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AID-ILC/P-886
March 11, 1970

SUMMARY AND RECOMMENDATIONS

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

2. The Benefiicary is Perusahaan Listrik Negara (PLN), a wholly owned
Government utility (Perum), which is entrusted with substantiaelly all of the
rub-lic generation, transmission and distribution of electrical power in
Indonesia.

B. LOAN:
1. Amount: Not more than U.S. $16.8 million.
2. Terms:
a. U. 5. Government to GOI: This will be a 4O-year loen to the
Government of Indonesia, with interest of 2 percent for the first 10 years
during which ne amortication payments will be required; thereafter 3 percent

interest for 30 years, during which time the loan will be fully amortized in
level semi-unnunl installments of principal and interest, payable in U.£, Jdollers.

b, GO te PLN: 'The second step terms from GOI to PLN will not now be
specified. 'They will be determined after a three-year grace period based upon
the recommendations of PLN's management consultants and the program adopted
by the GOT anu PLN for implementation of those recommendations (see Section II A).

C. TOTAL CCST 01 THE PROJECT:

The total cost of the project is estimated to be equivalent to $22.2
million of which the A.I1.D. financed foreign exchange costs are $16.8 million,
third country foreign exchange costs are $900,000 and local currency costs
are the equivalent of $L,500,000 (the latter two to be provided from the GOI
National Development Budget).

D. DESCRIPTION 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-elcctric generating facilities will be rehabilitated and additional
capacity for minimum interim needs will be provided. A major comgonent of the



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. PURPOSE 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:

Rehabilitation of the Electric Power Systems in Central Jave is recommended
in the October 1968 1BRD Appraisal Report, "Current Economic Position and
Prospects of Indonesia," and is included in the current 5-year plan of the GOI.
A reconnaissunce study for this activity was conducted by two AID/W power engineers
in carly CY 1969, and a Feasibility Analysis was prepared in the last half of
CY 1969 by an clectrical engineer public utilities specialist, and two short-
term specialicsts. The present rehabilitation project will provide better and
more reliable clectric service to selected areas within the part of Indonesie
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 recomnended as part of the U. S. commitment under the
Intergovernmental Group on Indonesia. Other donors are also working in the
power sector in Indonesia: IBRD, Djakerta; 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
FxIm clearance for A.I.D. participation herein has been received.

H. ISSUES: None.

I. STATUTORY CRITERIA:

This loan meets all statutory criteria. See Annex 1l.

J. MISSION AND EMBASSY VIEW?

USAID and the Country Team recommend that the loan be made.



K. RECOMMENDATIONS:

Authorization aof 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 . . . . . . . . v v v v v v v . . . Paul Wenger
Engineer . . . . . . . . . .. ... .. .... Bruce Kent

Economic . . . . . .. .0 L. . Edmund Auchter
Controller . . . . . . . . o v v v e e Charles Martin
Program * ottt e+ s e ¢+ o .+ . .. . . John McCarthy
Consulting Loan Officer . . . . . . . . . . .. Howard Helman

A1D/VW CAPITAL ASSLOTANCE COMMITTEE MEMBERS:

Loan Orficer and Chairman . . . . . . . . . . . Howard Helman
Engineer . . . . . . . . . ..., ... .... Earl F. Clark
Attorney . . v v 0 L o s e e e e Stanley B. Kay
Srocurement ... .. . . . . e e .. « + « .+ Robert Cahn
Desk Officer o o v 0 v v v v w0 v v v v w . Gerald Kamens
Consulting Loan Officer . . . . . . v . « + . . Norman Cohen



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 projJect 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. 1In 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 o?fices within the Ministry and PLN itself, has at best been
haphazard." i1

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

1/ 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 connection fees. Annual consumption of electricity is

about 15 KWH per person, one of the lowest in the world (See Annex 6A)
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 1669. 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 Hagelang 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
tcchnical 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 Llectric 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 40 times present system capacity;

¢) 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 Indonesian Development Program

"In common with other Sectors, upreep of electric power
facilities and their development have lagged dvring the long period of
political and economic difficulties in Indonesiwn and in general power
supply is now inadequate or worse. Improvement and expansion of electric
power services therefore rank high among the pricrities 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. 1In 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. An investmeut of
about U.S. $260 million equivalent, of which 72% is foreign exchange,
is involved, its implementation depending primarily on the degree of
multilateral and bilateral assistanceprovided to the sector."2 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
managemant 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 programmed 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.

L. Current Status of the Indonesian Economy

The general economic condition of Indonesia has continued to
develop favorably in 1908 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 preceeding 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. barly in January 1970, prices in Djakarta rose sharply following
an increase in tlhe 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 curtuilment of the former inflationary momentum has led to some
sluggishness in the cconomy, reflected in the low demand for imports and
domestic credits, and steps are being taken by the Indonesian government
and its monetary authorities to increase economic activity through en-
couragennt of new Investment and its careful guidance to economically
importunt areas. The growth of the economy continues to be handicapped

by the geuerally poor condition of lndonesia'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 LCevelopment Plan, (REPELITA - an acronym from the
initial letters of the Plan's title), of which theproject to be financed
by this loan is a part, conif.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.$1 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 PAYMENTS (Millions of U.S. Dollars)

19671/ 19681/ 1969L/ 19702/

Revised Projection Projection
Est.

Exports (FOB)

Non 0il 526 569 622 676

Net 0ilk/ 69 78 100 139
Net Private Capital & Credit3/ 100 65 64 63
Total Sources 695 712 786 878
Total Uses 9717 990 1114 1358
Non 0il Imports 737 751 886 1059
Non 0il Services (net) 156 160 183 215
Debt Servicing 54 75 53&/ 84
Errors & Umissions 30 L 8~ -
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 0il,.but including repatriation
L/ Based on data for first 6 months

c. Self-Help

The IBRD and the IMF have been responsible for working with
the Govermnment 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 irecent 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 busis, we conclude that economic conditions and
the current economic performance of the Indonesian Government warrant

proceeding with this loun. 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). PIN 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 Porrr.

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
departm:uls; Personnel, Operations, Financial, and Construction. De facto
control of cperations 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 1. operating
regions. OUrgunizational charts of the public power sector and of the
Board of Directors and management staff are shown in Annex L A.

2. BScope of Responsibilities and Operations

PLN is responsible for all public utility electric power
service throughout Indonesia. 3/ PLN operates bovwer systems on the island
of Java and in Medan and Palembang, Sumatra and Mekassar, Celebes, and has
the potential of becoming a large utility. It also operates many small
isolated systems throughout Indonesia. P.LN'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
1s operated by a separate authority, but sells its power to PLN
exclusively.
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1) as indicated, the central managemeat is not autonomous;

2) purchasing and contracting are outside the control
of PLN management with the 1csult that expenditures may not be responsive
to priority needs. Assumption of these functions by higher authority
within the Minis:ry has led to deterioration of the planning function
within PLN. (Th..re have been problems associated with importation by
PLN of commodities financed 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 tut records manegement and coordination of
information is lacking, centralized picnaing is not based upon data
available from records within the districts;

) there are too msny employees and salaries are grossly
inadequate, efficiency is hampered, and few persons are adequately trained
or expurienced in tasks they are called upon to perform; and

7) planning for system operation, capital investment,
and allocation of funds are accomplished on an ad hoc basis. Major

systems often suffer from shortages of needed operating funds.

L. 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
necded (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; (l) imprcvement in staffing pattern, salary
scules, and standards for employment; (5) improvement in opcrating and
maintenance practices; and (6) adoption and continuing use of suitable
system standards. Accomplishment of these reforms have been included as
self-help obJjectives in Section 5.2(a) of the A.I.D. draft Loan Agreement.

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

The format for accomplishment of refoims 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
{ask 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 X

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

( The consultants will make recommendations in such areas
as governing laws, asset revaluation, tariff schedule revision, employ-
ment practices, and operating procedurégz7 Legal reforms are to be
accomplished within 12 months of the effective date of the agreement, e
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 manzgement 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 Agreement;&
commitments by the GOI and PLN to accomplish the obligations -

"as prescribed in Article II of the Project fgreement 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
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and (2) ‘o provide on-the-job training to Region X personnel in
management and operation of the systems in Central Java. Training
will be provided both by the project engineer where consistent with
his responsibilities and by the general consultant. The general
copsultunt will provide general engineering consulting services to
PLN Region X for an extended period and will be the focal point for
coordination of all Region X training and institutional development
activities. He will also be responsible for coordination with the
IBRD munagement consultants. The scopes of their responsibilities
are defined in Annex 2 B.

The general consultant will provide personnel who
have performed system operating tasks such as generating plant and
glectric system maintenance, accounting, load dispatching, system
operations, etc., to work with PLN Region X personnel on a continuing
basis to develop their skills and build their confidence in good
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. Hvaluation of PLN Capability to Implement the Project

For this project, PLN and the GOI will budget for and
will provide a reserve fund to meet on a continuing basis the costs
of project implementation and operating expenses for Region X. The
GOI has agreed to budget for payment to PLN of uncollected billings
from budret supported State enterprises. PLN will eliminate unrea-
sonable connection fees for new service and will undertake to promote
new customer usage and to expand existing consumption. Most impor-
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 (1) to y
develop its own technical and menagement practices within Region X to. /ﬁ
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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{h. 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, JogJjakarta, 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.3. and in third countries) to PLN personnel in Central Java
(Region X) throughout the rehabilitatior period to develop sound management,
operating and 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 L5 1230
Additional Generating Capacity 4315 863 5178
Tools, Service Equipment, Communications
Equipment 350 25 375
ProJect Engineering Services 1705 305 2010
General Consulting Services* 82l 824
Sub-Total 14188 870 3788  188L46
Contingencies 1415 380 1795
Price Escalation 1192 332 1524
TOTAL 16795 870 4500 . 22165
¥ Participant training 35
Library 8
General Consultant 781
82k

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 KV (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.

B, 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 4.k 48.0
Actually Kealizable Now 8.0 13.0 5.6 1k k4 1.0
Capacity When Rehabilitated 8.0 15.0 9.2 1.4 L6.6
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%2 of current
KWil zeneration (dependi..; on water availability) comes from the Djelok and
Timo hydro-electric stations. g?ehabilitation, principally cleaning and
reyair of tunnels and aqueducts,, is expected to increase realizable peak
capacity l'or these units by 2.0 MW to 23 Mw;] hdoption of an improved rule
curve for water flow {rom Rawa Pening Lake, will substantially increase the
nunber of KWH generated by these units.

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 or 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.

Tnree 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.L 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). 1Included 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 (1IDO).

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 voltage 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 and Jogjlakarta, 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.

¢. Distribution Systems

Distribution is effected at a nominal 6 KV, mainly by
underground cable. Many cable runs are old and failures are frequent. gince
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 pover 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.

‘ PLN has concurred with the Consultant's recommendation to
eliminate the underground distribution system and to replace this with
a 20KV overhead system using a much larger number of smagller transformer
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units which will be pole mounted:][Service lines will be short to reduce
losses and to provide better service voltage;) 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 required initially for each one of the four
major cities. The existing principal substation at Djatingaleh, on the
outskirts of Semarang will be eliminated.

Ihe 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
materiual specifications and usage history, we have questioned the desirability
of such practice. We have concluded, with the concurrence of the consultant,
who prepured the feasibility aralysis, that it cannot be determined without
further study and testing appropriate for the detailed design for the project,
whesber 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. The Project Engineer will determine
whether and to what extent existing service wire can be utilized?]

G&bst residential customers have their service regulated by
current. 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 consumers will probably occur during rehabilitation period. Funds
have been provided for this purpose.

\llew substation transformers will be needed to step-down
voltage from transmission lines (now 30 KV) to the . stribution voltage
(now G KV but being changed to 20 KV). It is antic ~ated 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 final 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 T70/30/20 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 tools, 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); e smaller unit is believed adequate for Magelang.

e. Communications Egquipment

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 ITtems

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.0. 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 IT 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 pPlan 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.h  134.6
Jogjakarta 19.2 20.4 23.5 28.4 32.0 35.5
Solo 27.2 28.8 33.4 Lo.2 5.7 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.

Sales by Type of

Customers
Industrial 17.9 19.8 27.3 h1.1 45.8 48.8
Commercial 9.5 " 9.5 12.5 16.2 21.3 26.0
Residential 80.0 8L.4 93.0 105.8 118.2 129.7
Other¥* 20.8 22.0 23.8 26.0 29.7 33.3
Totals 128.2 135.7 156.6 189.1 215.0 237.8

¥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
& 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, etec.) 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.
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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

Direct measurable benefits include (1) savings in distribution
losses; and (2) value added through additional energy consumed. The latter
is a complex quantity comprising (1) increased KWH consumption expressed in
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 30k.2 (161.8) 166.4 161.6 1136 1102.9
1971 T0 499.2 674 636.6 568.4 4347 3881.4
1972 176 1040.0 (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) 2731.4 1291k, 9% 50 28.4
There- 0 0
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;

L) 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, etec. 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

l. Alternative Sources of Financing

This project is.recommended ag 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 of 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. 8. 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 Country Local Currency Total
1970 33l 720 82 1136
1971 2855 150 13k2 4347
1972 6291 1891 8182
1973 5288 1185 6473
197k 1977 1977
1975 50 50
TOTAL 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 Naticnal 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



- 26 -

from the National Development Budget will be prepared, which will specify
annual levels of support, and a reserve fund in rvpiah 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 pu pose 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, 5., 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 Bloe
debt is sabout 60%.9f

Indonesia's western creditors have rescheduled the massive
"Sukarno debt" on three separate occasions to cover the periods mid-1966
through 1967, 1968, and 1969, In late 1966 agreement was reached with the
U. 8., France, Germany, Italy, Japan, Netherlands, and the U. K. to
reschedule 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 class
of debt due in 1969, totaling approximately 80 million (of which $22.6
million was owed the U. S.) was rescheduled by the Western creditors. 1In
1969 an agent of the IGGI creditor countries, Dr. Herman 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 & committee
of the Western creditor countries. These creditors form the so called
"Paris Club". They are now working on formulstion 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
8 rescheduling would be to firmly establish Indonesia's credit worthiness
and to provide for a debt service burden which will rermit 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 rnost
difficult situation. The ARS plan presented to the Paris Club countries is
now being discussed by those creditor nations. In the interim a further
annual rescheduling 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
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" 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. OCther 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.

