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SUMABY AND RECODMMATIONS 

A. BORROWER: 

1. The Borrower is the Government of Indonesia (GOI).
 

2. The Benefiicary is Perusahaan Listrik Negara (PLN), a wholly owned
 

Govrnment utility (Perim), which is entrusted with substantially all of the 
ml lic genration, transmission and distribution of electrical power in 
Indonesia. 

B. LOAN: 

1. Amount: Not more than U.S. $16.8 million. 

2. Terms: 

a. U. S. Government to GOI: This will be a 40-year loan to the
 

Government of Indonesia, with interest of 2 percent for the first 10 years 
durin- which no an:irLization payments will be required; thereafter 3 percent 
interest for 30 years, during which time the loan will be fully amortized in 
leve'l semi-tnnua.i installment, of principal and interesb, payable in U.AL. aollars. 

b. (1W to PLN: The second step terms from GOI to PLN will not now be 
snfecified. They will be determined after a three-year grace period based upon 

the recomael.l'Ltions of PLN's management consultants and the program adopted 
by the GOT ,ima P11,N for implemntation of those recommendations (see Section II A). 

C. TOTAl, COST 0 THE PROJECT: 

The totil, cost of the project is estimated to be equivalent to $22.2 
million of' which the A..D. financed foreign exchange costs are $16.8 million, 

third country foreign exchange costs are $900,000 and local currency costs 
a+re the equivalent of $4,500,000 (the latter two to be provided from the GOI 
National Development Budget).
 

D. DESCRIPTIOd OF THE PROJECT: 

The project provides for rehabilitation of the distribution systems of the 

principal load centers of the Tuntang Electric Power System in Central Java 

and for the provision of adequate generating capacity. Existing diesel and' 

hydro-electric generating facilities will be rehabilitated and additional 
capacity for minimum interim needs will be provided. A major component of the 
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project will be technical and management assistance and training to system
 
management and operating personnel in Central Java. Rehabilitation and
 

expansion of transmission lines and installation of major new generating
 
capacity arc deferred pending completion of a long-range planning study 

which is expected to begin by March 1, 1970. 

E. RJRPOSE OF LOAN: 

To finance the U. S. dollar costs of imported equipment, engineering and
 

construction services, and technical and management assistance.
 

F. BACKGROUND OF ACTIVITY: 

Rehailitation of the Electric Power Systems in Central Java is recommended 
in the October 1968 IERD Appraisal Report, "Current Economic Position and 
Prosiects of Indonesia," and is included in the current 5-year plan of the GOI. 

A reconnaisstnce study for this activity was conducted by two AID/W power engineers 
in early CY 1969, and a Feasibility Analysis was prepared in the last half of 

CY 1)69 by an electrical enrineer public utilities specialist, and two short
term specialist;. The present rehabilitation project will provide better and 
more reliable electric service to selected areas within the part of Indonesia 
having both the highest population density and one of the highest levels of 
industrialization. It will facilitate economic development of those areas and
 
will provide the essential service base upon which substantial system expansion
 
can be predicated. 

G. ALTERNATE FINANCING: 

This project is recommended as part of the U. S. oommitment under the 
Intergovernmental Group on Indonesia. Other donors are also working in the 
power sector in Indonesia: IBRD, Djakarta; Federal Republic of Germany,
 

Central Java; and the Government of Japan, East Java. ExIm Bank does not 
currently make loans or guarantees in excess of one year in Indonesia and
 
ExIm clearance for A.I.D. participation herein has been received.
 

H. ISSUES: None.
 

I. STATUTORY CRITERIA: 

This loan meets all statutory criteria. See Annex 11. 

J. MISSION AND EMBASSY VIEWt
 

USAID and the Country Team recommend that the loan be made. 
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K. RECOMMENDATIONS:
 

Authorization of a loan to the Government of Indonesia in an amount not
 
to exceed U. S. $16.8 million in accordance with the terms and conditions set
 
forth in the proposed authorization shown in Section IV. An outline of
 
conditions precedent and covenants 
is set forth in Section III C.
 

USAID CAPITAL ASSISTANCE COMMITTEE MEMBERS:
 

Loan Officer ........ 
Engineer. ........ 

.................. 
................... 

.Paul Wenger 
... Bruce Kent 

Economic ........ .................... .Edmund Auchter 
Controller.. ........ .................. ... Charles Martin 
PrOC'ram.... ........ 
Consultin Loan Officer 

.................... 
..... ............ 

.John 
.Howard 

McCarthy 
Helman 

D/C A ANCE CO14MITTEE MEMBERS: 

Loan Ofior and Chairman .... ........... .Howard Helman
 
EnLineer . ........ ................... ... Earl F. Clark
 
Attorney .................... 
 Stanley B. Kay
,7rocuremcri.. .. . . . .. ................... ... Robert Cahn
Desk Officer ...... ......... ......... Gerald Kamens 
Consulting Loan Officer ...... .......... .Norman Cohen
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I. THE PROJECT
 

A. Definition of the Project
 

The objective of the project is 
to improve the quality of
 
service to 
the principal load centers in the Tuntang electrical
 
system in Central Java in order to 
(a) permit substantial growth in
 
electric power consumption; (b) demonstrate potential demand in
 
these centers as a model for future expansion; and (c) encourage

confidence in purchased electric power thereby stimulating industrial
 
and commercial consumption.
 

The project will consist of rehabilitation of the distribution
 
systems for Semarang, Jogjakarta, Solo, and Magelang, rehabilitation
 
of existing hydroelectric and diesel generating units, and provision

of additional interim generating capacity at Semarang and Jogjakarta.

Rehabilitation of transmission lines has not been included in the
 
project and will await a planning study to begin about March 1, 1970.
 
Substantial technical and management assistance to the regional PLN

organization in Central Java will be provided to improve its capability

to maintain, operate, and manage the system. 
 The management assistance
 
will complement management assistance for reform of the overall public

electric power sector which is being financed under an IDA loan.
 

B. Background of the Project 

"In the period 1953-57, the three Dutch-owned electric utility

companies supplying power in Indonesia were nationalized by the Indo
nesian Government. The transfer was not amicable, records were destroyed

and there was no transition period during which the new Indonesian manage
ment could have been trained by its predecessors. During subsequent
 
years the decline in the efficiency of the utilities was marked by in
adequate expansion and poor operating conditions. In 1961, the three
 
nationalized utilities were consolidated into a single entity, the
 
predecessor of PLN responsible for all public electric utility facilities
 
in the country. In 1965, when PLN was organized in its present form, it
 
was relieved of the responsibility for major power station construction,

which is at present carried out under other arrangements, under the
 
authority of the Minister of Public Works and Power. 
Moreover, given

the uncertainties as to fund availabilities, planning, which is 
carried
 
out both by oyfices within the Ministry and PLN itself, has at best been
 
haphazard."
 

Operation of the system has been hampered by the chaotic economic
 
conditions, severe inflation and inadequate funds. 
 Peak demand has remained

almost constant, being controlled by PLN's inability to provide further
 

I/ IBRD (IDA) Appraisal of the Electricity Distribution Project, Djakarta

of Perusuhan Listrik Negara Indonesia (Report No. PU-18a, Oct. 8, 1969
 
P.3)
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service, prejudicial rates to industrial and commercial users,
 
restrictions against industrial use during peak periods, and un

reasonable uinnection fees. Annual consumption of electricity is
 

about 15 KWH per person, one of the lowest in the world (See Annex 6A)
 
0 

Rehabilitation of the electric power systems in Central Java is
 
recommended in the October 1968 IBRD Appraisal Report "Current Economic
 
Position and Prospects in Indonesia," and is included as an item of
 
highest priority in the GOI's current Five-Year Development Plan
 

(1969/70 - 1973/74). We fully agree with the IBRD recommendations
 
and the priority assigned to the project by the GOI.
 

A reconnaissance survey for Central Java power system rehabilita
tion and expansion was conducted by two A.I.D./W electrical engineers
 
in February and March 1569. This survey recommended the proposed program.
 

In April 1969, USAID was requested by the GOI to finance a
 
feasibility study to (a) rehabilitate the distribution systems of
 
Semarang, Jogjakarta, and Solo, (b) rehabilitate the existing generating
 
units, and (c) provide short-term future needs fornew generating capacity.
 
It also requested preparation of a long-range plan for integrated overall
 
development of generation, transmission and distribution of electric
 
power in Central Java. Rehabilitation of the distribution system in the
 
city of Magelang was later added to the project at PLN's request.
 

A feasibility analysis for this activity was prepared in the
 

latter half of 1969. That analysis includes the detailed planning and
 
technical justification for the overall scope of the project and provides
 
the information required to support favorable findings in accordance with
 
Section 611 of the Foreign Assistance Act.
 

C. Program Justification
 

1. A Program for Electric Power Development In Indonesia
 

The proposed project is the first step in a broad program for
 

electric power development in Central Java. The presently conceived
 
elements of the program are:
 

a) the proposed project;
 

b) a long-range planning study for a full expansion program 

up to hO times present system capacity; 

c) rehabilitation of the transmission lines of the Tuntang
 

system; and
 

d) near-term major overall power expansion projects.
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2. Place of the Project in the Iiqonesian Development Program 

"In common with other Sectors, upreep of electric power 
facilities and their development have lagged during the long period of
 
political and economic difficulties in Indonesia and in general power
 
supply is now inadequate or worse. Improvement and expansion of electric
 
power services therefore rank high among the priorities for economic
 
action in Indonesia in the next few years and the urgent need for a
 
number of investments in the power sector has been established. In this
 
respect, the Government, as a part of its first Five-Year Plan submitted
 
to Parliament in 1969, has prepared a plan of expansion of publicly
 
owned electric facilities for the period 1969-1973. Pun investmeit of
 
about U.S. $260 million equivalent, of which 72% is foreign exchange,
 
is involved, its implementation depending primarily on the de ree of
 
multilateral and bilateral assistanceprovided to the sector."4 This
 
project is included in the Plan.
 

Rehabilitation of the economic infrastructure is one of the
 
three priority fields in the Five-Year Plan and rehabilitation of trans
mission and distribution networks is given first place among the power
 
projects to be considered for implementation.
 

Although institutional improvements and revision of the
 
electric power tariff structure are given lesser priority in the Plan,
 
these are being emphasized in this project, as in the IBRD Power Re
habilitation project in Djakarta, because of the importance of good

managem.3at and operating practices to realization of the goals of the
 
Five-Year Plan. Local currency and third country foreign exchange

requirements for the project will be progranmied in the Indonesian
 
Development Budget.
 

3. Place of the Project in the U.S. Objectives for Assistance
 
in Indonesia.
 

The objectives of our aid policy are to assist Indonesia in
 
preserving the economic stability achieved in the post-Sukarno years and
 
in developing a sound infrastructure and base for economic growth and
 
development. 
Wherever possible we want to provide aid which will strengthen
 
the Indonesian private sector and widen the opportunities for its growth

within the framework of the Five-Year Plan. We seek to accomplish these
 
objectives through multilateral assistance through the framework of the
 
Inter-Governmental Group on Indonesia (I.G.G.I.).
 

This project is part of a multi-donor effort to revitalize the
 
badly rundown and inadequate power systems in Indonesia. Initial plans to
 
finance system rehabilitation are being made by IBRD (IDA) in Djakarta, the
 
Federal Republic of Germany (FRG) and A.I.D. in Central Java, the Japanese
 
in East Java, and A.I.D. in Medan, Sumatra.
 

2/ IBRD, Id, P.i
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The project is strongly supported by the Country Team, and

the certification by the USAID Director of the country's performance on
 
previous loans and capacity to implement this loan appears in Annex 10.
 

I. 
 Current Status of the Indonesian Economy
 

The general 
economic condition of Indonesia has continued to

develop favorably in 1968 and 1969. 
During 1969 the rise in the consumer
 
price index in Djakarta was less than 10% compared to an increase of 80%

during the preceedirg 12 months. There was a sharp rise in real Govern
ment revenues, a fact which together with the stability of the rupiah's
external value reflected continued and increased public confidence in the
 
currency. 
 Early in January 1970, prices in Djakarta rose sharply following

an increase in the price of petroleum products, but gradually declined later
 
in the month. 

a. Domestic Factors
 

The decline in the rate of inflation was largely due
 
to the successful implementation of a balanced routine budget, 
a cautious
 
monetary policy, the availability of substantial amounts of foreign

assistance and the continued increase in agricultural production. The

sharp curtailnmnt of thek former inflationary momentum has led to some

sluggishness in the economy, reflected in the low demand 
 for imports anddomestic credits, and steps are being taken by the Indonesian government
 
a a its :Ionetary authorities to increase economic activity through 
en
courage::'mL of new investment and its careful guidance to economically
im)orta t Lreas. The growth of the economy continues to be handicapped
by the -1--ieraiiy poor condition of' indonesia's existing infrastructure,

problem.s of' transportation and communication, and the underdeveloped

finance markets. To correct this, work within the framework of
Indonesia's Five-Year f£evelopment Plan, (REPELITA - an acronym from the 
initial letters of the Plan's title), of which theproject to be financed
 
by this loan is a nart, cor. inues. 

b. Balance of Payments
 

Indonesia's balance of payments continued to improve in
1969. Total exports have increased considerably and Indonesia's net 
foreign exchange position was more favorable than in previous years.
The BE exchange rate (applicable to the import of more essential goods
and services) has remained stable at 326 Rupiah:U.S.$1 for over one year,

and the DP exchange rate (applicable to transactions and services and'
 
less essential but permitted commodity imports) has hovered around
 
385 Rupiah:U.S.$l since January 1969.
 

There was a substantial increase in external debt due
 
to large multi-donor assistance and a modest excess of imports 
over
 
exports. These results were anticipated for a country receiving major

development assistance, and starting from a low economic base.
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Among Indonesia's exports, oil and timber have shown the
 

greatest rate of increase and promise to grow most rapidly in the near
 
future. The sharp change in foreign investment policy begun in 1966
 
continues to attract increased amounts of foreign private investment.
 

BALANCE OF PAYTIENTS (Millions of U.S. Dollars)
 

19671/ 19681/ 1969-/ 1970L! 
Revised Projection Projection
 

Est.
 

Exports (FOB) 
Non Oil 526 569 622 676 
Net Oi1 4/  69 78 100 139 

Net Private Capital & Credit3/ 100 65 64 63 
Total Sources 695 712 786 878 

Total Uses 977 990 lll4 1358
 

Non Oil Imports 737 751 886 1059
 
Non Oil Services (net) 156 160 183 215
 
Debt Servicing 54 75 531/ 84
 

-
Errors & umissions 30 48: -


Foreign Exchange Gap 282 278 328 480
 
Official Transfers 264 266 351
 
Monetary Movements 18 12 - 23
 

1/ Based on IMF and IBRD estimates
 
2/ GOI projection for 1970/71
 
3/ Excluding Oil,.but including repatriation
 
4/ Based on data for first 6 months
 

c. Self-Help
 

The IBRD and the IMF have been responsible for working with
 
the Government of Indonesia on more general economic policies, and in turn
 
these agencies have reported on the course of these to the other members
 
of the IGGI. The most r'ecent reports of the IMF and the IBRD to the'IGGI
 
countries are testimony to Indonesia's continued satisfactory performance
 
in meeting such self-help conditions. There is a much larger and more
 
systematically prepared program of public investment for the next year;
 
there has been and will continue to be marked increase in Government
 
revenues, largely through improvements in tax collections, and there was
 
a surplus in the routine budget for the Fiscal Year 1969/70.
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On this b:tsis, 
we conclude that economic conditions and
 
the current economic performance of the Indonesian Government warrant
 
proceeding with this loan. 
 Further data on economic conditions in Central
 
Java appear in Annex 8 A.
 



- 10 -

II. PROJECT EVALUATION
 

A. 	Borrower and Beneficiary
 

The Borrower will be the Government of Indonesia (GOI). The
 
Beneficiary is Perusahan Listrik Negara (PLN). 
 PLN is a Perum, which is
 
a wholly Government owned corporation, generally one performing public

utility services. 
PLN is under the control of the Directorate General
 
of Power and Electricity which is part of the Ministry of Public Works
 
and 	Po r.
 

1. 	Organization
 

PLN 	is governed by the laws relating to Government agencies
 
or enterprises in general and by a 1965 Government decree which establishes
 
PLN and defines the scope of its operations. PLN has a Board of five
 
Directors consisting of the President and the heads of the four main
 
deparLmt:iiL; Personnel, Operations, Financial, and Construction. De facto 
control of operations rests with the Ministry of Public Works and Power 
to whom the Board of Directors are responsible. The PLN central organi
zation controls planning and allocation of funds for its 14 operating
regions. Organizational charts of the public power sector and of the 
Board of Directors and management staff are shown in Annex 4 A. 

2. 	Scope of Responsibilities and Operations
 

PLN is responsible for all public utility electric power

service throughout Indonesia. 3/ PLN operates power systems on the island
 
of Java and in Medan and Palembang, Sumatra and Makassar, Celebes, axid has

the potential of becoming a large utility. 
 It also operates many small
 
isolated systems throughout Indonesia. P-N's inability to meet the require
ments for electric power in the main population centers of Indonesia has

given rise to substantial captive (self-owned) generating capacity in the
 
hands of industrial and commercial enterprises. As of mid 1968, publicly

owned and installed generating capacity in Indonesia was 651 MW (including

Djatiluhur) and captive generation was estimated to be about 200 MW.
 

3. 	Management and Operating Practices
 

a. 	General Practices
 

Management practices of the PLN Central organization

manifest weakness in several important respects:
 

3/ 	An exception to this is the Djatiluhur hydro-electric authority, which
 
is operated by a separate authority, but sells its power to PLN
 
exclusively.
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1) as indicated, the central management is not autonomous;
 

2) purchasing and contracting are oatside the control
 

of PLN management with the isult that expenditures may not be responsive
 

to priority needs. Assumption of these functions by higher authority
 

within the Ministry ha!; led to deterioration of the planning function
 

within PLN. (Th'.re have been problems associated with importation by
 

PLN of commodities finLnced under A.I.D. commodity import assistance. 

PLN has been declared an ineligible purchaser as have other budget sup

ported agencies encountering similar problems. The problems will not 
affect procurement for this loan.); 

3) the focus of decision making in the Djakarta office 

prevents timely action by those most familiar with operating problems, 

particularly with regard to allocation of necessary financial resources; 

4) operating and maintenance procedures are inadequate 
for all systems; 

5) accounting, billing and collection procedures are
 

inadequate, records are kept but records man-pement and coordination of
 

information is lacking, centralized pianning is not based upon data
 

available from records within Lhddistricts; 

6) there are too many employees and salaries are grossly 

inadequate, efficiency i5 hampered, aid few persons are adequately trained 

or experienced in tasks they are called upon to perform; and 

7) planning for system operation, capital investment, 

and allocation of fauds are accomplished on an ad hoc basis. Major 

systems often suffer from shortages of needed operating funds. 

4. Self-Help Measures and Institutional Reforms
 

Project assistance directed to almost any important public
 

sector in Indonesia will encounter similar institutional problems to those
 

outlined above. PLN operations, like those of other public corporations,
 

reflect often ingenious and astonishing means for continuing operation
 

under the difficult and spasmodic conditions of the past decade. Reform
 

of management and operating practices of the overall PLN institution is
 
needed (1) to introduce sound utility practices and (2) to influence
 

thinking away from the shorter term least cash outlay philosophy which now pre

vails to planning and preparing for rapidly expanding and improved service.
 

These reforms can only be accomplished gradually and over a reasonably
 
long term.
 

Principal among the reforms are: (1) establishment of de facto
 

autonomous operation; (2) revaluation of assets and development of a
 

revised financial structure; (3) establishment of tariff schedules which
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will eliminate unreasonable subsidies and provide funds sufficient to
 

(a) meet all operating expenses and (b) adequately compensate investment
 

in facilities and provide a reasonable level of internal cash generation
 
for future system expansion; (4) improvement in staffing pattern, salary
 

scales, and standards for employment; (5) improvement in operating and
 
maintenance practices; and (6)adoption and continuing use of suitable
 
system standards. Accomplishment of these reforms have been included as
 

self-help objectives in Section 5.2(a) of the A.I.D. draft Loan Agreement.
 

a. Method for Accomplishment of Reform of the Overall PLN
 
Organization
 

The format for accomplishment of reforms for the electric
 

power sector will be (1) the provision of management consultants who will
 
have broad flexibility to decide what standards should be applied to their
 
task and to make recommendations for the needed institutional reforms;
 
(2) review of the recommendations by the GOI and PLN and by IDA, A.I.D.,
 
and possibly other donors, and adoption by the GOI and PLN of a program
 
for accomplishment of the reforms; and (3) implementation of the reforms
 
by PLN with external assistance.
 

Under Article II of the IDA Project Agreement for the
 
Djakarta power distribution system rehabilitation, PLN agrees to employ
 

management consultants financed under the loan. The proposed IDA draft
 
scope of work for the consultants is 'Annex 2C. The
 

provision of the IDA agreements relating to self-help measures, and a
 

comparison of those provisions with the self-help objectives of the 

A.I.D. draft Loan Agreement, appear in Annex 13.
 

h consultants will make recommendations in such areas
 

as governing laws, asset revaluation, tariff schedule revision, employ

ment practices, and. operating procedurjs. Legal reforms are to be
 
accomplished within 12 months of the effective date of the agreement,
 
revaluation of assets within 20 months, and tariff schedule revision
 
within 32 months.
 

We will work closely with the IBRD Resident Mission
 
and with the management consultants on a current and continuing basis
 

toward evolving and implementing the program of institutional reforms.
 

Toward accomplishment of this task, we have included in the Loan Agreement2
 
commitments by the GOT and PLN to accomplish the obligations 

"as prescribed in Article II of the Project Agreement with the
 
International Development Association within the time limits
 
prescribed in said Project Agreement. In carrying out the
 

recommendations of the management consultants under Section 2.02(b)
 
of the Project Agreement with the International Development
 

X 



Association, the purl, I hereto ugrroe on the Following ofn:rua 
objectives that hou ld gover Ben, Fi ciary' orfani zA. i,'di,2 t,rer!
ture, authority aid operati ons :1nd further a;gre(: thtI hernF':H Mary'sJ 
progran to implement the rcr',mflndJatiOris of th,. maro,' ,:entr t con
'gultuts u2 r.quirei by Sention O'. h(b)of that :Ilr,.mn,. :;hn ir: 
in accordaoc with the objectives hfVereafter set forth :.rJ shall be 
subject to prior apNroyal of A.I.D.: 

H) A reviud s:chodule of electricity tariffs and ,:h:r,'
fixed at suvh l .vls ,s hould prov: : Beneficiary witn rvwnu, 
sufficient (a) cv:r Uts operating u jncwudki1.o 0.l1 expn.ses, 
administration and overhead expenses, maintenance, C(:pre,:i atiori 
and taxes, and interest on, and to the extent it excenis dpre
ciation, amortization of debt, and () to provid: a reson.L 0 r,:1 urn 
on its ssets anq to finonce a reasonable portion of its c..ita
 
expendi tures;
 

(ii) A revaluation of Bennfieiary's fixed assets in
 
accordance with sound public utility practice;
 

(iii) Full aj excluive rn:sonsi,. ity vested in
 
Benefi.ciary for th- public electric 1ower sector of the
 
Borow.j r, i ncludin, larn-inq, IrX-curt:ment, con:-truct-orn,
 
opera tion, maintenance, and ownrship of a I facilities therein; 

(iv) 1m.anaiemr-nt orFaniz;ti r: and e.-mloymr.ent practices, 
inc ilinC sta fina pterns , salary structure, and emprloyee

qualifications, in accorda ce with sound 
 public utility Practice; 

(v) Operatin" practices, including records, acountinF 
sytem, billing ond collection procedures, fin-anciaiia.-n' 
and administr tihn, insura.ce, repair and maintenance -,rocelurez,
and r)rocedures for s/stems orerations, all in ac ordance wit
sound public utility rractice; 

(vi) Appropriate standards for the electric rower systen, 
including those for equipment, materials, construction, and 
operation and maintenance, in accordance with scand * t', 
practice.''
 

b. Accomplishment of Self-Heln leasures for ILK Feg±:o X 

Technicil and manwement assistance =! 7-rininE fsr 
PLN Ret.ion X will have two principal objectives (I) to imrlemen, as 
rapidly as foas;ible within Region X the reccrmmendntlons Cf ite OK 
management consultants as adopted by the PLN central crga:za-.n; 

8EST AVAILABLE COpy 

http:insura.ce


- 14 

and (2) to provide on-the-job training to Region X 
personnel in
 

Training

management and operation of the systems in Central Java. 


will be provided both by the project engineer where 
consistent with
 
The general


his responsibilities and by the general consultant. 


consultant will provide general engineering consulting 
services to
 

PLN Region X for an extended period and will 
be the focal point for
 

all Region X training and institutional development
coordination of 

He will also be responsible for coordination 
with the
 

activities. 

The scopes of their responsibilities
IBRD management consultants. 

are defined in Annex 2 B. 

The general consultant will provide personnel who
 

generating plant and
 have performed system operating tasks such as 


electric system maintenance, accounting, load 
dispatching, system
 

to work with PLN Region X personnel on a continuing
operations, etc., 

and build their confidence in good

basis to develop their skills 


operating practices. This will be supplemented by participant
 

training of PLN Region X personnel in performing 
similar tasks for
 

utility systems in the U. S. or third country. (See Annex 2 B)
 

5. Evaluation of PLN Capability to Implement the 
Project
 

will budget for and
For this project, PLN and the GOI 

costs
fund to meet on a continuing basis the 
will 1,rovide a reserve 
 The
 
of project implementation and operating expenses 

for Region X. 


GOI ha:- agreed to budget for payment to PLN of uncollected billings 
PLN will eliminate unreafrom budget supported State enterprises. 


sonable connection fees for new service and will undertake to promote
 

expand existing consumption. Most impor
new customer usage and to 


tantly, PLN enthusiastically accepts the need for 
technical assistance
 

and training for Region X personnel and has agreed 
to the need to care

fully plan for provision and utilization of Region 
X counterpart
 

personnel.
 

Construction of the rehabilitated plant will be 
accomplished
 

under supervision of responsible U. S. contractors.
 

It is our conclusion that PLN has the capability (i) to
 

develop its own technical and management practices 
within Region X to.
 

the extent required to satisfactorily operate the 
rehabilitated system
 

and (2) to improve operating and maintenance practices 
so that the
 

objectives of the project will be accomplished.
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LB. Technical Analysis
 

1. Scope of the Project
 

The project provides for rehabilitation of portions of
 
the Tuntang Electric Power system including:
 

a) the complete rehabilitation of the electric power distribution
 
systems in the cities of Semarang, Jogjakarta, Solo, and Magelang, including

construction of a new overhead 20KV distribution systems and redesign of the
 
existing service system;
 

b) the rehabilitation of existing hydroelectric and diesel
 
generating units;
 

c) the provision of additional generating capacity at Semarang

(15 MW gas turbine unit) and Jogjakarta (three 2 MW diesel generators);
 

d) the provision of tools and service equipment for system

operation and maintenance and of communications equipment; and
 

e) technical and management assistance (including participant

training in the U.S. and in third countries) to PLN personnel in Central Java
 
(Region X) throughout the rehabilitation period to develop sound management,
 
operating arid maintenance practices.
 

