparison has been made of the two most attractive schemes of I\ :
providing power: two 20 MW gas turbines or seven 3.7 MW diesel followed v
by a 14.1 MW gas turbine in 1979 to provide for system requirements.

Tnatallation, sub-stations, and other associated initial costs arve

essentially the same for both alternatives. Operation and maintenance 5
costs for the gas turbine are less than for the diesels; however, fuel

costs  for the turbines are considerably higher. Another importent

element in the cost comparison is the deferral of a substantiil capital

cost on the diesel alternative for approximately four years. Discounting |
the capital and operating costs of the two alternatives at 12% shows a :
present worth of $5.3 million for the gas turbines and $6.5 million for the
diesels. Higher discount rates tend to favor the diesel alternative but i
the discounted cost spread still supports' the gas turbine. On the pasgig '
of this analysis, the ProjJect Committee concludes that the gas turbine

is the most feasibile alternative.

3. Regjbn X Economic Considerations

The' original Ketenger loan authorization discussed the! problem
of the existing PLN rate structure. The rates do not reflect the economic
cost of power nor provide a reasonable return to PLN. As discussed
in the original Ketenger CAP and by updated material in the West Java
Transmission CAP, the IDA consultants to PLN are in process of re-
commending a revised rate structure, Rate revision should provide PLN
with revenues sufficient to cover operating expenses, depreciation and
interest and leave a reasonable surplus for partial financing of expansion.

The rate struciure revision is intended to be implemented beginning
in 1973. At present, there are indications! that' these changes will be
carried out in three stages to be finally based upon an average rate 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
appropriate terms.

PLN has already obtained financing for four separate but integrated
power projects (including the Ketenger Loan) which will improve generating,
transmission and distribution capacities in the Central Java Region. 'These
projects represent a total capital investment of about $100 million and are
outlined in the original Ketenger Transmission'and Distribution' Loan. 'The
cost of money to PLN was assumed at average terms of 30 years with 'a 5-year 8
grace period on the repayment of principal and interest at 12% per annum. s
Other estimates were made of Region X operating, and maintenance'and fuel LB
costs and the cost of future capital additions in order to obtain'total
annual cash' requirements. On' thel basis of load growth forecast:' for the
Region, flat rates were derived which:would be adequate to'meet' cash require-
ments. A rate -of 2.48¢ per KWH resulted in a financial breakeven point in
1984, 'A 2.72¢/ per KWH rate achieved a breakeven point' about' 1981, On the

basis of' the foregoing power rates' the! following' internal rates of return' for
Region X were derived.

Rate’ ¢/KWH gg_j_
2.48 111.48
113,67

ABIE T
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The' conclusion of the Ketenger 1oan paper was that the' financial and
economic justification for the p'oject depended upoh the rate, It
was concluded that if an average flat rate of approximately 2i¢ KWH
were applied, the project economics would provide an internal rate of
return on the project of about 12%. This was considered both reason-
able and justifiable in terms of the present Indonesian economic
situation,

Calculations of coast and cash requirements in the initial Ketenger loan
parer took into consideration the installation in 1979 of 25-30 MW of gas
turbine generation in Tjilatjap. Assuming an appropriate rate is

agreed to between PLN and Pertamina, the installation of 40 MW of gas
turbine power in 1975 does not significantly affect the cash' flow
requirements nor the conclusion that a 2§¢ KWH flat rate would both
provide adequate cash flow and a 12% economic return estimated for the
original project. In point of fact if the recommended 3.0¢ KWH rate

is applied as is expected, the financial return will clearly improve

and the internal rate of return will approach 14%.

VI. Implementation Plan.

Engineering design and supervision will be accomplished by amendment
to the exlsting contract with Chas. T. Main, engineering consultants
for the Ketenger Transmission and Distribution principal project. Site
preparation, civil work and transmission line comnstruction -:ill be
incorporated into the scope of work for the principle Ketenger T&D
construction contract. This reflects for both engineering and con-
struction the place of Tjilatjap generation as an integral element
in the whole Ketenger T&D project. It also records the urgency
involved in getting the Tjilatjap project underway with a minimum of
contracting or other delays. Implementation of the Tjilatjap generation
project will be completely phased with the schedule for the overall
Ketenger project and accordingly no delay will arise in completion of
the work under the principal project. Procurement' of all 'materials,
including' the two 20 MW gas turbines, will be on a competitive basis.
Installation will be carried out either by a supplier or a contractor
depending on' the award.