4, Financial Structure of PLN

The current financial structure of PIN, following economic and
political instability in Indonesia during the middle sixties with its
accompanying inflation, is confused. Poor flow of information, erratic ™
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 others 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: U. S. Dollar Equivalent
Sale of Electricity $ 2,147,k0k4.10
Other Income 203,435.50

Total Gross Receipts 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 __—~§ﬂ§j§§6756
TOTAL $ 2,350,839.7C
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 PIN Central $ 2k2,890.20

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 clasgses#
is:

Unmetered Residential (approx.) 1.0¢/KwH
Metered Residential 2.5¢/KWE
Industrigl ## 3.0¢/KWH
Commercial L. 7¢/KWH

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

*# Industrial consumers are prevented from teking service
during the 5-11 p.m. peak.
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Revision of tariff schedules, anticipated before 1973, is
eéxpected 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 g reconstruction and
development tax on State enterprises, Since current PLN operations are
Supported from the GOI Development Budget, tax assessments are eijther not
significant or meaningless, However, after revaluation of assets and
establishment 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 ang growth., A Tecommendation
on tux consideration ig expected from the IBRD menagement consultants ip the
financial reorganization plan.

T. Arrangement ; for Transfer of the Loan Proceeds from the
GOI to PLN
== 2O L

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

réasonable return on its revised financial structure (both debt and equity)
without major upward adjustments in the average cost/KWH, Therefore, we
have decided to not specify at this time the second step terms, and to

IDA agreed to an equity contribution by the GOI in PLN for the
Djekarta rehabilitation project. Their acceptance was based upon expectation
of an improved revenue position following revision of tariffr structure, angd
they are optimistic that the equity will begin to earn g Teasonable return
shortly following tarirff revision.

recognize that the complexity of the transition may complicate and perhaps
delay somewhat the timing for realization of Some reforms. We conclude
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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 permitted during 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 gtructure
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, GOI,
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. 8. 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. 8. 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 & 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.

é_/ 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 peyments arising in the 1970's.
General agreement has not been reached between the Indonegians
and the Soviet Bloec 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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ITI. 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, 1970
Initial Procurement of Long-Lead Items January 1, 1971
Arrangements for General Consulting Services January 15, 1971
Construction Contract Approved October 15, 1971
Piesels and Gas Turbines Installed September 1, 1972
Rehabilitation Work Completed May 1, 197k
General Consulting Services Completed July 15, 197L*

¥ 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 undertalken 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 gt eral 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 wmaterial 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 Arnex 2 B.

Cciditions precedent to initial disbursement require, in
addition to standard A.I.D, provisions: (1) 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 precedent to initial disbursement siiall 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 suthori-
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)

(2) 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 PIN and
is a valid and legally binding obligation in accordance with its terms.

(¢) 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.0. 14k1.1).

(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 system 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 GOI's projection for providing Indonesian currency and foreign
exchange from its budgetary sources to PLN.

(g) Advice of the International Development Association that
the agreements 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 relat:d 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 manage-~
ment 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 IT
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.0. 1L4k1.1).

- Procurement

{g) Procurement contracts for equipment and materials between
PIN 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 (&) 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. 0. 1kk1.2).

3. GOI Covenants

(a) GOI covenants and agrees that it shall take all necessary
actions to enable PIN 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 GOI'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 L4.(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 PIN 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 PIN'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 systen, 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 maintenence, 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) Maintein the basic systems standards of the distribution
network.

(d) Heplenish 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 due 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-IIC/P-886/A Draft
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 authorize 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
"GOI") 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
Negara (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 (lO) 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 (L4O) 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 servicés.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: '

(1) 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 macde in accordance with a Project Agreement
between Beneficiary and the International Development
Association, Reneficiary 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 tc provide a reasonable
return on its assets and 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;

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

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

IMPLEMENTATION 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 Fngineering 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
account., 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

l, 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 Comstruction Services of the United States Source
and Origin" (M.0. 1k441.2).
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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 muterials and equipment to be procured by the construction
contractor, However, final design for the distribution system will be
completed on 4 piecemesl 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 preliminary design based upon the number of each such units and their
estimated installed cost. With this information, the project engineer will
rrepare an invitation for bids for the construction contract which will
define the scope of the project, identify the individual censtruction 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 numbers of units and to break down that bid price
into & 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 ihe local currency component
would more ndvisably be bid on a fixed unit price or cost reimbursable basis.
Payment to the contractor shall be made on the basis of actual yuantities 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" (4.0. 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 are to be included in the construction
contract. When this recommendation is approved by PLN and A.I.D., the
project enginecr 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 commodities which he has procured and for assuring that
commodities procured 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 prepure staking sheets and material inventory sheets
for use during the construction period and also will aid and assist PLN
In acconuling for these used materials.

2. Construction Contractor's Role

When a summary 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
prroject 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. 1In 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 and incorporated into the project.

The TFB 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 remove units to be retired from the system and return
all of tre materiasl to the designated PLN warehouse.

The contractor may at the completion of the project turn in for
credit, ai 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 breakagr of materials handled by the contractor
shall be for his account.

The construction contractor shall be responsible for timing
of arrivals of adequate qnantities of materials and equipment as the
construction work progrenses, for inspection of materials and equipment
which he has provided, for handling and utilization of all materials and
equlipment 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 8. 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.3 flag carriers,
and port charres shall be pald with foreign exchange provided by the GOI
and o trust tfune for such purpose will be effected through sideletter
agreement.

The: 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.
The construction contractor will be responsible for storage and handling
of these materials and equipment for the project, and for control and
accounting of existing facilities being retired or divert=d to alternative
use, Tie construction contractor must arrange time and delivery for all
other items and must assure that all equipment and materials as needed are
timely availaple. It will, therefore, be necessary to carefully schedule
shipping arrangements to avoid possible delays.

It ic 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
comnodities 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

Broad management consulting services will be provided to the
PLN centrul organization es part of the IDA loan for Djakarta rehabilitation.
The technical assistance and training for this project will be focused upon
PLN Reglon 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 Jave and participant training in the U. 8.
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. Arrangements for General Consulting Services

To permit flexibility, management control, and continuity, we
believe it is desirable that general consulting services be vrovided under
contract with @ consulting firm. However, additional services on a
personal contruct basis misht be permitted for short-term services or
special circumstances. The consulting firm may not be the same firm
providing project engineering services.

The 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
consulting 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 bhroad 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 who will train PLN personnel at the operational level.
The scope of work for the general consultant is outlined in Attachment II.

- 11 -
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L., Participant lra n'ng

It is rlanned to traln selected PLN personnel, prircipally
through work exrorience at operating utilities, in U. S. or a third
country to develop skills in operation and maintenance of generating
equipmen’, loud dicputoching, equipment procurement and accountability,
and utilivy sccounting. The training period for any employee will
probatly not exceed six months.

Participant training is recommended for the following classifica-
tions of personnel:

[xe]

Chief Plant Superintendents

Production Plant Superintendents

Accountants

Equipment and Supply Management Control Superintendent
Systems Operation Superintendent

= =N

The program for participant training is outlined in further detail in
Attachment II1I. ‘

-12-



Attachment I
Annex 2 B

SCOPE OF WORK FOR PROJECT ENGINEER

The Contractor will accomplish the tasks outlined in this scope of
vork and obtain the appropriate approval of PLN as the tasks are
accomplished. Since one important element of the rehabilitstion
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

1. Prepare and recommend the following basic criteria for systems
design, consistent with basic system standards established by PLN:

a.
b.
c.

primary voltage
secondary voltage
voltage drop permitted in:

(1) primary lines
(2) secondary lines
(3) services

Use of single phase and three phase secondary
Use of poles - i.e., concrete, tropical treated SYP, etc.
Re-use of existing materials such as:

Steel poles

Copper secondary lines
Copper secondary conductor
Services

— N e e

1
2
3
4

P

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.

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

Maps and drawings

(1) Select standard, high guality 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 disgrams, drawings, etc.
-13_
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Establish gener~l criteria for engineering

a.

b.

C.

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

Adopt a construction code such as NESC or any other recognized
code which will insure sound and safe construction.

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

sstablish a2 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 =znd breakage which may occur.

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

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

Project Scheduling

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

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

Submit to PLN and AID monthly progress reports, in a timely
manner, showing progress made during previovs months and
outlining the problems that have arisen ari suggesting
remedies.

- 14 -
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4., Design for Rehabilitation
4.,  Distribution Systems, Preliminary Designs (incl. switéhing stations)

) Semarang

) Solo

) Jogjakarta
)

(
(
(
( Magelang

1
2
3
L
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:

Kalisari diesel plant

Kudus diesel plant

Jogjakarta existing diesel plant

Djelok hydro generating plant including cleaning and
rehabilitation of plant tunnels and aqueduct.

(e) Timo plant switchyard (lightning protection)

(a
(b
(c
(a

— e e S

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.

-15_



b. Using the proeiiminary design for the distribution system listed
in b.a. ab.ve, break the rejuirements for each system into
standard construction units, price them and arrive at estimated
installed unit prices showing labor and material separately and
sepurating [orelen exchange and local currency costs. Develop
the overali cust from the product of the unit quantities and
the unit costs.

¢. Combine a and b above to arrive at the total overall project cost.

B. Procurement - Materials

1. Material and eqguipment 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.

¢. EBEvaluate 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 materizl procured for PLN under B above. The contract will
include all work described under A. k.

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.

¢. 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 modiiications.

g. 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.

- 16 ~
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Include a schedule for each city of the rehabilitation work
to be performed and the proposed completion date for each
operation.

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

Include a 1list 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.

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.

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 gond condition, at the demonstrated cost to the contractor
for the material delivered to the on-site warehouse.

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

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.

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

Construction Contract Supervision

l'

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.

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 rehabilitation of the distribution systems, coordinating

the work of the contractor to maintain as good service to the customer
as possible; alsc uaintuin street lighting capability as far as
possible,

L, 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 accept 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.

L, Maintain a cumulative inventory of construction units installed and
accepted.

2. Correct all key and detail maps and druwings as the construction progresses.

6. Complete the final inventory of the rchabilitated 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 shnpe 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

) Requirements of the safety code.

) Design of standard construction units.

) Distribution system design to carry projected loads.

) Voltage regulation and sectionaling of distribution
and transmission system and application of relays.

(5) Construction supervision practices.

(6) Preparation and use of implementation schedules.

(7T) Construction inspection

(8) Keeping of running inventory of construction units and
updating of construction maps.

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

0) 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 & training
requirement, 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,

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 engineer co§fletes his services under this contract, he should
leave the PLN ‘R%%%é ing department as a going concern complete with
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,

k. 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.

- 19 -
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Attachment II
Annex 2 B

SCOPE OF WOKK FOR GENERAL CONSULTANT

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
¢. 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
broper management, administration and operation of their power system and
facilities. The primary objective will be to establish self-sufficiency

of PLN Kkepion X personnel in utility management and system operation and

maintenance practices.

Statement o7 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 bersonnel of long standing experience
in their field of specialization, to work directly in the offices,
plants and shops of PLN with the counterpart personnel who are
responsible 1or the various phases of management and/or operatiorns
of the power systen.

3. To develop and carry through spenialized programs of instruction in
those particular phases of utility administration, management , operation,
mainter:.ace, etc., as may be determined to be desirable.

L. To coordinate all phases of general consultation, technical assistance
and training in management and operations with that of the IBRD (Worla
Bank) in order to implement the procedures being established by the PLN
Centrul Organization.

5. To cooperate with the rehabilitation project engineer (or engineers)
in scheduling availability and utilization of PLN Region X personmnel
and to coordinate with the project engineer the various Job related
training activities that the project engineer and the general consultant
will conduct.
- 20 -
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6.
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Plan and arrange for U.S. and third country participant training.

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 cupervision of the technical assistance and training program. It
should also include responsibility for coordination of this work with
that of the IBRD management assistance teamn.

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.

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

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,

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

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 crevs.

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 the Jnited States or Third Countr
D Y

It is contemplated that on--the-j-b training of key PLN personnel in the
United States or Third Country sunould approximate the types and numbers
listed below if optimum benefits of this type of training are to be
attained. iHowever, the availabiiivy of personnel for such training will
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 training 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.