2. 	Cost of the Project ($000 Equivalent)
 
THIRD LOCAL
 

U.S. COUNTRY CURRENCY TOTAL
 

Rehabilitation of Distribution Systems 
 6679 2550 9229
 
Rehabilitation of Existing Generators 
 315 870 
 45 1230
 
Additional Generating Capacity 
 4315 
 863 5178
 
Tools, Service Equipment, Communications
 

Equipment 
 350 
 25 375
 
Project Engineering Services 
 1705 
 305 2010
 
General Consulting Services* 
 824 
 824
 
Sub-Total 
 14188 870 3788 18846
 

Contingencies 
 1415 
 380 1795
 
Price Escalation 
 1192 	 332 1524
 

TOTAL 
 16795 870 
 4500 22165
 

Participant training 35
 
Library 8
 
General Consultant 781
 

82T
 
3. The Tuntang System
 

A schematic layout of the Tuntang System, superimposed on a map

of the eastern portion of Central Java, is shown in Figure 1. 
The system
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was originally built by the Dutch prior to World War II, and many existing 

system components are more than 30 years old. Transmission is effected
 
at 30 KV, and distribution at 6 Ky (mainly by underground cable). Service
 
lines are overhead at a nominal 127 volts. Frequency is 50 cycles. Details
 
of the system layout, loads and capabilities are found in Annex 5 A.
 

a. Generation:
 

Generating capabilities within the Tuntang System and
 
those to be added by this project are summarized as follows:
 

CAPACITIES IN MEGAWATTS
 
Hydro Electric Diesel Gas Total
 
Timo Djelok Gen. Turbine Capacity
 

Existing Nameplate Capacity 12.0 20.5 10.2 14.4 57.1
 
Theoretically Realizable Cap. 8.0 15.4 10.2 14.4 48.0
 
Actually Realizable Now 8.0 13.0 5.6 14.4 41.0
 
Capacity When Rehabilitated 8.0 15.0 9.2 14.4 46.6
 
Added Generation, this project 6.0 15.0 21.0
 
Capacity at Compl. of this project 8.0 15.0 15.2 29.4 67.6
 

During 1968, generation was about 182 million KWH and peak
 
demand was 30.2 MW. (The load factor was 68 percent.) Over 80%51 of current
 
KIiI ;jroe 'ation (dependi..j on water availability) comes from the Djelok and
 
Timo hydro-electric stations. Rehabilitation, principally cleaning and
 
roair of tunnels and aqueduct , is expected to increase realizable peak
 
capacity for these units by 2.0 MW to 23 MW. doption of an improved rule
 
curve for water flow from Rawa Pening Lake, will substantially increase the
 
number of KWH generated by these unitsi
 

There are eleven diesel generators in the system. Their
 
rehabilitation is expected to increase capability by 3.6 MW to 9.2 MW. All
 
of the diesel units are of non-U.S. manufacture, and will require the procure
ment of repair parts and spares by the Government of Indonesia with foreign
 
exchange funds other than those to be provided under the A.I.D. loan. Three
fourths of this expense will be for a two-year stock of spare parts. It is
 
contemplated that the A.I.D. loan funds will be used for the corollary
 
procurement of parts, materials and equipment of U.S. manufacture required
 
for the repair or replacement of auxiliary equipment in the various diesel
 
plants, and the project estimate so provides.
 

Three new 2.0 MW units are planned for the existing power
 
plant site in Jogjakarta. Realizable capability will be increased to 9.6 MW.
 
Additional fuel storage capacity will also be provided.
 

5/93% in 1968
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There is a 14.4 MW gas turbine unit at Semarang. It is
 
of West German manufacture and was installed in 1968, but it has not been
 
efficiently utilized. 
Fuel price adjustments after installation have made
 
it uneconomical to operate on 
high speed diesel oil (HSD). Included in
 
the project are improvement of auxiliary plant equipment, instrumentation,

and fuel cleaning, handling and storage facilities including provision of new
 
facilities and conversation of the existing unit to consumption of industrial
 
diesel oil (IDO).
 

A new 15 MW gas turbine unit, consuming IDO fuel, will also
 
be provided at the Semarang site. 
 The unit will assure firm capacity to the
 
largest load center in the system.
 

b. Transmission Lines
 

Transmission lines 
are single or double circuit 30 KV.
 
Transmission distances are considerable and losses are in excess of 9% of
 
total energy generated, with voltagc drops in transmission of as much as
 
17%. 
 There is both a need for higher transmission voltage and for improved

operating techniques to control heavy flows of reactive KVA.
 

Transmission line rehabilitation is not included in the
 
project. We are awaiting the results of the long range planning study to
 
begin about March 1. 
Funds are included for repair of structures to assure
 
continuity of service and for lightning protection to substations. It has
 
been determined that with the additional generating capacity to be installed
 
at Semarang arid Jogjakarta, emergency service can be maintained during

periods when a transmission line from one of the major power 
sources is
 
non-operative, and that for normal contingencies, such as 
temporary loss
 
of a major generating unit, it is probable that all major load centers can
 
be reasonably served. 
 This standard of service is consistent with the
 
objectives of the project, and will encourage increased industrial and
 
commercial utilization of electric power.
 

c. Distribution Systems
 

Distribution is effected at a nominal 6 KV, mainly by

underground cable. 
 Many cable runs are old and failures are frequent. Since
 
the thermal and operational limits of the cables 
are uncertain, the system

is rarely operated at voltages higher than 5.5 KV. 
Three-phase distribution
 
transformers, each serving a large area, are used. 
The distribution trans
former capacities are generally large enough, but the available power cannot
 
be reasonably distributed in view of the relatively low load density which
 
prevails and the service distances involved. Service lines extend for
 
inordinate distances from transformers and often overlap. Service is at

intolerably low voltage. 
Losses in distribution in 1968 amounted to 22% of total
 
KWH generated.
 

(_N has concurred with the Consultant's recommendation to
 
eliminate the 6V underground distribution system and to replace this with
 
a 20KV overhead system using a much larger number of smaller transformer
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units which will be pole mounted.ljService lines will be short to reduce
 
losses and to provide better service voltageO A nominal 220 voltage

service is contemplated, although a final decision on this point can be
 
deferred to the start of the design phase. 
 Single phase service will be
 
used generally with three-phase service provided where required. Using

20 KV distribution systems, only one major transmission step-down trans
former substation will be ruquired initially for each one of the four
 
major cities. 
 The existing principal substation at Djatingaleh, on the
 
outskirts of Semarang will be eliminated.
 

The Feasibility Analysis assumed that considerable portions

of the existing copper service conductors could be continued in service in
 
the rehabilitated system. 
 Considering the age and lack of information on
 
material specifications and usage history, we have questioned the desirability

of such practice. We have concluded, with the concurrence of the consultant,

who prepared the feasibility aialysis, that it cannot be determined without
 
further study and testing appropriate for the detailed design for the project,

wheoer a substantial portion of this wire may be utilized. 
Therefore, it is
 
desirable to 
include in the plan for financing funds sufficient to replace

existing service wire with new conductor. Lhe Project Engineer will determine
 
whether and to what extent existing service wire can be utilized
 

LIost residential customers have their service regulated by

currnt limiters. 
 With improved service and a revised schedule, many
 
customers will wish to convert to metered service. 
The consultant has

estimated, and we concur, that meter installations for about 25% of existing

limiter consmers will probably occur during rehabilitation period. Funds
 
have beeniprovided for this purposeD.
 

\a1L-w substation transformers will be needed to step-down

voltage from transmission lines (now 30 KV) to the 'stribution voltage

(now 6 KV but being changed to 20 KV). It 
is anti( rated that the existing

transmission voltage will be increased to at least 70 KV or higher. 
These
 
are long-lead items and must be procured early to avoid delay. 
 It is not
 
possible at this time to identify future high voltage requirements for
 
these units. However, a recommendation will be made in the long-range

planning study, and fina 
 procurement specifications must await a firm
 
decision to begin transmission line rehabilitation (now proposed by the
 
Federal Republic of Germany). The long-range planning study is expected

to begin before March 1, 1970, and the recommendations for transmission
 
line rehabilitation will be available by August 1, 1970, well in advance of the
 
estimated time for purchasing the main transformer units. Meanwhile, we have
 
based cost estimates upon provision of 70/30/20 KV, 3 winding transformers,

which should provide sufficient funds to meet foreseeable contingencies.
 

d. Tools and Service Equipment
 

Adequate service and maintenance capability must be established
 
for PLN Region X. This will be accomplished through training (see Sec. III B),

and will be supported by provision of adequate toos, instruments, and service
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line trucks for emergency crews. A line service truck, fully equipped,
 
is planned for each of the three major cities (Semarang, Solo, and
 
Jogjakarta); a smaller unit is believed adequate for Magelang.
 

e. 	Communications Equipment
 

An interconnected and reliable system of rapid communication
 
is needed. The system should encompass the central dispatching office, all
 
power stations, and all principal transmission substations. Cost estimates
 
for a microwave system have been included in this project, but the type of
 
communication system will be set in the final design.
 

f. 	Other Items
 
The Participant Training Program discussed in Section II.A
 

(see Attachment III to Annex 2.B) and a small technical library are also
 
included under the loan.
 

4. 	Special Considerations
 

a. Purchase of Parts of Eastern European Source (Czechoslovakia)
 

for Generator Rehabilitation.
 

Two diesel generating units located at Kudus and four hydro
 
electric units at Timo were purchased from Czechoslovakia. Repair parts
 
for the diesel units are estimated to cost $1,122 and spare parts $70,935.
 
Repair parts for the Timo hydro plant will consist mainly of auxiliary and
 
lightning protection equipment associated with the station's switch yard and
 
operations, and are expected to cost in the range of $30-40,000. All of these
 
items will be financed with GOI foreign exchange.
 

The Ambassador and Mission Director have concluded that there
 
is not commingling of these small purchases as defined in Section 620(h) of
 
the Foreign Assistance Act and M.O. 1018.9. We concur in their conclusion.
 
(See Annex 9).
 

b. 	Fuel Purchase
 

All fuel oil for diesel generators and gas turbines must be
 
purchased by PLN from P.N. Pertamina, a State-owned but not budget-supported
 
enterprise. Pertamina sets prices (and levies charges) on fuel oils of
 
different grade.
 

It is desirable that there be reasonable assurance regarding
 

fuel prices before a decision is made on generator design. This problem is
 
common to each donor's rehabilitation project and is really part of a broader
 
problem resulting from Pertamina's control over prices and distribution of
 
fuels. We have discussed the subject with the IBRD resident mission in
 
Djakarta, and they have agreed that the matter should be pursued through
 
direct negotiations between the PLN central organization and Pertamina. In
 
addition, the IBRD resident mission expressed belief that Pertamina might
 
welcome a defined arrangement, because a reasonably long-term firm estimate
 
of requirements would facilitate their planning for movement of fuel oil to
 
PLN sites.
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USAID will work closely with the IBRD resident mission and
 
BAPPENAS in pursuing negotiations between PLN and Pertamina. However, the
 
agreement has not been made a condition precedent under this loan.
 

5. Finding of Technical Soundness
 

The scope of the project is defined in Section II B 1, and plans

for accomplishing the project are outlined in Sections III A & B. 
These sections
 
define a complete and independently justified activity. Substantive engineering

and technical planning has been completed. A reasonably firm estimate of the
 
cost to the United States Government of providing assistance for this project

has been derived in accordance with Section 611(a) of the Foreign Assistance
 
Act, and a satisfactory engineering plan for implementing the project has been
 
developed. Specifically, it is found that attainment of the objectives of this
 
initial rehabilitation project is technically feasible within the framework
 
set forth herein.
 

C. Economic Evaluation
 

1. Forecasts
 

Electric power consumption is expected to increase sharply with
 
the advent of newly available quality service. PLN's practices in the past

have been strongly designed to discourage or prevent increase in energy

consumption and in peak load. As a result, there has been rapid growth in
 
private electric power generation, and there has developed a substantial
 
waiting list of applicants for new customer service. 
A table of peak load
 
and annual energy consumption levels, a schedule of private generating

capacity, and a tabulation of applicants for new customer service appear in
 
Annex 6 A.
 

Projection for increased KWH consumption have assumed that
 
there will be some delay in realization of consumer growth potential and are
 
probably at a conservative rate considering the very low base from which the
 
projections are made. Rates of increase of 6.2%, 12.1%, 18.8%, 11.2%, and
 
11% have been assumed for years 1970 through 1974 respectively and no increase
 
has been assumed after 1975 for purpose of the analysis. However, power

consumption is expected to increase at a substantial rate 
after 1975.
 

Use by industrial and commercial customers is expected to
 
increase at a higher rate than residential use. The following table summarizes
 
the anticipated load growth during the period of rehabilitation and prior

to major system expansion. Supporting data for the forecasts appear in
 
Annex 6.
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Millions of KWH
 

1970 1971 1972 
 1973 1974 1975
 
Existing (Year 1) (Year 2) (Year 3) (Year 4) (Year 5)
 

Total Sales
 

Semarang 72.4 
 76.3 88.3 106.7 121.4 134.6

Jogjakarta 19.2 20.4 23.5 28.4 
 32.0 35.5
 
Solo 27.2 28.8 33.4 40.2 45.7 50.3

Magelang 9.4 10.2 11.4 13.8 15.9 17.4
 

Totals 128.2 
 -35.7 156.6 189.1 215.0 237.8
 

Sales by Type of
 
Customers
 

Industrial 17.9 19.8 27.3 41.1 
 45.8 48.8
 
Commercial 
 9.5 
 9.5 12.5 16.2 21.3 26.0
 
Residential 
 80.0 84.4 93.0 105.8 118.2 129.7

Other* 20.8 
 22.0 23.8 26.0 2 33.3
 

Totals 128.2 156.6
135.7 189.1 215.0 237.8
 

*Included in this classification are street lighting, service to religious
 
organizations, schools, public buildings, and certain government agencies.
 

2. Rate of Return Analysis
 

The economic benefits resulting from this project will emerge

principally from the provision of reliable and adequate electric service.
 
Many of these benefits cannot be measured directly and are not included in
 
an analytical estimate of rate of return, although they are an important

element of the economic return to the economy. Therefore, we will satisfy

ourselves of the economic Justification for this project based upon the
 
following findings:
 

a) the direct, measurable benefits of the project, when

compared with direct costs, on a discounted cash flow basis, will provide
 
a return equal to the cost for capital established by the GOI for other
 
development assistance financing; and
 

b) The overall benefits, both direct and indirect, to
 
the economy are expected to be comparable with those available from alternative
 
sources of investment.
 

As stated, the first finding can be computed, and a return

of the order of 12% (the interest rate charged by the GOI for other loan

financed projects, B.E. credits, etc.) anticipated. The second finding is not

quantifiable and calls for an appraisal of the indirect benefits (See 4.

below) of the project in stimulating the Indonesian economy in comparison

with potential economic benefits of alternative investments.
 



- 23 -

One might assume that for a distribution system
rehabilitation project, a much higher rate of return would be anticipated.
Indeed, such was 
the case for the Djakarta rehabilitation which the World
Bank financed, because there was existing excess 
generating capacity
in the Djakarta environs and there were substantial load densities. 
For
this project, however, the realizable value of the existing distribution
plant is expected to be small, the system must be almost entirely rebuilt,
and substantial capital investment in generating additions isincluded. 
The
distribution system will also be designed to handle many times the existing
capacity, because future major expansion is contemplated, although no 
credit
is taken for increase in capacity beyond the interim period.
 

3. Comparison of Investment and Direct Benefits
 

losses; 
Direct measurable benefits include (1) savings in distribution
and (2) value added through additional energy consumed. 
The latter
a complex quantity comprising (1) increased KWH consumption expressed in
 

is 

dollar equivalents at 
an average per KWH assumed value, but (2) reduced by
the increased fuel cost anticipated to generate the additional KWH. 
The
fuel cost increase takes into account savings in fuel cost through more
efficient operation of the generating units in the system.
 

The assumption and methods of computation are explained in
Annex 8. 
The following table summarizes the data used in the rate of return
 
analysis.
 

($000)
 

Savings Value of 
 Increase in 
 Total Discounted 
 Discounted
Year in Losses New Energy 
Fuel Costs Benefits 
 at 12% Investment at 12%
 

1970 24 
 304.2 (161.8) 166.4 
 161.6 1136 
 1102.9
1971 70 
 499.2 67.4 
 636.6 568.4 4347
1972 176 3881.4
1o4o.o (103.6) 1112.4 
 886.8 
 8182 6522.7
1973 250 
 1890.2 (285.8) 1854.4 
 1320.0 
 6473 4607.5
1974 284 2558.4 (517.0) 2325.4 1477.8 
 1977 1256.4
1975 301 
 3153.8 (723.4) 50
2731.4 12914.9* 
 28.4
 
0 0
 

There-


after 301 
 3153.8 (723.4) 2731.4
Total 

17329.5 
 17399.3
 

*Cumulative discounted value of continuing benefits at 1975 level.
 

Comparing the present worth of the investments with that
for the annual benefits, the break-even interest (internal rate of return) is

11.9%.
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4. Overall Benefits to the Indonesian Economy
 

The principal benefits not taken into account in the
 
rate of return analysis are the values added through:
 

1) uninterrupted service at adequate voltage levels;

2) availability of sufficient power to meet consumer needs;

3) replacement of or 
elimination of inefficient investments;

4) making possible further development of major power system
 

expansion; and
 
5) 
stimulus to the overall regional economic development


through making possible small activities which could
 
not otherwise be initiated and through making attractive
 
other larger activities.
 

Improved voltage levels and continuous service will permit
use of such basic items as small motors, refrigerators, etc. Availability

of power without restriction will strongly encourage use, particularly by
industrial and commercial consumers. Rehabilitation of the major load centers
will facilitate planning for long-term growth and will build the confidence
which will lead to replacement of existing captive generation and prevention

of further inefficient investments. 
Major system expansion will be made

possible, greatly increasing per capita. consumption of electric energy

throughout the region.
 

The stimulation to the economy of Indonesia is expected to
be favorable in comparison with anticipated returns from otherprojects formulated
thus far in the Indonesian economic development program, when improvements to
the regional infrastructure such as highway and port development, and

in small holder and estate farming and agribusiness activities are taken
 
into account.
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D. Financial Analysis
 

1. Alternative Sources of Financing
 

This project is.recommended as part of the U. S. commitment
for multilateral assistance to Indonesia under the IGGI. 
We will work
closely with the Federal Republic of Germany which is planning to provide
assistance for rehabilitation of transmission facilities in the Ketinger
system and elsewhere in Central Java, in planning for the overall expansion

and integration of the systems of Central Java. 
IBRD which has provided
for project coordination by the various donors to Indonesia, has indicated
its support for A.I.D. financing and plans for this project.. Therefore,
within the IGGI framework, alternate financing from other donors is not
available. 
 The ExIm Bank does not currently make loans or guarantees in
excess of one year in Indonesia and an 
expression of non-interest for
financing Df this project was 
received from ExIm Bank on February 9, 1970.
 

2. Financial Requirements and Financial Plan
 

The total cost of the project is estimated to be U. S. $22.2
million broken down as follows by major components and annual disbursements:
 

U. S. Foreign Exchange Costs 
 $16.8 million
 
Third Country Foreign Exchange Costs $ 
.9 million equivalent
Local Currency requirements 
 $ 4.5 million equivalent
 

($000)
 

Year $us 
 Third Count Local Currency Total
1970 334 
 720 
 82 
 113
1971 2855 
 150 
 1342 
 4347
1972 6291 
 1891 
 8182
1973 5288 
 1185 
 6473
1974 1977 

1977
1975 
 50 


50TOTAL 16795 
 870 
 4500 
 22165
 

The proposed loan from A.I.D. will provide the U.S. dollar
portion of foreign exchange costs. 
 The loan will be made to the GOI with
U. S. dollar repayment over 40 years including a 10-year grace period.
Interest is to be charged at the rate of two percent during which no
amortization payments are required, and at three percent for 30 years,
during which period the loan will be fully amortized in level semi-annual 
installments of principal and interest.
 

All local currency requirements for the project and any dollar
overruns will be met through the GOI National Development Budget,.as will
the foreign exchange cost for third country diesel and hydro-electric

rehabilitation and spare parts. 
 A plan for provision of local currency funds
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from the National Development Budget will be prepared, which will specify

annual levels of support, and a reserve fund rupiahin will be established
in the amount of 20% of the local currency costs for the project. The fund
will be used for project implementation and for meeting operating needs of

the system during the interim period, including purchase of spare parts

and necessary inventory. 
 The GOI will agree to make foreign exchange

available for this purpose on 
a current basis.
 

3. Indonesian Debt Service Capacity
 

Indonesia's debt service burden continues to be extremely high

in relation to present and prospective export earnings. Slightly over
two-thirds of the present outstanding debt of $3.4 billion is owed free

world countries, including the U. S., 
and about one-third to the Soviet Bloc.
However, the debt burden resulting from loans prior to the post-Sukarno
assistance beginning in mid 1966 is about $2.2 billion of which Soviet Bloc 
debt is about 60%.J 

Indonesia's western 
creditors have rescheduled the massive
 
"Sukarno debt" separateon three occasions to cover the periods mid-1966
 
through 1967, 1968, and 1969. 
 In late 1966 agreement was reached with the
U. S., France, Germany, Italy, Japan, Netherlands, and the U. K. toreschedule government or government-guaranteed term 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 (of which $51.3 million was owed to the U. S.).

Again, in mid-October 1967 the free world creditors agreed to reschedule

the same class of 
debts falling due during 1968 and totaling $92 million

(of which $22.7 million was due the U. S.). In October 1968 the same classof debt due in 1969, totaling approximately 80 million (of which $22.6
 
million was 
owed the U. .S.) was rescheduled by the Western creditors. 
In
1969 an agent of the IGGI creditor countries, Dr. Hf-rman Abs, was requested
to investigate and prepare a plan for the overall rescheduling of Indonesia's

debt to all countries and he has since reported such a plan to a committee
 
of the Western creditor countries. These creditors form the so called
"Paris Club". They are now working on formulation of a plan which will
permit a long-term rescheduling of Indonesia's $2.2 billion (principal and
interest) of debts incurred prior to June 30, 1966. 
 The objective of such
 
a rescheduling would be to firmly establish Indonesia's credit worthiness

and to provide for a debt service burden which will permit implementation 
of Indonesia's development plans.
 

The present rescheduling left Indonesia with a reasonable debt

service ratio of 9% in 1968. 
 It is clear however that future debt service

requirements as a percentage of exports continue to represent 
a most

difficult situation. 
The ABS plan presented to the Paris Club countries is
 now being discussed by those creditor nations. 
In the interim a further

annual iescheduling may be necessary until a long-term solution along the
 
lines suggested by the Paris Club agent can be implemented.
 

/ Footnote appears on page 30
 



Despite the substantial debt service burden, it is possible
 
that with foreign investment and development of Indonesia's mineral and
 
other export potential, exports may rise more sharply than estimated,
 
even under the most optimistic assumptions. It should be noted that in
 
1951 Indonesian exports totaled about $1.2 billion at current prices.
 
Although these exports (now projected for 1976) took place during the
 
Korean War, they nevertheless reflect Indonesia's potential future export
 
capacity.
 

Given Indonesia's heavy foreign debt burden, A.I.D.'s softest
 
terms are appropriate. Other donors' assistance are generally being made
 
available on roughly DAC terms. The U. S. has continued to press for a
 
further softening of these terms. The contributions that the project to be
 
financed by this loan will make to Indonesia's overall economic capacity
 
and particularly its capacity for export expansion, taken together with
 
probable future rescheduling of the old debts, the prospects for repay
ments of the proposed loan appear reasonable. Our assessment of Indonesia's
 
repayment prospects is shared by other IGGI donors.
 

1. Financial Structure of PLN
 

The current financial structure of PLN, following economic and
 
political instability in Indonesia during the middle sixties with its
 
accompanying inflation, is confused. Poor flow of information, errati.
 
operating practices, loss of control over new facilities, uncertain
 
allocation of resources, and inflation have rendered the balance sheet
 
meaningless and have distorted revenue and expense accounts. Many new
 
PLN facilities were not incorporated into PLN assets while the details of
 
agreements under which o.thers were obtained by PLN are unavailable. The
 
result has been a thorough breakdown of the process of financial management.
 

It is not possible to erect current balance sheets or cash
 
flows either for PLN as a whole or for PLN Region X. However, we have been
 
able to prepare a skeleton income statement for Region X from available
 
data. Similar skeletal information for the overall PLN organization is in
 
Annex 7. Pro forma financial statements would have no practical value
 
prior to the revaluation of assets, financial reorganization, and revision
 
of tariffs.
 

Estimates of the costs and revenues of Region X and the Tuntang
 
System, reconstructed from cash records for 1968, are:
 

REGION X 

Receipts: 
Sale of Electricity 
Other Income 

Total Gross Receipts 

U. S. Dollar Equivalent 
$ 2,147,404.10 

203,435.50 
2,350,839.60 
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Disbursements:
 
Employee Salaries 
 $ 485,931.50

Fuel & Lubricants 
 555,584.90

Miscellaneous 
 391,956.60
Production Cost 
 1,433,473.00

Investments 
 121,625.60

Spare Parts 
 552,850.80


Total (Operating Cost) 
 2,107,949.50

Available for Transfer to Central PLN accounts 
 242,890.20 

TOTAL 	 $ 2,350839.70 

Past Due Accounts Receivable: 
 692,514.80
 

In place of depreciation, which in the absence of a schedule
of capital assets is impossible to allocate, PLN has included an arbitrary

charge called "capital burden", equal to about 10% of operating costs.
PLN's overall operations, even before imposition of the capital burden have

shown a loss which the GOI has had to make up. 
 Region X, however, has been
in a 
better position and has positive net revenues, even after the imposition

of such charge:
 

PLN Region X: 1968 Operations
 

Available for Transfer to PLN Central 
 $ 242,890.20

Estimated Capital Charge 
 -	 210,795.00
Net Revenues 
 $ 32,095.20
 

5. Tariff Schedules and Charges
 

Tariff schedules are established on a national basis. 
During

the period of economic instability, tariff schedules changed frequently

and bore little relationship to cost of service. 
The latest revision
(April 1968) establishes a complex schedule. The three principal classes
of customers, residential, industrial, and commercial have considerably

different average costs of power. 
The average cost/KWH for these classes*
 
is:
 

Unmetered Residential (approx.) 1.00/KWH

Metered Residential 
 2.50/KWH

Industrial ** 3.0C/KWH

Commercial 
 4.7C/KWH
 

* 
Cost/KWH increases with consumption deterring increased
 
use of electric energy.
 

** 	Industrial consumers are prevented from taking service
 
during the 5-11 p.m. peak.
 

http:32,095.20
http:210,795.00
http:242,890.20
http:692,514.80
http:2,350839.70
http:242,890.20
http:2,107,949.50
http:552,850.80
http:121,625.60
http:1,433,473.00
http:391,956.60
http:555,584.90
http:485,931.50
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Revision of tariff schedules, anticipated before 1973, is

expected to eliminate existing inequities and unreasonable subsidies, to
 
encourage increased use of electric energy, and to permit realization of
appropriate financial returns:
 

6. 
Tax Considerations
 

The GOI levies an 
income tax and a reconstruction and
 
development tax on State enterprises. 
 Since current PLN operations are

supported from the GOI Development Budget, tax assessments
significant 
or meaningless. are either not
However, after revaluation of assets and
 
establislment of autonomous operation, tax considerations will be a signi
ficant factor in planning future operations, particularly with regard to
 
internal cash generation for system maintenance and growth.
on tax consideration is expected from the IBRD management consultants in the
 

A recommendation
 
financial reorganization plan.
 

7. Arrangement,. for Transfer of the Loan Proceeds from the
GOI to PLN 

difficult to 
With the current financial position of PLN, it would be
(1) determine appropriate terms for a second step loan or
 

(2) demonstrate that PLN had the short term capacity from its 
own resources
 
to repay any loan obligation prior to the financial reorganization. 
With

reasonable return on its revised financial structure (both debt and equity)
 

a revalued asset base and a new tariff schedule, PLN should realize 
a
without major upward adjustments in the average cost/.WH.
have decided to not Therefore
specify at this time the second step terms, and to
we
await the recommendations of the management consultants for financial
reorganization. 
The second step terms would then be set to best suit the
recommended revised financial structure.
 

IDA agreed to an 
equity contribution by the GOI in PLN for the
 
Djakarta rehabilitation project. 
Their acceptance was based upon expectation
 
of an improved revenue position following revision of tariff structure, and

they are optimistic that the equity will begin to earn a reasonable return
shortly following tariff revision.
 

It is our assessment that the GOI is anxious to place PLN in
 
a position to generate 
revenues sufficient to meet expenses without budget

support (recognizing that continuing GOI financing will likely be needed
 
for capital expansion). 
 We believe that IBRD has been realistic in their

assessment of GOI willingness to make broad and needed reforms, but

recognize that the complexity of the transition may complicate and perhaps

delay somewhat the timing for realization of some reforms. 
 We conclude

that PLN can become a viable utility earning a fair return on its 
rate base
 
within a reasonable time following revision of electricity tariffs.
 

http:cost/.WH
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Therefore, we have adopted the following approach for definition
 
of second step terms:
 

(a) A three-year grace period (or such other period as
 
USAID shall agree to) will be 'permittedduring which there will be no
 
required repayment by PLN of principal or interest. This time will be
sufficient to permit revaluation of assets, revision of financial structure

and recommendations by the consultants of a new tariff schedule.
 

(b) Within the three-year period, and based upon the
 
program accepted by PLN for accomplishment of self-help measures, PLN, G01,

and A.I.D. shall agree to second step terms consistent with the plan for
 
financial reorganization. 
 If all or part of the proceeds be transferred
 
on loan terms, interest accruing during the grace period will be added to
 
principal and amortized over the remaining loan term.
 

E. Impact on U. S. Balance of Payments
 

The impact of this loan on the U. S. balance of payments will be
 
favorable, not merely in the fact that the entire proceeds of the loan
 
will be spent for U. S. goods and services, but because follow-up orders

of spare parts, equipment and materials will result in additional U. S.
 
exports on a commercial basis. The loan agreement will include 
a covenant
 
requiring budgeting and provision of foreign exchange for purchase of
 
future spare parts and inventory needs.
 

F. Use of U. S. Government Excess Property
 

Because of the detailed equipment specifications required for the
 
components of the system and of the need for standardization among compo
nents, it is not anticipated that U. S. Government Excess Property can be
 
used for this project.
 