The project engineer will provide early preparation of specifications
and invitations for bids, analysis and procurement of essential
equipment and materials. He will also be responsible for detailed
overall station design, preparation of invitation for bids' for:'con-
struction, and supervision and enforcement of the construction contract
on behalf of PLN, The project engineer will also be responsible for
training of the station supervisory and operating team.
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The implementation schedule for Tjilatjap generator installation'is
~set forth below: ' :

- Loan Agreement Amendment Signed 15 July 1972
Conditions' Precedent to Initial

Financing Satisfied 30 October 1972
Letter of Credit Amended for

Engineering Services 15 'December 1972
Procurement/Installation

Letter of Credit Opened 15 June 1973
Ketenger T&D Construction

Contract' Letter of Credit Opened 31 March 1974
Turbine:c Installed 15 April_ 1975
Turbine Testing Completed 15 June 1975

VII. Covenants and Conditions' Precedent.

There is no change from the original Ketenger loan agreement in
conditions precedent and covenants except:

1. As separate conditions precedent to ipitial financing under
the amendment legal opinions of the”)inister o’/Justice of the GOI and
of the principal legal officer of Pi attestiﬁg to the validity and
legally binding character of the amendment will be required.

2. As a condition precedent to disbursement of the additional
loan funds' for other than engineering services, Beneficiary will submit
in form and substance satisfactory to A.I.D. a copy of a contract or
contracts between itself and the Indonesian State 0il and Natural Gas
Company , Perusahaan Pertambangan Minjak dan Gas Bumi Negara ("Pertamina'')
for the provision of electric power by Benericiary to the Pertamina oil
refinery to be constructed at TJjilatJap and' for' the provision of fuel
by Pertamina’ to Beneficiary at TJilatjap;

3. 'As an additional condition precedent to disbursement of the
additional loan funds for other than engineering services, Borrower
will submit evidence, in form and substance satisfactory to'A.I.D.,.of
reasonable progress in the proposed construction of the Pertamina oil

refinery;

I, 'As an additional covenant, abrogation' of the contract'bx’gopfl
tracts provided for under 2 above or failure toachieve'timely completion




of' construction of the Pertamina oil refinery without Jjustification
and in such manner as to make it improbable that the loan will sub-
stantially fulfill the purpose for which it has' been provided will
constitute additional events of default under- the-loan;

5. The loan shall be subject to such other terms and conditions

ag A.I.D. may deem advisable consistent with the terms and conditions
of the original Loan' Authorization signed June 15, 1971, as' amended.

VIII. Environmental Considerations

The addition of twoigas turbines at TJjiltjap to meet the
imnediate load of the Pertamina refinery is not expected to have a
significant deleterious environmental impact.

The power supply to the refinery will be supplied by the
gas turbines for 2 years and from the Semarang Steam Plant thereafter.

The environmental impact of the steam plant was fully addressed
in the review of the Semarang loan. The environmental impact of the
gas turbines' when operating as peak and standby power is expected to
be negligible. Operations as a base load plant will fhot' extend
beyond approximately two years. The units are expected to operate
on low sulfur oil which will be available at the proposed refinery.
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57 [Maket/L/72 ' Djakara, —APPil 21, = 1972

nzency for International Davelopment,
Americin Embassy, Djakarta,
Indonesia’

Dear iiss Ramey,

The Yovarnment of Indonesia rcquesis from the Uovernment of the
United States a loan of five million United States dollars
(Us$ 5.0 million) for the following purpose and subject to the
srcvisions hereinafter stated:

1. Purpose: "\lo finance the forcign exchange cost of imported
equipment, engineering and construction services required to
provide power generating capacity-at Tjilatjap, Central Java.
Specifically, through procurement and installation of two