Ot

2. 'wo 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. h

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.

S. 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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TERMS 07 RITuasiCs

1, The follsiing are Tores of Raference under which would be pro-
vidzd (a) ranazerzni cons 1ting services to assist the developrent of the
publicly cinnd elec ration, Perusahazn Listrik ll2gara (PL) in

) i
Indonasiz, and (b) encipzerin
distribution faciliti
of which it is e:pzc
Association.

sarvices for a project to expand electric

;
s city of Djakarta, the forzign exchange cost
ed will be financed by the International aveloprent

2. The Terms of Reference outlinsd herzin can be considered preli-
minary with respect to soms datails. They would be finalized when ths
contract for consulting services is negotiated,

3. Manaszemant censulting services are da2scribed separately from
ervicas., Hotwithstanding, it is realized that a substantial
amount of enginzaring is involved in the ranagerent consulting work and
sor2 of the consulting personnel would be engaged in both managemant
consulting and englnearing services aspacts, :

o

Managemant Consulting Servicas

L. A team corposad of three or four senior consultants with a back-
ground of electric utility management exparience in organization, enginser-
ing including distritution, finance and meragerant would bs residsnt in
Indonssis for a Feriod presently estimated to be of the order of tuo yzars.
The resident tean would ta Suppleranted from time to tirs for several

weells or meaths by exparts from the consultants! headquarters, to provida
expertise znd manpowsr to daal with some of the specific functions or
problens of tha orgasization, for example, tariffs. A considerable amount
of work would have to be done at headquarters, prepering standards, for
€xampla. ’

5. The consulting fim's relationship would be predominantly with
PIN, th: headquarters of which is in Djakarta. In view of PLN's wide-
spread servics arca, sorme travsl in Indonesia would be involved. Howavet,
‘the cantar of tha consultants'activities, and thair office, would be in the
~capltal city. The firm would also deal with the Ministry of public Works
and Power which is responsibls, ultimately, for the activities of the powar
secuor.

6. The menazsrent consultants would have the following assignmants:
(2) advis:z and assist the ranogerent of PLN in the conduct of the company's
affairs; (b) review ths organization of the powsr sactor and the divisicn
of responsibility tetwzen tra Hinistry, its office of the Directorsts
General of Powar, and PLII; and meke recorriendations Concerning thz transfer
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sector and autcnory in the conduct of its opzaraiions, an? (ii) warious
spacific r“<§3n6ibilltl2f uvhich 1t should have to accomplish this objeu
(for crardle, sobtinz tarifls and exzrning a return on investnen nt), anu
reconn-ndations cow:a:ning thz amendmant, modification and/or consoli
of such laus consicderad necessary in this comnection and in thz intere
clarlty; (d) revic: PL¥'s internal organization and make recomasndal
concerninz reorgznization to enable the utllltj to function en COLHﬂ
efficient” principle king into consideration, amongz other thlnv,, such
problans as iisy ture of ths territories, lim ted communication
facilitiea, vailebili y of qualified administrative and technical personnel,

2 to have recommendations concerning: (o), (¢) and
(d) abov , "h1ch ars nutL 211l ralated to some degree, in the har*s of the
Ministry, FIU and thz Associzaticn not later than six months foll losing sign-
ing of the contrast for consulting services.
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7. The consultants would organize and assist with the veluation of
Pil's asscbs.  PLU pzrsonnel would underteke the bulk of this srork following
treining in the teciniques required end the provision of approwvlat guid-
ances by the conzultznts. On tha under *“anding that appropriate assistance
and coopzration uould bz providad by PLN, the consultants would undertzke

to ccuplele the veluztion and rc:ouxcndaulons thereto not later than 16
months follciting sisziing of the contract for their services. Vhile the in-
tention is to make the valuation as accurate as possible, reasonable
assutptions and shorbt-cuts should te employed in view of the fact that the
primz purpoce is to provids a base for accounting, financial, and othar pur-

poscs as quickly as possible.
[ ]

8. The consultznts would review the following activities, make re-
commendations concerming their improvement, organize training, and irplement
appropriate mzihocds, functlon , 2nd procedures where appropriate, with tng
objective of puitting such "rttm'lu on a sound, efficient and conventiona
utility basis as soon as possid

(a) Institute the use of modern power operations and
systen planning techniques and eatabllsh a systen
planning deparitment.

(b) Prepare standards for operation and maintenance on
a systen ~ida basis.,

(¢) Prepare standards for distribution dssign.
(d) Institute aporooriate purchasing and inventory
practices, and policies and netnoda to inolenant

them.
2L -



(e)

(£)

(g)

(h)
(1)
(1)
(k)
(1)

9. Reference is mads to sevaral items of the preceding paragraph;

(2)

(v)

-3-

Establish a rmadern s5ystan of uniforn accounvs and

Institute rothods ang proccdures Yo ensyre thoir

effective use.

Institute elficient mater reeding, billing and

collection procedures,

Provide training in ri geranl ineluding

cash flow, firancial lanning and forecasting and
2 (4] (<]

so forth,

5
e e
[
5
3
1
¢

Review the tarifr structures,
Revieu tariff levels, .
Revieu employment practices and employment levels,

Revieu the insurance policies of 7N,
A}

-

Organize training programs for staff at supsr-
visory, maintenance and operetion levels, com-
Plementing training brograms and training schools
which may already exist.

\J

The recommendations concerning tariff structure shiould
be of 2 broad nature and of the typa generally appli-
cable to regulated utilities. The structure should pro-
vide that revenus should, after all expenses including
interest and depreciation and to the extent it exceeds
depreciation, amortization, are met, produce a subs-
tantial contribution towards futurs expansion. The
tariff levels recomnendation should include the
specific levels for various classes of service. In
addition to the valuation of assets, it would be
necessary to Prepare profit and loss stalements in
order to malke recomnendations as to tariff levels,
The consultants would undertake to mzke tariff re-
commendations within 27 months of the signing of the
contract for their services (that is within "nins
months of submission of their recorrendations con-~
cerning valuation of assets),

Recommandations concerning employnent levels and
employment practices would be very important and,
in making then, dve consiceration should be given -
to the particular circumstances in Indonesia,

10. Cne of the prins objectives of the consultants is to work out
step-br-step irprovamants and to assist in their irplementation. Tteis
expected thal the consultzats! suzgestions concerning methods, Procedures

-25-



end practiices would be goner 11y ccernted, end whea this is the case, they
should be i 'i‘“fc:tcd 235 800 35 praciiceble,
11. One of the rain funstions of the consu1tants wiould be to irprove

PLN knou hou' by dircct coicznt, that is, meetings, dermonsirations, training
sessiens and ordinary convor =ii =y PCJtine regorts, waile of irpo: tﬁ?cc,
should be briel and corve to ra? srass, ths protlens erperienced and
ccooneandations should teo *‘::ﬁcd

their °L‘tL3 or solutien., Frgorts giving r

sap"rut arnd isguad 1""”'1“’, folleuing ¢ ~plotlon of the consulitants!
!0r< on thn subject. lore piecise reporiing rejuiresents will be est;bllsh 2d

when the ccntract is nejoliatad, teking into consideration the consuliznts

vieus,

Enginecerin; Scrvicas

12, Engineering servicos would be provided in connection with the
xpﬂnq1on of the dis trloutv-“ facilitiez in the city of Djakarta and en-

virons. The plans for expansion are described in tne attachmnent.

13. The consulting firn would provide engineering services as follous:

(2) Review distriuution practices (for Djakarta) giving
pariicular eliention to the pr priety of present stan-
dardizaticn on large (3CO kva & 500 kva) distribution
wransforsers cnd u“J-“'ro"xd cable, thz2 quastion of
changinzs the scceondary distributien voltage level, the
use of stat.c cagacitors and voltaze rezgulations, etc.

(b) Revieu the scepe, planning aad cost estimate of the
progran.

(c)

(d) Prepere speci

™

ssistance with dztailed desisn, as required.
<

-

ications for equipment.

fad
4

(e} Assist uitn p ocursme nt, including the commercial and
" 3

(f) Prepare progrz=s and s.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 uill last several years and would be presided
over by a manager, engineering services, resident in Indonesia throuzhout,
It is anticipatzd that h::dQLzrt;ro of the censultants would prepare spe-

cifications and provids backup for planning and dasign studies.

- 26 -
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15. Tire is of ths cusence inasruch as distridution improvemanis in
Dje*aria arc urzontly n-aded, Before equipnant finansed by the Assceiztion
can be purchased it will be necessary to provids spocifications suitadls
for international competitive bidding, in accordance with the rezulations

(<

¢

for procurenant of tho Association, To kesp the time involved in their
prepiration to the ninirum, arrangemznis for their review by FLY should

s
be rads 25 sirple a3 rossible,

he handling of documents and othar ravters

irg the contract,

16. D2tails concerning
would be settled when negglia

IS
%

3
v

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




SUMMARY OF COSTS

3rd Country local
(3000 U.S. Eguivalent) U.S. Foreign Exch. Currency TOTAL
Rehabilitation of Distribution Systems:
Semarang 3071 1206 L2717
Solo 1558 603 2161
Jogjlakarta 1266 LEg 1755
Magelang 63L 2s2 BBE
Spare and Replacement Parts us Lecel Total 150 150
Total 6579 2550 9229
Substations 800 248 1048
Distribution Transformers 1190 383 1573
20 KV Distribution Lines 1450 650 2100
Secondary Lines &
New Customers 3089 1269 k358
Spare & Replacement Parts 150 150
Total 6679 2550 9229
Rehabilitation of Existing Genersators:
Diesels 115 840 i 973
Hydros 200 30 27 257
Total 315 870 45 1230
Additional Interim Generating Capacity:
Gas Turbine, Semarang 2805 Ls1 3256
Three 2 MW Diesels, Jogjakarta 1510 Liz 1922
Q3 Total 4315 6€3 5176
Generators 3450 680 L130
Fuel Storage & Auxiliaries 525 183 708
Spare Parts 3Lo 340
Total 4315 863 5178
Tools and Service Equipment: 150 150
Communications Egquipment: 200 25 225
Engineering: 1705 305 2010
Technical and Management Consulting Services.: 824 b2k
Coutingencies Against Over-runs: 1415 38¢ 1795
Equipment Contingencies 124y 348 1592
Engineering Contingencies 171 32 203
Total 1415 380 1795
Inflation 1192 332 1524
ESTIMATED TOTAL PROJECT COST 16795 870 4500 22165
¥ Participant treining 35
Library 8
General Cnsultant 81

'V - € YIRNV



ELECTRIC POWER REHABILITATION PROJECT
CENTRAL JAVA .
“COST ESTIMATE

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

' 30 -

Revised Feasibility Analysis
Ceneration Estimate ' Estimate
1 - 13 MW gas turbine 2,150, 2,150
fuel storage and pipeline, Semarang 405 405
4‘;par¢ parts for gas turbine 250 250
3 - 2 MW diesel units, Jogjakarta 1,300 1,300
fuel storage (Togjakarta) . 120 120
diesel paxts 980 %0
Rehabilitation Parts
diesel plants (US SOURCE) 115 115
bydro plants (US SOURCE) 200 200
communication equipment 200 200
Rehabilitation Distribution Systems
Semarang 3,071 oo 2,33 (1)
Substztion 250 ‘ 250
distribution transformers €00 600
20 KV distribution lines 677 685
secondary lines : '
f'ncv customers .
rehadb, existing cust. services 1,544 660
Solo 1,558 C 1,08 (1)
substation 210 .. 210
distribution transformers 225 . 225
20 KV distribution lines 385 350
secondary lines
nev customers
rehab, existing cust, aervices 7138 255



-,

ELECTRIC POWER REWABILITATION PROJECT

— CENTRAL JAVA
* COST__ESTIMATE

L

(Cos;‘&n $000 U.S. Equivalent)

T2
e

Feasibility Analysis

Estimate

Jogjakarta
substations ] 210
distribution transformers - 250
20 KV distribution lines 267
secondary lines
new customers «
rehab, existing cust. services . 537

Magelang
substation ' 130
distribution transformers 115
20 KV distribution lines 121
secondary lines
new customers
rehab, existing cust, services 268

spare system transformer

. parts for maintenance

line trucks, pickups and tools

technical assistance and training (in Indonesia)*
including library of reference material on
American Power stds. etc.

engineering

contingency -

-Total anticipated U.S, dollar cost

for project
Local currency equivalent costs

Total Funds required

Amount of the A,I.D, Loan

* Participent trapning 3

Librar

Generai Consultant 78 - 31 -

Ceneration . Revised Estimate

1,266

634

50
100
150

824

1,705
2,607

16,795

4,500
21,300
16,800

210
250

1,283

410

345

130

602

115

. 180

. 150

50

100

150

650

1,445

2,070

14,600

4,500
19,100
14,600

(1)

(1)

(2)

(3)
4)



AID-DLC/P-886

ANNEX L, Organization of the Electric Power Sector
A. Orpanization Charts 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




ANNEX b

CHART Nog. 8-

de

DIRECTORATE GENERALS OF
THE DEPARTMENT OF PUBLIC WORK AND

ELEBCTRAIC

sQOownR . -

DRPARTMENT
OF PVBLIC WORK

ELECTRic POWER

DIRECTORATE
GENERAL OF
BLECTRIC PO

DIREBCTORATE
GENERAL OF
PLANNING AND
CONSTRUCTIONS
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DIRECTORATE
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ANNEX 4

o+ ]

Current Board of Directors and Management Staff

Director General of the
Directorate General Electric & Power

Ir. A. M. Husni

Indre Karya
State Company

Wid)aja Karya
State Company

State Gas Company
I- itute of Power Research

¥resident Director of P.L.N.
Ir. Amir H. Abdillah

Secretary to the President Director
Ir D. Tombeg

Internal Accountant
R. A. Atmadibrata

Organization & Personnel Director
Ir. Dudung J.8S.