6_ 	 Principal and interest payments are not now being made on the
 
Soviet Bloc debt. 
While most of the communist countries have
 
already rescheduled their debt, a further rescheduling appears

warranted because of heavy payments arising in the 1970's.
 
General agreement has not been reached between the Indonesians
 
and the Soviet Bloc countries, but agreement on any new debt

formula between the GOI and the Paris Club nations would need
 
to be unilaterally applied by the Indonesians in repaying the
 
debt to the Soviet Bloc.
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III. LOAN ADMINISTRATION
 

A. Timetable for Implementation
 

A summary of the timetable for implementation of this project is
set forth below. A more detailed schematic table, and one relating the

project to other aspects of the electric power development program for
 
Central Java appears in Annex 2 A.
 

Loan Authorization 
 March 15, 1970
 
Loan Agreement Negotiated and Signed 
 April 1, 1970
 
Conditions Precedent to Initial Disbursement Met August 15, 1970
 
Contract for Project Engineering Services August 15, 1.970
 
Initial Procurement of Long-Lead Items 
 January 1, 1971

Arrangements for General Consulting Services 
 January 15, 1971
 
Construction Contract Approved 
 October 15, 1971

Diesels and Gas Turbines Installed 
 September 1, 1972
 
Rehabilitation Work Completed 
 May 1, 1974
 
General Consulting Services Completed 
 July 15, 1974*
 

* may be extended to January 15, 1976
 

B. Project Execution
 

1. Project Execution Plan
 

The project can be divided into four components (1) detailed

design; (2) procurement for PLN's account; (3) general consulting 
services;
 
and (4) construction.
 

Detailed design and procurement for PLN of long-lead and
other items (which need to be purchased before letting the construction
 
contract) will be undertaken by the project engineer. 
The project engineer

will be responsible for construction supervision and for enforcement of the

construction contract on behalf of PLN. 
He will also coordinate on-the-job

training activities related to project execution with the broader training

efforts of the general consultant.
 

The g ieral consultant will be responsible for general
engineering consulting services, for technical and management assistance to

PLN Region X, and for planning participant training of Region X personnel.
 

The construction contractor will provide all material and
equipment not segregated for procurement by the project engineer, will reuse
 
or retire all materials of the existing system, will train and schedule work
 
crews, and will arrange for timely performance of construction in accordance
 
with standards established for the project.
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The planning, proposed contractual arrangements, and antici
pated services relating to project implementation are discussed in further
 
detail in AtInex 2 B.
 

Coiditions precedent to initial disbursement require, in
 
addition to standard A.I.D. provisions: (i) evidence that the IDA agreements
 
under which management consulting services will be provided to the PLN Central
 
Organization have become effective; (2) evidence that PLN has authority to
 
undertake procurement and construction for the project (see Section II A);
 
and (3)a decision on basic standards for the distribution system including
 
service voltage (see Section II B).
 

Before the other components of the project can-begin, all
 
arrangements relating to assurances of financing and to accomplishment of
 
self-help measures, plus additional conditions precedent related to each
 
project component, must be met. A summary of conditions precedent and covenants
 
for this project appears in Part C of this section.
 

2. Coordination
 

Self-help activities, training, management assistance and
 
project execution must all be coordinated. To accomplish this task:
 

1) standards for rehabilitation of the distribution systems
 
will be established before the project begins;
 

2) the scope of work for general consulting services will
 
require the consultant to provide continuous liaison with the IBRD management

.consultants in Djakarta, and to coordinate his efforts within Region X with
 
those of the project engineer (see Attachment II to Annex 2 B);
 

3) the scope of work for the project engineer will specify
 
the type and extent of training he is to perform, and will require him to
 
work with the general consultant in scheduling use and training of PLN
 
Region X personnel. (See Attachment I to Annex 2 B.)
 

4) USAID will continue its close working relationship with
 
PLN and with the IBRD resident mission in Djakarta and undertake as part of
 
its monitoring responsibility to assure that adequate communication is
 
maintained among the various contract groups.
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3. 	Terminal Dates for Conditions Precedent, for Disbursing
 
Authorizations, and for Disbursements
 

a. Conditions prededent to initial disbursement fhall be
 

met within five months after signing of the loan agreement.
 

b. Conditions precedent to other than preliminary design
 

services shall be met within 16 months after signing of the loan agreement
 

(but it is anticipated that all conditions precedent relating to general
 

consulting services and procurement for PLN's account should be completed
 

within a shorter period, perhaps 10 months, if the timetable is to be met).
 

c. The terminal date for requests for new disbursing authori

zations shall be 28 months after signing of the loan agreement. This will
 

permit one year after completion of all conditions precedent for opening of
 

letters of c'mmitment.
 

d. Terminal date for disbursement shall be 53 months after
 
signing of the loan agreement.
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C. Conditions Precedent and Covenants 

1. Conditions Precedent to Initial Disbursement (Detailed Design)
 

(a) An opinion of the Minister of Justice of GOI that the 
loan agreement has been duly authorized or ratified by, and executed on
 
behalf of GOI 
 and is a valid and legally binding obligation in accordance
 
with its terms.
 

(b) An opinion of the principal legal officer of PLN, or
 
of other legal counsel satisfactory to A.I.D., that this loan agreement

has been duly authorized or ratified by, and executed on behalf of PLN and
 
is a valid and legally binding obligation in accordance with its terms.
 

(c) The names of the persons who will act as the represen
tatives of GOI and PLN, together with evidence of their authority and a
 
specimen signature of each such person.
 

(d) A cost-plus-fixed-fee contract with an engineering con
sultant firm or individual(s). The selection of said consultant and the
 
terms of said draft contract shall be in accordance with A.I.D. Capital

Project Guidelines: Borrower Procurement of Engineering and other
 
Professional Services of U. S. Source and Origin (M.O. 1441.1).
 

(e) Evidence, including an opinion of the Minister of
 
Justice of GOI, that PLN has legal authority to undertake promptly the
 
procurement and contracting for commodities and services necessary for
 
implementation of this project.
 

(f) A plan for implementation of the project, including the
 
specification of basic syptem standards for the distribution systems.

Said system standards shall include standards for service wiring and
 
voltage level of primary and secondary lines. Said plan shall also set
 
forth GOT's projection for providing Indonesian currency and foreign

exchange from its budgetary sources to PLN. 

(g) Advice of the International Development Association that 
the agreement for IDA Credit No. 165 IND have been declared effective. 

2. Conditions Precedent to Financing General Consulting Services,
 
Procurement for PLN's Account, and Construction
 

- Assurances of Financing and Self-Help Measures 

(a) Evidence that foreign exchange has been made available 
to PLN for the purchase of third country spare and replacement parts for
 
rehabilitation of diesel and hydro-electric generators and relatod equipment.
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(b) Evidence of the establishment by PLN of a reserve fund
in Rupiah equal to twenty percent (20%) of the estimated total Rupiah costs
of the project, or such other amount 
as 
A.I.D. shall agree to in writing,
which shall be used for the execution of the project and for support of
operation and maintenance until the project is completed, and a plan for

replenishment to maintain said fund.
 

(c) A plan for utilization by PLN of general consulting
services for the project. 
 Said plan shall include specific designations
of counterpart personnel of PLN who will work with technical and management assistance personnel, and who will be afforded participant training.
Said plan shall also include a detailed description of the manner in which
the counterpart personnel of PLN are to be utilized for training.
 

(d) A plan for procurement of equipment for the project.
Said procurement plan shall include evidence of provision for storage
including secured storage at port 
or other location pending receipt of
customs clearance and for handling and transportation of commodities to
project site and for storage at the project site.
 

(e) 
An agreement between PLN and a contractor for the
provision of management consulting services 
as required by Article II
of the Project Agreement with the International Development Association.
 

- General Consulting Services
 

(f) A contract between PLN and a firm or individual(s) for
the general consulting services 
to be provided for the project. The
selection of the firm or individual(s) to provide said consulting services
and the terms 
of said contract shall be in accordance with A.I. D.
Capital Project Guidelines: 
Borrower Procurement of Engineering and Other
Professional Services of U. S. Source and Origin (M.O. lh41.1).
 

- Procurement
 

(g) Procurement contracts for equipment and materials between
PLN and a firm(s), 
selection of which shall be in accordance with A.I.D.
Capital Project Guidelines. 
 The terms of said contracts shall also be in
accordance with A.I.D. Capital Project Guidelines.
 

(When (a) thru (f) have been met, a letter of Commitment may
be opened for all procurement for the owner's account, but individual Letters
of Credit will not be issued until A.I.D. approval has been obtained for

the respective supply contracts.)
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- Construction 

(all of the above Conditions Precedent except (g), plus)
 

(a) A preliminary design for the rehabilitated electric
 
system which will form the basis for the final design for each subdivision
 
of the rehabilitated system. Said preliminary design shall include:
 

(i) maps and diagrams showing the preliminary layout
 
of the proposed electric distribution systems;
 

(ii) detailed specifications for individual prototype
 
units which combine in varying quantities to form the constructed physical
 
plant;
 

(iii) an estimate of the quantity of each such unit; and
 

(iv) any revisions in the cost estimate for the project,
 
including costs for labor and materials for each prototype unit. Said costs
 
estimate revisions shall be divided into U. S. dollar and local currency
 
expenditures.
 

(b) A contract or contracts for construction services between
 
PLN and a firm(s). The selection of said firm(s) and the terms of said
 
contract or contracts shall be in accordance with A.I.D. Capital

Projects Guidelines: Borrower Procurement of Construction Services of
 
U. S. Source and Origin (M. o. 1441.2).
 

3. GOI Covenants
 

(a) GOI covenants and agrees that it shall take all necessary
 
actions to enable PLN to perform its obligations under Article II of the
 
Project Agreement between PLN and The International Development Association
 
within the time limits prescribed in said Project Agreement, taking into
 
account the GOT's specific undertakings in this regard in the Development
 
Credit Agreement between the GOI and the International Development Association
 
and the objectives stated in Section 4.(a) hereof.
 

(b) Make available foreign exchange to PLN necessary to
 
purchase third country spare and replacement parts for diesel and hydro
electric generator rehabilitation, for other spare and replacement parts
 
required for completion of, and operation up to completion of the rehabili
tation of the facilities, over and above the. proceeds of the loan provided 
for. 
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(c) Make available to PLN any Indonesian currency necessary

for the completion of, and operation up to completion of the rehabilitation
 
of the facilities.
 

(d) From completion of the rehabilitation of the facilities

until such time as 
PLN may become an autonomous, non-budget supported

corporation, assist PLN in obtaining funds sufficient to meet the operating

and maintenance expenses necessary for the effective utilization of the
 
rehabilitated project.
 

(e) Assist PLN to carry out the project, or cause the project

to be carried out, with due diligence and efficiency, and in conformity

with sound engineering, construction, financial, administrative, and
 
management practices.
 

4. PLN Covenants
 

(a) Perform its obligations as prescribed in Article II of the
Project Agreement with the International Development Association within the
 
time limits prescribed in said Project Agreement. In carrying out the

recommendations of the management consultants under Section 2.02(b) of the

Project Agreement with the International Development Association, the
 
parties hereto agree 
on the following general objectives that should govern

PLN's organization, structure, authority and operations and further agree

that PLN's program to implement the recommendations of the management con
sultants as 
required by Section 2.02(b) of that agreement shall be in
 
accordance with the objectives hereafter set forth and shall be subject to
 
prior approval of A.I.D.:
 

(i) A revised schedule of electricity tariffs and

charges fixed at such levels as 
should provide PLN with revenue sufficient
 
(a) to cover all its operating expenses, including administration and over
head expenses, maintenance, depreciation, and taxes, and interest on, and to

the extent it exceeds depreciation, amortization of debt, and (b) to provide
 
a reasonable return on 
its assets and to finance a reasonable portion of its
 
capital expenditures;
 

(ii) A revaluation of PLN's fixed assets in accordance
 
with sound public utility practice;
 

(iii) Full and exclusive responsibility vested in PLN
for the public electric power sector of the-GOI, including planning, pro
curement, construction, operation, maintenance, and ownership of all
 
facilities therein;
 

(iv) Management organization and employment practices,

including staffing patterns, salary structure, and employee qualifications,

in accordance with sound public utility practice;
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(v) Operating practices, including records,
 
accounting systeri, billing and collection procedures, financial planning

and administration, insurance, repair and maintenance procedures, and
 
procedures for systems operations, all in accordance with sound public
 
utility practice;
 

(vi) Appropriate standards for the electric power
 
system, including those for equipment, materials, construction, and
 
operation and maintenance, in accordance with sound public utility practice.
 

(b) Establish connection fees for all future service within
 
the Tuntang system that will encourage increased consumption of electricity.
 

(c) Maintain the basic systems standards of the distribution
 
network.
 

(d) Replenish the Indonesian currency reserve fund whenever
 
necessary to maintain said fund at twenty percent (20%) of the estimated
 
total Indonesian currency cost of the project or such level as
 
A.I.D. may agree to in writing.
 

(e) Carry out the project, or cause the project to be carried
 
out, with clue diligence and efficiency, and in conformity with sound
 
engineering, construction, financial, administrative and management practices.
 

(f) Submit all plans, specifications, contracts, schedules, and
 
engineering construction or procurement arrangements for the project, and
 
all modifications thereof', to A.I.D. for its approval prior to their
 
implementation and carry out the project, 
or cause the project to be carried
 
out in conformity therewith.
 

(g) Adequately maintain, repair and operate, in accordance
 
with sound commercial practices all Eligible Items, and any construction of
 
facilities resulting from their use.
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IV. LOAN AUTHORIZATION
 

AID-JEc/P-886/A Dmsft 
A.I.D. Loan
 

Project No.
 

CAPITAL ASSISTANCE LOAN AUTHORIZATION
 

Provided from: Development Loan Funds
 
(Indonesia: Perusahan Listrik Negara;
 

Central Java Electric Power Rehabilitation)
 

Pursuant to the authority vested in the Administrator of the Agency for
 
International Development (hereinafter called "A.I.D.") by the Foreign

Assistance Act of 1961, as amended, and the delegations of authority
 
issued thereunder, I hereby aubhorize the establishment of a loan
 
pursuant to Part I, Chapter 2, Title I, the Development Loan Fund, to
 
the Government of the Republic of Indonesia (hereinafter called the
 
"GOIl") 
of not to exceed Sixteen Million Eight Hundred Thousand Dollars
 
($16,800,000) to assist in financing the foreign exchange costs of
 
equipment, materials and services necessary for the rehabilitation and
 
operation of certain electric power facilities of Perusahan Listrik
 
Negata (hereinafter called "Beneficiary") in the Tuntang System located
 
in Central Java, this loan to be subject to the following terms and
 
conditions:
 

1. Interest Rate and Terms of Repayment.
 

The interest on this loan shall be two percent (2%) per annum
 
on the disbursed balance of the loan during the first ten (10) years of
 
the loan and three percent (3%) per annum for the remaining thirty (30)
 
years of the loan. The principal of the loan shall be repaid in full
 
within forty (40) years from the date of the first disbursement under
 
the loan, and such repayment shall include a grace period of not to
 
exceed ten 
(10) years from the date of first disbursement.
 

2. Currency of Repayment.
 

Provision shall be made for repayment of the loan and payment 
of the interest in United States dollars.
 

3. Other Terms and Conditions.
 

a. Equipment, materials, and services financed under this
 
loan shall have their source and origin in the United States.
 

b. The GOI will make the proceeds of this loan available
 
to the Beneficiary for the purposes herein provided on terms
 
and conditions satisfactory to A..I.D.
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c. Unless A.I.D. agrees otherwise in writing, the GOI
 
and the Beneficiary shall agree, either in the form of
 
appropriate conditions precedent or covenants, or both,
 
that:
 

(I) The GOI will make foreign exchange available to the
 
Beneficiary, in addition to the proceeds of this loan,
 
for the purchase of third country spare and replacement
 
parts for diesel generator rehabilitation;
 

(2) Beneficiary will establish a reserve fund in
 
Indonesian currency in an amount equivalent to twenty
 
percent (20%) of the estimated total Indonesian currency
 
costs of the project, or such other amount as A.I.D.
 
shall agree to, for the execution of the project, and
 
the support of operation and maintenance of the Project,
 
and shall continue to replenish such fund;
 

(3) Pursuant to recommendations of a management
 
consultant made in accordance with a Project Agreement

between Beneficiary and the International De.velopment
 
Association, Beneficiary shall institute reforms with
 
the following general objectives:
 

(a) Revision of electricity tariff schedules
 
and charges to provide Beneficiary with revenue
 
sufficient to cover all its operating expenses,
 
including administration and overhead expenses,
 
maintenance, depreciation, and taxes, and interest
 
on, and to the extent it exceeds depreciation,
 
amortization of debt, and to provide a reasonable
 
return on its assets ald to finance a reasonable
 
portion of its capital expenditures;
 

(b) Vesting of Beneficiary with full and
 
exclusive responsibility in the public electric
 
power sector of the GOI;
 

(c) Revaluation of Beneficiary's fixed
 
assets in accordance with sound public utility
 
practices;
 

(d) Revision of management organization,
 
employment and operating practices, and electric
 
power system standards, all in accordance with
 
sound public utility practices.
 



- 41

d. The loan shall be subject to such other terms and conditions
 
as A.I.D. may deem advisable. 

John A. Hannah 

Date 

Clearances: 
Assistant Administrator for East Asia: 

Roderic O'Connor Date: 
General Counsel:Strphen B. Ives, Jr. Date: 
Controller:Charles F. Flinner Date: 
PPC/CA:John H. Kaufmann Date: 
EA/CDF:Selig A. Taubenblatt Date:_ 
EA/DP:Charles H. Breecher Date: 
GC/EA:Herbert E. Morris Date: 
EA/IND:Alexander Shakow" Date:-

GC/EA:SBKay: sb:2/19/70 
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Annex 2 B
 

IMPLEMEI1TATION CONSIDERATIONS
 

A. Project Engineering Services
 

1. Selection Procedure
 

The engineering consultant will be chosen by the PLN under the
 
procedures outlined in Chapter 2 of the A.I.D. "Capital Projects Guidelines
 
for Borrower Procurement of Engineering and Other Professional Services of
 
United States Source and Origin" (M.o. 1441.1).
 

2. Type of Contract
 

A cost-plus-fixed-fee contract with a cost ceiling will be used.
 
A.I.D. approval will be obtained for the contractor selection and the terms
 
of the contract prior to execution.
 

3. Scope of Project Engineering Services
 

The project engineer shall be responsible for the final design of
 
the system, for preparation of bill of materials and specifications for all
 
equipment, and for IFBs for the items of equipment to be procured for PLN's
 
accoumt. He shall also be responsible for definition of construction
 
standards and material specifications and warranties, for preparation of
 
the IFB for the construction contract, for evaluation of bids and recom
mendations of award for the construction contract, for supervision of
 
construction, and for final inspection, testing, and acceptance of
 
completed work and for final accounting.
 

The consultant shall prepare a critical path analysis which shall
 
have as its objective the earliest possible start of actual construction on
 
an uninterrupted basis. The consultant shall also review the status of all
 
equipment in the system and shall use to the fullest practical extent,
 
serviceable equipment and materials in the possession of PLN Region X.
 
In preparation of final design, the consultant shall also make maximum use
 
of locally available materials and labor. The consultant shall, during
 
the performance of his task, conduct technical training for PLN counterpart
 
officials with whom he will be working. See Attachment I for a detailed
 
scope of work for the project engineer.
 

B. The Construction Contract
 

1. Advertisement, Bidding, and Award
 

The project engineer shall prepare an IFB for the construction
 
contract(s). The contract shall be let on the basis of competitive bidding
 
with the award being made to the lowest responsive bidder, under the format
 
discussed below, and in accordance with A.I.D. Capital Projects Guidelines
 
"Borrower Procurement of Construction Services of the United States Source
 
and Origin" (M.O. 1441.2).
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2. Construction Contract 

In letting the construction contract, it is desired to achieve a 
result as close as possible to a fixed-price construction contract including
provision of some mKteriais and equipment to be procured by the construction 
contractor. 
f{owevur, final design for the distribution system will be
 
complettd on a piecemeal basis so that construction can begin on portions of 
the system while final design is being completed for the remainder. Thus,
 
the construction contract must be let on the basis of a preliminary estimate
 
of the quantities of construction units required.
 

The project engineer will submit, prior to letting the contract
 
for construction, a preliminary design for the rehabilitated electric system
 
which will form the basis for the final design for each portion of that
 
system. He will also prepare drawings for the construction units, complete
 
with material lists. He will estimate the quantity of each such unit
 
required for completion of the project and will prepare a cost estimate for
 
the ,ruliininury design based upon the number of each such units and their 
estimated installed cost. With this information, the project engineer will 
prepare an invitation for bids for the construction contract which will 
define the scope of the project, identify the individual construction units
 
and provide detailed specifications and construction standards for them,
 
and indicate the number of' each unit anticipated for the job. In submitting
bids, the construction contractor will be expected to provide a total price
based on the estimated n Jmbers of units and to break down that bid price
into a price for each unit, specifying the dollar and local currency com
ponents thereof. Award will be based on either the lowest total price or 
lowest dollar price, depending upon whether uhe local currency component 
would more aidvisably be bid on a fixed unit price or cost reimbursable basis. 
Payment to the contractor shall be made on the basis of actual quantities of 
individual installed units at the unit price stated in the executed contract,
 
as amended from time to time.
 

C. Arrangements for Procurement 

1. Project Engineer's Role
 

Procurement of long-lead items should be initiated as 
soon as
 
possible. To accomplish this, the project engineer will identify those
 
items, such as generators, substations, and major transformers, prepare bills
 
of material and specifications for them, and prepare IFBs. Upon approval
 
of the IFBs by PLN and A.I.D. he will procure these items for PLN on a
 
competitive bid basis in accordance with procedures in Section 2 of A.I.D.
 
Capital Projects Guidelines -"Borrower Procurement of Equipment and
 
Materials of United States Source and Origin" (A.O. 1441.3).
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The project engineer, in preparation of the preliminary design,

will also recommend which remaining items are 
to be procured by himself
 
for the account of PLN and which 3re to be included in the construction 
contract. When this recommendation is approved by PLN and A.I.D., the
 
project engineer shall prepare 
and obtain approval of IFBs for the remain
ing items, if any, and procure those items.
 

The 
1 oject engineer shall be responsible for inspection and
 
acceptance of all comodities which he has procured and for assuring that
 
commodities ,rocured by the construction contractor are 
in compliance with
 
specifications.
 

The engineer will establish a 
plan for reuse or retirement and
 
return of existing distribution materials and equipment to PLN by the
 
contractor. 
He will prepare staking sheets and material inventory sheets
 
for use durin, the construction period and also will aid and assist PLN
 
in accoLi fur these used materials. 

2. Construction Contractor's Role
 

When a sumary of the IFB for the construction contract is published,
it will announce the type of work being performed and indicate what items
of equipment and material are included. 
 This will permit suppliers on their 
own initiative to contact U. S. construction firms likely to bid for the 
project and to offer their equipment to the construction firm. Construction
 
firms will be seeking to minimize their own bids, and thus, competition as
 
to equipment. supplied by the construction contractor will be achieved
 
through the competitive construction contract bid price.
 

The invitation for bids shall identify the construction units
 
to be installed by the contractor, show the estimated quantities of each
 
unit, and include detailed specifications. In addition, it will include
 
a list of individual items of material and equipment which have been 
procured by PLN for use on this project and which are to be taken over by
the contractor Lnd incorporated into the project.
 

The IFB will include a list of construction units and the quantity

of each which will be reused or retired from the existing electrical system.

The contractor will remo-,e units to be retired from the system and return
 
all of the material to the designated PLN warehouse.
 

The contractor may at the completion of the project turn in for 
credit, aL designated PLN warehouses, reasonable amounts of new materials 
which are surplus to his needs. PLN will purchase this material at the
 
contractor's demonstrated cost delivered to his warehouse.
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Loss and breakagn of materials handled by the contractor 
shall be for his account.
 

The construction ,ontractor shall be responsible for timing 
of arrivwls of ideqiatc piantitles of materials and equipment as the 
consitruction work progrei;.es, for inspection of materials and equipment 
which he has provided, for handling and utilization of all materials and
 
equipment at the project site, including those furnished by the project
 
engineers, and for assuring that work performed is in accordance with
 
construction standards and specifications.
 

3. Shipping, Customs Clearance, Handling and Storage 

In accordance with A.I.D. practice, at least 50% of eligible
 
items will be shipped on U S. flag vessels, the standard marine insurance
 
provision will be included in the loan agreement, a GOI commitment of
 
foreign exchange will be required for any shipment on non-U.S flag carriers,
 
and port charv-es shall be paid with foreign exchange provided by the GOI
 
811d ! tru furi. for such purpose will be effected through sideletter 
agreement. 

Tih jroject engineer will be responsible to obtain earliest possible 
delivery of long-lead and other items which he is to procure for PLN's 
account, which he will inspect and turn over to the construction contractor. 
Tje ,-on.truetion contractor will be responsible for storage and handling 
of these n-.erials and equipment for the project, and for control and 
accountinu of existing facilities being retired or diverted to alternative
 
use. Tiie onamiction contractor must arrange time and delivery for all 
other iteim5 and must assure that all equipment and materials as needed are 
timely available. It will, therefore, be necessary to carefully schedule 
shipping arrangements to avoid possible delays. 

It. is desirable that commodities be shipped through the port of
 
Semarang rather than to other ports in Java from which long truck or rail 
shipment would be required. Semarang is a shallow bottom port but most 
items of equipment can be accommodated. Arrangements can be made to obtain 
customs clearance through the port of Semarang.
 

In the past PLN has encountered difficulties in moving imported 
commodities through customs. This appears to have been due to PLN's
 
inability to pay customs duty on shipments. Since this is a loan financed
 
ec.nomic development project receiving support from the National Develop
ment Budget, the GOI policy is to not charge customs duties on imported
 
commodities and equipment. Therefore, no problem is foreseen in obtaining
 
customs clearance but the arrangements for procurement shall include a plan
 
for movement of commodities through customs.
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D. General Consulting Services
 

1. Objectives 

Broad management consulting services will be provided to the
 
PLN central organization as part of the IDA loan for Djakarta rehabilitation.
 
The techni',al assistance and training for this project will be focused upon 
PLN Region X, will be coordinated with and will support the management
consultants provided to the central organization, and will emphasize both 
on-the-job training in Central Java and participant training in the U. S.
 
and third countries for key PLN personnel. The general consultant will
 
also provide general engineering-consulting services to PLN Region X.
 
Before services will begin, PLN will provide a plan for utilization of 
these services (as a condition precedent to other than detailed design)
 
including identification and proposed utilization of counterpart personnel.
 

2. Arraniuerents for General Consulting Services
 

To permit flexibility, management control, and continuity, we 
believe it is desirable that general consulting services be provided under 
contract with consulting firm. However) additional services on a 
personal contract basis might be permitted for short-term services or 
special circum.3tances. Thie consulting firm may not be the same firm
 
providing project engineering services. 

T1e original reconnaissance survey for this project (see Sec. I B)
 
recommended the provision of general consulting services to PLN Region X
 
for a period of five years. We have chosen to incorporate both general
 
consultintr and specialized training functions under a single contract for
 
the period of the rehabilitation project (3-1/2 years). However, con
sideration may be given to extension of the general consulting services
 
for an additional 1-1/2 year period, and cost estimates for the project
 
would accommodate the additional services as a contingency.
 

An important aspect of the general consulting services will be
 
coordination with the IBRD management consultants working with the PLN 
Central organization on broad management and institutional reforms, and 
this is specified in the scope of work for the general consultants. 
(See Attachment II.)
 

3. Scope of General Consulting Services
 

The general consultant will provide one general utility specialist
 
who will reside in Central Java during the entire term of the contract.
 
Im addition, the general consultant will furnish and supervise several
 
long-term specialists h o will train PLN personnel at the operational level.
 
The scope of work for the general consultant is outlined in Attachment II.
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4. pnirtioipent Ira iw 

It is rlanned to train selected PLN personnel, principally 

through work t. x?..rience at, operating utilities, in U. S. or a third 

country to develop , in operation and maintenance of generating 

equip.en., load d h~rg, equipment procurement and accountability, 

and utilil.,y -.ccountin. The training period for any employee will 

probaily rot exceed oix months. 

Participant training is recommended for the following classifica

tions of personnel:
 

2 Chief Plant Superintendents
 
2 Production Plant Superintendents
 
3 Accountarta 
1 Equipment and Supply Management Control Superintendent 
1 Systems Operation Superintendent 

The program for particirant training is outlined in further detail in 

Attachment III.
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Attachment I
 
Annex 2 B
 

SCOPE 	OF WORK FOR PROJECT ENGINEER
 

The Contractor will accomplish the tasks outlined in this scope of
 

work and obtain the appropriate approval of PLN as the tasks are
 

important element of the rehabilitation
accomplished. Since one 

project is training of PLN personnel, the engineer will be expected
 

to specify appropriate training in contracts with equipment and
 

material manufacturers, the construction contractor, and to set up
 

his own program to furnish the remaining technical and professional
 

training not covered by the other contracts.
 