.gas turbine generators the project will provide 30 M (2x15MW) ;

of generating capincity at site, This power will initially
constitute the principle 'source to supply the enerpgy demands
‘of the proposed 100.000 barrels per day Pertamina refinery to
'be: constructed at Tjilatjap. The estimated refinery load will
.be in the range of 13 i\ and 100million KWH per yeir.

it the outsct the two pas turbines to be financed by this loan
will meet both base load and reserve requirements to ensure
{relinbility of supply for the refinery. Installation of the
units will be coordinated to ecnsure power availability for
reflinery start-up and commencement of operations. After imi-
tinl operation of approximately one year, the refinery base
load will he mct by connection to the transmission grid being
constructed through AID Loan 497-H-02%.for::hhevietenger: System,'
with power supplied from thc Semarang Steam Station to be:cons=
structed through &ID Loan 497-H-24. Upon connection of: the
refinery load with the transmission grid, one or both ofithe
gas turbines will ccntinue as reserve: for the refinery and: for
the energy requimencnts expected from development of the
Tjilatjap Industrial Estate and city of Tjilatjap itself,

.2, Project : Just tions

"2 TR
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2. Project Justification: in essential element in the planned
rehabilitation and development of Indonesial!s electric power
soctor is recognition of the exclusive right of the Perusa-
haan Listrik Negara (PIN-Stote Electricity Authority) to
generate, transmit nnd distiribute electricity throughout the
country, and at a minimwa to license generation where it is
unable to provide the capacity itself. Previously, the lack
of capacity and reliability have been limiting factors on the
ability of PLN to establish its role as the authorized national
source of electric power, In view of shortage of capacity and
inadequate relinbility PLN has been unable to enforce its public
authority with the result there has taken place a continuous
growth of extensive captive generation capacity under control
of private and public industries. With rehabilitation and deve-
lopment of the electric poser sector, PLN now being carried out
through the Indonesian Government!'s Five Year Plan, PLN is
approaching the point where it can enforce its public prerogative
as sole national authority for generation, transmission and
distribution of electric power,

The proposed construction of the Pertamina rcefinery at’ 1311atjap
offers PLN a major opportunity to inlervene and begin to bring
under control the pgrowth of this captive generation. Pertamina ,
ia a mmajor Indonesian public industrial organization and accep-
tance by this company of the principle that electric power will

be supplicd by the national electric power authority marks a far
reaching step in recognition of PLN's public authority. Sy
The precedent established will have effect beyond reach of X
Persamina alone. 3

3. Cost Data: It is estimated that a total ofl USH 6.0 million
will be cxpended on the proposed projecis This coet is broken
down as follows: % 5.0 million from the loan proceeds to cover .
the cost of imported, U.S. or low income country. capital equip=-
ment and related enginecring and construction services.
hupiah in the estimited equivalent of US % 1,0 million will be
provided by the Government of Indonesiai to meet' local currency
expenditures in connection with the project. Detailed cost
estimate of the proposed project are being provided by the Chas
T. Main engineering firm, consultants to PLN.
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Such data are included herein by reference. Chas T. Main has
supplied preliminary cost data, and these have been reviewed and
concurred in by the Government of Indonesia.

Lo Availnbilitv of Credit from Other Sources: Other sources of
finance for this project are not available to the Yovernment of
Indonesin at present nor anticipited in the near future,

Funds aviilable from other donor countries have been allocated
or are planned to be allocated to other priority projects within
the afore mentioned Five Year Plan.

5. Validity of Financial Statements: As PIN is a government entity,
its financial statements have been audited by the State Auditor!'s
Office, whose audits reflect the financial conditions &nd opera-
ting results of PLN to the degree possible under current PLN
accounting practices. Furthermore, all relevant accounts and
records are available for examination and review by repreaentatlvos
of the U.S. Agency for International Development.

o
L)

We hope that this information will be useful and sufficient for you .
to proceed with the consideration of this loan appi:ication as ‘soon
as feasible. ‘ : ; 0 /

Thank you, ; ' e
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INah Vice Chairman :
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L AST.D. | Ioan) h97-n-025
Project No. l+97-22-220-213
AID-DLF/P-975