Organization and Personnel Division
A. S8jafiullah

Personnel Administration Division
CH. J.H. Tanod

Internal Division
Ir. Pudjuantoro

Operation & Logistic Director
Ir. Tjahja Wibisana

Operation & Technical Division
Ir. Sabarto

Logistic Division

I.J. Rumondor

Technical lnspector
L. Andries

Import Division
Ir. Oel Hwie Tjwan

Director of Commerce
Ir. Abd. Kadir

Finance & Budget Division
Sjahrudin A.

Bookkeeping Division
Suroto S.

Economic Division
Drs. A. Riadi

Director of Construction
Ir. R.M. Iman Darmono

ProjJect Supervision Division
R. Jusuf B. Sec.

Project Planning Division
Ir. Mualim Pramono

Administration ProjJect Division
Supena W.

Electric Engineering Section
Ir. Ria Simatupant

Mechnical Engineering Section
Ir. Arsi Sigid Prawiro

Civil Engineering Section
Ir. Mutomo



ANNEX 5, -

AID-ILC/P-886

Technical Exhibits

A.

Existing Facilities

1.
2.
3.
N

5.

Location of Main Public Power Generating Facilities in Indonesia
Diagram of Transmission and Distribution Networks in Java

Public Power Generating Capacity

Tabulation of Existing Distribution Facilities - Major Load
Centers of the Tuntang System

Source of Power Production - Tuntang System

Rehavilitation Program

1.

Indonesia i'ive-Year Development Plan, Public Electric Power

_37-



ANNY:

INDONESIA
LOCATION OF MAIN GENERATION FACILITIES
WITH INSTALLED CAPACITY OF 5000KW AND ABOVE
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INDONESIA

DIAGRAM OF
12kv, 30kv, 70kv AND 150kv NETWORKS IN JAVA
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INDORESTA

> Public Power Generating Capaci cy
;‘ (as of June 30, 1960)
g
. Number of Units & Installad Capacity Total
Number Installed
PERUSAHANN LISTRIK NEGARA (PLN) of Hydro Steam Diesel Gas Turbine Capacity
REGIONS Stations Units KW Units v Units Tow Units v kw
I NORTH SUMATRA (Medan) 19 2 120 - - 75  2hL,2L45 1 12,250 36,615
II SOUTH SUMATRA (Palembang) 10 2 1,32C - - 30 21,206 1 1 250 34,776
III WEST KALIMANTAN (Pontianak) 8 - - - - 17 h,322 - - 4,322
1V NURTH, CENTRAL & SOUTH KALIMANTAN 10 - - - - 26 7,842 - - 7,842
(Band jarbaru) '
¥V NORTH SULAWESI (Manado) 8 1 L,LL0 - - 16 2,93 - - 7,312 8
]
VI SOUTH SULAWESI (Makassar) 8 - - - - 18 14,457 - - 1,457
VII MALAXU (Ambon) 6 - - - - 29 1,292 - - h,292
V{11 NUSA TENGGARA (Denpasar) 21 - - - - 58 6,513 - - 6,513
I4 EAST JAVA (Surabaja) 25 15 h2,722 6 59,482 59 20,567 - - 122,771
4 CENTRAL JAVA (Semarang) 28 14 42,300 - - 61 21,533 1 12,250 76,143
XI EAST WEST JAVA (Bandung) 11 27 182,952 - - 10 2,61} - - 185,566
KII WEST WEST JAVA (Djakarta) 1n 6 33,675 6 62,700 37 36,861 - - 133,236
XI1I ATJEH (Banda Atjeh) 9 - - - - 27 3,742 - - 3,742
LIV 4EST SUMATRA (Padang) 23 10 6 3,012 53 10,325 - —_— 13,407
TOTALS 197 68 307,599 18 125,19, 516 181,511 3 36,750 651,05)
May 12, 199

Taker. from IBRD Report No. PU-18a

Electricity Distribution Prciect, Djskarta



ANNEX ©

MAJOR CITIES ~ TUNTANG SYSTFM

EXISTING DISTRIBUTION

JANUARY 1969

1tem | LoCATION | WO.OF NO,OF TOTAL | LENGTH Of CIRCUITS NO. O POLES
DISTR DISTR CAP, :
STATIORS | TRANSPORMFRS |  (Kva) 6 KV | 127/220V | Steel | Wood | Concrete | Other | Totaly
; (Miles) (Mi1ee) '
1. | Semarang 186 201 28,532 96.08 | 174.99 | 5.74 |1,508 48 a7 | 7,75
2. | selo 77 77 7,530 41,00 | 113.45 | 2,005 | s85¢ 12 52 | 5,515
S. | Jogjakarta | 104 18 11,827 50,16 101,75 | 2,980 {1,939 - 495 | 5,412
4. | Magelang 26 26 2,115 12.42 4.2 | 1,517 | 21 - 15 | 1,548

Total 373 a2 45,005 | 199,67 | 424.57 (14,108 |4,590 60 977

NOTE: Abowe distributiosn includes only that located within

the major city areas (Fxcludes long & KV distribution feeders
extending from the major cities to supply suburban villages)

3
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5

x POWER PRODUCTION EY THYERMAL GENERATION PLANTS
E TUNTANG POWER SYSTEM
(kwH X 106)
YEAR DIESEL PLANT GAS TURBINE TOTAL HYDRO
NE PLANT THERMAL ELECTRIC ‘POTAL
KUDUS SEMARANG JOGJAKARTA

1961 .7 19.6 11.5 31.8 - -
1962 .9 20.5 15.6 37.1 - - _glu
1963 1.0 10.7 7.9 19.6 - -
196k .8 k.9 b1 9.8 146.2 156.0
1965 1.3 6.1 6.2 13.6 117.5 131.1
1965 1.3 9.1 11.4 21.8 136.2 158.0
1967 1.9 8.8 8.3 19.1 138.5 157.6

1968 .6 3.5 T.1 2.0 13.2 168.9 182.1



TNDONESIA

Public Electric Powsr

Yive-Year Development Plan, 1969-73
!Tﬁousanas of IH) Eulv:ianﬂ

COST FOREION ASS ISTANCE
a Local Foreign
FACILITY Capacity Period Componant Component Total Amount Orlgin
Surveys and Consulting 1967-73 2,100 5,500 7,600 5,500  Japane: : and other
sources
Construction of Gensrating Stations
Alan Kanan Hydro 20 Wi 1969-72 9,500 7,600 17,100 7,600 Japanese
Karang Kates Hydro {Multi-Purpose) 70 M4 1969-73 3,600 10,800 14,400 10,800 Japansse
Garung Eydro 20 M/ 1969-74 1,050 7,500 8,550 7,500  Being sought,
Batang Agam Hydro 10MF 1969-72 850 5,000 5,850 5,000 Project still under
conaideration,
Asahan var Hydro L60 M4 After 1,200 13,500 14,700 13,500 Total cost estimatad
1973 at US370 million

aquivaleut; project
would only go ahead
. in conjunction with
establish -ent alumi-
num smalter, and
veniure is in early
exploration stags.

Priok Tierrmal Station (Extenaion) 100 MY 1969-72 10,900 12,000 22,900 1le,000 Japanase
Semarang Tharma® Station 60 Md 1969-73 8,900 10,000 18,900 10,000 Possible US - \rces-
sity for station not
. sattled.
4adan Tnerwal Station 25 Mu 1969-73 7,10 7,000 14,10) 7,000 Assistance sought.
Makassar Thermal Station 25 M -1970 1,700 - 1,700 - Near completion,

Yugoslav credit
financed equioment,
Palambang Thernal Station 25 MW =171 6,000 - 6,000 - Commlation 1771;
Yugoslav credit
financed equinmant,
Sub-Total -~ Genaration 50,800 73,400 124,200 73,400

Transmission 1969-73 6,50 25,000 31,500 25,000  Witn respact to
(Including for West Java an amount of 5,500) transmissica, dis-
tribution and diesgel
Distribution 196973 8,500 76,000 84,500 76,000 stations wark in 1949
(Including for West Java an amount of 47,500} is underway with s
assistance from S,
fehabilitation of Diesel Power Plants 1969-73 k4,300 9,600 13,900 9,600 Czechoslovakia, i,
France and tha lNether-
lands. Us$15,000,c00
TGTAL 72,200 189,500 261,700 189,500  oroposed IDA credit
will provide for some
of future require-
ments, but most of
foreign assistance
required remains %o
be obtained or nago=-

tiated.
liote: Import duties and sales taxes not included in estimates.

Tay 12, 1939

Taken from IBRD Report No. PU-18a

Electricity Distribution Project, Djekarta - i3 -
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AID-DLC/P-886

ANNEX 6. Load Forecasting
A. Zxasting Data
¥ 1. 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 - 1968

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

- L -



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 k5.3
China (Taiwan) 533.0
Hong Kong T17.5
India T6.5
Indonesia 14,3
Iran 50.0
Japan 1,960.0
Korea, Republic of 113.5
Laos 6.1
Maleysia:

States of Malaya 246.0

Sabah 95.5

Sarawak 58.8
Nepal 1.9
New Zealand 3,950.0
Pakistan : 3k.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,

- 45 -



' ANNEX 6

¥UMBER OF CUSTOMZRS, COigc

DESCRIPTTON

TED 10208 s ENLECY CONSUMPTION AMD ReVEN-S
" TUNTANG 8YSTINZ _ 1658
. S e

)

Shcot 1 of 2

—s

SEuRMNe ’ So1H ,' JOzJAKARTY

YACGTTANS

TOTAL S¥s17% | .

. e —— —

I. Maabor of cneborar I .
N Py A G -~ Cn - A ' e~ .
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AVE. REVENUES, AVE. XKl USED iND AVE. UKIT CJsT Oor

___TUNTANG SYSTEM ~ iGLg -

DESCRIPTION UNIT SEHARANG SOLO JOGJAKARTA MAGELAIIG
1. Averape Revenues $ )
custonrer _ .
Domestic - 7.23 6.63 83.12 5.83 7.03
Commercial " 7730 63.75 65.20 6l 20 70.03
Industriel 7 L60.75 210,10 39.10 251,80 355,30
Others -n 165.50 . 163,60 235.30 Ti1 .50 137.50
1X. Aversps XN KviH
used cugtomor
Domestic " 716 666 767 395. 673
Commercial " 1,820 1.550 1,590 1,673 1,635
Industrial N n 14,920 6,300 12,900 9,050 12,050
. Cther:z " 7,200 15,350 1,200 9,Lh25 9,°CC
III. Average price " &8/KWH — - - A ' S
o1 enorgy
Domestic " 0.0117 G.0108 0,0106 0.0147 0,0105
Cormercial " C.C4L5 0.0L2Y C.0L07 0.0383 0.0421
Irndustrial n 0.0292 0.0311 0.0311 0.0273 0.0295 .
Others " 0,0213 0,0193 0.0202 0.0019 0.0195

TOTAL AVERACE

b7


http:TUNT.".NG

6

CUSTOIMER WAITING LIST 1568
TURTAKG SYSTRM

INDUSTRY

FRAKCH & SUB ERANCH COMGERCTAL/DCHESTIC ‘TOTAL
K0. ©  KVA 0. KVA X0. KVA
STHARANG 18,356 1,,915.6 =70 6,948 18,625 11,303.6 4
Q

JOGIAKARTA 35586 1,252, 95 1,k82 3,831 2,734
. 1

VAGELANG 3,725 1,62h,2 38 728, 2,763 2,3:3.2

SURAKARTA 7,566 2,162,2 13 1,018 7,54  3,180,2

SOURCE:

ANNUAT, REFORT 1968
1N DISTRICT X
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AID-TLC/P-886

ANNEX 7. Revenues

A. Revenues
—=xenues

1. Summary of pry Earnin

g8 for 1967 and 1968
2, Summary of Revenues o

T Tuntang Systen for 1968
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INDONESIA

Summary by PLN of Estimated Earnings 1967 and 1966

(In thousands of Rupiahs) 1/

Operating Cost

1967
Fuel and lubricating oil (inclu- -
ding transportation charges) 773, 455
Labor cost 589,172
Repair and maintenance 1,3C5,980
Hiscellaneous 298,32
| 2,966,909
Capital burden 291,736
TOTAL OFERATING COST 3,258,645
Revenues
Sales 2,2l1,833
Other revenues 90,613
TOTAL REVENUES 2,332,LL6
Balance
Operating costs minus Revenues 926,199

NOTE:

1. The 1968 financial account is based on the realization figures of the

1968
2,222,845
1,519,658

751,030
1,040,608
5,534,141

553,L1k
6,087,555

L,94L,189

623!660

2,567,8L9

519,706

first half year and the estimates for the second half year.