A. 	Engineering and Design
 

Prepare and recommend the following basic criteria for systems
 

design, consistent with basic system standards established by 
PLN:


1. 


a. 	primary voltage
 
b. 	secondary voltage
 
c. 	voltage drop permitted in:
 

(1) primary lines
 
(2) secondary lines
 

(3) services
 

Use 	of single phase and three phase secondary
d. 

e. 	Use of poles - i.e., concrete, tropical treated SYP, etc.
 

f. 	Re-use of existing materials such as:
 

(1) Steel poles
 
(2) Copper secondary lines
 

(3) Copper secondary conductor
 

(4) Services
 

g. 	Cnangeover of medium and heavy use domestic customer from
 

127/220 volt three phase 4 wire service to 220 volt single
 

phase 2 wire or 220/440 volt single phase 3 wire service.
 

h. 	Metering of customers
 

(1) Those involved in voltage changeover
 

(2) 	Those desiring change from limiter to meter or to
 

increase service beyond a stated minimum
 

(3) New customers
 

i. 	Maps and drawings
 

(1) 	Select standard, high quality materials for reproducible
 

sheets
 
(2) Establish standard sheet sizes to be adopted by PLN
 

(3) 	Establish suitable scales to be used in preparing key
 

and detail maps, circuit diagrams, drawings, etc.
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2. Establish gener-.l criteria for engineering
 

a. 
Prepare a crmplete set of standard construction drawings
 
complete with material lists.
 

b. 	Adopt a contru,-tion code such as NESC or any other recognized
 
code which will insure sound and safe construction.
 

c. 	Establish a cut-over procedure for each section of each city
 
to cause least interruption to customer service and public
 
services.
 

d. .7stablish a plan for use or retirement and return to PLN by
 
the contractor of existing materials and equipment. This
 
will include among other things the following:
 

(1) 	Include in the IFB a description of construction units to
 
be retired from the PLN electrical system and an estimate
 
of the quantity of each unit.
 

(2) 	Show on the staking sheets issued to the contractor and
 
PLN the units to be retired and their location, the units
 
to be used as is, and units to be modified and the nature
 
of modification.
 

(3) 	Require that contractor return all retired material to a
 
designated PLN warehouse.
 

(4) 	Prepare material inventory sheets so that PLN and the
 
contractor can determine the amount of each item of
 
material to be returned.
 

(5) 	Establish prices for each item of retired material to be used
 
used a basis for settlement between the Contractor and
 
PLN for the loss &nd breakage which may occur.
 

(6) Assist PLN in imple,ienting the acceptance of used material into
 
inventory and in issuing necessary charges and credits to
 
the contractor.
 

e. Establish a plan for the contractor to return to PLN for credit
 
excess new materials, in -easonable quantities, when the
 
rehabilitation work is complete.
 

3. Project Scheduling
 

a. Prepare a critical path analysis for the project to permit
 
earliest and most practical sdheduling of activities and
 
initiation of construction on an uninterruptible basis.
 

b. 	Prepare, also, a bar type chart covering the scheduling of design
 
procurement and construction activities.
 

c. Submit to PLN and AID monthly progress reports, in a timely
 
manner, showing progress made during previots months and
 
outlining the problems that have arisen arn'suggesting
 
remedies.
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4. 	Design for Rehabilitation
 

a. 	Distribution Systems, Preliminary Designs (incl. switching stations)
 

(1) 	Semarang
 
(2) 	Solo
 

(3) 	Jogjakarta
 
(4) 	Magelang
 

b. 	Sub-stations
 

Prepare final substation design for each of the cities in a. above
 
noting that two substations are necessary at Jogjakarta and
 
Semarang.
 

c. 	Designs for Generating Plants
 

(1) 	Gas Turbine plant at Semarang including oil pipe line
 
from the harbor to plant and oil storage facilities
 

(2) 	Diesel plant addition at Jogjakarta including oil storage
 
and handling facilities
 

(3) 	Determine whether existing AEG gas turbine should be
 
modified to burn IDO diesel fuel. If so, prepare all
 
necessary design data to make this changeover.
 

(4) Draw up any necessary designs and work description
 
associated with the rehabilitation of:
 

(a) 	Kalisari diesel plant
 
(b) 	Kudus diesel plant
 
(c) 	Jogjakarta existing diesel plant
 
(d) 	Djelok hydro generating plant including cleaning and
 

rehabilitation of plant tunnels and aqueduct.
 
(e) 	Timo plant switchyard (lightning protection)
 

d. 	Communications
 

Design a communication system suitable for the operation of the
 
individual distribution systems and the associated transmission
 
and generating system. This design should be keyed to long
 
range system requirements to avoid early obsolescence.
 

5. 	 Rehabilitation Cost Estimate 

a. 	Using the final designs developed in 4.b.c.d. above, estimate
 
the completed cost of this work, separating foreign exchange and
 
local currency costs.
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b. 	Using the prc±iminary design for the distribution system listed
 

in 4.a. ab,:ve, break the rejuirements for each system into 
standard C'6:3t1'UctionR units, price them and arrive at estimated 

installed :iiL prices showing labor and material separately and 

separating )rer,,n exchange and local currency costs. Develop 

the overal' 2ust from the product of the unit quantities and 

the 	unit ccsts. 

c. 	Combine a End b above to arrive at the total overall project cost.
 

B. 	 Procurement - Materials 

1. 	 Material and equipment for account of PLN 

a. 	Prepare a list of long lead time items and other items which
 

should be ordered before letting the construction contracts.
 

b. 	Prepare IFB's for all items of such material and equipment.
 

Include a training requirement covering operation in contracts
 

for generation and communication equipment.
 

c. 	Evalaate bids, make recommendation for award of contracts and
 

assist PLN in obtaining approved contracts.
 

C. 	Construction Contract
 

The 	construction contract will be essentially a unit price contract
 

with the contractor furnishing a considerable amount of material and
 

taking over material procured for PLN under B above. The contract will
 

include all work described under A. 4.
 

1. 	Prepare the IFB for the labor and material contract on a unit
 

price basis.
 

a. 	 Include all preliminary key and detail maps, and one line
 

diagrams showing the details of work to be done on the
 

electric distribution systems.
 

b. 	 Include construction drawings for all units of construction.
 

c. 	Include design drawings and material lists for all substations
 

and switching stations.
 

d. 	 Include all design drawings and material lists for generating
 

plant additions and modi~firations.
 

.	 Provide a complete list of materials to be furnished by PLN
 
and the unit prices of each item.
 

f. 	Include a complete list of construction units and the quantities
 

of each required.
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g. Include a schedule for each city of the rehabilitation work
 
to be performed and the proposed completion date for each
 
operation.
 

h. 	Provide for contractor to furnish the necessary breakdown between
 
foreign exchange and local currency.
 

i. 	Include a list of construction units and the quantity of each which
 
will be retired from the existing electrical system. The contractor
 
will bid this work on a unit basis and will return all retired
 
materials and equipment to a designated PLN warehouse for credit.
 

J. 	Include a list of materials and equipment for construction units
 
to be retired and assign appropriate values for each item. This
 
will become the basis for a settlement between PLN and the con
tractor for retired materials.
 

k. 	Include a provision in the IFB permitting the contractor to return
 
to PLN for credit, when the rehabilitation is completed, reasonable
 
quantities of new construction material and equipment purchased
 
expressly for this rehabilitation; PLN will purchase this material
 
if in good condition, at the demonstrated cost to the contractor
 
for the material delivered to the on-site warehouse.
 

1. 	Include a provision that all loss and br-akage of materials and
 
equipment handled by the contractor from whatever source shall be
 
for his account.
 

m. 
Provide for the contractor to inspect and accept responsibility
 
for materials:
 

(1) Purchased by the project engineer for PLN's account
 
(2) Purchased by PLN with local currency
 
(3) Presently incorporated in the existing electric systems and
 

designated by the engineer for reuse or return to PLN's
 
warehouses.
 

2. 	Evaluate bids, make recommendation for award of the contract and assist
 
PLN in obtaining the approved contract.
 

D. 	Construction Contract Supervision
 

1. Release the final specifications for a city or section of a city to
 
the contractor on a timely basis to coordinate with the availability
 
of construction materials in accordance with the critical path analysis.
 
Other releases will follow on such a schedule that construction will
 
not be delayed.
 

2. Supervise construction of generating plant additions and modification
 
of AEG gas turbine scheduling, this work to coordinate with the re
habilitation of the distribution system and possible transmission
 
rehabilitation by other contractors.
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3. 	Supervise rehabilitition of the distribution systems, coordinating

the work of the coitractor to maintain as 
good service to the customer
 
as possible; also ,.ai:itain street lighting capability as far as
 
possible.
 

4. Supervise changing customer service voltage from 127 volts to 220 volts.
 

E. 	Inspection, Final Inventory and Contract Closeout
 

1. 	Furnish engineering inspection services on a daily basis during the
 
entire period that the contractor is working to assure that all work
 
is fully in accordance with the plans and specifications.
 

2. 
Test and accep.t each section of the distribution system as the
 
contractor completes it and turns it over to PLN for operation.
 

3. 
Run final acceptance tests and make evaluation as appropriate on new
 
generation equipment before recommending final acceptance to PLN.
 

4. 	Maintain a cumulative inventory of construction units installed and
 
accepted.
 

5. 
Correct all key and detail maps and drawings as the construction progresses.
 

6. 
Complete the final inventory of the rehabilitated distribution system

and the final key and detail maps within 30 days after the contractor
 
completes work on each city distribution system. All final documents
 
must be presented to PLN in such shhpe and detail that it can be used

for operating the system and as 
part of its continuing property records.
 

F. 	Training
 

1. 	Prepare a training program and furnish the personnel to train PLN
 
employees as follows:
 

a. 	Develop an engineering training capability
 

(1) Requirements of the safety code.
 
(2) Design of standard construction units.
 
(3) Distribution system design to carry projected loads.
 
(4) Voltage regulation and sectionaling of distribution
 

and transmission system and application of relays.

(5) Construction supervision practices.
 
(6) Preparation and use of implementation schedules.
 
(7) Construction inspection
 
(8) 	Keeping of running inventory of construction units and
 

updating of construction maps.

(9) Making acceptance tests, final inspections, and final inventory.


(10) 	 Other training as may be agreed upon by PLN and A.I.D.
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2. 
The 	IFB covering the construction contract will include a training

requiremen 
to the extent consistent 
with services provided,in:
 

a. 	Hot line work
 
b. 	Safety
 
c. 	Distribution system operations and maintenance
 
d. 
Ordering, receiving, and accounting for utility materials
 
e. 	Maintenance of diesel generating units.
 

G. 	General
 

1. 
The 	engineer will prepare additional construction drawings from time
 
to time as may be necessary to facilitate completion of the rehabilita
tion project.
 

2. 
When the engin eer cormpletes his services under this contract, he should

leave the PLN/ Xi %ing department as a going concern complete with
A 

engineering equipment, facilities, drawings and standards for continuing
 
growth.
 

3. 
The 	engineer should develop a workable system of cost estimating for
 new work and cost allocation for compelted work which will have continuing
 
value to PLN.
 

4. 	The engineer will turn over to PLN at the completion of his contract

all records, maps, drawings, and reproducibles which were used in
 
connection with this rehabilitation project.
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Attachment II
 

Annex 2 B
 

SCOPE OF WOHK FOR GENERAL CONSULTANT
 

I. Objective 

To provide PLN Region X with:
 

a. 
General engineering and management service including the identification
and development of future projects and advising and assisting PLN in

the implementation of new and ongoing projects.
 

b. Technical assistance
 

c. On-the-job training
 

d. Coordination with IBRD management consultant.
 

The assistance and training will be to build up in the local PLN officers
and their staff, both confidence and competence in the most efficient and
proper management, administration and operation of their power system and
facilities. 
 The primary objective will be to establish self-sufficiency

of PLN hw:ion X personnel in utility management and system operation and
 
maintenance practices.
 

!. Statement o' Work
 

1. 
To provide general engineering guidance and consulting services
 
associated with problems as may arise during the term of this contract.
 

2. 
To supply technical assistance and on-the-job training through the
provision of fully qualified personnel of long standing experience

in their field of specialization, to work directly in the offices,
plants and shops of PIM with the counterpart personnel who are
responsible . )v thie various phases of management and/or operatiozs

of the power system.
 

3. 
To develop and carry through specialized programs of instruction in
those particular phases of utility administration, management, operation,

mainter .ice, etc., 
as may be determined to be desirable.
 

4. 
To coordinate all phases of general consultation, technical a:sistance
and training in management and operations with that of the IBF'D 
(World
Bank) in order to implement the procedures being established by the PLN
 
Central Organization.
 

5. 
To cooperate with the rehabilitation project engineer (or engineers)
in scheduling availability and utilization of PLN Region X personnel
and to coordinate with the project engineer the various job related
training activities that the project engineer and the general consultant
 
will conduct.
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6. Plan and arrange for U.S. and third country participant training.
 

III. Personnel Requirements
 

It is estimated that a team will be required comprised of reasonably
long term personnel supplemented by shorter-term assistance as needed.
The 	consultant shall plan for provision of expertise for varying time
 
periods in the following areas:
 

1. 
General utility engineering capability to provide general consulting
advice to PLN Region X and to accept responsibility for guiding the
selection and coordination of project development and the initiation
and Oupervision of the technical assistance and training program. 
It
should also include responsibility for coordination of this work with
that of the IBRD management assistance team.
 

2. 
General utility management capability to provide direction and
assistance to PLN Region X in establishing methods and procedures
for effective utility management and operation. 
Note: Personnel
having expertise and long experience in the field of utility engineering

and management should act as team leader.
 

3. 
Power system operation and load dispatching with responsibility for
the instruction of PLN Region X personnel in the most desirable and
efficient scheduling and operation of the Central Java Power System.
 

4. Utility system accounting with responsibility for setting up the
methods and procedures to be followed and to instruct PLN staff in
the utilization of sound accounting practices, and in proper records
management. 
 This training effort should be closely coordinated with
the IBRD to implement the procedures being established in the Djakarta
 
area.
 

5. 
Parts management and handling with responsibility for the establishment
of a program for proper warehousing, handling and accounting for spare

and replacement parts.
 

6. 	Distribution system operation, maintenance and minor expansion or
extension. 
This area would include the instruction and training of
PLN staff including distribution system supervisors and linemen and
service foremen together with their crews.
 

7. 
Diesel plant operation and maintenance with responsibility to work with
and train PLN power plant personnel in solving day-to-day plant operating
problems, routine and major overhaul programs and to provide training
in the effective application of preventative maintenance.
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Attachment III
 
Annex 2 B
 

Participant Training in thc Jnited States or Third Country
 

It is conttmplated that OL --t2.-j b training of key PLN personnel in the 
United States or Third Country sniould approximate the types and numbers 
listed below if optimum bunefits of this type of training are to be 
attained. However, the availability of personnel for such training 'ill
 
be dependent in large part on English language capability and on the ability
 
of Exploitasi X to release kcy personnel for extended periods. Therefore,
 
an element of flexibility must be maintained in the scheduling of such
 
participants. It is considered highly probable that intensive English
 
language instruction must, in some cases, precede training and the General
 
Consultant should take this probability into consideration in planning and
 
scheduling the training program. With the foregoing reservations, the
 
following participant traininp is recommended:
 

1. 	Two Chief Plant Superintendents. The program for each of these men
 
should include on-the-job training in the operation and maintenance of
 
gas turbine generating units at a relatively small utility company for
 

a period of approximately five months. This should be followed by an
 
additional training period of at least one month in the construction,
 
operation and maintenance of diesel generating units.
 

2. 	Two Production Plant Superintendents. On-the-job training in the
 
management, operation and maintenance of generating plants at one or more
 
small utilities having substantial generating facilities is recommended.
 
The overall period of training should approximate six months.
 

3. 	Three Accountants (Utility). The training period for each of these men
 
should include a six-month working assignment with a utility having
 
generation, transmission and distribution functions. Specific on-the
job training should include familiarization with the FPC uniform system
 
of accounts, material ordering and control procedures, and billing,
 
collection, and customer-accounts practices. In addition, each trainee
 
should take a utility-type bookkeeping course.
 

4. 	One Equipment and Supply Management and Control Superintendent. This
 
trainee should be scheduled for a six-month working and on-the-job
 
training assignment with an electric utility company. Training should
 
be focused on procurementprocedures, warehousing, inventory accounting
 
and control, and requirements planning.
 

5. One Systems Operation Superintendent. An on-the-job training assignment
 
of at least four months with an electric utility company is recommended.
 
Special emphasis should be placed on the theory and practice of load
 

dispatching, and on the effects of transmission lines as related to
 
load flow and reactive component.
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IiDO:~SLA. 

TEiC-.3 0OF~E~ 

1. The following are Th:r2s of Refercnc2vided (a) ngn- n t 
undcr which would be proconsulting services to assist the development of thepublicly ot:nd elcct:'icity corporation, Perusahaan Listrik iQTeara (PL*1)Indonesia, inand (b) engineer'inZ services for a project to expaiid electricdistribution facilities in the city of Djakarta,of which it is exp..ected will be financed by the 

th3 foreign exchange cost
International Dvelopr:ont

Association.
 

2. The Terms of Reference outlined herein can be considered preliminary with respect to some details. They w:ould be finalized when thecontract for consultirn services is negotiated. 
3. 1'anagemn'5 consulting services are described separately fromengina-rin- services. Iiotita ndin,-, it is realized that a substantialarrmoulu of enginocrjns is involved in the management consulting work andsome of the consulting personnel would be engaged in both management
consulting 
 and eng-ne ering services aspects. 

Naneger.ent Consul.ting Services 

A tea: co-. )osed of three or four senior consultants with a background of electric utility r.anagement experience in organization, engineering including distribution, finance and .anagemant .ould be resident inIndonesia for a period presently estimated to beThe resident tean w;ould be 
of the order of t.o y-ars.supplemented from tizewee!ks to time for severalor rcnths b:- eX.erts from the consultants' headquarters, to provide
expertise ard ra.npow;er to dealproblems of the organization, 

rith some of the specific functions orfor example, tariffs. A considerable amountof work would have to be done at headquarters, preparing standards for
exanple. 

5. The consulting firi's relationship would be predominantly withPUT, the headc1uarters of which is in Djakarta. In vie.spread service area, of PLN's widesome 
*the center of the 

travel in Indonesia would be involved. Howeve!',consultants' activities, and their office, would becapital city. The in thefirm would also deal with the M.inistry of Public Worksand Pow.er which is responsible, ultimately, for the activities of the po..er

sector.
 

6. The 
nanagerent consultants would have the follow-ing assignments:
(a)advisi a-d assist the mana e:-.ent
affairs; (b) 

of PL! in the conduct of the company'srvie the orgeanization of the pow;er sector and the divisionof responsibility bet!ween the 2inistry, its office of the DirectorateGeneral 0 Pof:er, and PLT; and ira!:e raccr.endations concerning the transfer 
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of f t-to .;to -. ta obetivc of givl.ng it full res
ponsibility for t'hc pD:tcr or, and autonony in the conduct of 
affairs; (c) rovic.; the 2].-:.; .: le'i-tion o''crning the acti'-ities of 
PLi, including the 1965 ,:,i it from thewhich ccncc-ns spcifically, 
standpoint of givin- LUI (i) full r zponsibility for the public power 
sec_-or aAd autonoy" in the conducL of its op2rations, an,! (ii) various 
sp2cific r.s:MnSibilitiOS .:hich it should have to acco.:lish this obj c Live 

(for c:<arple, setting tariff.- nd earning a return on investment), and make 
reconnne.tions conc3 ninP the3 am-2i. .nt, modification and/oi.' consoJiAcion 
of such la:;s considered nece3sary in this connection and in the interest of 
clarlty; (d) rcvic: PLN's internal organization and make recomendations 
concernir: reorganization to enable the utility to function on sound, 
fficient 	 taking into consideration, among other things, such 

problens as the dispersed nature of the territories, limited cozraznication 
facilities, availebility of qualified administrative and technical personnel, 
and the like; (e)undortake to have recommendations concerning (b), (c)and 
(d) above, 7.,hich 2re mutuallr related to some degree, in the hands of the 
Ministry, PIN and the Associaticn not later than six months following sign
ing of the contract for consulting, services. 

7. The consultants ,iould organize and assist with the valuation of 
PLN's ass-zv. PLNr2p.ronle] would undezrake the bulk of this work following 

traiuin2 in the ttc&KiCEus rccquir.d and the provision of appropriate cid
ances by the con-uIt7nts. On the under' .anding that appropriate assistancc 

and cooperation w:ould b2 provided by 7,11, the consultants would tdertake 
to cc,:)otc the vaP dation and rcco: 7.nondations thereto not later than ].E 

months folloing signing of' the contract for their services. I-Thile the in
tention is to make the valution as accurate as possible, reasonable 

assuruptionz. ar! short-cuts should be employed in view; of the fact that the 
prime purpore is to provide a base for accounting, financial, and other pur
poses as quickly as possible. 

8. The consultants would revie.. the following activities, make re
comrr.endations conce1ning their improvement, orgeanize training, and implement
 

appropriate mnthods, functions, and procedures where appropriate, with the
 

objective of putting such fur.tions on a sound, efficient and conventional
 
utility basis as soon as possible.
 

(a) 	Institute the use of modern power operations and
 
system planning techniques and establish a system
 

planning department.
 

(b) Prepare standards for operation and aintenance on 

a system-wide basis.
 

(c) 	Prepare standards for distribution design.
 

(d) 	Institute appropriate purchasing and inventory
 
practices, and policies and methods to implement
 

them.
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(e) Establish a nodern syst.n of uniform accounts andinstitut e thio-, d proccdu0.: to eOnsiorje their 

effective use. 

(f) Institute efficient meter reading, billing andcollection procedures. 

(g) Provide training in financial maner includin
cash flow, f Ci....planining n andand forecasting 
so forth.
 

(h) Review the tariff structures. 

(i) Review tariff levels. 

(j) Review employment practices and employment levels. 
(k) Review the insuraxice policies of PLT. 
(1) Oreanize training prograriis for staff at supervisory, maintenance and operation levels, com

plementing training programs and training schools
which may already exist. 
9. 
 Reference is made to se;Veral items of the preceding paragraph:
(a) The reco :..endations concerning tariff structure shouldbe of a broad nature and of the type generally applicable to regulated utilities. 
The structure should pro..
V1de that revenue should, after all expenses includingInterest and depreciation and to the extent it exceeds
depreciation 
amortization, are 
.et, produce a substantial contribution to.;ards future expansion.tariff levels Therecomzendation should include thespecific levels for various classes of service. 
 In
addition to the valuation of assets, it would be
necessary to prepare profit and loss statpeents inorder to make recommendations 
as to tariff levels.
The consultants uould undertake

commendations to make tariff rew..ithin 27 months of the signing of thecontract for their services (that is within nine
months of submission of their recommendations 
concerning valuation of assets).
 

(b) Recornendations concerning employnent levels andemployn.ent practices would be ver-y important and,In making theni, due consideration should be givento the particular circuistarces in Indonesia. 
10. 
 One of the prime objectives of the consultantsstep-by-step is toimprovements ;uorkc outand to assist inexpected their implementation.that the consultants, suggestions It-is

concerning methods, procedures 
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and praticci ;ould be ge::. y :cd, and :;hcn this is the care, they
should be iae 3s:. racticable. 

1I. One of the ri f,.:tio.. of the consultants u;ould be to improve
FLN Okno: het:' by direct c:.ni., thlt is, meetings, de7nstrations, training
Sess.on5 an. ordinrr 	 Icutin:cz..... %tior.5. reports, ;hile of ir..otance
 
should be brief aad ~>rcto I)tres t~poci e:.parienczJ -rid

their statu:; or 	 :tsoluti,,i. giving reco.-_.en-_.tJons should be tr-:.ed
separate!y nn issued ir:.':2:i:.te_r foll!o:in7 conpletion of the consultants' 
v6rk on the zubject. ::ore precise reporn7 requirements will be established
wIhen the ccntract is negotiated, taking into consideration the consul.tantsvi ews. 

Enineerin;: Srvl'-z
 

12. Fngineering scrvic%-s would be provided in connection with the
 
expansion of the distributien facilities in the city of Djakarta and en
virons. 
 The plans for e,:.ansion are described in the attachment.
 

13. The consulting firm would provide engineering services as follows:
 

(a) 	Review distrclu'iton practices (for Djakarta) giving
par-iculo.r atLic:lon the propriety stanto of present
dardization o. large (3C0 kva & 5CO kva) distribution 
ransformer. rncun-errrou'd cable, ofthe question 

changing the eccnr!.nr-Y distribution voltage level, the 
use of st-.-c capacitors arnd voltage regulations, etc. 

(b) 	 Revie;w the scope, planning and cost estimate of the 
program. 

(c) 	Assistance with dztailed design. as required. 

(d) 	Prepare specifi cations for equipment. 

(e) 	Assist .;ith procurement, including the commercial and
 
techmical valuation of bids. 

(f) Prepare progra.ms and e-hedules for installation.
 

(g) Assist with the organization of the programs for
 
installation, 
Including hiring of contractors.
 

(h) 	Provide, or arrange provision of construction
 
supervision. 

1l&. This assignment will last several years and would be presided 
over by a mana.ger, engineering services, resident in Indonesia throughout.
It is anticipated that hea&u2rters of the consultants -;ould prepare spe
cifications and provide bac-:up for planning and design studies.
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15. Time is of the inasmuche c;senc as distribution iryprovents inDjakart nrca n-2dzd. Before cquI4-,,_%t financed by the A!scc-.ioncen be purcha3ed it T:ilI be necessary to provide specifications suitablefor international co ,pctitive bidding, in accordance.....AsseiaionuTo'-ithen ith the regulationsfor procurc.-'.:nt ~~~t t..eof the,-a Assoation. ToSrr t o kee tho tim.e involved in theirPrenratonn, to ," -h"- rrtgo-onts for thoir re, ie.w" L by PLN shotuldbe rnade az si-?le a3 rossible. 

16. Dtails concerning the handling of documents and other ratterswould be settled when negqtiating the contract. 

October 3, 1969
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ANNEX 3. Project Cost
 
A. Schedule of Costs
 
B. Comparison of Costs with Original Estimates of Feasibility Analysis
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SU4ARY OF COSTS 

3rd Countr- io &l
 

Rehabilitation of Distribution Systems:
Semarang 
Solo 
Jogjakarta 
Magelang 
Spare and Replacement Parts US 

Total 

($000 U.S. Equivalent) 

Lccal Total 

U.S. 