CAPITAL ASSISTANCE LOAN' AUTHORIZATION AMENDMENT

: Provided from: Development! Ioan Funds
(Indonesia: Ketenger Transmission and Distribution
Rehabilitation)

Pursuant to the authority vested in the Assistant Administrator;Bureau for
Asia,Agency for International Development: ("A.T.D.") by the Foreign
Assistance Act of 1961, as amended, and the delegations of
authority ilssued thercunder, [ hereby authorize pursuant to
Part I, Chapter 2, Title I, thc Development ILoan Fund, the
amendment of A.I.D. Ioan 497-H-025 to the Government of Indonesia
("Borrower"), for reloan to Perusahaan Listrik Negara (!'Beneficiary"),
as follows:
a. The amount of' the loan is increased by Six Million Two
[lundred Thousand Dollars (46,200,000) to a total amount not to
excead Twenty-Seven Million Two lhindred Thousand Dollars ($27,200,000);
b, The purposes ot the loan will inelude the tinancing of
forcipgn exchange costs fLor the procurement of the equlpment,
materials and services required to install two gas turbine
generators and subsidiary equipment and to construct related
facilities at‘TJilatJap, Ceuntral Java;
c. As a condition precedent to disbursement 6f the additional

loan funds authorized hereunder for other than engineering services,

RSO SRR
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Beneficiary will submit in form and substance satisfactory to A.I.D,
a copy of' a contract or contracts between itself and the Indoneéién
State 0il and Natural Gas Company, Perusahaan Pertambangan Minjak
dan Gas Bumi Negara ("Pertamina") for the provisioh of electric

power by Beneficiary to the Pertamina oil refiinery to be constructed

at Tjilatjap and for the provision of fuel by Pertamina' to Beneficiary

at Tjilatjap;

d. Aes“°n additional condition precedent to disbursement of
the additional loan funds authorized hereunder for other than
cngineering sorvices, Borrower will submit evidence, in form and
substance satistactory to A.T.D., of reasonable progress in the
proposed congtruction of' the Pertamina oill refinery;

e. ‘Abrogation of the contract or contracts provided for
under c¢ above or failurc to achicve timely completion of construction
of' the Pertamina oil refinery without justification and in such
manner as to make it improbable that the loan will substantially
fulfill the purposes for which it has been provided will constitute
additional events of default under the loan;

. Tho loan shall be subject to such other terms and conditions
as A.I.D. may deem advisable consistent with the terms and conditions
off the original Toan Authorization signed June 15, 1971, as amended

s\

herein.

Assistant 'Administrator foriAsia
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} G ! g Project No. i97-2é-220-213

CAPITAL ASSISTANCE LOAN AUTHORIZATION

i .'. : Provided Irom: Development Loan Funds 1 ??
: : (Indonesia:  Perusahaan Listrik Negara; g
e Xetenger Transmission and Distribution Rehabilitation) L

Purﬂuant to the authority vested in the Administrator of the Agency &
for Tnternctional Development (hereinafter culled "A.I.D.”) by the - @ |

‘o‘uign Assistance Act of 1961, as zmended, and the delegations of ' o

ancnority issucd! thereunder, I hereby authorize the establishment of '

a loun pursuant to Part I, Chapter 2, Title I, the Development Loan

rund, o the Government of' the Rupublic of Indonesia (hprelnaibe“ '
. calicd the “GOI") of not to exceed Twenty One Million Dollars:- = . /
AaTEl $21,0C0,000) to assist in financing the foreign exchange costs oi
il '~ cquipment, materials and services necegsary for the installation
H nd, rekabilitation of certain electricel transmission and distcribu-
tion facilivies of Perusahiaen Listrik Negara (hereinafter cslled
"Beneficicry") to and in'the Ketenger Electrical System in/Western
Cent r“l Java, and relatad technical assistonce and training, this
loan i< be subgect to the following terms and conditions:

l.  Interest Rate and Tayis of Reve;ment

B The lnterest on this loan shall be two percent (2%) per annum
SR - on the disbursed balance of the loan during the first tea (10) years of
Qe : the loen ond three percent (3%) per annumifor the remaining thirty (30)
years of the loan. The principal of the loan shall be repaid in full
R . within forty (U40) years from the date of the first disbursement under:
0 o . the lozn, and such repayment shall includs a grece period of not to

! i ‘exceed ten (10) years from the date of first disbursement.