2. The current kwh sold in 1968 are estimated at 1,246,50L,000 kwh.

3. The deficit of Rp. 519,706,000.- is partly covered though deferred
import duties, the amount of which is estimated at #p.200,C00,000.-.

L. The 1967 account is based on the realization figures of the first

half year and the estimates for the second half year.

}/ The value of the Rupiah declined from about 90 to US31.00

of 1956 to 326 to US$L.00 at the end of 1968.

Taken from IBRM Report No. PU-18a

Electricity Distribution Project, Djakarta

-53-
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SU:TARY OF REVEMUES TUNTANG SYSTIH 1568

+ . ( THOUSAND OF DOLLARS )
DESCRIPTION UNIT SEMARANG | SOTO JOCJAKARTA MAGELANG . | TOTAL SYSTEM
. .
IV. Revenues =+
. : . . . T . m
Domestic 350 . 182 us - 8L . 798 v
Commercial - 2 IR _1_03' ' 56 .33 ‘ * 106
Industrial , B S - .65 T 523
Others . S 196 72 122 1 e K06
_Total from sales LY .| u390 | 38 64 - | o238
Other incomes o 52 20 19 23 ‘ B L T B
TOTALS: 1,199 459 407 . ler 2,252

Conversion rate RBps, 325, = 81,00 U.S, -
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ANNEX 8, Rate of Return Analysig

A. Economie Condit
*B." Rate of Return

ions in Central Java
Computation
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ECONOMIC CONDITIONS IN CENTRAL JAVA

The Central Java area includes a presen* 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 ig estimated at over T.4 million.

The area is the cultural center for Indonesia, includes g 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

Agriculture is the Principal activity in Central Java with about
two-thirds of the Population employed in this sector. The areg includes
21 percent of Indonesia's rice hectarage and about 16 bercent of its total
land devoted to agriculture. The area is particularly important in major
non-rice cash crops suitable for brocessing 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 gbout 1,000 of these firms employing over
116,000 persons. Principal activities include food Processing, textiles,
rubber processing, tobacco, metal fabrication, Printing, and transportation

-56-
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ANNEX 8
4o

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.

-5"{-



ANNEX 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 therme? seneration. 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
tris project, we have assumed values rather than any actual data, These
are explained below. Value added has been taken to be the wvalue of the
new KWH's energy based unon expected average future revenue/KWH less the
marginal increase in fuel costs to achieve the increase in energy
kenerated 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 b0 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 tne 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.

6 KWH occurred in 1968,

Maximum actual production of 182.1 x 10
However, this was a year of plentiful water in which a somewhat improved
rule curve was used for Rawa pening Lake, making available sufficient

6 KWH (92.8%). 1If these figures were used

water to general 168.8 x 10
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.

- 59—-
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1. Total energy produced was 182.1 KWH.

2. Hydro-electric energy accounts for 80% of this level, This is
& conservative assumptinon based upon an historical average of about 86%.

3. The remaining 20% would be produced through thermal generation
at an average cost of 1,0¢/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 uni?:h(only the Kudus units and the existing gas turbine have been

wi
includea)/the use of HSD 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 production 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 1.0¢/KWH and there is room for considerable
saving in average fuel cost below the 1.0¢/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 0.65¢/KWH, After 1972, the marginal cost
of thermal production is assumed to decrease from 1.0 to 0.8¢/KWH,

5. Average Value per KWH Available for Sale.

An average value of 2.6¢/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 eXvected 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,T¢/KWH,

but the longest consumption is by small limiter service who pay 1-1.25¢/KWH.
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Metered residential users pay 2.5¢, industrial users about 3¢ and
commercial users about L.T¢/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.

T. 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 damagin,, 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 oi 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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12.

17.

271,
29.
30,
31.
32.
33.
3.

35.

(xwE x 106)
KWH Produced at Major Centers
% Losses in Transmission
% Losses in Distributicn
% Losses Total
Maximum KWH Actually Generated
Losses for Service to MajJor Centers
KWH Consumed at Major Centers
Maxumum Actual Consumption at Major Centers
Losses under Actual Conditions (31%)
Losses at this Level for Projected Rate
Savings in Losses
Value of Savings in Losses ©1,0¢/KwWH ($000)
KWH Produced at Major Centers (1)
KWH Produced to Meet Maximum Actual
Consumption (8 + 9)
Additional KWH Produced
Losses at Projected Rate
Additional KWH Available for Sale
Value of Additional KWH 82,6¢/KWH ($000)
Total KWH Generated for Tuntang System (5+16)
Generated from Hydro#*
Diesel (Kudus Unit Burning IDO)
Gas Turbine (Burning IDO)
Marginal Thermal
Cost for Kudus Diesel (28) ®0.654¢/KWH
Cost for Gas Turbine (29) &0,65¢/FWH
Marginal Thermal (30) €1.C¢/KWH
€0, &¢/KWH
Total Fuel Cost
Less Cost for Maximum Actual Thermal
Annual Fuel Cost Increase
Savings in Losses
Value Added through New Service
Less Annual Fuel Cost Tacrease

TOTAL ANNUAL BENEFITS

® A Projection Base of 145.7 (B0% of the 1968 level of 182.1), with increase of 15% for

additional unit capacity (21-23 M), 6/72.
+ IDO fuel is 35% cheaper than HSD.

.Actual
1964 1965 1966 1967

1968 & 1969

1LE.2 117.5 136.2 138.5

9.0 9.0 9.0 9.0
22.0 22.0 22.0 22.0
31.0 31.0 31.0 31.0

hs5.3 36.4 2.2 b2.9
100,9 81.1 94.0 95.6

156.0 131.1 158.0 157.6
(Actual)

168.8
9.0
22.0
31.0
182.1
52.3
116.5
116.5
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296.6
364.0
(67.4)
70.0
L99.2
6T.4

Projected

1972 1973 1974 1975
203.4 233.5 259.0 283.1
9.0 9.0 9.0 9.0
1k.0 10.0 8.0 7.0
23.0 19.0 17.0 16.0
46.8 L 4 L4, 0 k5.3
156.6 189.1 215.,0 237.8
116.5 116.5 116.5 116.5
52,3 52,3 52.3 52,3
3L,7 27.3 23.9 22,2
17.6 25.0 28.4 30.1
176.0 250.0 284.0 301.0
203.4 233,5 259.0 283.1
151.2 143.8 1ko.4  138.7
52,2 89.7 118.6  1hh. b4
12.2 17.0 20,2 23.1
ko.0 T2.7 98.4 121.3
1040.0 1890.20 2558.4 3153.8
234,3  271.8 300.7 326.5
176.0 1844 1644  18L.4
1.5 1.5 1.5 1.5
31.5 31.5 31.5 31.5
25.3 S5h.h 83.3 109.1
9.6 9.8 9.8 9.8
204.8 204.8 204.,8 204.8
253.
k35,2 666.4 872.8
L6T.6 649,68 881.0 1087.h
364.0 364.0 364.0 364.0
103.6 285.8 517.0 723.4
176.0 250,0 284.0 301.0
10k0.0 1890.2 2558.4 3153.8
(103.6) (285.8) 517.0 T723.4
636.6 1112,4 1854,k 23254 2731.4

increased water aveailability 1/71, 10% increase for
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ANNEX 9. East

nerator Rehabilitation - ‘USAI‘D Analysis of Posgible
Commingling ag defined in Sec, 320“1') of the Foreign Assistance Act -
Supplemented by _

M. 0. 1018,9,
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USALD DIRLGTCL'S COUCIISION AND 50T 0RTTIG AALYSTS

1
o — oo —o e an

O ATV O3 COLSTIGLI 1

It 18 oy couclucion thot comninsting, as defined -in 11,0, 1013.9 and the GC/EA :
meworanAiva of denvery 13, 1070 Lo M, Helin, does not exist and will not exist
in conucetion with subject project. '

1. The existinz Crzoch cquipmient wes nol procured pursuent to ond
docs not conslitute & Dloc projeel as defined in M4.0.1018.9
end the subjeel project will not support or facilitete a Bloc

projcet os defined in soid M.O. &

A. Althouvsh the tobol ovigiunl cont of 8l cquipment in the
Tuntans syston i fwpossible to esbablish precisely due
to tiwa, inflation and poor record Keeping, the USAID
ensincerins staff stinated, on the basis of a physica),
cxonination of gueh cguipacnt, an originel cost of at lecast

- US $35 million cquivelents the Bloe equipment ineluded in

the Tontong poser systou had en original cost of approx-
imatoly Us 53 million cquivalent; thus Dloc cauipment
constitutes less thon 10,5 of' the Tunlang system. There
15 no on-;oiny Bloe assistznce or current Bloc undertaking
of any Liul in the Tontavg sysien.

B. The Bloc cquinmont in lhe Tontaug syaton vas purchoscd
persunnt Lo o peneral GOI/PIK plan of modernizing and up~
groding cleetricsl vouer systons, rather than purgvont to
aay speeidic Bloe ensistonce progrem.  The Rloc cquipment
in the Tunlensg systen ves sold to Tndonesla on cxpori-
promotion Lewn rather thon conces.iionnl assistance terms,
to wit: 10, of the 1',0.B, velue within 30 doys after
contract ceiie into force; 1555 of the F.0,B. value plus
all frcioshi propoviionzlly upon reccing of the several -
ghivmonls ol egudpioniy 795 of Uhe F,0.5. value within
8 yeors in the coze of the dicsel couivoent and 5 yeoars
in the crre of the hydro cavinuent ot by interest, a rote
that was promolioar) rather then concessional in 1958-60
vhen the purchoses vers rnde, :

C. o technicil assistonce wos provided in connection with sueh
purchess cxcept norel instellation and oncrating advice,

D. There is no identificoalion in the Indonesian cormmnity of the
Tuntany systcm or any prrt thercol as coastituting or resulting
from a Flee projcet. There are novnol manuvfecturcers' nome-
plotes, but no sracinl ravking oo Bloc equirment wasg brovided
end no srecial dodication coresonies or obthop attenpts vere

cpede Lo dunonsirate Blee involvemand.
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Eo AL spare ports herclofore obtained fFor such equipnent have
been purehosed oy normal coiwredel terms oub of Indonesian
free foreign exchanae,

2. Subjoct projecl is not erpected to receive Bloc support as defined
in M.0. 1018.9;

A, There ore ot present no Blee progrors for rrovision of new
eoncession2l assistence Lo Indencesia, in the public power
secetor, :

Bo The gswalld o o (wner Ug $100,000 cquivalent) of spoare and
rehabilitation ports Lo be obleined for suech cquipment ag
discussed su the CAP will be purchorned on normal comnercial
tezins oul of Indonesian free forcirn cxchange and not through
Bloc vssistruce us defined in 1,0, 1018.9.

Vherefore ny oforenaid conclusion of the abscnce of coimingling,

Q\i J-Cs:&\_)..';/_) /,f.'- ,\_Ld,lz,... -

fbfhn R. Mossler, Direcctor
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ANNEX 10,

Certification by the USAID bifector of country capability to maintain

and utiliZe the project per Bec. 61l(e) of the Foreign Assistance Act,
and Country Team Recommendation for the project,
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CHERAT, JAVA, FIICIRIC 5000 - BTN TG

SERCNACLILCN PURSUAT 0 0409100 61 (1) OF S51n

o v atns emedt

BORTE P00 T ACT O 1060, A ATimoaD

v
e B O

Developrent in Indoncsio, boving trlen into cocound cmong other things:

I, John R Hossler, the princinel officer of the Ageney for Internationsl

Ao the oxistenco of en T02D projuct encon2aning both lerge emounts of
nmaungencal ansictrnes to the Cenbrol 1540 orgom abioa and a thorough
refovn of 13Uty nanngenient, operalions, rate struclure, cte.;

B the inclusion in smbject copital cosinlence project of substantial
mwmagenene ond opersbing eooistonse to PLU Region X plus covenants
to dmplenent bheirin veloraa dewived from those carried out by
Contrad TI0 under the TN nrojecty

Ce the dactncion in sobject crpitol asoistance project of . provicions
Tor project dimpleacidation oud locel cuwrvency availobility;

Do the constructive atlitude of the governnent of Tudonesia, as expressed
in the cocepionce of the proposed IR reform pragran Tor PLY end the
6i2ps Lokon to incvense 10t cuntoncsy of operabion end Linancial
independoence frea budoet suppoet

do hereby certify that in my Judzanent both PIN end tha Covernment of Indonesia
will have the $finmacial spability end the mmen resonreey copubility to inplement,
meinlodin and utilize cifectively subjent cepital pszistruecs project. '

This judgaent 3o based on the facts that:

1. The Governent of Indenesin ond R bave deken o promised to take the
refora mexsuves contoined in tho egrecncats eleting to IDA credit ko,
165 17D and wild ggre2 o the sellebelp objoclives to be included in
the authorizalion for subjecl projoct,

2. Mequate ploning for projeet doplenenbabion end sufficient finanecicl
support Lo tiwcly project excontion will te proviled if the Govermiend
of Indonesia and PLi coply with the progren set forth in the Canitel
Assistonce Fopev.

3¢ The Governneat of Indencsia hog further dcaonatrated itu edherence to
gound bnsinoss oud ceoncnmic priuciples by otabilizing the cconony of
Indonaaia, vhish had beoea subject to rapid inflation and Bovere price
distortions under the previons Govermuient.