3071 
1555 
1266 
634 
150 

6679 

Foreign Exch. Curren-y 

1206 
603 
4E9 
252 

2550 

TOTAL 

4277 
2161 
1755 

866 
150 
9229 

Substations 800 248 1048 
Distribution Transformers 1190 383 1573 
20 KV Distribution Lines 1450 650 2100 
Secondary Lines & 

New Customers 3089 1269 4358 
Spare & Replacement Parts 150 150 

Total 6679 2550 9229 
Rehabilitation of Existing Generators: 

Diesels 
Hydros 

Total 
Additional Interim Generating Capacity:

Gas Turbine, Semarang 
Three 2 MW Diesels, Jogjakarta 

STotal 

115 
200 
315 

2805 
1510 
4315 

840 
30 

870 

18 
27 
45 

451 
412 
663 

973 
257 

1230 

3256 
1922 
5178 

Generators 3450 680 4130 
Fuel Storage & Auxiliaries 525 183 708 
Spare Parts 340 340 

Total 4315 863 
Tools and Service Equipment: 
Communications Equipment: 
Engineering: 
Technical and Management Consulting Services*: 
Contingencies Against Over-runs: 

Equipment Contingencies 1244 348 

5178 

1592 

150 
200 
1705 
824 

1415 

25 
305 

380 

150 
225 

2010 
-624 
1795 ' 

Engineering Contingencies 171 32 203 
Total 

Inflation 
1415 350 1795 

1192 332 1524 

ESTIMATED TOTAL PROJECT COST 16795 870 4500 22165 
* Participant training 35 
Library 8 
General C~nsultant 781 

824 
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ELECTRIC POWER REHABILITATION PROJECT
 
CENTRAL JAVA
 

,COST ESTIATE 

(Cost.ui, $000 U.S. Equivalent)
 

Revised Feasibility Analysis
Generation 
 Estimate 
 Estimate
 

I - 15 MW gu turbine 
 2,150 2,150
 

fuel storage and pipeline, Semarang 405
405 


spare parts for gas turbine 
 250 
 250
 

3 - 2 MW diesel units, Jogjakarta 1,300, 1300
 

fuel storage'(.Togjakarta) 
 .120 
 120
 

diesel parts 
 90 
 90
 

Rehabilitation Parts
 

diesel plants (US SOURCE) 115
115 


hydro plants (US SOURCE) 200
20.0 


communication equipment 
 200 
 200
 

Rehabilitation Distribution SXstems
 

Semarang 
 3,071 	 2,334 (1)
Substction 
 250 
 "250
 
distribution transformers 
 600 
 600
 
20 KV distribution lines 
 677 
 685
 

, 	secondary lines
 
now Customers
 
rehab. existing cust. services 1,544 
 660
 

.Solo 
 1,558 	 1,086 (1)
substation 
 210 210
 
distribution transformers 
 225-
 225
 
20 KY distribution lines 
 385 
 .350
 
secondary lines
 
new customers
 
rehab. existing cust. services 738 255
 

30 
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ELE TRIC POWER REUABILITATION PROJECT
 
CENTRAL JAVA
 
COST ESTLMATE
 

/ 

(Costin $000 U.S. Equivalent)
 

Feasibility Analysis
 

Estimate
Generation .. Revised Estimate 

Jogjakarta 1,266 1,283 (1)
 

substations 210 210
 
distribution transformers 250 250
 
20 KV distribution lines 267 410
 

secondary lines
 
new customers
 
rehab. existing cust. services- 537 345
 

Magelanq 634 602 (1)
 
substation , 130 130
 
distribution transformers 115 115
 

20 KV distribution lines 121 , 180
 
secondary lines
 
new customers
 
rehab. existing cust. services 268 .150
 

spare system transformer 50 50
 

parts for maintenance 100 100
 

line trucks, pickups and tools 150 150
 

technicil assistance and training (inIndonesia)* 824 650 (2) 
including library of reference material on 
American Power stds. etc. a 

engineering 1,705 1,445 (3)
 

contingency 2,607 2,070 (4)
 

Total anticipated U.S. dollar cost 16,795 14,600
 

for project
 

Local currency equivalent costs 4,500 4,500
 

Total Funds required 21,300 19,100
 

Amount of the A.I.D. Loan 16,800 14,600
 

* Participant training 35 
Library 8
 
General Consultant 781 31 
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ANEX 4. Organization of the Electric Power Sector 
A. Ora,.LizLtion C,;-rt!; for the Public Power Sector 

1. Department of Public Works and Electric Power
 
2. Directorate General of Electricity and Power
 
3. PLN District X
 

B. PLN's Current Borad of Directors and Management Staff
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ANNEX 4 
B. 

Current Board of Directors and Management Staff 

Director General of the
 
Directorate General Electric & Power 
Ir. A. M. Husni 

Indra Karya 
State Company 

Widjaja Karya 
State Company 

State Gas Company 

I* itute of Power Research 

iresident Director of P.L.N. 
Ir. Amir H. Abdillah 

Secretary to the President Director Director of Commerce 
Ir D. Tombeg Ir. Abd. Kadir 

Internal Accountant Finance & Budget Division 
R. A. Atmadibrata Sjahrudin A. 

Organization & Personnel Director Bookkeeping Division 
Ir. Dudung J.S. Suroto S. 

Organization and Personnel Division Economic Division 
A. Sjafiullah Drs. A. Riadi 

Personnel Administration Division Director of Construction 
CH. J.H. Tanod Ir. R.M. Iman Darmono 

Internal Division Project Supervision Division 
Ir. Pudjantoro R. Jusuf B. Sc. 

Operation & Logistic Director Project Planning Division 
Ir. Tjahja Wibisana Ir. Mualim Pramono 

Operation & Technical Division Administration Project Division 
Ir. Sabarto Supena W. 

Logistic Division 
I.J. Rumondor 

Electric Engineering Section 
Ir. Ria Simatupant 

Technical lnspector Mechnical Engineering Section 
L. Andries Ir. Arsi Sigid Prawiro 

Import Division Civil Engineering Section 
Ir. Oei Hwie Tjwan Ir. Mutomo 
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ANNEX 5. Technical Exhibits 
A. 	Existing Facilities
 

1. 	Location of Main Public Power Generating Facilities in Indonesia
 
2. 	Diagram of Transmission and Distribution Networks in Java
 
3. 	Public Power Generating Capacity
 
4. 	 Tabulation of Existing Distribution Facilities - Major Load 

Centers of the Tuntang System
5. 	 Source of Power Production - Tuntang System 

B. 	Rehabilitation Program
 
1. 	Indonesia live-Year Development Plan, Public Electric Power
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iii INDONESIA 
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INDONESIA 

DJAARTA 

12kv, 
.1A VA 

DIAGRAM OF 
30kv, 70kv AND 150kv NETWORKS 
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Elct,.rty Distribution Project , D nuakartO
 



INDOjESIA 

Public Power Generating Capacic
(as of June 30, 196o) 

PERUSAJAN LISTRIK NEGARIA (PLN) 
REGIONS 

I NORTH SUMATRA (.edan) 

II SOUTH SUMATRA (Palembang) 

III WEST KALIMANTAN (Pontianak) 

IV NORTH, CENTRAL & SOUTH KALIMANTAN 
(Bandjarbaru) 

V NORTH SULAWESI (Manado) 

VI SJUTH SULAWESI (Makassar) 

VII MALAXU (kmbon) 

VL1I NUSA TENGGARA (Denpasar) 

I EAST JAVA (Surabaja) 

A CENTRAL JAVA (Semarang) 

XI EAST WEST JAVA (Bandung) 

XII WEST WEST JAVA (Djakarta) 

XIII ATJEH (Banda Atjeh) 

XIV WEST SUMATRA (Padang) 

TOTALS 

Number 

of 
Stations 

19 

10 

8 

10 

8 

8 

6 

21 

25 

28 

11 

11 

9 

23 

197 

Hydro 
Units 

2 120 

2 1,320 

- -

-

4,44O 

-

. 

15 42,722 

14 42,300 

27 182,952 

6 33,675 

-

1 - 70 

68 3o7,599 

Number of Units & Installed Capacity 

Steam Diesel 
twUniskw 'Units kw 

- - 75 24,245 

- - 30 21,206 

- - 17 4,32? 

- - 26 
7,842 

- - 16 2,932 

- - 18 14,457 

- - 29 4,292 

- 58 6,513 

6 59,482 59 20,567 

- - 61 21,593 

- - 10 2,614 

6 62,700 37 36,861 

- - 27 3,742 

6 3,012 53 10,325 

18 125,1911 516 181,511 

Gas Turbine 
Units kw 

1 12,250 

1 1 -50 

- -

- -

- -

- -

- -

- -

- -

1 12,250 

- -

- -

- -

z-

3 36,750 

Total 

Capacity 
kw 

36,615 

34,776 

4,322 

7,842 

7,372 _ 

14,457 

4,292 

6,513 

122,771 

76,143 

185,566 

133,236 

3,742 

13,07 

651,054 

PAYi12, 19 
Taker. from IBRD Report No. PU-18a 
Electricity Distribution Project, Djakarta
 



MAJTOR CITIES. TUTANG STSTFM 
EXISTING DISTRIBUTION 

JANUARY 1969 

ite. LOCATION NO.( 
DISTR 

STATIONS 
-

NO,CI 
DIMTR 

TRANSWORMFS 

TOTAL 
CAP. 

(KVA) 

LENGTH CI CIRCUITS 

6 KV 127/220V
(Miles) (Miles) 

Steel 

NO. OF POLES 

Wood Concrete oth.?1 TOher 

1 

2. 

5. 

4. 

Srang 

Solo 

JogJakarta 

!kg&lang 

166 

7?. 

104 

26 

201 

77 

118 

26 

23,532 

7,550 

11,827 

2,115 

96.08 

41,01 

50.16 

12.42 

174.99 

1134 

101.75 

54.2 

5;714 

4,095 

2980 

1,517 

1,586 

854 

1,959 

211 

48 

12 

-

-

417 

52 

493 

15 

7,765 

53,01 

5412 

1,543 

Total 373 422 45,005 199.67 424.57 14,106 4590 60 977 11i753 

OTE: Above distributian IncludCs only that located within 
the major city areas (T'xeludes long 6 KV distribution feeders
extenling from the major cities to supply suburban villages) 



YEAR 

KUDUS 

1961 .7 

1962 .9 

1963 1.0 

1964 .8 

1965 1.3 

1966 1.3 

1967 1.9 

1968 .6 

POWER PRODUCTION E'_" THERMAL GENERATION 

TUNTANG POWER SYSTEM
 

(KwH X 106) 

DIESEL PLANT 

SEMARANG JOGJAKARTA 

19.6 11.5 

20.5 15.6 


10.7 7.9 


4.9 4.1 


6.1 6.2 


9.1 11.4 


8.8 8.3 


3.5 7.1 


PLANTS 

GAS TURBINE 
NE PLANT 

2.0 


TOTAL 

THERMAL 


31.8 


37.1 


19.6 


9.8 


13.6 


21.8 


19.1 


13.2 


HYDRO 
ELECTRIC 

-

-

-


146.2 


117.5 


136.2 


138.5 


168.9 


TOTAL 

-

-

-

156.o
 

131.1
 

158.0
 

157.6
 

182.1
 



FACILITY 


Surveys and Consulting 


Construction ofGeneratin? Stations 

.am' Kanan Hydro 
Kara-g Kates Hydro (Multi-Purpose)
Garung Hydro 

Batang Aga:-n Hydro 


Asahan Liver Hydro 

P-iok Ternal Station (ExFtnsion)
Semarang Thrn a. Station 

:sdan Tnerr.al Station 

Makassar Thermal Station 


Palembang Thernal Station 


Sub-Tota - Generation 

Transnission 

Distribution 

Rhabilitation of Diesel Power Plants 

TOTAL 

:ote: I,,-port duties and sales taxes 

:!ay 12, 1Q69 

ANNEX 5 

'NDONESIA 

Public Electric Power

Five-Year Developnent Plan,1969-73

(Thousands of US$ Equivalentj 

C 0 S T FOREIGN ASSISTAiCE 

Capacit Period Locai ForeignComponent Co onent Total Amount 

1967-73 2,100 5,500 7,600 5,5o00 

20 W 1969-72 9,500 7,600 17,100 7,60070 WI 1969-73 3,600 10,800 14,400 10,80020 K4 1969-74 1,050 7,500 8,550 7,500
i0 MW 1969-73 850 5,000 5,850 5,000 

460 1 ALfter 1,200 13,500 14,700 13,5001973 


100 MW 1969-72 10,900 
 12,000 22,900 
 ikC in60 wA 1969-73 8,900 10,000 18,900 lu,OOO 

25 MW 1969-73 7,lt 7,000 14,103 7,00025 MW -1970 1,700  1,700 
 -

25 MW -1971 6,000 
 - 6,000 -

50,800 73,400 124,200 73,400 


1969-73 
 6,5)0 25,000 31,500 
 25,000 

(Including for West Java 
an amount of 5,500) 

1969-73 8,500 76,000 8,500 76,000 

(Including for West Java an amount of 47,500) 

196973 4,oo 9,600 13,900 9,600 

72,200 189,500 261,700 189,500 


not included in estimates. 

Ta3k n from IBRD Report No. PU-18a 
Electricity Distribution Project, Djakarta 43 

Origin 

Japane-i and other 

sources 

Japanese
 
Japanese
 
Being sought.
 
Projoct still under
 

cons ide ration.Total cost estimated 
at US$70 million
 
equivaleit; oroject 
would only go ahead 
in conjunction with 
establish eratalumi
nuIMsmeltetr, and 
venture is in earlyexploration stag-a. 
Japanese 
Possible US - :;Ices

sity for station not
 
Assistance sought.
 
Near completion,
 

Yugoslav credit
 
financed equiomrent.Comnletion 171; 

Yugoslav credit
 

financed equinmin*.
 

Witn respect to
 
transmissiun, dis
tribution and diesel 
stations wark in s39 
is undemay with sxe 
assistance from US,
Czechoslovaka, ., 

France and the Nether
lands. US$15,000,coO
oroposed IDA c:-edit
 

will provide for sore
of future require
ments, but most of
 

foreignrequired assistance
remains to 

be obtained or nsgo

tiated. 

http:Tnerr.al
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ANNEX 6. Load Forecasting 

A. :xi3ting Data
 
i. Per Capita KWH Consumption Among Asian Nations
2. 
Number of Customers, Connected Loads, Energy Consumption and


Revenues 
- Major Load Centers - Tuntang System

3. 
Average Revenue, KWH Consumption and Unit Cost of Energy 
-


Tuntang System - 1968
 
4. Customer Waiting List 
- Major Load Centers - Tuntang System 5. 
Electric Power Production - Tuntang System
 

a. 
graph of average annual production
 
b. bar graph of monthly production
 

B. Projections -
Tuntang Power System Load Projections
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A.
 

ELECTRIC SUPPLY UTILITIES AND SELF GENERATING INDUSTRIES* 

1965 

Country Per Capita Generation kWh 

Afghanistan 14.8 
Australia 3,100.0 
Brunei 799.0 
Burma 
Cambodia 
Ceylon 45.3 
China (Taiwan) 533.0 
Hong Kong 717.5 
India 76.5 
Indonesia 14. 3 
Iran 50.0 
Japan 1,960.0 
Korea, Republic of 113.5 
Laos 6.1 
Malaysia: 

States of Malaya 246.0 
Sabah 95.5 
Sarawak 58.8 

Nepal 1.9 
New Zealand 3,950.0 
Pakistan 3h.1 
Philippines 152.6 
Singapore 563.0 
Thailand 46.0 
Viet-Nam, Republic of 33.7 
Western Samoa 58.0 

*Taken from Electric Power in Asia and the Far East United Nations 1961-1965.
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AVE. RE-VENUES, AVE. KzH USED AND AVE. UNIT C.)ST OP ENFRY 

TUNT.".NG SYSTEM -

DESCRIPTION -UNIT SE4ARU.1G SOLO JOGJAKARTA MAGELiJcG TOTAL AVER .cM 

1. Averape Revenues 8 
custoner 

Domestic
Commercial 
Industria! 
Other 

" 

" 

7.23 
77.0 

460.75 
165.50 

6,63 
63.75 
21010 
193.60 

5.12 
65,20 
39.10 

255.30 

5.83 
64.20 

251.80 
74.50 

7.03 
70.03 

355.30 
137-50 

" 
'W 

II. Average {*n
used 

KWH 
austomezi 

Domestic 
Commercial 
industrial 
Otherz 

"1, 

" 

.716 
20 

14,920 
7,300 

666 
1550 
6,300 

I0,350 

767 
1,590 
12,900 
4,200 

395. 
1,673 
9,050 
9,425 

673 
1,635 

12,050 
9,00 

III. Average price $/WH . 
o0"eno6rgy 

Domestic 
Corercial 
industrial 
Others - " 

0.0117 
0.0 I 5 
0.0291. 
0.0213 

0.3105 
0.0424 
0o0311 
0.0193 

0.0106 
0.0407 
0.0311 
0.0202 

0.0147 
0.0303 

0 

0o0019 

0,0105 
0.0421 
0.0295 
6.0195 

http:TUNT.".NG
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B-ANCH & SUB 

S18RA. 

ERA.4%rH 

CUSTO-R tITi...N. LIST 1968 
TWNTANG SYSTE-I. 

COi.lECTIAL/DCo,.MSTIC 

RD. KVA U0. 

0f356 4o9156 i70 

IDUSTRY 

KVA 

6,98166 

TOTAL 

NZO. KVA 

11,9"3.6 , 

2. 

3. 

4. 

JOGJAKARTA 

HAGELNMG 

SURAUKARTA 

3.586 

3,725 

7,1,66 

1,2414S2 

2_1.62. 2 

862J.2 

4.3 1,O13 

39561, 

363 

7,514 

2,73.-

2,31-.2 

3,10.2 

t 

IVITAL 33,133 9,954.4 451 9, PIP- 33,58 19,166.4 

SOURCE: 

AN"jAl, REPORT 1968 

PLN DISTRICT X 
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ANNEX 
7. Revenues
 
A. evenues1. Summary of PLN Earnings2. for 1967 
and 1968
Summary of Revenues of Tuntang System for 1968
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.ANNEX.7 

INDONESIA A-

Summary by PLN of Estimated Earnings 1967 and 196 

(In thousands of Zupiahs) l/ 

Operating Cost
 

Fuel and lubricating oil (inclu- 1967 19681967 1968ding transportation charges) 
 773, 455 2,222,85 

Labor cost 589,172 1,519,658
 

Repair and maintenance 
 1,3C5,980 
 751,030
 

11iscellaneous 
298,302 1,040,608 

2,966,909 5,534,141
 
Caoital burden 
 291,736 
 553,414
 

TOTAL OPERP.TING COST 
 3,258,645 
 6,087,555
 

Revenues
 

Sales 

2,241,833 
 4,944,189
 

Other revenues 
 90 613 623,660
 

TOTAL REVENUES 
 2,332,446 5,567,849
 

Balance
 

Operating costs minus Revenues 
 926,199 
 519,706
 

NOTE: 

1. 
The 1968 financial account is based on the realization figures of the
first half year and the estimates for the second half year.
 

2. The current kwh sold in 1968 are estimated at 1,246,504,000 kwh. 
3. The deficit of Rp. 519,706,000.- is partly covered though deferred
 

import duties, the amount of which is estimated at Rp.200,C0,OO.-.
 
4. 
The 1967 account is based on the realization figures of the first
 

half year and the estimates for the second half year.
 

I/ The value of the Runiah declined from about 90 to US$1 .OC at the endof 1966 to 326 to US$1.00 at the end of 1968. 

Taken from IBPn Report No. PU-18a
 

Electricity Distribution Project, Djakarta 
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DESCRIPTiON 


IV. Reovcnues 

Domostic 


Coy orcial. 

Industrial 


Others 

Total from sales 


Other incomes 


TOTALS: 


Conversioi rate 


S31.-MRY OF RlEVENUES 

( THOUSAND 

TUNTANG SYST2I 

OF DOLLARS ) 

1968 

UNIT SEMARANG SOfLO JOC-JAKARTA I4AGELANG. TOTAL SYSTE74 

390. 

214 

347. 

196 

182 

103 

82 

72 

15 

56 

65 

122 

81 

33 

34-

3.6 

798. 

406" 

528 

406. 

1,147 

52 

- 4439 

20 

368 

19 

164 

23 

" 2,138 

1,199. 1 5 407 187 J 2,252 

Rps. 32F. $100 iJ0S* 
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ANNEX 
8. Rate of Return Analysis 
. Economic Conditions 
B. Rateof 

in Central JavaRturnComputation 
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ECONOMIC CONDITIONS IN CENTRAL JAVA
 

The Central Java area includes a present population of about 25.2 million.
 
The population density averages about 650 persons per square kilometer, but
 
densities throughout the arable and urban portions of the region are
 
considerably higher. 
The major force is estimated at 
over 7.4 million.
 

The area is the cultural center for Indonesia, includes a substantial
 
portion of the nation's coll-ges, libraries, 
and centers of learning, and
 
literacy is rated between 45 and 50 percent, comparable with that throughout
 
Indonesia. 
Existing secondary and higher education facilities in the area
 
are inadequate but probably comparable with the rest of Indonesia outside
 

Djakarta.
 

Agriculture is the principal activity in Central Java with about
 
two-thirds of the population employed in this sector. 
The area includes
 
21 percent of Indonesia's rice hectarage and about 16 percent of its total
 
land devoted to agriculture. The 
area is particularly important in major
 
non-rice cash crops suitable for processing and packaging. 
This will
 
provide important opportunities for small processors of agricultural pro
ducts when adequate electric power is available. 
Sugar is the principal
 
estate crop although tobacco and rubber are also important.
 

A 1964 manufacturing survey estimated that approximately 28 percent
 
of Indonesia's large or medium sized manufacturing establishments 
are
 
located in this area. 
There are about 1,000 of these firms employing over
 
116,000 persons. 
Principal activities include food processing, textiles,
 
rubber processing, tobacco, metal fabrication, printing, and transportation 

services. s 56 



Page 2 

Transportation is in need of substantial improvements but is 
as
 

good as elsewhere in Indonesia. Solo and Jogjakarta and Semarang lie on
 

major trans-island roads. The roads are in need of rehabilitation but are
 

comparable with other major highways throughout Indonesia. Cross-island
 

highways in this area are among the best in the country. There is need
 

for vast expansion in the transportation fleet but substantial improvements
 

are being made in this area. There is also rail service to Solo and
 

Jogjakarta. Semarang has a good but shallow bottom harbor. 
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ANEX 8
 

B.
 

RATE OF RETURN COMPUTATION
 

Measurable direct benefits from the project include (1) savings in
 

distribution losses resulting from improved facilities and operation; and
 

(2) value added through capacity to deliver increased energy to consumers.
 

Savings in losses have been taken to mean the decrease in distribution
 

losses under improved operating conditions which would occur in delivering
 

the same 
level of energy which was generated in the year of greatest actual
 

KWH consumption to date (1968). 
 Thus, all capabilities beyond that level
 

which may be made possible through a reduced rate of loss will be considered
 

as value added. 
Savings in losses have been valued at 1.0/KWH, the average
 

fuel cost per KWH for ther-! .-'-eration. This is a conservative assumption
 

which under states their value.
 

Value added through new energy available for sale would be, if a
 

realistic rate and operating cost structure pertained, marginal revenues
 

anticipated less marginal operating costs. 
 Since the present rate structure
 

is unrealistic and will not remain, and since current operating practices
 

leave room for major increases in efficiency, some of which will result from
 

t)-.s project, we have assumed values rather than any actual data. 
These
 

are explained below. 
Value added has been taken to be the value of the
 

new KWH's energy based upon expected average future revenue/KWH less the
 

marginal increase in fuel costs to achieve the increase in energy
 

generated above prior maximum actual production (1968). No deduction has
 

been made for cost increases associated with maintenance, labor, and
 

general administrative expenses. 
 These are assumed bo be capable of
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rationalization within the self-help measures, including the revised
 

tariff schedule, and the resultant costs which would be attributable to
 

service to incremental consumers are not expected to be significant. The
 

numerical analysis appears in the attached table.
 

Assumptions:
 

1. The rupiah price of local services in Indonesia fairly states
 

their economic value.
 

Given the labor surplus in Central Java and widespread
 

unemployment, this cost is probably overstated. Two exceptions are rupiah
 

payments for transport because of the scarcity of transport facilities in
 

Central Java, and managerial and technical services which are in short
 

supply. For the latter, the value added through technical and management
 

assistance provided under this contract should be more than offsetting.
 

2. Determining the criteria for maximum actual production for the
 

existing system.
 

Maximum actual production of 182.1 x 106 KWH occurred in 1968. 

However, this was a year of plentiful water in which a somewhat improved 

rule curve was used for Rawa pening Lake, making available sufficient 

water to general 168.8 x 106 KWE (92.8%). If these figures were used 

thermal fuel costs would be severely understated in comparison to average 

costs for the system under existing conditions. More importantly marginal 

fuel costs would be severely understated by the more than offsetting 

result that increased hydro-electric energy available from so large a base 

would greatly reduce need for further thermal generation. Accordingly 

the following assumptions were made. 
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1. 	Total energy produced was 182.1 KWH. 

2. 	Hydro-electric energy accounts for 80% of this level. 
 This is
 

a conservative assumption based upon an historical average of about 86%.
 

3. 
The remaining 20% would be produced through thermal generation
 

at an average cost of l.0/KWH.
 

3. 	Future Hydro-electric Generation.
 

Hydro-electric capability will be increased in two respects: 
 (1)
 

an 
improved rule curve will make more water available almost immediately
 

for passage through the penstocks; and (2) rehabilitation of the tunnels
 

and associated equipment will increase generating capacity by 2.0 MW.
 

With the consultant's concurrence, we have assumed that an
 

improved rule curve will increase energy production by 15% beginning
 

January 1971, and that the new peak capacity would be available June 1972
 

with a further cumulative benefit of 10%.
 

4. 	Fuel Costs for Marginal Consumption.
 

Fuel costs for marginal consumption have been determined by plotting
 

all anticipated KWH generation for the year by source of generation (hydro,
 

thermal burning IDO fuel, and thermal burning HSD fuel). Maximum use of 

hydro has been assumed at no fuel cost, thereafter maximum use of HSD
 

burning units (only the Kudus units and the existing gas turbine have been
 
with
 

include)/the use of HST) burning units for the remainder. 
From this cost 

is substracted the cost for maximum actual production for the existing 

system on the assumptions in #2 above. 

This assumption is not conservative in two respects: (1) that 

maximum use will be made of the most efficient units; and (2) the average 
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fuel cost for the gas turbine burning IDO will be the average cost for
 

the system reduced by the cost saving in using IDO. 
 Since the gas turbine
 

unit is expected to be used for a major portion of the time, and to be
 

operated at close to full capacity when used and since a conservative
 

estimate for KWH proauction from the Kudus plant has been used, the first
 

assumption is reasonable. The second assumption understates the cost of
 

operating the gas turbine on IDO fuel. 
 However, there are other thermal
 

units which operate at below I.00/KWH and there is room for considerable
 

saving in average fuel cost below the I.0/KWH for remaining thermal. No
 

reduction in this area has been taken until 1973 when the new gas turbine
 

and diesel units (all burning IDO) will be on the line, and then only a
 

conservative saving is estimated.
 

IDO fuel is currently 35% cheaper than HSD. Therefore, the Kudus
 

diesel units and the existing gas turbine (after 1970) have been assumed
 

to have an average fuel cost of 0.650/KWH. After 1972, the marginal cost
 

of thermal production is assumed to decrease from 1.0 to 0.80/KWH.
 

5. Average Value per KWH Available for Sale.
 

An average value of 2.60/KWH available for consumption has been
 

assumed. 
This value is only 50 percent higher than existing average
 

revenues and is less than the average revenue now received from industrial
 

users. 
 It is exoected to be comparable, perhaps conservatively, with the
 

average revenue which will result when new tariff schedule are put in force.
 

For the current system, the average price/KWH delivered is about 1.70/KWH,
 

but the longest consumption is by small limiter service who pay 1-1.250/KWH.
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Metered residential users pay 2.50, industrial users about 30 and
 

commercial users about 4.70/KWH.
 

Losses
 

Losses in transmission have been about 9 percent and this level
 

has been retained throughout this analysis. Distribution losses are
 

estimated to decline from 22% to 7% by the end of the rehabilitation
 

period. We have assumed that the 7% 
level would not be achieved until 1975.
 

7. Growth Projection
 

The consultant has projected a conservative increase in assumption
 

through 1975. 
We have assured this level of growth, but no increase in KWH
 

consumption beyond the 1975 level. 
 This is a very conservative assumption
 

and one which is ill suited to power systems, because it is essential to
 

their operation and an element of utility financing that future growth
 

continue. It is particularly damaging here because the distribution
 

systems are being rehabilitated to acccmmodate many times existing load
 

levels, with a cost component but no benefit included in the calculation.
 