2. Currency of Runavment

Provision shall be made for repayment of theiloan and
paynent o the interest in United States dollars.. .

Sl il 3. Other Terms ani Conditions: B it sl

IR a. Unless A.I.D. should otherwise.agree in writing, i o
ol equipment, materials, and, services financed under.this.loan shall ' . o
have their source:and origin in countries~under A.I.D. Geographic

' coa.e 9!+J. (Selected. Freal Inorld) Bea Wi sy s

:'t.

v
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b. %he GOI will lend the proceeds of this loan to the i 3ff
Beneficiary for the purposes herein provided oa terms and. conditions 8
saticfactory to A.I.D, ;

c. Unless A,I.D. agrees otherwise in writing, the GOT and =  °
the Beneficiary shall agree, either in the form of appropriate
conditions precedent or covenants, or both, thnt-

(1) The GOT. will make foreign exchange available to the
Beneficiary, in addition: to the proceeds: of this loan for the purchase
of third country equipment necessary for spare and replacement parts ,
for diesel genecrator and other esquipment maintenance. q 8

(2) Beneficiary will establish a reserve fund in
Indoncsian currency equivalent to the total Indonesian currency costs
of the project for the upcoming six months as estimated by the
consultant, said funds to be replenished to the appropriate level
quarterly, or more orten in the event actual Indonesian currency
expenditures exceed said esctimates, or such lesser amount '
as A.IL.D, shall agree to in writing, which ghall be used for the
.execution cf vhe project until the project is completed.

. ‘ (3). peneficiary shall institute reforms, besed on ;
reconmenéasions of a management consultant made in accordance with a
Project Asrzement btetween Beneficiary and the International Develop-

.

" d. The loan shall be. 0ubJecu to such other terms and

AN '.
KE n".

e \/Iaumce J’ W1lliams Acting Adm1n1strator i B
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; A.I.D, Loan No. WO7=H-02) -
; KETENGER TRANSMISSION AND DISTRIBUTION RFHABILITATION AMENDMENT
PROVIDING!FOR TJILATJAP INIERTIM GENERATION |

CERTIFICATION PURSUANT.TO SECTION GlLv(e) OF THE
FOREIGN ASSISTANCE'ACT OF 1961, AS AMENDED

I, Richard M. Cashin, the principal off'icer of the Agency for
International Development in Indonesia, having teken into’account
among;, other things:

Al

K.

F,

I'his; judgment is based on the facts thai:

The existence of'an IBRD project encompassing both large
amounts of management assistance to' the Central PLN
organization and a thorough reform of PLN's management,
operationg, rate structure, cte.;

the inclusion in existing AID capital assistance projects
of technical assistance to PLN plus covenants to implement
reforms derived from those carried out by Central PLN under
the IBRD project;

the inclusion in subject capital assistance project of
training for operation and maintenance;

the inclusion in subject capital assistance project of
provisions for project implementation and local currecncy
availability;

the constructive attituda of the Government of Indonesia,

as expressed in‘the acceptance of the proposed IBRD reform
program for! PLN and the steps taken to increase PLN!'s ' autonomy
of' operation and financial independencc- from budget support;

the positive and far-reaching steprwhich thisiproject
represents in Government of Indonesia recognition of the
role of PLN as sole and =2ffcctive national public authority
for generation, transmission, distribution and licensing of
electric power throughout Indonesia

‘ do hereby certify that in my judgment both! PLN and! the Government of
Indonesin will have the financial capability and the/ human' resources
capability to implement. mnintain and utilize eoffectively subject
capital assistance project..

T




| UNCLASSIFIED ,
"ANNEX U4, Page 2 of 2

1. The Government of' Indonesia and PLN Are teking or thave
promised to take the reform measures contained' in' the
agreements relating to IDA credit No,!165 IND andiwill A
“agree to the self-help objectives to be included in the : A
authorization for subject project.