(o R ) el

Re GiGoolev .
urector, USAID Indonesia
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ANNEX 11. Checklist of Statutory Criterie
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ANNEX 11
STATUTORY CHECKLIST

_COUNTRY PE RFORMANCE

A.

Pronress Tovards Country Goals

1. FAA 88201(b)(5), 201(b)(7),
201(bJ (8], 208. Discuss the extent

o which the country 18

(a) Indonesia is giving priority attention to

. projects which aim at increasing food production,
effgrtz.to ‘Zg”?ase food particularly the production of rice, and is

pro ucf;on a d vmprove d reviewing, with the assistance of ADB and several

3?“23.Z°:.fb0 storage an donor countries, the problem of inadequate food
Leiribution, storage and distribution facilities.

(a) Making appropriate

(b) Creating a favorable (b) The GOI has enacted a comprehensive law with
elimate for foreign and built in incentives for encouraging foreign capital
domestie private enterprise investment, concluded an Investment Guaranty

and investment, 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 returning nationalized pro-
perties to private ownership.

(a) Increasing the people's (c) A pgst-Sukarno policy structure has n?t fully
vole in the developmental emerged in Indogesia, because tpe long perlgd of
process. 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
governmental process.,

(d) Allocating expenditures (¢) A major wortion of budpet allocations was made
to dbvelopment ratner than to ecvniloble {or development as a result of sizeable
unnecessary military purposes reductions in military expenditures which followed
or intervention in other free termination of the confrontation policy with Mal-
eountries' affairs. aysia. In CY 68 about 19% of the GOI budget
' cxpenditures went into developing activities.During
the fiscal period Jan. 69 to Mar. 70, development
cxpenditures 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. T1
despite the higher current expenditure level of
said budget due to the costs of the prospective
election and civil service salary increase.

- -



B.

(e) Willing to contribute
funds to the project or
program.

(f) Making econamie,
soctal, and politieal
reforms such as tax
collection improvements
and changes in land tenure
arrangement; and making
progress toward respect
for the rule of law,
freedom of expression

and of the press, and
recogntzing the importance
of individual freedom,
inttiative, and private
~snterprige.

(g) Responding to the
vital economic, political,
and social concerns of its
people, and demonstrating
a clear determination to
take effective self-help
measures.

Relations with the Unitad States

1.

F4A §620(c). 1s the govern-

ment indebted to any U.S. citizen
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 wnder such govern-
ment's, or a predecessor's
uneonditional guarantee?

(e) 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) and (g) Indonesia has made significant gains
in freedom of speech and of the press under the
Soeharto Government. Major economic reforms have
been instituted with IMF/IBRD assistance. Run away
inflation has been curbed and the country has

moved substantially toward ctabilized prices and |
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
1968, by 32 percent from 1969 to 1970 and are
expected to retain this rate of increase for 1970
to 1971.

620(c) We are not aware of any cases that make
Indonesia ineligible under this section.

- 12 -



2. R4 8620(d), If the loan ts
{ntendod for coratrustion or
;uJutLun of @iy productive enter-
prise that will cawpete with U.S,
entcrprice, has the country agreed
that 1t will estoblish appropriate
proctgtres to prevent export to
the U.S. of'mara than 20% of its
enterprice’'s annual production
during the life of the loan?

3. Fu “F”O(QL(J) Has the
eowntry Ts goverimont, o any

agency or subdivision tlgrcof}

(a) nationalized or expropriated
property owned by U.S. cttizens

or by any business entity not less
than 505 beneficially owmed by

U.S. citizens, (b) taken steps to
repudiate or nullify existing
contracts or agreements with such
cttizens or entity, or (c) imposes
or enforeced diseriminatory tares
or other cructions, or restrictive
maintenance or operation conditiong?
If so, and more than six months has
elapsed since such oecurrence,
tdentify ihe document Lndzcatzng
that the govevwnent, op appropriate
ajeney or subdivision thereof, has
taken appropriate steps to discharge
its oblzgatzonﬂ under international
law toward such citizen or entity?
If less than six months has elapsed,
what stcps ©f any has it taken to
discharge its obligations?

4, FAA 8620(7). Has the country
permitted, or failed to take
adequate rmeasures to provent, the
danage or destruction by mob action
of U.S. property, and failed to
take appropriate measures to pre-
vent a recurrcnce and to provide
adequate ccripansation for such
danage or dostruction?

5. FAA_8620(1). Ha3 the govern=-
ment ingtituted an investment
guaranty program wider

FAA 8221(b)(1) for the specific
rigks of inconvertibility and
expropriation or confiscation?

—3_
620(d) The enterprise to be assisted by this loan
will not compete with U. 8. enterprises.

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

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

620 (1) Yes.

- T3 -
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6. Far Ba20(0):  Fisherman's 620(0) Fisherman'
v : ‘ rman's Protective Act of 1954 ame !
Protective Act of 1954, a3 amended, Section 5. No. ° 95' > 8 ~ nled

Section 5, Has the cowilry seized,
or itmposed any penalty or eanction
againat, any U.S, fishing vcssel on
accowit of its fishing activities in
tntamational watera? If, as a
reault of a setzure, the U,S.G. has
mad> reimburcement wnder the pro-
vistona of the Figherian's Protective
Act and such anowit hae not been paid
in full by the seizing country,
tdentify the docunentation which
describes how the withholding of
aseistance wider the FAA has been or
wtll be acconplished,

?. FAA 8620(q). Has the country 620(a) 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 religtion in granting

personal or commerctial access or

other rights otherwise avatlable

to U.S. citizens generally.

- T4 -
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the U. 1.

Relations with Other Nations and

1. FAA 6620(7). Has the country ©620(1) We have no information as to any such
been offictally represented at representational activity.

any tnterrational conference when

that representation tneluded planning

activities tnvolving itnsurrection

or subversion directed against the

U.5. or countries recetving U.S.

asstgtance?

3. FAA $5620(a), 620(n): App. 620 (a) We have no information of any violation by -
88107(al, 107(b) 116, Has the Indonesia.

cowztry f‘oZd, j‘umished, or per-

mitted ships or atreraft under

ils registry to carry to Cuba

cr North Viet-Nam items of

econmiu, mtlitary, or other

asststance?

3. FAA §620(u); 4pp. §114, What €20 (u) Indonesia is no’, delinquent with respect to
Lo the status of the country's U.N. obligations. The loan agreement limits the
U.N. dues, assessments, or other use of loan proceeds to importation of goods and
obligations? Does the loan agree-  services of U. S. source and origin.

ment bar any use of furnds to pay

U.N, coscosments, dues, or

arrearages?

Militwy Stituation

1. FA4 §620(1). Has the country 620 (i) No. Indonesia has settled its

engcgvdmfn ov ppepar,ed for confrontation with Malaysia.
aggressive military efforts

directed against the U.S. or

countrics reeeiving U.S.

assistance?
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3, FM 8620(s). What io (a) 620 (s) (see separate classified attachment)
the perecntage of the country's
budjet devoted to military pur-
poaves, and (b) the amount of

the country's foreign exchange
regourccs used to aocquire

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

sales to military erpenditures?
Is the country diverting its

oun resowrces to umnecessary
military expenditures? (Findings
" on these questions are to be made
for each country at least once
each fiscal year and, in addition,
as often as may be required by a
materital change in relevant
eircumstances.)

3. FAA 8620(v); App. §119. 620 (v) We are aware of no such purchases.
Has the country spent money for
sephisticated weapons systems
purchased since the statutory
limitation became effective? If
so, tdentify either (a) the
documentation which describes

how the withholding of an equiva-
lent amount of A,I.D. assistance
has been or will be accomplished,
or (b) the Presidential determi-
nation that such purchase is
important to the national security
of the U.S. so that no withholding
18 necessary.
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IT.  coxnrriod OF THE ToAn

. [P .
A Cenrral Saowlyoag

-= Imicrest and Repayment
1. FM ESO1(A). m1(h)(2),
Ta the rate of intercst eccesstive
or unreasonable for the borrower?
Are there reasonable prospects for
repayment? What tie the grace
period interest rate; the following
period interest rate? Is the rate
of intercet higher than the
country's applicable legal rate of
interegt?

Financing

201(d) No. Although Indonesia's debt burden

heavy, there has been very rapid growth in r. .1
Government revenues and favorable economic per-
formance. With the high current level of foreign
assistance, it is recognized that future debt
burden will be heavy. Further, annual rescheduling
may be necessary, but major multi-donor .
rescheduling is a near term prospect. The various
donors agree this would place Indonesia with a

¢ebt burden for which the prospects of repayment
would appear reasonable. Country terms of a L0~
year loan, 10-year grace period, 2% interest

during the grace period, 3% thereafter, pertain.

1. FAA $201(b)(1). To what extent 201(b)(Ll) Loan assistance to Indonesin is provided

can financing on reasonable terms
be obtained from other free-wortd
sources, including private sources
Jtthin the U.S,?

Econanic and Teehnical Soundness

within the framework of the Inter-Governmental
Group on Indonesia (IGGI), advised by the IBRD and
the IMF. This project has been selected by A.I.D.
as part ol the U. 5. 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
loan assistance to the power scetor (IBRD, FRG,
Japan). Inasmuch as the ExIm Bank does not
currently make loans in excess of 1 yecar in
Indonesia, it cxpressed to A.I.D. no interest in
the project.

W 8;(_ ) o~ g . . . .
I. f&fw;fqu(t)(“): 201(e). The s 201(e) This louan will finance commodities and

activity's cconomic and teeinical
soundrnass to wnidertake loan; does
the Toun apilicetion, togcthey
with inforration and assurcneces,
indicate that funds will be used
in an econsniioally and technically
gound rayn p?

2o FAN ECI1Ia)(1),  Have
cnginrcring:m]?ighcial, and
other plans necessary to
carry out assistance, and a
rzasonubly firm estimate of
tha coat of assistance to
the U.S., beon completed?

rclated services for rehabilitation of existing
acilities and for provision of improved (acilities
for electric power service. Facilities provided
are expected to be effectively utilized and it is
expected that the system will be operated in a
sound manner,

611(a)(1l) ¥ull engincering, financial, and other plans

necessary to carry out the project have been made,
and a rcosonably firm estimate of the cost of
assistance to the U. S, has been completed.

3. FM Be1rcn); A2P1_9702- 611 (b) This is not a water or related land-resourae.

1f the Loan or grant is for a
water or relaizd land-rocource
conséruction projeel or progrom,
Jdo plang inelude « cost-bene fit
corputation? Does the project
or projgram -2t the relzvant
U.S. construetion standards

ard criteria used in determining
feasibiliiy?

construction project.
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d. F/A S611(c), If thia e g
Capital Az5istance Froject with
U.S. financing in excezs of §1
million, has the principal A,I.D,
officer in the country certified
as to the cowrtry's capability
effectively to maintain and
utilize the project?

Ralation to Achievement of Country
aid Renional Godls

Country Goals

1. FaA 86207, 281(a), Describe
thig loan'y relation to;
a. Institutions needed for
a demoractie soctety and to
assure maximun participation
on the part of the people in
the task of econanie development.

b Enabling the country to
meet its food needs, both from
Lts own resources and through
developmant, with U,s. help,
of infrastructure to support
tnereased agricultural
productivity.

¢. Meeting increasing need
for trained manpower,

d. Developing programs to
meet public health needs,

-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. o
Further such assistance is being provided to the
PLN central organization under the IDA loan.

These loans will require establishment of PLN as

a fully autonomous institution within one year.
Development of capability by PLN X personnel will
be a key step in bringing about economic
development through the initiative of peorle

with the Ceuntral Java region.

Increased electric service capacity at the major
distribution centers will assist expansion of those
food processing and distribution facilities which
are 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.

-8 -



e. Asqzattmg.o?her tmportant
econante, political, and social
qavezogmrnt.acttvttzes, tnelud-
g tndustrial dcuclogwcnt;
growth of frea labop wnions;
cooperatives gnd voluntary
agencies; trprovenent of
trarnsportation and ecrmmica-
tten eystenr; capabilities

for plannivg and pblic
adthzstzntion; wrban

deve qurz.,jrz by and modernization
of existirg lamvs,

2 FAB201(b)(4). Deseribe the
activity’s cdﬁﬁfgzﬁncy with and
relaticonship to othep development
activities, ond 1tg contributio

to realizable Lorg-1voyye objectives,

o DU RI01CON(D), licw will the
activity to beo financed contribute

Lo the azhicvomant of self-eustaining
grouth?

4. FAA 8201(f). If this is a
project &;;ZJZQSCPibe how such
projest will pranote the country's
econrinte development, taking into
account the country's hunan and
merterial resowrce requivements
and the relationship between
ultimate objectives of the
project and overall economic
develcpment,

5. FAA 8201(b)(3). In what wuoys
does the activity give reasonable
pranise of contributing to
development of econanic resources,
or to inercase of productive
capciifos?

The project will make possible substantial in,rovea
ment in the basic infrastructure of Central Java,
will facilitate new small commercial and industrial
enterprises and will mav“e more attractive large
activities. There will be extensive training and
improvement of bagie labor and menagerial skillsg
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 bosic 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-:
& manner contributing to economic development
pbroductivity.