However, benefits at the 1975 levels are assumed to continue
 

indefinitely for purposes of a discounted comparison, although this
 

assumption is not conservative, using a 12% discount rate the difference
 

in present worth would only be minor if the anticipated service life for
 

the equipment were used.
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IActual 
 Projected
(KWH x 106) 1964 1965 1966- 1967 1968 & 1969 1970 1971 1972 1973 1974 1975

1. KW-. Produced at Major Centers 
 17-.2 117.5 13-6.2 138.5 168.8 18-3.l 1-?5 03. 233.5 259.0 283.1
2. % Losses in Transmission 
 9.0 9.0 9.0 9.0 9.0 9.0 9.0 9.0 9.0 9.0 9.0
 
3. % Losses in Distribution 
 22.0 22.0 22.0 22.0 22.0 
 21.0 19.0 14.0 10.0 8.0 7.0
co4. % Losses Total 
 31.0 31.0 31.0 31.0 31.0 30.0 28.0 23.0 19.0 
 17.0 16.0

5. Maximum KWH Actually Generated 
 182.1
 
. Losses for Service to Major Centers 
 45.3 36.4 42.2 42.9 52.3 54.9 52.8 46.8 
 44.4 44.0 45.3
7. KWH Consumed at Major Centers 100.9 81.1 
 94.0 95.6 116.5 
 128.2 135.7 156.6 189.1 215.0 237.8
8. Maxumum Actual Consumption at Major Centers 116.5 116.5 116.5 116.5 116.5 
 116.5 116.5
9. Losses under Actual Conditions (31%) 
 52.3 52.3 52.3 52.3 
 52.3 52.3 52.3
10. Losses at this Level for Projected Rate 
 52.3 49.9 45.3 34.7 
 27.3 23.9 22.2
11. Savings in Losses 
 0.0 2.4 7.0 17.6 25.0 28.4 30.1
12. Value of Savings in Losses 1.0/KWH ($000) 
 0.0 24.0 70.0 176.0 250.0 284.0 301.0
13. KWH Produced at Major Centers (1) 
 168.8 183.1 
 188.5 203.4 233.5 259.0 283.1
14. K1WH Produced to Meet Maximum Actual 
 168.8 166.4 161.8 151.2 
 143.8 140.4 138.7
 

15. Consumption (8 + 9)

16. Additional KWH Produced 
 0.0 16.7 
 26.7 52.2 89.7 118.6 144.4
17. Losses at Projected Rate 
 0.0 
 5.0 7.5 12.2 17.0 20.2 23.1
18. Additional KWH Available for Sale 
 0.0 11.7 
 19.2 40.0 72.7 98.4 121.3
19. Value of Additional KWH @2.6C/KWH ($000) 
 0.0 304.2 499.2 1040.0 1890.20 2558.4 3153.8
20. Total KWH Generated for Tuntang System (5+16) 
 156.0 131.1 158.0 157.6 182.1 198.8 208.8 234.3 271.8 300.7 326.5
21. Generated from Hydro* 
 (Actual) 168.9 145.7 167.6 176.0 184.4 1b4.4 184.4
22. Diesel (Kudus Unit Burning IDO) 
 0.0 1.5 1.5 1.5 1.5 1.5 1.5
23. Gas Turbine (Burning IDO) 
 0.0 0.0 31.5 31.5 31.5 31.5 31.5
24. Marginal Thermal 
 13.2 51.6 8.2 25.3 54.4 
 83.3 109.1
25. Cost for Kudus Diesel (28) @0.654#/KwH 
 0.0 
 9.8 9.8 9.8 9.8 9.8
26. Cost for Gas Turbine (29) @0.650/KWH 

9.8
 
0.0 
 0.0 204.8 204.8 204.8 204.8 204.8
27. Marginal Thermal (30) @1.CU/KWH 36L.0 516.0 82.0 
 253.0
 

@O.O/KWH 
 435.2 666.4 872.8
29. Total Fuel Cost 
 364.0 525.8 296.6 
 467.6 649.8 881.0 1087.4
3C. Lpss Cost for Maximum Actual Thermal 
 364.0 364.0 364.0 364.0 364.0 364.0 364.0
31. Annual Fuel Cost Increase 
 0.0 161.8 (67.4) 103.6 285.8 517.0 723.4
32. Savings in Losses 
 0.0 
 24.0 70.0 176.0 250.0 284.0 301.0
33. Value Added through New Service 
 0.0 304.2 499.2 1040.O 18g0.2 2558.4 3153.8
3-. Less Annual Fuel Cost Tncrease 0.0 (161.8) 67.4 (103.6) (285.8) 517.0 723.4
 

35. TOTAL ANNUAL BENEFITS 
 0.0 166.4 
 636.6 1112.4 1854.4 2325.4 2731.4
 

* A Projection Base of 145.7 (80% of the 1968 level of 182.1), with increase of 15% for increased water availability 1/71, 10% increase for
 
additional unit capacity (21-23 W), 6/72.
 

* IDO fuel is 35% cheaper than 1SD.
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ee iowQ.l
- a'ssistance torms,
to wit: J.0' of the I'.O.D. vo.ue wi"thi n 30 d-ays after
contract cFamev into force; 15" of the F.O.B. value plusall frc.,jrht 1rrc,-,.to,:1.pvnoon rcccir t o! the several
slh.., ..Lt 
 oi l ;mu,; 7',j' of LhopI,.O.:;. va.ueo within
8 ycl,. 21 efet} ,,e the cli.,' Q!cc O.1 ,;'12i1t1'-nc ycars 

co 11 x-.cnL. at 1'interest, a ratein the o the hycro cqui 
that was ip1ooti.1]. 'atch i i~hunoncasio.opi in 1.958-60
whien the rurch.- usc r: 

. tecni :lstni-ce."-.... wa, provided in connection with suchpurch;-,r2 c.opt no'!..l t.Jaton arid onoraLinir advice. 

D. There is no identific.,.Lion in the Indonesian coru.L1)nity of theTL.ta, 
 sy,-sm or Vny p.rt thereof as constitutin, or resulting
from a Bloc project. There are nor.,cl manufacturers' name
. s, i no , v; 13loc equi0.sent was providedan1 no. cic'icaticn winJes or oLher attcilts were 

v - :t:oiisDratC icilvolvclilt.
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J. 	 A.I.. ip..re parLk ,eyr"t.ofi're obtained Ar nuh equijpmcntbeen purCt.I,e;Cl haveou norfI 2.l eo: 'i.rc~x~1 tcrm ouL 	 of Indonesianfree $orcign c,:ehangu. 

2. 	 Gubjct projccL is not e:pec cd to receive Bloc 'support as defined 
in 1.O.01:8,9 : 

A. 	Th:.re ere a.t pyrec!, ,; no pro:;rcm..)~ r plkJrovision ofconcesion.1jvl vairtance 	 new 
to Inconco:i.a, in the public power
toctaro.
 

B. 	The Gal. ,D,.,(Uur US "100,00 equivalent) of ,pare and. 
rehabl,:tiio -,a, ito be obtnined f'r suchdiscuse:cd in 	 equipment u,thc 	 CA' idJ.].l bc 'urc'e;cd on nornaltcrnh; out of 	 commercial:Indonesian free foreJi,;n c;:ebange and not through
Bloc u.ssJistRiwe 
 a; defined in I.0. 1018.9.
 

Wherefore ny nf'o:cen ad coiwlusiJon of the 	absence of coiljnr,].ing. 

Jrhn 1{. 
 INoss..er, Director 
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ANNEX '10. Certification by the USAID Director of country capability to maintainand utilite the project per Sec. 6 11(e) of the Foreign Assistance Act,
and Country Team Recommendation for the project.
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V:~TJAVA 	 *I"IjT /V(i1 uJ'2JLC 

TO611.(o ';r. 

11. 	 ,iIj John11 	 , tt~rj.th C'iee o of' the A-riicy for Intevnatior',lflcvclop."C~nt in h'~~j r~e~it ."in:LCcountvoL othcre thinGo: 
A. 	 thu i of vd lW.)rOj etc" iu both I.r~rge rnoufltri of'~ ~~i a i 1')to thln cl::nLrol- A"J or ,;,iii ,al-,:ojj at.1 a thorouefhrcfLo IXHIII.,., C'ii;'' of 114E, stroot1ure, etc.; 

th. nebl.;1 ill l~jju-'(; 0cr~pit.ttlic. 111 projV~~L(rCQ~ect of substuntirl.1rn'~'~'u ol, onp;Li-1v' i to 11",1 iic~on X Pl11a covenzantoto~)'mI.(~yi lc.~ 3~r? 1 i)A e fo thoe ci crcd out by 
.~ IG-1tilUnder-I t1ic p.~frojcct; 

ill ,mbO.'C,* 	 tie fhijcr;(2c' Ci. '. oc',-:Lrytumce projec t of'pvovit;-.ciosfor pl-0j. Ot ~lit:Lcl~d mi looil. curvenoy nvmi.Jebilitv; 
1). tiv. Cfrt.Utyuw1:tdOof the \'WPUlilr.sLt ofo:C :[ndo. us Ti.e,inthe v;.~cep~ij cK- t:hr: promrd ITV",) tcefovm~r.~ forVcVcpo 	 111dth-n~nto 19,0:;e1 m'Id' .11 of opoi.,ation cnd finncal

:1 )d~J~c3.~nccfro~a litid-ol; 

do0 hercby Ocr If-.y t..1;in my ie YPb1Jv' j bot0 P1'.1)( thn Covcorx.,;Pnt of TIld.onnsjjawil. Wicthe fln'ci., ;11i Tjfl th(e h11nm: !IvnC."ourcc01 cepab,1ility to im~plemeont,moin0intl [Old tili C. COc:VC!c Oivlobjc!t Co-lpit'El li .t projct;. 

Thi.J3 io1~en. bancd on the fzicts thai; 

1. The eev-,-i of rni a>i iA YT. boaPXihvc*lknor promisod to trIke the 
coilk):hICAil ~ ~h V.*0!1Cg,;- c to IDA cretlit 1.10165 	 I~Jand siJlQle to thn ;el.f .1)nojcci~ to be incluke. inthe 	-,uthor.,,;ai~oiL 'Lor- vubjuc L pvr ojvo U 

2. 	 Adequate pl,-nins- for jrzjrect etincd milrevsufficient finrincital.rbupporL for tiely proje1-cit O-cltcd il bc provi3ed if the Govocnnentof Intlon:i pnd V cot.iply w.i.th the-, prwo-vv'u sct forth in the Capita.1
Ai~tcoPaer.
 

3.The Govurimceit or' Innreirih 
 further dcocr~1i tri kdhercuco tocown. bmii ~cd coonoulic ~ ot13by rvtabil3iznj the economy of'Thdn.~nAblih li:7 bcuni &,tbjectto ratpld infl;.tio, inLe, covore priced rtrvtiJo~vj under:- the, prevS ous Govorrm:iont. 

- Uirec'unro ULMIATI) IndoncoicA 



Zubljcct iov.1, will ":0. t;~rJ cc'~nivn~ rcs bp-i.-f-t to 

3~~~i.~:ii. wil. cit,.:tittt Z11 f11u--rlt-lt 1prtiroA Of th'l ni.lStt 

Uai t~. rt':.~ v~.~ i Iivc-; wi.l-'i~ tb C~trth Ov.: 

j~~P . :1N 

crven r; CN X .. 
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STATUTORY CHECKLIST ANNEX 
-

11 

COUNTRY PERFORMNCE 

A. Procress Twarda Country Goals 

1. FAA 9201(b)(6). 201(b)(7),
201 (b)(8) W8 Discuss the extent 
to Wihth7 e country is: 

(a) Making appropriate 
efforts to increase food 

production and imnprovemea u for food storage and 
distributiono 


(b)Creating a favorable 

climate for foreign and 
domestic private enterprise 

and investment. 

(c)Increasing the people's 

role in the developmental 

process. 


(d) Allocating expenditures 
to development rather than to 
unnecessary military purpoces 

or intervention in other free 
countries' affairs. 


(a) Indonesia is giving priority attention to 
projects which aim at increasing food production,

particularly the production of rice, and is
reviewing, with the assistance of ADB and several 
donor countries, the problem of inadequate food 
storage and distribution facilities. 

(b) The GOI has enacted a comprehensive law with
 
built in incentives for encouraging foreign capital
investment, concluded an Investment Guaranty

Agreement with the U. S., enacted new banking
legislation which will permit foreign banks to open

branches in Indonesia, and substantially completed
 
negotiations for the returnirg nationalized pro
perties to private ownership.
 

(c) A post-Sukarno policy structure has not fully
 
emerged in Indonesia, because the long period of
 
economic instability has necessitated devotion of
 
primary energies to economic development. However,
 
President Socharto has demonstrated an ability to
 
recognize and built upon a developing national
 
consensus. 
 The press has exercised considerably
 
more freedom and has become a healthy critic and
 
a purveyor of new ideas. 
 Politica party activity

is still relatively subdued, but national elections
 
have been promised by the government to be held in
 
1971. The Parliament and the Consultative Assembly
 
are actively working to define their role in the
 
governmenta]. process.
 

(c)A mJoc portion of budget allocat.ons was made
 
Rv.ailuble for development as a result of sizeable
 
reductions in military expenditures which followed
 
termination of the confrontation policy with Mal
aysia. In CY 68 about 19% 
of the GOI budget
 
expenditures went into developing activities.During

the fiscal period Jan. 69 to Mar. 70, development
 
expenditures increased to about 29% 
of the total
 
budget and this percentage is maintained in the new
 
budget prepared for the FY Apr. 70 to Mar. 71
 
despite the higher current expenditure level of
 
said budget due to the costs of the prospective
 
election and civil service salary increase.
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(e)Wilting to contribute 
funds to the project or 

(.) The cooperating Government will contribute 

local currency to establish a reserve fund to pro
vide for the execution of the project, and to 

support an operation and maintenance program, 

including the purchase of foreign exchange for 

spare parts and inventory from third countries. 

(f) Making economic, 
social, and political 
reforms such as tax 

(f) and (g) Indonesia has made significant gains 

in freedom of speech and of the press under the 
Soeharto Government. Major economic reforms have 

collection improvements been instituted with IMF/IBRD assistance. Run away 

and changes in land tenure 
arrangement; and making 

inflation has been curbed and the country has 
moved substantially toward ctabilized prices and 

progress toward respect 
for the rule of law, 
freedom of expression 
and of the press, and 
recognizing the importance 
of individual freedom, 
,nitiative, and private
,:/ntrprise. 

exchange rates. The rupiah has remained relatively 

stable at Rp325-330/$US for BE credits for the past 

year and at about RP385/$US for the DP rate. Major 

black market trading in rupiah has not been 

observed. Prices increased at 15 to 20 percent per 

annum for the last eight months of 1968, and 
were down to only 10 percent for 1969. 

Tax revenues, in real 

terms, have increased by 19 percent from 1967 to 

(g) Responding to the 
vital economic, political, 
and social concerns of its 

1968, by 32 percent from 1969 to 1970 and are 

expected to retain this rate of increase for 1970 
to 1971. 

people, and demonstrating 
a clear determination to 
take effective self-help 
measures. 

B. Relations with the United States 

1. FAA 620(c). Is the govern-
ment indebted to any U.S. citizen 

620(c) We are not aware of any cases that make 
Indonesia ineligible under this section. 

for gcods or services furnished 
or ordered where: (a) such 
citizen has exhausted available 
legal remedies, including 
arbitration,or (b) the debt is 
not denied or contested by the 
government, or (c) the indebted
ness arises under such govern
ment's, or a predecessor's 
unconditionalguarantee? 
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1. FAA ?620(d). If the loan is 6 20(d) The enterprise to be assisted by tbis loan 
inte'pl for cor. .trution or will not compete with U. B. enterprises. 
Operatiton of anty producilbve enter
priie that will cc'pete with U.S. 
entcpjc-, has the country ajreed 
that it will estoblish appropriate 
procec"v4res to prevent export to 
the U.S. of more than 20' of its 
enterprise's anniul prodction 
during the life of the loan? 

3. FAA t70(e)(0). Ia. the 620(e) (1) Steps are being taken to return property 
aoency ~or st hf ot,0.'of to original U. S. owners or negotiate muLually 
agency or subdivision tliercof, acceptable settlements on nationalized property. 
(a) nationalized or e.xpropriated A government committee has been established and
 
prper'ty oun- by U.S. citizens is operating to handle this problem. We are
 
o' by any b centity not less aware of no cases that would make Indonesia
 
than 50' beneficially owned by ineligible under this section at this time. 
U.S. citizens, (b) taken steps to 
repudiate or nullify existing 
contracts or' agreements with such 
citizens or entiti, or (c) imposes 
or c:forc 'd discrininatorti taxes 
or other exactions, or restrictive 
maintenanzce or operation conditions? 
If so, and more than six months has 
elapsed since such occurrence, 
identify the doc!vient indicating 
that the govcr~rnent, or aPpropriate 
ajency or subdivision thereof, has 
taken appropriate steps to discharge 
its obligations under international 
law toward such citizen or entity? 
If lcss thin six months has elapsed, 
what steps if any has it takcn to 
discharge its obligations? 

4. FAA 62O(J). Has the country 620(J) The country has not so permitted nor has it 
permitted, or failed to take 
-adequatemeatwes to prevent, the failed to take adequate measures. 

damage or destruction by mob action 
of U.S. property, and failed to 
take cqpropriatemea.sures to pre
vent a recurrence and to provide 
adequate ccr-pensation for such 
damage or des truction? 

5. FAA Lc620(I). Ha.3 the govern- 620 (1) Yes. 
rnt--5stitutedan investmnt
 

guaranty program under
 
FAA 0221(b)(1) for the specific
 
risks of inconvertibility and
 

expropriation or confiscation? 
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L. FAA 16910(o): Fi-orman's 620(o) Fisherman's Protective Act of 1954, as imnd.& 
PIotctLvL? Act of 1954,ka7 a-ndeda Section 5. No. 
Section 5. Has the country seize,, 
or inoed oany penalty or sanction
 
against, any U.S. fishing vcssel on 
account of its fishing activities in 
intemational waters? If, as a 
renult of a seizure, the U.S.G. has 
mad, reiti)urjcrAnt under the pro
vojono of the Fiohorman'o Protective
 
Act and ouch ariunt hae not been paid
 
in full by thc cei ming countrd,
 
identify the docunrntatio, which
 
degcribes how the withholding of
 
assistance under the FAA has been or
 
wiltl be acconplished.
 

7. FAA 0620(q). Has the country 620(q) No; repayment of the only FAA loan involved
 
been in default, during a period has been rescheduled.
 
in excess of six months, in pay
ment to the U.S. on any FAA loan?
 

8. FAA .620(t). Have diplomatic 620(t) No.
 
relations between the country and
 
the U.S. been severed? If so,
 
have they been renewed?
 

9. App. §106. Describe any 106 None
 
attempt made by the country to
 
create distinction because of
 
race or religion in granting
 
personal or commercial access or
 
other rights otherwise available
 
to U.S. citizens generally.
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C. Reationn.zthi Other fationa and 
the U.N. 

1. FAA 6620(i). Has the country 620(i) We have no information as to any such 
been offictay reprcsented at representational activity. 
any internationalconfererce when 
that representationincluded pZanning 
activitic involving insurrection
 
or subverejion directed cqaim.,t the
 
U.S. or countries receiving U.S.
 
assia tanoe?
 

2. FAL H620(a), 620(n); App. 620 (a) We have no information of any violation by 
F10?(a), LO7(b), 116. Has the Indonesia. 
country sold, furnished, or per
mitted ships or aircraftunder 
its registry to ccry to Cuba 
cr North Viet-Nam items of 
econonic, military, or other 
ascistance ? 

3. FAA §620(u); App. §114. What 620 (u) Indonesia is no', delinquent with respect to 
i L t,1, stai of the country's U.N. obligations. The loan agreement limits the 
U.N. dues, asscssments, or other use of loan proceeds to importation of goods and 
obZ&iqtioi?:7? Door, the loan agree- services of U. S. source and origin. 
mont: bai ay use of funds to pay 
U.N. ascslments, dues, or
 
arrearcaiuJs?
 

D. Militcyj!_ftuation 

1. R4A §620(i). Has the country620 (i) No. Indonesia has settled its
 
engc'-7di z or prepared for confrontation with Malaysia.
 
aggresive military efforts
 
directed against the U.S. or
 
countries receiving U.S.
 
assistance?
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2. FAA ,§CGO(o). What io (a) 620 (s) (see separate classified attachment) 
the percentage of the country's
 
budget devoted to military pur
pot', and (b) the amount of
 
the country 's foreign exchange
 
resourcc3 ued to acquire
 
military equipment? Is the 
country diverting U.S. develop
ment assitanee or P.L. 480 
sales to military expenditures? 
Is the country diverting its 
own resources to unnecessary 
military expenditures? (Findings 
on these questions are to be made 
for each country at least once 
each fiscal y.ear and, in addition, 
as often as may be required by a 
material change in relevant 
circustances.) 

3. FAA §620(v); App. §119. 620 (v) We are aware of no such purchases. 
Has TIYcoTronary spent money for 
sophisticated weapons systems 
purchascd since the statutory 
Zimitation becane effective? If 
so, identify either (a) the 
documentation which describes 
how the withholding of an equiva
lent amount of AI.D. assistance 
has been or will be accomplished, 
or (b) the Presidentialdetermi
nation that each purchase is 
important to the national security 
of the U.S. so that no withholding 
is necessary. 
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Of.717"lrIAN 

A/AI
 

-- FI 'c('ct a1 1?epa'yent
1. FAA4 I,(':!91( 2. 2).
?,(!( 	 201(d) No. Although Indonesia's debt burden
is 	t0 rat.-.. x acv.x, heavy, haso c&dssive 	 there been very rapid growth in r,. 1 
or 	unrea.sorkible for the borrower? Government revenues and favorable economic per-

Are there reasonabZe prospects for fornance. With the high current level of foreign

repayment? What is the grace assistance, it is recognized that future debt
period interest rate; 	the folZowing burden will be heavy. Further, annual rescheduling

period interest rate? Is the rate may be necessary, but 	major multi-donor
 
of interaot higher than the rescheduling is a near term prospect. The various
country's applicable legal rate of donors agree this would place Indonesia with a

interect? 
 debt burden for which the prospects of repayment


would appear reasonable. Country terms of a 40-

Fiflano n~jrduring 	 year loan, 10-year grace period, 2% interest

the grace period, 3% thereafter, pertain.
 

1. FAA ..01 (b)(1). To what extent 201(b)(1) Loan assistamce to Indonesia is provided

can financnnj on rcasronable terms 
 within the framework of the Inter-Governmental
be 	obtained fra, other free-world Group on Indonesia (IGGI), advised by 	 the I13RD andgources, including private sources the IMF. This project has been selected by A.I.D.Jithin the U.S.? as 
part of the U. S. Government contribution to
 

the IGGI consortium and our participation in this
 
project has been supported by the IBRD resident
 
mission. Other donors are also 	participating in 
loa-A assistance to the power sector (IBRD, FRG,

Japan). Inasmuch as the ExIm Bank does not 
currently make loanc in excess of I year in 
Indonesia, it expressed to A.I.D. no interest 	inEconcic and Technical Soundness 
 the project.
 

1. FAA W201( )(2)) 201(e). The 201(e) 	 andTqhis loan will finance commodities 
tconom:iciand technicaZ 
' Soundncs~to twdrrtake loan; 

related services for rehabilitation of existingdoes facilities and for provision of improved Laci]itieEthe 1c<', i Cr.'cato, 	toquttiz' f'or electric power service. Facilities providedwith i.nj o ':t=t.n and 	........
 
s_, iu-,.e,,
aa, 	 are expected to be effectivelyindicate that funda wiZZ be used 	 utilized and itexpected that 	 isthe system will be operated in a 

inouan "c. j anId tCuhfnicallysO'und r,'-"r r,?	 sound manner. 

2. 	Fp1 ,(,z) 6ii(a)(i)( Full engineering, financial, and other plans 
,?--',,J,7i ;ct and necessary to carry out; the project have been made,arid a rearsnonably firmother vZans;nc.;sayt estimate of the cost of
 

jzta,, 
 5a2, ato assistance to the U. S. has been 	 comnleted.caz-'r Ozet (M-istuncO, a7nd a
 
reasonabZy '72-71 estimate of
 
the coot of a':ittance to
 
the U.S., bo7n co":pZeted?
 

3. FAA !hC17(.); Ar". 	 R101. 61i (1)) This is not a water or related land-reoource

If tle ,0oarat i Jlor a construction project.

water or reia ed l7ndl-r;_ooerce
 
conctruetion pr2jec/,, or progrcOm,
 

Spi-,-, include a cost-benefit 
cormputation? Does the project
 
or 	proj:'an ,-t the releuant
 
U.S. construction standards 
and criteria used in determining

feasibilty?
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FAV. p611(e). If this is a 
rojcct with

U.S. finazcing in exceis of $1million, has the principalA.I.D. 
officer in ti'e country certified 
a3 to the colntry's capability
effect'elZy to maintain and 
utilize the project? 

B. Rcato, to Achievement of Country 

.qOina-__d Godls 

-" Country Goals 

1. FAA §207 28 1(a). Describe

t/is---,~?' relation to: 

a. Institutions needed for 
a doioractic society and to 
assure maximun participation 
on the part of the people in 

-8
 
611(e) The certification of the USAID Director
 

is in Annex
 

207, 281(a) A principle element of this loan is
technical and management assistance to PLN Region X
to develop a sound, autonomous institution.

Further such assistance is being provided to the
PLN central organization under the IDA loan.

These loans will require establishment of PLN as

the a fully autonomous institution within one year.task of econcnic developnent. Development of capability by PLN X personnel will 

b, EnabZinj the country to 
meet its food needs, both from 
its own resources and through
deveZoprent, with U.S. help, 

of infrastructure to support
increased agricultural 
productivity.
 

C. Meeting increasing need 

for trained manpower, 


d. Developing programs to 

meet public health needs, 


be a key step in bringing about economic
 
development through the initiative of people

with the Central Java region.
 

Increased electric service capacity at the major
distribution centers will assist expansion of thosefood processing and distribution facilities whichare dependent upon electricity for their operation.
 

A substantial program of technical assistance and
training for PLN Region X will be carried out as
 
part of this project.
 

No direct relation. Indirect benefits through
facilitating improvements in quality of life.
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e. Assisting other important 
econza-c, politicaZ, and social 
develo;vzcnt actiu tic, incZud-
in ind17ra dvcZoy, t.oti
9'rowth of free lZaor unionsi 
COoPer tfVl? and voluntay 
agrncCeCO; Vq1po,,n.,?n of 
tranvportat-ion ad ccr'xunica-
ticn CyfltC7; cr,abi lities 
for pZanni'g and piblic 
ac inistration; urban 
dve to,,7 nt.; a7d modernization 
of cxt>tyZar,'. 

2. FA 0 1(b)(4). Describ--the 

activ-ty s conlsster-cy with and

reZatz:cy'shlip to other development 


to raalizall_tie,3, ZO?:r;,,i,oontbutioVat rea !o,:g_&v,O,e objectsves. 

3.O7,, 1U,(). 1al will t!,Ie

actiitvot 
 to bc finonced contribute 

o 
lh1 ahiev.mnt of ocZf-custaining 

grovuh? 

4. FAA §201(f). If this is a 
Uroject loan,-- describe how such 
projc5 wLl pilacote the country's 
CCO~v-42-c dccc lopmuet, taki 
 into 
account the countryjs hianan and 
Th~atc'a ros owce req21ir,3me3nts 
and the reZationship betecen 
ultwiate objectivcs of the 
project and overall econanic
 
developnent.
 

5. FAA 9201(b)(3). In what ways 
does the activity give reasonable 
promise of contributing to 
de evlorncent of econanic resources, 
or to increase of productive 
capct i7s? 

The project will make possible substantial in.r,,'ovement in the basic infrastructure of Central Java,
will facilitate new small commercial and industrial

enterprines and will ma1
-e more attractive large
activities. 
 There will be extensive training and

improvement of basic labor and managerial skills

associated with the project, and there will be
encouragement of new employment opportunities. 
 The
project will be a stimulus to the private sector

thereby promo' ing opportunity for more 
free labor
management activities. 

201(b)(4) 
This loan is given in a multilateral
 
context and furthers Indonesia's ability to
achieve longer-range development objectives
 

through rehabilitation of productive facilities.
 

201(b)(9) 
Electric power capacity is 
a basic input

in the infrastructure and productive facilities
 

necessary for self-sustaining growth.
 

201(f) The activity would utilize 
a substantial
 
amount 
of local material and human resources in
 a manner contributing to economic development
 
productivity.
 

201(b)(3) 
Increased electrical power capacity wMll
 
provide a necessary basis for economic
 
development.
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......".Ho dosto, t...prijr¢
tho 

.d l.i.r 	 which assistance i8
noinede icpazrticular

nead3, desire, and Crpacities ofthe COOtrY'O people; Ltjljz the 

~0O101t1'a ?-flte~ctUaZ resourcesto encola3f,, institutional develop, 

Merit; and slport civic education 
and training in skllZs required
for cffrecltrE participat,'onin 
Polztecal pocesses . 

7. FAA 0601(a). how will 

this-loan en 
ouraage the country's
efforts to: (a) increase theflorw of interntionaZ trade; (b)
foster private Initiative and
competition; (c) oncourage
developent and use of coopera-
tives, credit unions, and savings
and loan associations; (d)

discourage monopolistic practices;
(e) improve technical efficiency

of industrj, agricultzae and 

comerce; and (f) 
 strengthen

free labor unions? 


8. FAAfl202(a). Indicate the 

2 8 1(b) This project will enhance the expansion 	 ofindustry and agriculture
creation of 	

and make possible themore jobs; it will also increase

the availability of electricity for privateconsumption. 
The rehabilitated systems will
make possible training in basic technical
managerial skills for additional personnel.
 

601(a) The loan will facilitate purchase by the
couiltry of needed equipment and services. 
Trade
with the U. S. will be stimulated through
purchase of future spare and replacement parts.The project will stimulate industrial andcommercial activities in such areas 	 as agribusiness and intermediate processing which willincrease the probable quantity and value ofcommodities available for export, 
and will assist
Indonesia in developing more sophisticated
products which may be competitive in international trade. (b) through inproved opportunities for new commercial and industrial enterpris(c)no direct effect; (d) no direct effect;
 
(e) through availability of better quality
electric power service together with a program
to increase electric power consumption;

(f)no direct effect.
 

202(a) The totalamotunt of 	 amountmoney under the loan 	 of the loan will be used tofinance procurement from private sources in the
which is: going directly to U. S.private enterprise; going to

in temediate credit institutions
 
or other borrowers for use by

private enterprise; being used
 
to finance imports from private

sources; or otherwise being used
 
to finance procurements from
 
private sources.
 