{ 2. Adequate planning for projcct implementation and
sufficient support' for' timely project: execution will
be provided if the Government of Indonesia and PIN
comply with the program set forth in'the Capital
Assistance! Paper,

3. This project will be based upon a Government of Indonesia
encouraged firm agreement -' including details of power
reliability and rate for power provided -'between'the
Indonesian State 0il and Natural Gas Company (Pertamina)
and PLN to supply power to the proposed Pertamina oil
refinery at Tjllatjap.

. The Government of Indonesin has further demonstrated
its adherence to sound business and economic principles
by stabilizing the economy of Indonesia.

Richard M. 'Cashin
Director, USAID Indonesia
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AnIoDQ' Inan NOO u97‘H"025 =
KETENGER TRANSMISSION AND DISTRIBUTION REHABILITATION AMENDMENT
PROVIDING FOR TJILATJAP INTERIM GENERATION

COUNTRY  TEAM RECOMMENDATION

Subject loan amendment: will be of' substantial economic and social
{ benefit to Indonesia, will constitute an!important! portion of the
United States Assistance program in'Indonesia and will be consonant
| with the overall United States objcctives iniIndonesia. 'Therefore
the Country Team recommends approval. ~

[— . Za,cf,w\

Richard ‘M, Cashin
Director, USAID Indonesia

S 8 L MG

Frland H. Heginbo:',zt‘fm
Counselor for' Eco ic Affairs
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KETENGER SYSTEM FORECAST
(With Retfinery)
l 2 DESCRIPTION 1969 1971 1973 1974 1975 1876 1977 1981 1986 1991 1996
RESIDENTIAL -
§ Cestosers (1000) 33812 n. 35.0 7.8 9.8 8.0 87.5 .0 2.9 128.0 135.9
L [Costoner ™. 768. 8es. 8ss. 880. 920. 280, 1180. 1850, 1800, e,
Nillioas Kub 25.318 26.1 29.6 32.1 35.0 %0.5 .6 7.2 133.8 231.7
COBERCIAL A
Millioas Kb 2.819 3.0 3.9 .0 .8 5.0 .0 2.0 16.9 28.9 3.0
SOVERIVENT s.228 5.8 ..t 8.7 6.9 7.2 7.6 .0 i5.0 17.9 20.9
IDUSTRIAL %.939 5.1 13.5 18(+7) 25. 20(+60) 80. | w0(+70) 110. | 60(+70) 150. | 115(+75)130. | 180(75) 255. | 260(+75)335. | 370(+75) wes.
ST. & TAAFFIC LIGATS 1.353 1.8 2.0 2.0 2.2 2.5 2.8 .t 8.0 13.0 18.9
51 tora saies
"~ Millions L 39.753 (Y 55.% 69.8 -128.5 165:2 213.0 286.3 az1.8 2.7
.082 .1 o .2 3 3 . s .8 1.2
21.8 21.5 2.8 21.0 15.0 15.0 15.0 15.0 15.0 15.9 5.9
8.585 3.9 1.9 8.7 19.3 0.8 32.0 ¥.9 se.) ”.r
£T. PRODUCTION .
Millions Keh %8.800 50. 1 7.8 83.7 188.1 190.3 2u5.8 129.8 w23 718.6
ARSI e TR p T R Ay LAY
URS USE OF NET. PEAK 6205 6000 6000 6000 $700 5600 5300 5300 5300 $$) [
7.8 8.% 11.2 1%.0 © 26.0 3.0 4-60 62.1 23.9 133.9
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'STATUTORY CHECK LIST iz

{

See Statutory Check List as' Annex X to AID-DLC/P-975

, Capital Assistance Paper (CAP) for the Ketenger
J Transmission and Distribution*Rehabilitation I,oan

? (A.I.D. Loan No. '497-H-025).

See also updated references for Indonesian' Power Sector
in Statutory Check List, Anmnex AVI | to West Java

Transmission and Distribution CAP.
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