201(b)(3) 1Increased electrical power capacity will
provide a necessary basis for economic
development.
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6. Fru4 £281(b),  Hou docg the
Progren wuler phioh assistance {g
provided recognisg phy particulap
neads, desires, and capacities of
cowtry's people; utilize the
Cowntry s intellectynl resourceg
to encowrage institutiongl deve Lop-
ment; and auppopt civie education
and training in skills required
for.e_}.“j‘ective participation in
political processes,

7. FAA 8601(a). How will
this loan ensourage the country's
efforts to: (a) incrogze the
flaw of internztional trade; (b)
foster private {nitiatipe and
canpetition; (e) ancourage
development and uge of eoopera-
tives, credit unions, and savings
and loan associations; (d)
discourage monopolistic practices;
(e) improve technicql efficiency
of tndustry, agriculture, and
commerce; and (f) strengthen

free labor uniong?

8. FAA B292(a). Indicate the 202(a)

anount of money wnder the loan
which is: going directly to
private enterprise; going to
iniermediate credit institutions
or other borrowers for use by
private enterprisc; being used
to finance imports from private
gources; or otherwise being used
to finarce procurements from
private sources.

9. FAA 6611(a)(2). What legisla-~
tive action is required within the
recipient country? What is the
basis for a reasonabls anticipation
that such action will be completed
in time to permit orderly accamnpligh-
ment of pirposes of loan?

- 1V -

281(b) This project will enhance the expansion of

industry and agriculture and make possible the
creation of more Jobs; it will also increase
the availability of electricity for private
consumption. The rehabiljtated systems will
make possible training in basic technical
managerial skills for additional personnel,

601(a) The loan will facilitate purchase by the

country 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 and
commercial activities in such areas as agri-
business and intermediate processing which will
increase the probable quantity and value of
commodities available for export, ond will assist
Indonesia in developing more sophisticated
Products which may be competitive in inter-
national trade. (b) through inproved opportuni-
ties for new commercial and industrial enterpricsg
(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.

The total amount of the loan will be used to
finance procurement from pPrivate sources in the

U. s.

© 611(a)(2) No legislative action will be

required as a condition precedent to thiébloa.n':’
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-  Regional Goala

- 1] -

1, FAL 0619, If this loan is 619 Indonesia is not a newly independent cu.iv.ivy,
assteting a newly independent

country, to what extent do the

circunstances permit such

asststance to be furnished

through multilateral organtiaations

or plans?

2. FAA 8209, If this loan is
directed at a problem or an
opportunity that is regional in
nature, how dozs assistance wndep
this loan encourage a regional
development progran?  What multi-
lateral assictance is presently
being furnished to the country?

C. Relation to .S, Economy

=-  Emploument, Balance of Payments,
Private Enge rprise

1. FaA 88201(b)(6); 102, Fifth,
What arve the possible effects of
this loan on U.S. economy, with
special refevence to areas of sub~
stantial labor surplus? Desepibe
the extent to which assistance

is conatituted of U.S. comnodities
and services, furnished in a manner
consiztent with improving the

U.S. Palance of paments position,

2. AN 82013(b), €35(h). What
steps have becn taken 1o assuve

that, to the maximuon extent rossible, of the project.

foreign currencies owned by the
U.5, ard local currencies contri-
buted by the cowntry arve utilized
to meet the cost of contractual
cand othcr services, aend that U.S.
foreign-owned currencics are
utilized in lieu of dollars?

209 The loan is not directed

612(b), 636(n)

at a regional
problem. However, it is being furnished in
the context or multilateral aid to Indonesia
by & number of donor countries (the IGGI). The
assistance ig being coordinated with the advice
of the IBRD.

201(b)(6); 102 Goods and services will be
obtained under approved procedures solely from
the U. 8. We will expect that spare and
replacement parts will be required from the
U. 8.

Local currency provided by the
GOI will be used to meet local currency needs

- 81 -



3. PAA 8601(d); App. @115, If
thie loan ts for a capttal pro-
Ject, to what extent has the
Agenay encouraged utilization of
.enginecring and professional
sarvices of U.S. firms and theip
affiliates? If the loan is to be
used to finance direct costs fox
construction, 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 8608(a). Provide infcr-
mation on measures to be taken to
-utilize U.S. Govermment excess
personal property in lieu of the
procurement of new items.

o. FAA 8602, What efforts have
been made to assist U.S. small
busiress to participate equitably
in the furnishing of canmodities
and services financed by this
lo?

6. FAA 8621, If the loan pro-
vides technieql assistance, how
15 private enterprise on a con-
tracet basis utilized? If the
facilities cof other Federal
agencies will be utilized, in
what vays are they pariicularly
suttable; ave they cometitive
with private enterprise (I{f so,
explain); and how can they be -
made available without urdye
interference with domestic

prograns?

7. FAA B611(c). IF this loan
involves a contract for con-
Siruztion that obligates in
excess of $100,000, will it be
on a competitive basis? If not,
areitiiire factors which make <t
impraciiuhle?

- 12 -

601(d); All goods and services financed under the
loan are of U. S, source and origin., There is
an additional $900,000 of third country foreign
exchange costs which will be met from GOI
resources for purchase of spare and replacement.
rarts for generators and related equipment of
third country source.

608(a) U. S. Government excess property will
not be used for this Project, because the
project requires standardization by FLN of
components for this and other systems,

602 Applicable regulations will be complied with

621 The entire project implementation will be
carried out by private enterprise under loan
financed contracts on the basis fo the
applicable A.I.D. regulations.

611(c) Yes. The construction will be awarded on g
competitive basis, and equipment supplies will
be afforded an opportunity to indicate their
interest in selling equipment.
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. == Procurcment
~=oaemene

1. FAA 8602(a). will commodity  602(a) Yes
procurcment be restricted to U.g,

except as otherwise determined by

the Pregident?

2. FAA 8604(b). wil1 any part 604(b) No.
of this loan be used for bulk

cammodity procurement at adjusted

prices higher than the market

price prevailing in the U.S. at

time of purchase?

8. FAA 8604(e). Will any part 604(e) No.
of this loan be used for procure-

ment of any agricultural eommodity

or precduct thereof outside the

U.S. when the damestic price of

such commodity is less than parity?

D, Other Requirements

1, FAA 8201(b). 1Is the country 201(b) Yes.
among the 20 countries in which

develovment loan funds may be used

to make loans in this fiscal year?

.2« App. 8112, Does the loan 112 Yes,.
agrecment provide, with respect

to eapital projects, for U,S.

approval of contract terms and

fimms?

3. FA4 8620(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 8100
million, what preparation has been
made to obtain the express approval
of the Congress?
-83 -



4. FAA 88620(b), 620(f); App. 8109(b).
Has the Prestident dzterymined that the
cowttry is not deminated or controlled
by the international Commmnist move-
ment? If the country ie a Commmigt
cowitry (including, but not limited
to, the countries listed in FAA §620(f))
and the loan is intended for economic
asgistance, have the findings required
by FAA 8620(f) and App. §109(b)

been made and reported to the Congress?

5. App. 8109(a). Will any mtlitary
assistance, or items of military

or strategic significance, be furnished
to a Commmnist nation?

6. FAA §620(h). What steps have
been taken to insure that the loan
wtll not be used in a manner which,
contrary to the best interest of
the United States, promotes or
asststs the foreign aid projects
of the Communist-bloc countries?

7. App. 8118. Will any funds be
used to finance procurement of iron
and steel products for use in Viet-
llam other than as contemplated by
81182

8. FA4 8636(1)., Will any part

of this loan be used in finanecing
non~U.S.~manufactured automobiles?
If so, has the required waiyer been
obtained?

9. FAA 85620(a)(1) and (3), 620(p);
App. 8117. Will any assistance

be furnished or funds made avaii-
able to the goverrment of Cuba or
the United Arab Republic?

- 14 -

620(b) ,620(f); Appt. 109(b)
The required determination has been made,

109(a) No.

620(h) The loan agreement will contain a
provision covering this requirement,
(See Annex 9)

118 No.

636(i) No.

'620(a)(1) and (2), 620(p) No.
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10, _["_.giEGZO(a). Will any rart 620(g) No. No assistance has been uged for-
of this loan be used to compensate such purposes in the past.

owners for exrropriated op nationalized
groperty? If any assistance hag

een used for such purpose in the

ast, has appropriate reimbursement

een made to the U.S, for sums diverted?

11. Fa4 8201(¢). If this is q 201(f) It is anticipated that a vortion of the
project loan, what provisions haye work will be accomplished through direect -
been made for appropriate partici- hire of personnel ang subcontract with
pation by the recipient country's Private firms in the recipient country,

private enterprise?

12, App. 8104, Does the loan 104 Yes. The 1loan agreement will cover thig
agreement bar any use of funds to requirement.,

pay pensions, ete., for persons

who are serving or who have served

in the recipient country's armed
forceg?
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Ao ICD. Ipm NO.

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"),
PERUSANIIAN 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 usc of and, under Section 9.1 hereunder, to be mude available
to the Bencficiary, pursuant to the Foreign Assistance Act of

1961, as amended, up to sixteen million eight hundred thousand United
States dollars ($16,800,000) to ascist in financing the reasonable United
States dollar costs of certain goods and services required for the Project
as defined in Section 1.2 hercof. Goods and services financed hereunder
are hereinafter referred to as "Fligible 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;

(¢) the provision of additional interim generating
capacity at Semarang and Jogjekarta;

(d) the provision of tools and service equipmept 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 Terms and Interest

SECTION 2.1, Interest. The Borrower shall‘pay semi-
annually to £ I.D, in United States dollars‘on the unpaid Principal,
interest which shall accrue from the cates 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 & date

- 88 -



-3 -
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 hercunder 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 océur 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, Ehe 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 Intefnational Developmeht (herein-
after called "USAID"), Djakarta, Indonesia, or to such other payee or at
such other address as A.I.D, may designéte, and sﬁall 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 installpeptg of Principal in the inversge order of their

maturity.

ARTICLE III,

Conditions Precedent

SECTION 3.1. Conditionsg 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 cotmitment document/, 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 Ioan 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
perscns designated in said Section, together with
evidence of their authority and a specimen signature
of each such person, certified as to its authenticity
by elther 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
5 &

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 systemvstandards for the

distribution systems. Said éystem 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 ag required by
Section 5.1(b) and (c) of this Agreement, .

(G) Advice of the International Development Association thgt
its Development Credit Agreement with Borrower (Credit
Number 165 IND) dated October 29, 1969, (hereinafter
"Development Credit Agreement"), ard the Project
Agrcement 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 Indohesian currency equal to twenty

percent (20%) of the estimated total Indonesian currency
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(c)

(d)

(e)

(f)

-7 -
cosats 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;
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 purboses;
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 storége at the project site.

An agreement between the Beneficiary and a contractor
for the provision of management consulting services
as requifed by Article II of the Project Agreement
with thg International Deveiopment Association,

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 gservices;

for equipment and materials

(8) 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

issvance 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 (£), 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)

(ii)

(iii)

maps and diagrams showing the preliminary layout

of the proposed electric distribution systems.
detailed specifications for individual protytype units
vhich combine in varying quantities to fdrm the

constructed physicdl plant;

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. 8aid 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.

SECTION: 3.4, 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 sixtcen (16) months after the date of execution of thig 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 ILoan Agreement, A.I.D, may at aﬁy time thereafter terminate
this Agreement by giving notice to the Borrower and to the Beneficiary,
Upon such termination, and notwithstanding any other provisions of
this iLoan Agreement, the Borrower shall repay to A.I.D. the unpaid
Principal, if any, and any accrued interesf. 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 L4.). Requests for Letters of Commitment. To obtain

disbursements, the Beneficiary may from time to time request A.I.D,

to issue, and subject to ﬁhe provisions of this ILoan 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 bznk 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.I,D,

xmay specify.

SECTION 4.2, Other Forms of Disbursement. Disbursemerts may

also be made through such other means as the Borrower, the Beneficiary
and A,I.D, may agree in writing.

SECTION h.3. Terminal Date for Reduests for Commitment Documents

and for Disbursements.v Except

as A,I.D, may otherwise agree in writing, no letters of
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commjtment or other commitment documents shall be issued in response
to requests received by A.I.D, after twenty-eight (28) menths, and no
disbursements shall be made against documentation received after fifty-,

three (53) months, from the date of execution of this ILoan Agreement.,

ARTICIE vV,

Particular Covenants and Warranties Concerning the Project

GECTION 5.1. Borrower's Covenants. The Borrower covenants

and agrees that it shall

(a) take a1l necessary actions to permit the Beneficiary
to perform its oblipations under Article II of the
Project Agrcement 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 objcetives stated in Section 5.2(a)
hereof;

(b) make available foreign exchange to Beneficiary necessary
to purchase thi+q country spare and replacement parts
for rehabilitation of diesel and hydro-electrie 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 cémpletion 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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(¢) 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 IT 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 Sectioh 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 ag
required by Scction 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.:
(1) A revised schedule of electricity tariffs and
charges fixed at such levels as should provide
Beneficiary with revenuc sufficient (1) to cover
all its opcrating expenses, including admini-
stration and overhead cxpenses,.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 feasonable portion
of its capital expenditures;
(11) A revaluation of Bencficiary's fixed assets
in accordance with sound public utility Practice;
(iii) Tull and exclusive responsibility vested in
Beneficiary for the pbublic 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 accordancé with

sound public utility practice;
- 99 -
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(e)

(d)

(e)

- 14 -

(v) Operating practices, including records, accounting
system, billing and collection procedures, financial
Planning and administration, insurance, repair angd
maintenance procedures, anc 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,

establish connecting fees for all future service

within the Tuntang system that will encourage increaged

consumption of electricity;

maintain the basie system standards fop the distribution

Systems required by Scetion 3.1(f) of this Agreement;

replenish the Indonesian currency feserve funds required

in Section 3.2(b) hercor whenever necessary to maintain
said fund at twenty percent (20%) of the estimated total

Indonesian cuirency cosf of the Project or such other

level as A.I.D, may agree to in writing;

carry out the Project, or'cause the Project to be carried

out, with due diligence and efficiency,land in conformity

with sound engineering, construction, financial,

administrative and management practices;
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(f) submit all plans, specifications, contracts, schedules,
and enginecring construction or procurement arrangements
for the Project, and all modifications thereof, to
A.I.D. as may be required by A.I.D. under this ILoan
Agrecement 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 Ttems,

and any constructed facilities resulting from their usec.