9. FAA 9611(a)(2). What legisla-tive-a-ctvon i-s required within the 
6 11(a)(2) No legislative action will berequired as a condition precedent to this loan.'recipient country? What is thebasis for a reasonable anticipation

that such action will be completedin time to permit orderly accomplish-
 - 80 went of purposes of Zoan? 



- Rcgional Goal.s 

1. FAA f1619. If this Zoa is 619 Indonesia is not a newly independent c,,I,.assisTj a newZy independent
countrnj, to what extent do the
 
circtw'stances permnit such
 
assistance to be furnished
 
throwgh multilateral oryanizatione
 
or plans?
 

2. FA q29. If this loan is
directed at a problem or an 
209 The loan is not directed at a regionalproblem.


opportunity that is regional in 
However, it is being furnished inthe context of multilateral aid to Indonesia
nature,) how does assistance under 


this loan enco
by a number of donor countries (the IGGI). The
1 urage a regional 
 assistance is being coordinated with the advice
developnent prcrn? 
What multi-
 of the IBRD.


lateral a,,iotance is presently
being furnished to the country? 

C. Relation to U.S. Eco'wl 

-- E',i lo'went, BalaZce of Payments,Pzi wa .' EnvCPu)r'ise 

1. FAA §§201(b)(6)-
 102 Fifth. 201(b)(6); 102 Goods and services will be
What are 
tMe possible effects of 
 obtained under approved procedures solely from
th&s loan on U.S. econTrry., with the U. S. We will expect that spare and
spec-al ref'crcnce to areas of sub- replacement parts will be required from the
stantial labor surpht? Describe U. S.

tho extent to which assistance 
is constituted of U.S. cctruodities
 
and serviceo, furnished in 
 a manner 
co:.. 
 ent with improvbtng the

U.S. b.-ance of paniments position. 

2. FAA {YG12())6:"(h). What 612(b), 6 36(h)stuphe Local currency provided by thetaken to as;ure GOI will be used to meet local currency needs
that, to the max-!mwr extent possible, ofthe project.

foreign curt'encies owned by the

U.S. anld ocal currencies contri
buted by the cowtz/2- are utilized
 
to meet the 
cost of contractual
 
and ot,:cr services, and that U.S.

foreign-wned currencies are
 
utilized in lieu of dollars?
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3. FAisloni(d); App. $1i$. If
ject, to what extent has 

601(d); All goods and services financed under theo-he loan are of U. S. 
source and origin. There is
Ageny encourae d utilization of
,encyecr andprofessional an additional $900,000 of third country foreignexchange costs which viill be met from G01
 
ervices of U.S. firns and theiraffiliates? If the loan is to be 

resources for purchase of spare and replacementparts for generators and related equipment of
uz.ed to fincoice direct costs foil third country source.
const-ruction, will any of the 
contractors be persons other than

qualified nationals of the country


.or qualified citizens of the U.S.?
 
If so, has the required waiver
 
been obtained?
 

4. FAA 0608(a). Provide infcr-
 608 (a) U. S. Government excess property will
mation on measures to be taken to 
 not be used for this project, because the
.utilize U.S. Gover~nent excess 

personal property in lieu of the 

project requires standardization by PLN of
components for this and other systems.
procurement of new items.
 

5. FAA C3602. What efforts have 602 
Applicable regulations will be complied with
been made to assist U.S. small
 
business to participate equitably

in the furnishing of ccrnodities
 
and services financed by this
 

6. FAAE62 
 If the loan pro- 621
vides re-Jzh The entire project implementation will be
'caZ asistance, how
is private cnterpri9e on a con- carried out by private enterprise under loan
financed contracts on the basis fo the
tract basis utilized? 
If the 
 applicable A.I.D. regulations.
facilities of other Federal
 
agencies will be utilized, in
 
what ways arue they particularly
 
suitable; 
are they competitive

with private enterprise (if 
 so,

explain); and how can they be
 
made available without undue
 
interference with domestic
 
programs?
 

7. FAA 0611(c). 

involves 

If this loan 61i(c) Yes. The construction will be awarded on aa contract for con- competitive basis, and equipment supplies will
tru-tion that obligates in be afforded an opportunity to indicate their
excess of $100,000, will it be interest in selling equipment.on a competitive basis? 
If not,
 
are 7;th. re factors which make itimprae'.,V,- 1e? 
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"" Procurement 

1. FAA 8602(a). Will commodity 6 02(a) Yes 
procurement reetzlioted to (1.3.e 

except as otherwise determined by
the President? 

2. FAA §604(b). Will any part 601 (b) No.of this-oabe used for bulk 
cc nodity procurement at adjusted

prices higher than the market
 
price prevailing in the U.S. at
 
time of purchase?
 

3. FAA 9604(e). 
 Will any part 604(e) No.
of t--s- Fane used for procurement of any agriculturalcommodity
 
or product thereof outside the
U.S. when the dancestic price ofsuch conmodity is less than parity? 

D. Other Requirements 

1. FAA§201(b). Is the country 201(b) Yes.
 
among the 20 countries in whichdevelcTment loan funds may be usedto make loans in this fiscal year?
 

12. App.§112. Does the loan 112 Yes..agreement provide, with respect
to capital projects, for U.S.
approval of contract terms andfirms? 

3. FAA 9620(k). If the loan is 620(k) Not applicable.
for construction of a productive
enterprise, with respect to which
the aggregate value of assistance 
to be furnished will exceed $100million, what preparationhas been


made to obtain the express approval

of the Conaress? 
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4. FAA 996,?o(b)62()jo, APP. 4109(b). 620(b),620(r); Appt. 109(b)
Has the th C the The required determination has been made.
country is not dcminated or controlled
 
by the internationalComunist move
ment? If 
 the country is a Cornmunist 
country (including, but not limited
 
to, the countries listed in 
 FAA §620(f))

and the loan is intended for economic

assistance, have 
 the findinsa required

by FAA .620(f) and App. §109(b)

been made and reported to the Congress?
 

5. App. 9109(a). Will any military 109(a)
assistance, or items of military 

No.
 

or strategic significan,.e, be furnished
 
to a Communist nation?
 

6. FAA 0620(h). What steps have 6,O(h) The loan agreement will containbeen taken to insure that the loan a
provision covering this requirement.
will not be used in a manner which, 
 (See Annex 9)
contranj to the best interest of


the United States, promotes or
 
assists the foreign aid projects

of the Communist-bloc countries?
 

7. App. 9118. Will any funds be 118
used to finance procurement of iron 

No.
 

and steel products for use 
in Viet-

Nam other than as contemplated by
 
0118?
 

8. FA4 V636(i). Will any part 636(i) No.of this 'oan be used in financing 
non- U.S. -manufactured autcmobiles? 
If so, has the required waiver been.
 
obtained?
 

9. FAA H620(a)(1) and (2), 620(p); 620(a)(1) and (2), 620(p) No.App. 117. Will any assistance 
be jfurnished or funds made avail
able to the government of Cuba or 
the United Arab Republic? 
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20. FAA 9G6O(a). WiZl MfU part 
of t h, 3 

620(g) No. has been used for 
No assistance

ZJ~3i~-.-O sed to compensateo.ners for expropriated or nationalized such Purposes in the past.Property? If any assistance haseen used for such purpose in the
ast, has appropriate reimbursement
been made to the U.S. for sons diverted? 

11. A 01fj .
 If this is aprect ioan_ what provisions have 
201(f) It is anticipated that a portion of the
been made for appropriate partici-

work will be accomplished through direct
pation by the recipient countryts 
hire of personnel and subcontract with
private firms in the recipient country.
private enterprise? 

12. App.$104. 
 Does the loan 
 104 Yes.
agreemennt bar any use of funds to 
The loan agreement will cover this
requirement.
pay pensions, etc., 
for persons
who are serving or who have served
in the recipient country 's armed


forces?
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ANNEX 12
 

FOURM DRAM.3/3/70 

A.I.D. Loan No. 

LOAN AGREEMENT
 

BETWEEN THE
 

GOVERNMENT OF INDONESIA
 

AND
 

PERUSAHAN LISTRIK NEGARA
 

AND THE
 

UNITED STATES OF AMERICA 
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LOAN AGREEMENT 

AGREEMENT, dated the day of 19, 

between the GOVERNMENT OF INDONESIA (hereinafter called the "Borrower"),
 

PERUSAIAN LISTRIK NEGARA (hereinafter called the "Beneficiary"), and 

the UNITED STATES OF AMERICA, acting through the AGENCY FOR INTERNATIONAL 

DEVELOPMENT (hereinafter called "A.I.D.").
 

ARTICLE I.
 

The Loan
 

SECTION 1.1. The Loan. A.I.D. hereby agrees to lend to the
 

Borrower, for the uso of and, under Section 9.1 hereunder, to be made available
 

to the Beneficiary, pursuant to the Foreign Assistance Act of
 

1961, as amended, up to sixteen million eight hundred thousand United
 

States dollars ($16,800,000) to assist in financing the reasonable United
 

States dollar costs of certain goods and services required for the Project
 

as defined in Section 1.2 hereof. 
Goods and services financed hereunder
 

are hereinafter referred to as "Eligible Items," and the aggregate amount 

disbursed hereunder is hereinafter referred to as "Principal."
 

SECTION 1.2. Project. As used in this agreement, the
 

"Project" shall mean the design and construction for the rehabilitation
 

and the operation of certain facilities of the Beneficiary
 

in the Tuntang system and the provision of technical and management
 

assistance related thereto. 
This shall include:
 

(a) the complete rehabilitation of the electric 

power distribution systems in the cities of 

Semarang, Jogjakarta, Solo, and Magelang; 
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(b) the rehabilitation of existing hydro-electric and diesel
 

generating units;
 

(c) the provision of additional interim generating
 

capacity at Semarang and Jogjakarta;
 

(d) the provision of tools and service equipment for
 

operation and maintenance in the Tuntang system;
 

(e) the provision of communications equipment;
 

(f) technical and management assistance, including
 

participant training in the United States, to the
 

Beneficiary's staff in Central Java (Region X)
 

throughout the rehabilitation period to develop sound
 

management, operating, and maintenance practices
 
all as generally described in the "Application to Agency for Inter
national Development for " of the GOI dated 

and more particularly described in the 
technical report entitled 

and dated 

ARTICLE II.
 

Borrower Repayment Termsand Interest
 

SECTION 2.1. 
Interest. The Borrower shall pay semi
annually to I I.D. in United States dollars on the unpaid Principal,
 
interest which shall accrue from the c.ates of the respective disburse
ments hereunder, the first such interest payment to be due and payable
 
no later than six (6)months after the first such disbursement on a date
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to be specified by A.I.D. Principal and interest due but not paid shall
 

accrue interest at the maximum rate hereunder until fully paid. 
Interest
 

shall accrue at the rate of two percent (2%) per annum for ten (10) years
 

after the first disbursement hereunder and at 
a rate of three percent
 

(3%) per annum thereafter, computed on the basis of a three hundred sixty

five (365) day year. Disbursements hereunder shall be deemed to occur on
 

the date on which payment by A.I.D. is made either directly to the
 

Borrower or its designee or to a banking institution pursuant to a
 

commitment document
 

SECTION 2.2. Principal. Borrower shall repay the Principal
 

to A.I.D. in United States dollars within forty (40) years from the
 

date of first disbursement hereunder in sixty-one (61) level semi

annual installments of principal and interest, the first installment
 

to be due and payable nine and one-half (9-1/2) years after the first
 

interest payment is due.
 

SECTION 2.3. Application and Place of Payment. 
All payments
 

shall be applied first to the payment of any interest due and unpaid and
 

then to the repayment of Principal. All payments shall be made to the
 

Controller, United States Agency for International Development (herein

after called "USAID"), Djakarta, Indonesia, or to such other payee or at
 

such other address as A.I.D. may designate, and shall be deemed to have
 

been paid when there received.
 

SECTION 2.4. Prepayment. The Borrower shall have the right
 

to prepay, without penalty, on any date on which interest is due, all
 

or any part of the Principal. Any prepayment shall be applied first
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to the payment of any accrued and unpaid interest and then to the
 

remaining installments of Principal in the inverse order of their
 

maturity.
 

ARTICLE III.
 

Conditions Precedent
 

SECTION 3.1. Conditions Precedent to Initial Financing.
 

Unless A.I.D. otherwise agrees in writing, prior to the issuance of
 
for engineering services


the first letter of commitment or other cohmitment documenl4 the
 

Borrower or the Beneficiary, as appropriate, shall furnish A.I.D.,
 

in form and substance satisfactory to A.I.D.:
 

(a) 
An opinion of the Minister of Justice of the
 

Borrower that this Loan Agreement has been duly
 

authorized or ratified by, and executed on behalf
 

of', the Borrower and is 
a valid and legally
 

binding obligation of the Borrower in accordance
 

with 	its terms;
 

(b) 	An opinion of the principal legal officer of the
 

Beneficiary, or of other legal counsel satisfactory
 

to A.I.D., that this Loan Agreement has been duly
 

authorized or ratified by, and executed on behalf
 

of, the Beneficiary and is 
a valid and legally
 

binding obligation of the Beneficiary in accordance
 

with its terms;
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(C) The names of the persons who will act as the repre

sentatives of the Borrower and the Beneficiary
 

pursuant to Section 10.1 hereof, if other than the
 

persons designated in said Section, together with
 

evidence of their authority and a specimen signature
 

of each such person, certified as to its authenticity
 

by either the persons rendering the legal opinions
 

pursuant to Sections 3.1(a) and 3.1(b) or the persons
 

executing this Loan Agreement;
 

(d) A cost plus fixed fee contract with an engineering
 

consultant firm or individUal(s). The selection of said
 

consultant and the terms of said 
 contract shall
 

be in accordance with A.I.D. Capital Project Guidelines
 

for the engineering consultant services required for
 

the Project;
 

(e) Evidence, including an opinion of the Minister of Justice
 

of Borrower, that the Beneficiary has legal authority
 

to undertake promptly the procurement and contracting
 

for commodities and services necessary for implementation
 

of this Project;
 

(f) A plan for implementation of the Project, including the
 

specification of basic system standards for the
 

distribution systems. 
Said system standards shall in

clude standards for service wiring and voltage level
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of primary and secondary lines. 
Said plan shall also
 

set forth Borrower's projection for providing
 

Indonesian currency and foreign exchange from its
 

budgetary sources to Beneficiary as required by
 

Section 5.1(b) and (c) of this Agreement.
 

(g) 	Advice of the International Development Association that
 

its Development Credit Agreement with Borrower (Credit
 

Number 165 IND) dated October 29, 1969, (hereinafter
 

"Development Credit Agreement"), and the Project
 

Agreement with Beneficiary executed in connection
 

therewith (hereinafter "Project Agreement"), 
are
 

effective within the meaning of those agreements.
 

SECTION 3.2. Conditons Precedent to Financing of General 
Consulting Services and of Procurement. 
Unless A.I.D. otherwise agrees
 
in writing, prior to the issuance of letters of commitment or other
 
commitment documents for the financing of technical and management
 

consulting services, and procurement by Beneficiary, the Borrower or 
Beneficiary, as appropriate, shall furnish A.I.D. in form and substance 

satisfactory to A.I.D.: 

(a) Evidence that foreign exchange has been made available
 

to Beneficiary for the purchase of third country spare 

and replacement parts for rehabilitation of diesel
 

and dydro-electric generators and related equipment; 
(b) Evidence of the establishment by Beneficiary of a 

reserve fund in Indonesian currency equal to twenty 
percent (20%) of the estimated total Indonesian currency 
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costs of the project, or such other amount as A.I.D. 

shall agree to in writing, which shall be used for 

the execution of the project and for support of operation 

and maintenace until the project is completed and a
 

plan 	for replenishment to maintain said fund;
 

(c) 	A plan for utilization by Beneficiary of general
 

consulting services for the Project. 
Said plan shall
 

include specific designations of counterpart personnel
 

of Beneficiary who will work with technical and management
 

assistance personnel, and who will be afforded participant
 

training, and a detailed description of the manner in
 

which the counterpart personnel of Beneficiary are to be
 

utilized for said purposes;
 

(d) 	A plan for procurement of equipment for the Project.
 

Said procurement plan shall include evidence of provision
 

for 	storage including secured storage at port or other
 

location pending receipt of customs clearance and for 

handling and transportation of commodities to project 

site and for storage at the project site. 

(e) 	 An agreement between the Beneficiary and a contractor 

for the provision of management consulting services
 

as required by Article II of the Project Agreement
 

with the International Development Association.
 

(f) 	 A contract between Beneficiary and a firm or 

individual(s) for the general consulting services to
 

be provided for 	the Project. The selection of the firm 
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or individual(s) to provide said consulting services
 

and the terms of said draft contract shall be in
 

accordance with A.I.D. Capital Project Guidelines
 

for consultant services;
 
for equipment and materials
(g) Procurement contracts/between Beneficiary and a firm
 

or firms, selection of which shall be in accordance
 

with A.I.D. Capital Project Guidelines. The terms
 

of said contracts shall also be in accordance with
 

A.I.D. Capital Project Guidelines.
 

SECTION 3.3. 
Conditions Precedent to Financing Construction
 

Services. 
Unless A.I.D. otherwise agrees in writing, prior to the
 
issuance of letters of commitment or other commitment documents for
 
construction services, the Beneficiary shall have met the conditions
 

precedent in Section 3.2(a) through (f), and in addition shall
 

furnish to A.I.D. in form and substance satisfactory to A.I.D.:
 

,a) A preliminary design for the Project which will form
 

the basis for the final design for each subdivision
 

of the rehabilitated system. 
Said preliminary design
 

shall include:
 

(i) maps and dlagrams showing the preliminary layout
 

of the proposed electric distribution systems.
 

(ii) detailed specifications for individual protytype units
 

which combine in varying quantities to form the
 

constructed physical plant;
 

(iii) an estimate of the quantity of each such unit; and
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(iv) 
any revision in the cost estimate for the
 

Project, including costs for labor and
 

materials for each prototype unit. 
Said cost
 

estimate revisions shall be divided into
 

U.S. dollar and local currency expenditures.
 

(b) A 
 contract or contracts for construction
 

services between Beneficiary and a firm or firms.
 

The selection of said firm or 
firms and the terms of
 

said contract or contracts shall be in accordance
 

with A.I.D. Capital Project Guidelines for construction
 

services.
 

SECTION3.f. 
 Terminal Dates for Fulfillment of Conditions
 

Precedent. 
Except as A.I.D. may otherwise agree in writing, if the
 

conditions required by Section 3.1 have not been satisfied within
 

five (5) months after the date of execution of this Loan Agreement,
 

or if the conditions required by Section 3.2 have not been satisfied
 

within sixteen (16) months after the date of execution of this Loan
 

Agreement, or if the conditions required by Section 3.3 have not
 

been satisfied within sixteen (16) months from the date of execution
 

of this Loan Agreement, A.I.D. may at arty time thereafter terminate
 

this Agreement by giving notice to the Borrower and to the Beneficiary.
 

Upon such termination, and notwithstanding any other provisions of
 

thisiLoan Agreement, the Borrower shall repay to A.I.D. the unpaid
 

Principal, if any, and any accrued interest. 
 Upon full payment in
 

accordance with the foregoing, all other obligations of the Borrower
 

and A.I.D. under this Agreement shall cease.
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SECTION 3.5. Notification of Meeting of Conditions Precedent.
 
A.I.D. shall notify the Borrower upon its determination that the conditions
 

precedent specified in Sections 3.1, 3.2, and 3.3 have been met.
 

ARTICLE IV.
 

Disbursements
 

SECTION 4.!. 
Requests for Letters of Commitment. To obtain
 
disbursements, the Beneficiary may from time to time request A.I.D.
 

to issue, and subject to the provisions of this Loan Agreement A.I.D.
 
shall issue, letters of commitment to one or more banks in the United
 
States designated by the Beneficiary and satisfactory to A.I.D., committing
 
A.I.D. to reimburse such bn;nk or banks for payments made, through letters
 
of credit or otherwise, to the Beneficiary or any designee of the
 

Beneficiary, pursuant to such documentation or requirements as A.ID.
 

may specify.
 

SECTION 4.2. 
Other Forms of Disbursement. Disbursements may
 
also be made through such other means as the Borrower, the Beneficiary
 

and A.I.D. may agree in writing.
 

SECTION 4.3. 
Terminal Date for Requests for Commitment Documents
 

and for Disbursements. 
 Except
 

as A.I.D. may otherwise agree in writing, no letters of
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commitment or other commitment documents shall be issued in response 
to requests received by A.I.D. after twenty-eight (28) months, and no
 
disbursements shall be made against documentation received after fifty-.
 
three (53) months, from the date of execution of this Loan Agreement.
 

ARTICLE V.
 

Particular Covenants and Warranties Concerning the Project
 
SECTION 5.1. 
 Borrower's Covenants. 
 The Borrower covenants 

and agrees that it shall 

(a) 
take all necessary actions to permit the Beneficiary
 

to perform its obligations under Article II of the 

Project Agreement between the Beneficiary and the
 

International Development Association within the
 

time limits prescribed in said Project Agreement,
 

taking into account Borrower's specific undertakings 

in this regard in the Development Credit Agreement 

between Borrower and the International Development 

Association and the objectives stated in Section 5.2(a)
 

hereof;
 

(b) make available foreign exchange to Beneficiary necessary
 

to purchase third country spare and replacement parts
 
for rehabilitation of diesel and hydro-electric generators
 

and related equipment, for other spare and replacement
 

parts required for the Project, and for any foreign
 

exchange costs of the Project required for completion
 

of, and operation up to completion of the rehabilitation
 

of the facilities described in Section 1.2 above over
 

and above the proceeds of the Loan provided for herein;
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(C) 	make available to Beneficiary any Indonesian currency
 

necessary for the completion of, and operation up to
 

completion of the rehabilitation of the facilities
 

described in Section 1.2 above;
 

(d) 	from completion of the rehabilitation of the facilities
 

described in Section 1.2 above until such time as
 

Beneficiary may become an autonomous, non-budget
 

supported corporation, assist the Beneficiary in
 

obtaining funds sufficient to meet the operating and
 

maintenance expenses necessary for the effective
 

utilization of the rehabilitated Project;
 

(e) 	assist the Beneficiary to carry out the Project, or
 

cause the Project to be carried out, with due diligence
 

and efficiency, and in conformity with sound engineering,
 

construction, financial, administrative, and management
 

practices.
 

SECTION 5.2. Beneficiary's Covenants. The Beneficiary
 

covenants and agrees that it shall:
 

(a) 	perform its obligations as prescribed in Article II of
 

the Project Agreement with the International Development
 

Association and implement said undertakings within the
 

time limits prescribed in said Project Agreement. In
 

carrying out the recommendations of the management
 

consultants under Section 2.02(b) of the Project
 

Agreement with the International Development Association,
 

the parties hereto agree on the following general
 

objectives that should govern Beneficiary's organization,
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structure, authority and operations and further
 

agree that Beneficiary's program to implement the
 

recommendations of the management consultants as
 

required by Section 2.02(b) of that agreement shall
 

be in accordance with the objectives hereafter set
 

forth and shall be subject to prior approval of A.I.D.:
 

(i) 	A revised schedule of electricity tariffs and
 

charges fixed at such levels as 
should provide
 

Beneficiary with revenuc sufficient (1) to cover
 

all 	its operating expenses, including admini

stration and overhead expenses, maintenance,
 

depreciation, and taxes, and interest on, and
 

to the extent it exceeds depreciation, amortization
 

of debt, and (b) to provide a reasonable return
 

on its 
assets and to finance a reasonable portion
 

of its capital expenditures; 

(ii) A revaluation of Beneficiary's fixed assets
 

in accordance with sound public utility practice';
 

(iii) 
Full 	and exclusive responsibility vested in 

Beneficiary for the public electric power sector 

of the Borrower, including planning, procurement, 

construction, operation, maintenance, and ownership
 

of all facilities therein;
 

(iv) Management organization and employment practices, 

including staffing patterns, salary structure,
 

and 	employee qualifications, in accordance with 

sound public utility practice;
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V) Operating practices, including records, accounting
 

system, billing and collection procedures, financial
 

planning and administration, insurance, repair and 

maintenance Procedures, and Procedures for systems 

operations, all in accordance with sound public 

utility practice;
 

(vi) Standard for the electric power system including
 

standards for equipment, materials, construction,
 

and operation and maintenace in accordance with
 

sound public utility practice.
 

(b) establish connecting fees for all future service
 

within the Tuntang system that will encourage increased
 

consumption of electrici+y;
 

(c) maintain the basic system standards for the distribution
 

systems required by Section 3.1(f) of this Agreement;
 
(d) 
replenish the Indonesian currency reserve funds required
 

in Section 3.2(b) hereof whenever necessary to maintain
 

said fund at twenty percent (20%) of the estimated total
 

Indonesian currency cost of the Project or such other
 

level as A.I.D. may agree to in writing;
 
(e) 
carry out the Project, 
or cause the Project to be carried
 

out, with due diligence and efficiency, and in conformity
 

with sound engineering, construction, financial,
 

administrative and management practices;
 

- 100 



- 14a 

(f) 	submit all plans, specifications, contracts, schedules,
 

and engineering construction ur procurement arrangements
 

for the Project, and all modifications thereof, to
 

A.I.D. as may be required by A.I.D. under this Loan 

Agreement or in letters of implementation, for its 

approval prior to their implementation and within the 

time periods established in Section 3.4 hereof; and 

carry out the Project, or cause the Project to be 

carried out in conformity therewith; 

(g) 	 adequately maintain, repair and operate, in accordance 

with sound public utility practices all Eligible Items, 

and any constructed facilities resulting from their use. 

ARTICLM VI. 

General Covenants, Wrranties and Agreements 

SECTION 6.1. Utilization of Eligible Items. All Eligible 

Items shall be u.1cd exclusively in carrying out and operating the 

Project. Thir; restriction shall apply only until such time as such 

goods can no longer be usefully employed for the Project, provided 

that no gols finmced hereunder shall be exported from the Republic 

of Indonesia without the prior written approval of A.I.D., and 

provided further that no Eligible Items shall at any time be used to 

prcniote or sssist any project or activity associated with or financed 

by ray country not included in Code 935 of the A.I.D. Geographic 

Ccdc Book as in effect at the time of such projected use except with 

the 	prior written consent of A.I.D.
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SECTION 6.2. Information and Marking. The Beneficiary
 

shall give publicity to the loan provided for herein and the
 

Project as 
a program of United States aid, identify the Project
 

site, and mark goods financed under such loan, as prescribed in
 

implementation letters.
 

SECTION 6.3. 
Notice of Material Developments. The Borrower
 

and the Beneficiary have disclosed to A.I.D. all circumstances which
 

may materially affect the Project or the discharge of their obligations
 

under this Loan Agreement and shall inform A.I.D. of any conditions
 

which may constitute a default hereunder or which interfere, or which
 

it is reasonable to believe may interfere, with the Project or the
 

discharge of any of their obligations hereunder.
 

SECTION 6.4. 
Inspections. The authorized representatives
 

of A.I.D. shall have the right at all reasonable times, whether
 

prior to completion of the Project or subsequent thereto, to inspect
 

the Project, the utilization of all Eligible Items, the books and
 

records referred to in Section 6.10, and any other documents,
 

correspondence, memoranda, or records relating to the loan provided
 

for herein or to the Project. 
The Borrower and the Beneficiary sball
 

cooperate with A.I.D. to facilitate such inspections and shall afford
 

a reasonable opportunity for authorized representatives of A.I.D.
 

to visit any part of the Republic of Indonesia for any purpose related 

to the loan provided for herein , 
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SECTION 6.5. 
Taxes and Duties. 
The Borrower covenants and
 

agrees that this Loan Agreement and the loan provided for herein shall
 
be free from, and the Principal and interest shall be paid to 
A.I.D.
 

without de,,duction 
 for nd free from, any taxation or fees imposed under 

lPw:; or oIeCJ-e in erf'Pect withinnny the Republic of Indonesia or any 

such taxe fe esor so imposed or shall bepayable reimbursed by the
 

Horrower. Tho importation of any Eligible 
Items, including the
 
provision of -serv!ce(s, sliall be free from all 
import duties, fees and
 

Laxes of whatever nakure 
 or kind.
 

2,VCTIOT. 6.6. Cojiuissions, Fees and Other 
Payments. The 
borrower and the Beneficiary warrant and covenant that in connection
 

with obtaining the loan provided for herein or taking any action under
 

wi!,h re.;pect to thi,; Loan Agreement they have not paid and will not
 
1;.v or agree t-o pay nor 
to the best of their knowledge has there been
 

paid or 
will there be paid or agreed to be paid by any other person or 
entity, colmlin.siom., fees or other payments of any kind, except as regular 
compens-ation to the Borrower's or the Beneficiary's full-time officers and 
employees or as compensation for bona fide professional, technical or 
ot;her comparable ;,ervices. rjhe Borrower and the Beneficiary shall promptly 

report to A.I. D. any payment or ai-,greement to pay for such bona fide 
llrofef3s:ional., technical., or comparable services to which it is a party 
or of which it has knowledge (indicating whether such payment has been 

made or iv to be made on a contingent basis), and if the amount of any 
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such payment is deemed unreasonable by A.I.D., 
 the party concerned shall
 
cause a reduction satisfactory to A.I.D. to be made tlerein.
 

SECTION 6.7. Renegotiation of Terms. 
 The Borrower agrees
 

that,,at any time or times when it is required to do so 
LyA.I.D.,
 

but not sooner than six (6) months prior to the date the first
 

repayment of Principal is due, it will negotiate with A.I.D. with
 

respect to acceleration of the repayment of Principal by the Borrower.
 

It is agreed that the Borrower and A.I.D. shall mutually determine to
 

what extent repayment of such Principal should be accelerated on the
 

basis of one or more of the following criteria:
 

(a) significant improvement in the internal economic
 

and financial situation of the Republic of Indonesia;
 

(b) favorable trends in the balance of payments and
 

.foreign exchange holdings of the Republic of Indonesia;
 

(c) ability of the Republic of Indonesia to make future
 

repayment of A.I.D. loans without interfering with the
 

service of debts owing to 
any United States Government agency
 

or any international organization of which the United States
 

is a member.
 

SECTION 6.8. 
 Insurance. Beneficiary covenants that it will
 

maintain prudent insurance coverage issued by responsible under

writers in such amounts and against such risks 
as is considered to be
 

in acqordance with good commercial practice.
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SECTION 6.9. Local Sales Agents Commissions and Service 

Payments. The Beneficiary agrees that commissions and service payments 

to local sales agents are not Eligible Items and therefore will not be 

financed under the Loan, and that it will apply such rules and procedures 

with respect thereto as A.I.D. .iay prescribe in Implementation Letters. 

SECTION 6.10. Maintenance and Audit of Records. The Beneficiary 

shall maintain, or caus-e to be maintained, in accordance with sound 

accounting principles and practices consistently applied, books and records 

relating both to the Project and to this Loan Agreement. Such books 

and record:: shall, without limitation, be adequate to show: 

(a) the receipt 9nd use made of Eligible Items; 

(b) the progress of the Project;
 

(c) current data covering operation; and
 

(d) financial condition of the Beneficiary. 

Such books and. records shall be regularly audited by independent 

cert;ified public accountants, in accordance with sound auditing 

standards, on a annual basis or for such period and at such 

intervals as A.I.D. may require, and shall be maintained for five 

:,ears after the date of the last disbursement by A.I.D. or until 

all sums due A.I.D. under this Loan Agreement have been paid, 

whichever date shall first occur. 

SECTION 6.11. Reports. The Borrower and the Beneficiary 

will furnish A.I.D. with such information and reports relating to 
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the Project, Eligible Items, and the loan provided for herein as
 

A.I.D. may reasonably request.
 

ARTICLE VII. 

Covenants Concerning Procurement 

SECTION 7.1. Procurement Source and Origin. Except as 

A.I.D. may otherwise agree in writing, all Eligible Items, including
 

itransportation services and.marine insurance, shall have both their
 

source and origin in the United States. Transportation services
 

shall be deemed to have their source and origin in the United States
 

if procured from a United States flag carrier. Marine insurance shall
 

be deemed to have its source and origin in the United States if
 

issued in the United States by a company authorized to do a marine
 

insurance business in any state of the United States. All other
 

goods and services obtainld for the Project, except transportation
 

services or as A.I.D. may otherwise agree in writing, shall have
 

their source and origin in countries included in Code 935 of the
 

A.I.D. Geographic Code Book as in effect at the time such goods
 

or services are procured. All Eligible Items shall be transported
 

to Indonesia on carriers of countries included in the said Code 935
 

as in effect at the time such transportation is procured. This
 

covenant shall be construed in accordance with A.I.D. regulations, as
 

from time to time amended,
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SECTION 7.2. 
Date of Procurement. No goods or services may be
 

financed hereunder which arise out of orders or contracts firmly placed or
 

entered into prior to the date of this Loan Agreement.
 

SE'CTION 7.3. 
Port Charfges. With respect to transportation services
 

that constitute Eligible Items, A.I.D. will finance under the Loan ninety
 

percent (9C4) of all ocean freight costs of each shipment, and ninety-eight
 

percent (98%) of such costs on any shipment under free-out terms. The re

maininig ten percent (].0%), or two percent (2%) of free-out shipments, repre

sent port charges in Indonesia, and'Borrower covenants that shallit make
 

available foreign exchange 
 to finance said port charges in accordance with
 

suich rules and procedures as 
 A.I.D. may prescribe in Implementation Letters. 

SECTION 7.4. Small Business Notification. In order that American 
snmall business shall have the opportunity to participate in furnishing 

]'.Lig:bLle Items, Beneficiary or Borrower, as appropriate, shall, at such 

Uime prior to orderinf or contracting for any Eligible Item estimated to 

cost. more than the equivalent of ].ive Thousand United States dollars 

($5,000) us A.I.]). may specify, cause to be received by A.I.D. such 

information, concerning Eligible Items as A.I.D. may require. 

SECTION 7.5. Ocean Shipment. At least fifty percent (50%)
 

of the gross tonnage of all Eligible Items (computed separately for 
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dry bulk carriers, dry cargo liners, and tankers) which shall be
 

transported on ocean vessels shall be transported on privately owned
 

United States flag commercial vessels. No goods may be financed
 

hereunder which are transported on any ocean vessel or aircraft
 

(a) which A.I.D. in a notice to the Borrower and the Beneficiary
 

has designated as ineligible to carry A.I.D.-financed commodities or
 

(b) which has been chartered for the carriage of A.I.D.-financed 

commodities unless such charter has been approved in advance by 

A.I.D.
 

SECTION 7.6. Discrimination in Marine Insurance. If in 

connection with the placement of marine insurance on shipments 

financed under United States legislation authorizing assistance to 

other nations, the Republic of Indonesia, by statute, decree, rule or 

regulation, favors any insurance company of any country over any 

marine insurance company authorized to do business in any state 

of the United States, goods financed hereunder shall during the 

continuance of such discrimination be so insured in the United States 

with a company or companies authorized to do a marine insurance 

business in any state of the United States. 

SECTION 7.7. Employment of Contract Personnel. The
 

employment of personnel to perform services under contracts financed 

hereunder, in whole or in part, will be subject to all applicable 

United States legislation and such requirements, including security 

clearances and limitations on the employment of third country 
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nationals, as A.I.D. may from time to time promulgate or specify
 
and, except ts A.I.D. may otherwise direct, all such contract shall include
 
provisions necessary to implement such legislation and requirements.
 

SECTION 7.7. 
 United States Government Excess Property.
 
The Beneficiary shall utilize, with respect to goods financed under
 
the Loan provided for herein to which the Beneficiary takes title
 
at the time of procu: emerit, as 
and to the extent provided in Implementation
 
Letter No. 1, such reconditioned United States Government excess property
 
as may be consistent with the requirements of the Project and as may be
 
available within a reasonable period of time. 
The Beneficiary shall
 
seek assistance from A.I.D. and A.I.D. will assist the Beneficiary in
 
ascertaining the availability of and in obtaining such excess property.
 
A.1.D. will make arrangements for any necessary inspection of such 
property by th,2 Beneficiary and/or Borrower or its representatives. 
The costs of inspection and of acquisition, and all charges incident
 
to the transfer to the Beneficiary of such excess property may
 
be financed under the Loan. Prior to the procurement of any 
goods, other than excess property, financed under the Loan and having, 
sought such A.I.D. assistance, the Beneficiary shall indicate to 
A.I.D. in writing, on the basis of information then available 
to it, either that such goods cannot be made available from 
reconditioned United States Government excess property
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on a 	 timely basis or that the goods that can be made available are 

not 	technically suitable for use in the Project.
 

ARTICLE VIII. 

Remedies of A.I.D. 

SECTION 8.1. Events of Default; Acceleration. If any one 

or more of the following events ("Events of Default") shall occur: 

(a) 	the Borrower shall fail to pay 

in full any interest payment or installment of 

principal o-' the Loan, or any other indebtedness or 

obligation, when the same shall become payable by it; 

(b) 	the Borrower or the Beneficiary shall fail to comply
 

with any other provision contained herein applicable
 

to it;
 

(c) 	any representation or warranty made by or on behalf
 

of the Borrower or the Beneficiary with respect to
 

obtaining the loan provided for herein or made or
 

required to be made hereunder is incorrect in any
 

material respect;
 

(d) 	 any indebtedness or obligation of the Beneficiary 

for the payment of borrowed money shall have 

become due and payable and not been paid;
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(e) all or any substantial part of the Beneficiary's
 

assets, business or operations (whether now or
 

hcreafter existing) shall be condemned, seized or
 

appropriated, or any action by any governmental
 

authority shall be instituted to dissolve or disestablish
 

the Beneficiary or to suspend its operations, or a
 

substantial part thereof;
 

(f) any franchise, license, right, privilege, or
 

charter, granted pursuant to or existing by virtue of
 

law or other legal authority and necessary for the
 

conduct of the Beneficiary's business, for the comple

tion of the Project, or for the carrying out of the terms
 

of this Loan Agreement is revoked, cancelled, or denied
 

in such manner as 
bo make it improbable that the Beneficiary
 

will be able to perform its obligations under this Loan
 

Agreement or that the loan provided for herein will
 

substantially fulfill the purposes for which it has been
 

established;
 

(g) The Beneficiary shall voluntarily enter into or be
 

subjected involuntarily to any procedure under the laws
 

in effect within the Republic of Indonesia for the relief
 

of a financially distressed debtor which is substantially
 

equivalent to a petition in bankruptcy or the appointment
 

of a receiver for the benefit of creditors; or
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(h) a material default shall have occurred 
after
 

the date hereof, and not been remedied after
 

notice, under any other loan agreement between
 

the Borrower and A.I.D.;
 

then A.I.D., at its option, may declare all o:- any part of the unpaid
 

principal under the loan provided for herein 
to be due and payable
 

immediately, and upon any such declaration, 
unless the default may
 

be cured and is cured within sixty (60) days 
thereafter, such principal
 

and all interest accrued thereon shall become 
immediately due and
 

payable. 
Goods
 

8.2. Termination of Disbursements; Transfer of 
SECTION 

to A.I.D. In the event that at any time:
 

an Event of Default has occurred and has 
not
 

(a) 


been remedies as provided above;
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(b) an event occurs that A.I.D. determines to be an
 

extraordinary situation which makes it improbable
 

that the purposes of the ioan provided for herein will
 
be attained or that the Borrower or the Beneficiary will
 

be able to or will perform its obligations hereunder; 
or
 
(c) any disbursement would be in violation of the legislation
 

governing A.I.D.;
 

then A.I.D. at its option, after notice to the Borrower and the Beneficiary,
 
may (i) decline to issue further letters of commitment or other commit
ment documents, (ii)suspend or cancel outstanding letters of commitment
 
or other commitment documents to the extent that they have not been
 
utilized through the issuance of irrevocable letters of credit or
 
through bank payments made other than under irrevocable letters of credit,
 
giving notice to the Borrower and the Beneficiary thereof, (iii) decline
 
to make disbursements other than under letters of comitment; and (iv)
 
at A.I.D. 's expemse, direct that title to 
goods financed under dis
bursements hereunder shall be transferred to A.I.D. at cost to the
 
Beneficiary, provided the goods are from a source outside the Republic
 
of Indonesia, are in a deliverable state and have not been off-loaded
 

in ports of entry of the Republic of Indonesia. To the extent that any
 
costs:.connected with the purchase and transportation of these goods
 
have been financed hereunder, these amounts shall be deducted from 

Principal.
 

I 
 SECTION 8.3. Refunds. If A.I.D. determines that any
 
disbursement is not supported by valid documentation in accordance
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with the terms of this Loan Agreement, or is not made or used in
 
accordance with the terms of this Loan Agreement, or was 
at the
 
time of disbursement in violation of the legislation governing
 
A.I.D., A.I.D., 
at its option, may, notwithstanding the availability
 
of any other remedy provided for under this Loan Agreement or the
 
exercise of the remedy provided for in Section 8.1, require the
 
Borrower to pay to A.I.D. in United States dollars within thirty
 
(30)days after receipt of a request therefor, an amount not to exceed
 

the amount of such disbursement'
 

.provided that such request by A.I.D. shall
 
be made not later than five (5) years after the date of the final
 
disbursement hereunder. 
Any such refund received by A.I.D. shall be
 
applied first to any accrued interest, and ther. to installments of
 

Principal in inverse order of their maturity,
 

SECTION 8.4. 
 Waivers. 
No delay in exercising or omission
 
to exercise any right, power or remedy accruing to A.I.D. under
 
this Loan Agreement shall be construed as 
a waiver of any such
 

right, power or remedy.
 

SECTION 8.5. 
 Expenses of Collection. 
All reasonable costs
 
incurred by A.I.D. (other than salaries of its staff) after an
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Event of Default has occurred, in connection with the collection of
 

amounts due under this Loan Agreement, may be charged to the Borrower
 

and reimbursed as A.I.D. shall specify.
 

ARTICLE IX.
 

Borrower Contribution to Beneficiary
 

SECTION 9.1.. Terms of Contribution. Borrower will make
 

available the proceeds of this loan to Beneficiary on terms to be
 

established within three (3) years of the date of this Loan Agreement,
 

or such other time as may be agreed upon by A.I.D. Bor±rower, Beneficiary
 

and A.I.D. will, consult together, and Borrower shall establish, with the
 

concurrence of Beneficiary and A.I.D., appropriate terms based upon
 

Beneficiary's financial condition aS of the date of such consultations
 

and agreement, taking into account the recommendations of the management
 

consultant under Section 2.02(b) of the Project Agreement and the program
 

for implementing the recommendations agreed to by Beneficiary, Borrower,
 

the International Development Association, and A.I.D. Under any repayment
 

terms agreed upon which terms may be made retroactive to the date of
 

this agreement:
 

(a) Beneficiary will have the right to prepay, without
 

penalty, all or any part of the debt to the Borrower on 

any date on which Beneficiary's interest payments are 

due and payable. Any such payment will be applied first 

to payment of any accrued interest and then to the 

remaining installments of principal in the inverse orcer
 

of maturity. 
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(b) A "maintenance of value" section, in the form of 

Section 9.2 below, will be included.
 

(o) 	Except as A.I.D. may otherwise agree, all repayments
 

made by Beneficiary to Borrower will be deposited by
 

Beneficiary in an account established for this purpose
 

only, and such deposits will be used only for such
 

purposes as are agreed upon by A.I.D. and Borrower.
 

SECTION 9.2. Rate of Exchange. With respect to principal
 

repayments and interest payments made to the Borrower by the Beneficiary
 

pursuant to Section 9.1 of this Loan Agreement:
 

(a) 	The amount of Indonesian currency equivalent to the 

United States dollar amount for which payment is due shall 

be computed on the basis of the rate of exchange pre

scribed in subsection (c) of this Section applicable to 

such payment; provided that in any case where payment 

is made after the due date for that payment A.I.D.
 

may require that it be computed on the basis of the
 

prescribed rate of exchange existing on the date of
 

payment.
 

(b) In the event there is no prescribed rate of exchange
 

on the due date for a payment, the amount of Indonesian
 

currency equivalent to the United States dollar amount
 

of the obligation for which payment is due shall be computed
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and Paid on the basis of the prescribed rate of exchange
 
existing on the date nearest preceding the due date for 
the Payment on which such a rate can be ascertained. 
Within sixty (60) days after the first date after such
 
due date on which a current prescribed rate of exchange
 
can be ascertained, the Beneficiary shall, upon the request
 
of A.I.D., make prompt Payment to the Borrower, or the
 
Borrower, upon the request of A.I.D., shall make prompt
 
reimbursement 
to the Beneficiary of the amount of Indonesian
 
currency required to make the total payment of Indonesian
 
currency equivalent in value to the United States dollar
 
amount of the obligation against which the payment was
 
made, computed on the basis of the prescribed rate of
 
exchange existing on the first date following such due
 
date on which such a rate can be ascertained.
 

(c) For purposes of this Section, the prescribed rate of
 
exchange between Indonesian 
currency and United States
 
dollars on any particular date shall be the effective
 
rate of exchange at which United States dollars axe sold
 
or offered for sale on that date in exchange for Indonesian
 
currency to residents of the Republic of Indonesia,
 
exclusive of Government entities, for effecting:
 
(1) the payment of interest and repayment of principal
 
on loans; (2) the transfer of dividends and other forms
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of earnings on capital investments in the Republic of
 

Indonesia; and (3) the transfer of investment capital;
 

provided that there is only one such rate in the
 

Republic of Indonesia for such transactions; provided
 

that A.I.D. and the Republic of Indonesia may agree in
 

writing on a rate of exchange applicable to this agreement;
 

ian provided, further, that so long as there is 
an established
 

Bonu Export rate under which essential commodities are
 

import into the Republic of Indonesia, that rate shall 

be the pr scribed rate of exchange. In the absence of 

such a Bonus 
 xport rate,if there is no written agreement
 

between A.I.D. and the Republic of Indonesia on the rate
 

of exchange applicable to this agreement, and if there
 

is no such single rate of exchange applicable to all of 

the three categories of transactions referred to in the
 

preceding sentence the applicable rate of exchange on any
 

particular date shall be the highest (i.e., 
the largest
 

number of units of Indonesian currency per United States 

dollar) effective rate of exchange at which United States 

dollars are sold or offered for sale on that date to
 

residents of the Republic of Indonesia, exclusive of
 

Government entities, to effect transactions within any
 

of the three categories referred to in the preceding
 

sentence.
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ARTICLE X.
 

Miscellaneous
 

SECTION 10.1. 
 Designation of Representatives.
 

(a) All actions required or permitted to be performed
 

or taken under this Loan Agreement by the Borrower,
 

the Beneficiary or A.I.D. may be performed by their
 

respective duly authorized representatives.
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(b) 
The Borrower hereby designates
 

and the Beneficiary hereby designates
 

as their respectives with authority to designate in
 

writing other representatives in their dealings with
 

A.I.D. The representatives designated in or pursuant
 

to the preceding sentence, unless A.I.D. is given notice
 

otherwise, shall have authority to agree, on behalf of the
 

Borrower and the Beneficiary respectively, to any modifica

tion of this Loan Agreement which does not substantially
 

increase their obligations hereunder. 
Until receipt by
 

A.I.D. of written notice of revocation of the authority of
 

any such representative, A.I.D. may accept the signature
 

of such representative on any instrument as conclusive
 

evidence that any action effected by such instrument is
 

authorized by the party on whose behalf such representative
 

purports to act.
 

SECTION 10.2. Implementation Letters. A.I.D. shall from time
 

to time issue Implementation Letters that will prescribe the procedures
 

applicable hereunder in connection with the implementation of this Loan
 

Agreement.
 

SECTION 10.3. Communications. Any communication or document
 

given, made or sent by the Borrower, the Beneficiary or A.I.D. pursuant
 

to this Loan Agreement shall be in writing and shall be deemed to have
 

been duly given, made or sent to the party to which it is addressed
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when it shall be delivered by hand or by mail, telegram, cable qr
 

radiogram to such party at its following address:
 

To the Borrower:
 

Mail Address:
 

Cable Address:
 

To the Beneficiary:
 

Mail Address:
 

Cable Address:
 

To A.I.D.:
 

Mail Address: 
 United States Agency for International
 
Development
 

American Embassy
 
Djakarta, Indonesia
 

Cable Address: USAID AMEMB DJAKARTA
 

Other addresses may be substituted for the above upon giving of notice
 

as provided herein.
 

All communications and documents submitted to A.I.D. here

under shall be in English, and all technical and engineering specifi

cations therein shall be in English and in terms of United States
 

standards except as A.I.D. may otherwise agree in writing.
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IFxecuted at Djakarta, Indonesia, on the date first above
 

written.
 

UNITED STATES OF AMERICA
 

By: 

Title:
 

THE REPUBLIC OF INDONESIA
 

By: 

Title: 

PERUSAHAAN LISTRIK NEGARA 

By: 

Title:
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ANNEX 13. 
 Provisions of the TDA Areements relating to Institutional Reform
 
of the Electric Power Sector
 
A. 
Cross index between IDA project agreement and A.I.D. self-help


objectives
 
B. 
Provislons of Development Credit Agreement between GOI and IDA
 
C. Provisions of Project Agreement between PLN and IDA
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ANNEX 13 - A.
 

Provisions of the IDA Agreeents Relating to Institutional Reform of the 
Electric Po-4cr Sector
 

,. Cross index between IDA Project Agreement and A.I.D. Self-Help Objectives. 

AID Self-Heln Obhective IDA Project A.roemunt Prov. 

1. 	Tariff Schedule Revision 202(a)2(ii), 2.041
 

2. 	RevaluaLion of Assets 202(a)3
 

3. 	Establishmcnt of Autonorqy over P111 
Operations 202(a)2(i), 4(iv) 

4. Revision of IMnalemc.nt Organization and 
Employment Staffing Pttern, and of Selary 
Structure and oWorl Procedures 202(a)'%2)(iii) 

5. 	Imnrovement of Onerating Practices
 

a. 	 accounting, records keeping, billing 
and collection practices 	 202(a)4(i)
 

b. 	financial planning and administration 202(a)h(i), (ii) 

c. 	repair, maintenance 202(a)h( iii) 

d. 	systems operations 202(a)4(ii)
 

6. 	 Definition vid Implementation of Standards 
for 	Service 202(a)4(iii)
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ANNEX 13 - B. 

B. DEVELoPm;:.T CREDIT AGREEMEiIT 

Si:cII'I,,., .,01. () '', w],,ojO"r shall cause the Projectto b! car.'ied ouat bw i'1,X withIt due dili'I.Icc atd efliiency,
and P'LN Io be OIC, ,T;.d and Oe at ed, i, coutornitv with
Soiid ad niiist railive, flap.al, engin ring, and publie 
O:lilitv practi,,s. 

S CIo.x .1.05. .The Borrowcr shall take all action whichshlil be lic.say oil its parit to 1inable PLN, to perforlit i. 
oaligt Ion. ndii" the Project A gre01io1t, includihlg thieM aldishm n aiddat inahilennoe of tariffs and charges asSI 'Cifi,:d in S,,clions 2.02(b) and 2.04I thereof, and shall not 
take anylactin that Would interfere with the perforniaiice
of such o 1igatitlll i . 

(b) Amioni. or-ed to P1,N for services provided by itto Coveritilidn ,l entities wNliio are clito and payable a. ofthe d:af,, of this Ag.'r-e,nent shuill b, paid to PLN within 
one venr fa1lOV:i ]n. such dat. The Borrower shall take allaetion nces.s, -0to en sit 'o at all times that anounts owed 
to PLN" for such sorviecs so provided aflt ' such date. bc 
prom)tly palid v;]i-.n clue. 

St-.'o'ro 4.0.:. within a period ending not later than
April 1, 197] the Borrower .lll cause I1TN to bo vested
with full anad exclusive re.ponsibility for tho public electric 
power sector of IN, orowo, iluchding plannin g, procur.'
ment, conm4uction, operat ion, naintonance ai( owaorship
qf all facilieiio therein. 
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AMJEX 13
 

Q. PIOJECT AGREEAEIT 

APTICLE II 

Particular Covenants 
Si:ciio:, 2.01. (a) P'lN :,hall Carr.y out the Project with

due dili geIct, Q times conduct its,.f1uieny. and shall all 
operatio.na arl affir, i ii a,:cordance with sound engineer
ing, pilic utility, aduiistrative anid fitanciM practices 
and under lhe . p rvi ion of experiene,.d and cozupet.!It 
Man.ageient. 

(b) P'N slall callse all works included in the Proiect 
to be cc ,t:ruetd e raI ,orsr'eeptalrle to the Associaly cIn, 
tion a rid PLY, or 1,''nnnt to other arrangnents satisfac
tor')" to the As oCiatio,. 

(e) Upon reqluet:z frot time to tinie, PLY shall furnish 
pron.,tl:y to the As es;ocin:tIon the 1lans, specifications and
the eo,.tructini sAhic(ul, for the Pi-ojtjct, and shall furnish 

rdetails of ny inat, rinl inodifeati ous subsequently ade 
therein, in d:ueh asdetail the Assoeiathn slul from tnic 
to time request. 

S cujx 2.02. (a) PLN shall employ nmnagmeniut con
sultants aeirtall, to, and on term., and cotiditio.: satis
factors" to, th: A ssoeiation to 

1. assist in the managerent and operaliots of PLX; 

2. reviuw and omnke reeonmenrda tions on the organization 
and operalion of the electric power sector including 

(i) the adequmcy of the Governing Laws for thr IIur
lo'e of P1 ,N S' l retiit its operationis aeCocl
ing to the crite,;r set forth in S'etion 2.01 (a) of 
this Agre.., eat, including the authority of PLN 
to determiue its own t neording to criteriaariOs 
stipulated in such Laws, sIbject only to appro
priate adirnistrative review; 
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(ii) 	 th electri,i it'" arff 'trut-ture, having regard to 
the co.t K' I'[N of providing srviec,, and 11lN's
capitllrvlirnn silO ..
 

(iii) 	 enlld'niint j:,2e wilhin powcr sector;k the 

3. 	 assist PIN,in the orga izahton nud iililemeation of 
a valu:l tir of til:i.ed assets of PJ1 ; 

4. review, prepare and am ;ist in the in.titution of up
propriAt,: methnds and lpromedures of PLY relating to 
the followi n': 

(i) 	 record.,4, accountiug system and financial prac-. 
tices; 

(ii) systemiph'Fllh and operatil,, teelliques; 
1
(iii) 	 ,tandard: for,.' , operation and maintenance; 

(i v) ColltIract itg, pirnt!Irenit and inventory pre
tices; and 

(V) ilt-,iAlli COv F:itC . 

(b) IPl,N unfera!it ,sthat it willplronaptly carl.y out such 
reconm,-ufla;li',-;.(if the cas.mltat- resulthig from their 
actOWitiN.- iT.Oricd to in tlie fotegCoilig pa i 'rpI -,s the 
Bur'rower aml tho .\-',ocia tion .shall consider appropriate. 
] ce lt,,i,aiInu- lelatill; to the organization, st:'uetuic 
and op:'rzatio,- of IPlN, intlding any required conol iida
tion, rtodill'-;ti, or pptllolf-;te1tillg of the (overtiig T aw-, 
Sh l!be itlp,.,I ,it ttld witlhi one year after thic E ffective 
I)at, ; aid thosc provid ng for' tle estatlishment of a sched

el of tArifa il chtoo pusui',an to Section 2.04 of this 
A,'eantcut, within thirty-two itontoths of such date. 

(c) PLN uiderttl:e-s that the valuation of the ixed 
assets of PLX shall be completed within twenty mlionths 
of the Effective Date. 



3 
SF:cTo. 2.M. In c'n ryjiqg2 out the i'roejct, I'L, shall 

cmploy ell'iniI.I . ('011 i111, Icecelytabl( to, anld on ters 
anud conditi,,. ti the ocitioun, for Hiesact,,r. to, A. 
following pn 'po-. : 

(a) 	 'eviv.i g tw elc'ctricityv di sriltmion systei of I'LN 
:n Djnlzarta and ewirons; 

(b) preparing spe(Ifiat ions for the ecquipenl, supples 
and nriterial to preouredI,(: undcr the Project; 

(c) 	 ,";iqi PJ, N in the evaluation 6f bid.,, awards of 
con tracds and in the procurement of such goods for 
thi Piroj,,,t ; a :1 

(d)coordinating and supervising the installation and 
constuction wrk included in the Project.. 

S1:c'ru, 2.0-1. T'l(, revised sheldule of eletricity tarifs 
and cl u'es~ to he imnplenel fed as liovidId in Section 
2.02l) sill st foith OliTis and eharges fixed at such 
levals as shotld provide 1'1N with revenue srftient : 

Ia) 	 to cover (i) all operating expises of PLN, including 
admiu. traltion and overhead expeNIIses, main teUnance, 
depreciation and taxe-, and (ii) interest on, and to 
the extent it excecds depreciation, a 'lifization. of, 
debt; and 

(1.') to finaice a reasonable portion of' PLN's capital 
expendi hires. 

Tnercil 'r,unh::s the Assuctioun shall otherwise agree, 
PLN sh.ill frc, l time to time make such revisimis in its 
schedule of hariffs as shall he tecessary to maintain such 
a volume of revenu,, and slia LI submit such revisions 
promptly to. the B.orrower for such adnihiistrative review 
as shall be required under the Governing Laws. 
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