ARTICIE VI,

General Covenants, Warranties and Apreements

SECTION 6.1, Utilization of Eligible Items. All Eligible

Items shall be used exelusively in carrying out and operating the
Project. This vestriction shall apply only until such time as such
poods can no longer be usefully employed for the Project, provided
that no goods financed hercunder shall be exported from the Republicb
of Indonesin without the prior written approval of A.I.D., and |
provided further that no Eligible Items shall at any time be used to
promote or assist any project or activity associated with or Tinanced
by any country not included in Code 935 of the A.I.D. Geographic

Ccde Book as in effect at the time of such projected use except with

tne 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 obligaﬁions hereunder,

SECTION 6.k, Inspections. The authorized representatives
of A.I.D. shall have the right at all reésonable 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 Lorrower and the Beneficiary shall
cooperate with A.I.D, to facilitate such inspections and shall afford
& reasonable opportunity for authorized representatives of A.L.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. Tnxes and Duties. The Borrower covenants and

agrees that this Loan Agreement and the loan provided for herein shall
be free from, and the Prineipal and interest shall be paid to A.I.D,
without deduction for and free from, any toxation or fees imposed under
any lavs or decrees in elfeet within the Republic of Indonesia or any
such taxes or fees so imposed or payable shall be reimbursed by the
Borrower,  The importation of any Eligible Items, including the
provision of' servieces, shall be free from all import duties, fces and
taxes of whatever nature or kind.

ORCTION A.6. Comnissions, I'ees and Other Payments. The

llorrower and the Beneficiary warrant and covenant that in connection

with obtaining Lhe loan provided for herein or taking any action under

or with respect to this Ioan Agrcémcnt they have not paid and will not

Py or agree to pay nor to the best of their knowledpge has there been

paid or will there be paid or agreed to be paid by any other person or
entity, commissions, fecs or other payments of any kind, except as regular
compensation to the Borrower's or the Beneficiary's full-time officers and
employecs or as compensation for bLona Tide professional, technical or
other comparable services., The Borrower and the Beneficiary shall promptly
report to ALI.D, any payment or agreenient to pay for such bona Tide
professional, technieal, or compariable services to which it is a party

or of which it has Knowledpe (indicating whether such payment has been

made or i to be nade 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 twerein,

SECTION 6.7. Renepotiation of Terms. The Borrower agrees

that, at any time or times when it is required to do so wy A.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 apgreed 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 finaneial situation of the Republic of Indonesia;

(b) favorable trends in the balance of payments and
foreign exchange holdings of the Republic of Indonesia;

(¢) 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. Benelficiary covenants that it will
maintain prudent insurance coverage issued by responsible under-

writers in such amounts and against such risks as ig considered to be

in acgordance with good commercial practice.
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SECTION 6.9. Local Sales Apents Commissions and Service

Payments. The DPeneficiary agrees that commissions and service payments
to local sales arents are not Kligible Items and therefore will not be
finunced under the Loan, and that it will apply such rules and procedures
with respect thereto as A,I.D, may prescribe in Implementation Letters,

SECTION 6.10. Maintenance and Audit of Records. The Beneficiary

shall maintain, or cause 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 records shall, without limitation, be adequate to show:

(a) the rcceipt and use made of Eligible Items;
(b) +the progress of the Project;

(e) current data covering operation; and

(d) finoncial condition of the Beneficiary.

Such books and records shall be regularly audited by'independent
certified public accountants, in accordance with sound auditing
standards, on an annual basis or for such period and at such
intervals as A.I.D., may require, and shall be maintained for five
vears after the date of the last disbursement by A,I.D, or until
all sums due A.I.D, under this Lean Aprcement have been paid,
whichever date shall first occur.

SECTION 6.11. Reports. The Borrower and the Beneficiary

wlll 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
éransportation 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 proéured from a United States flag carrier. Marine insurance shall
be deemed té 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 obtained 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 procufed. 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 accordence 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 .

SKCTION 7.3. Port Charpges. With respect to transportation services
that constitute Eligible Items, A.I.D. will finance under the Loan nfnety
percent (90%) of all ocean freight costs of each shipment, and ninety-eight
rercent (98%) of such costs on any shipment under free-out terms. The re-
maining ten percent (10%), or two percent (29) of free-out shipments, repre-
sent port charpges in Indonesia, and'Borrower covenants that it shall make
available foreign exchange to finance said port charges in accordance with
such rules and procedures as A,I.D. may prescribe in Implementation Letters.

SKCTION 7.4, ©Small Business Notification. In order that American

small business shall have the opportunity to participate in furnishing
Illigible Items, Beneficiary or Borrower, as appropriate, shall, at such
time prior to ordering or contracting for any Fligible Ttem estimated to
cost more than the cquivalent of Five Thousand United States dollars
(5,000) as A T.D. may specify, cause to be received by A.I.D. such
information, concerning Eligible Items as A.I.D. may require,

SECTION 7.5. Occan Shipment. At least fifty percent (50%)

of the gross tonnage of all Eligible Ttems (computed separately for
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dry bulk carriers, dry cargo liners, and tankera) which shall be
transported on ocecan vessels ghall 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

(n) which A.I.D. in a notice to the Borrower and the Beneficiary

has desipnated 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, decrec, 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 T7.7. Fmployment of' Contract Personnel. The

employment of personnel to perform services under contracts [inanced
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; es A,I.D, may from time to time promulgate or specify
and, except «s A,I.D, may otherwise direct, all such contracts shall include
provisions necessary to implement such legislation and requirements,

SECTION 7.7. United States Government I'xcess Property,

The Bencficiary shall utilize, with respect to goods financed under

the Loan provided for herein to which the Beneficiary takes title

at the time of procur ement, 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 rcasonable 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 Dproperty.
AT.D, will make arrangements fof any necessary inspection of such
property by the 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 brocurement of any

goods, other than excess property, financed under the Loan and having
Sought such A, I,D, assistance, the Denefieiary shall indicate to

A I.D, in writing, on the basis of information then available

to it, either that such £00ds eannot '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 avallable 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)

(b)

(c)

(a)

the Borrower shall fail +to pay
in full any interest payment or installment of
principal o.’ the Ioan, or any other indebtedness or
obligation, when the same shall become payable by it;
the Borrower or the Beneficiary shall fail to comply
with any other provision contained hercin applicable
to it

any rcprescntation or warranty made by or on bchalf
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;

any indebtedness or obligation of the Beneficiary
for the payment of borrowed moncy shail have

become due and payable and not been paid;
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(8)
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all or any substantial part of the Beneficiary's

assets, business or operations (whether now or

herearter 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;

any franchisec, 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 TLoan Agreement is revoked, cancelled, or denied
in such manner as to make it improtable 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;

The Beneficiary shall voluntarily enter into or be
subjected involuntarily to any procedure under the laws
in effect within the Républic of Indonesia for the relief
of a financially distressed debtor which is substantially
equivalent to a petition in bankruptey or the appointment

of a receiver for the bernefit of creditors; or
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(h) & 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 eny such declaration, unless the default may
be cured and is cured within sixty (60) days thereafter, such prineipal
and all interest accrued thereon shall become immediately due and

payable.

SECTION 8.2. Termination of Disbursements; Transfer of Goods

to A.I.D. In the event that at any time:
(2) an Event of Default has occurred and has not

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 loan provided for herein will

be attained or that the Borrower or the Beneficiary will

be able to or will perform its obligations hereunder; or

(¢) 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 Lorrower and the Beneficiary thereof, (iii) decline
to make disbursements other than under letters of comuitment; and (iv)
at A.I.D.'s expense, 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 Indonegia, 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.

" OECTION 8.3. Refunds. TIf 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 ILoan Agreement, or wag at the
time of disbursement in violation of the legislation governing
A.1.D., A.I.D., at its option, may, notwithstanding the availability
of any other rcmedy provided for under this Loan Agreement or the
exercise of the remedy provided for in Section 8.1, require the
Rorrower 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 !

— o 'providéd that such request by A.I.D, shall
be made not later than five (5) years after the date of the final
disbursement hereun&er. Any such refund Treceived by A.I.D. shall be
applied first to any accrued interest, and %her. to installments of
Prinetipal in inverse order of their maturity.

SECTION 8.k. waivers. No delay in exercising or omission
to exercise any right, power or remedy accruing to A,I.D. under
this Loan Agroement 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 Agrecment, may be charged to the Borrower

and reimbursed as A,I.D, shall specify.

ARTICLE IX,

Borrower Contribution to Reneficiary

SECTION 9.1, Terms of Contributigg. Borrower will make

available the proceeds of this loan to Beneficiary on terms to be
established within three (3) yecars of the date of this Loan Agreement,
or such other time as may be agreed upon by A.I.D. Borrower, Beneficiary
and A, I.D, will consult together, and Borrower shall establish, with the
concurrence of Beneficiary and A,.I.D., appropriate terms based upoﬁ
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
Tor implementing the recommendations agreed to by Beneficiary, Borrower,
the International Development Association, and A,I.D. Under any repayment
terms apgreed 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 cn

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 ordéer

of maturity.
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A "maintenance of value" section, in the form of
Section 9.2 below, will be included,
Except as A.I.D. may otherwise agree, all repayments
made by Beneficiary to Borrower will be deposited by
Beneficlary 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)

(b)

The amount of In&onesian 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 subscetion (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.

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 whieh such g i‘ate can be ascertained,

Within sixty (60) days arger the first date aftep 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
ceurrency 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 llrst date following such due

date on which such 3 rate can be ascertained,

For purposes of thig 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 Stateg dollars are sold

or offered for snle on that date in exchange for Indbnesian
currency to residentg of the Republic of Indonesia,
exclusive of Government entities, for effecting:;

(l) the payment of interest ang repayment of pPrincipal

on loans; (2) the transfer of dividends ang 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 ;

[T;n provided, further, that so long as there is an establighed

BonuX Export rate under which essential commodities are

into the Republic of Indonesia, that rate shall
be the pr scribéd rate of exchange. In the absence of
such a Bonus ﬁxport rat%z]if there is no written agreement
betwecen A.I.D., and the Republic of Indonesia on the rate
of exchange applicable to this agreement,4and if there

is no such single rate of exchange applicable to all of
the three categories of transactions reférred 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 arc sold or offered for sale on that date to
residents of the Republic of Indonesia, exclusive of
Government entities, to effect btransactions within any

of the three categories referred to in the preceding

sentence.
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ARTICLE X,

Miscellaneous

SECTION 10.1. Desipnation of Representatives,

(a) All actions required or permitted to be performed
or taken under this Ioan 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 Norrower hereby designates

and the Beneficiary hereby designates

as their rgspectives with suthority to designate in
writing other representatives.in their dealings with

A.I.D, The represenfatives designated in or pursuanf

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 recéipt by

A I.D. of written notice of revocation of the authority of
any such representative, A.I.D. may acbept the signature
of such representative on any instrument as conclusive
evidence that any action effected by such instrumgnt i;
authorized by the party on whose behalf such representative
purports to act,

SECTION 10.2, TImplementation Letters. A.I.D. shall from time

to time issuc Implementation T.etters thet will prescribe the procedures
applicable hereunder in connection with the implementation of this Loan

Apreement,

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 ﬁarty to which it is addressged
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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:

Mall 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 Inglish and in terms of United Stateé

standards except as A.I.D. may otherwise égree in writing.
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xecuted 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. DProvisions of the TDA Apreements relsting to Institutional Reform

of the Electric Power Sector

A.

B.
C

Cross index between IDA project asgreement and A.I.D, self-help
objectives

Provlsions of Development Credit Agreement between GOI snd IDA
Provisions of Project Agreement between PLN and IDA
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ANNEX 13 - A.

Provisions of the IDA Arrecrients Relating to Institutional Reform of the
Electric Power Secter

A, cross index between IDA Project Apreement and A.I.D. SelfQHclp Ohjectives.

1.

o

3.

5.

AID Gelf~Heln Ohjective

Tariff Schedule Revision
Revalualion of Assets

Establishnricnt of Autonoryy over PLHN
Operations

Fevision of lMznagement Orpanization and

Employment Staffing Pattern, and of Selary.

Structure and York Procedures
Imnrovement of Operating Practices

a, accounting, records keeping, billing
and collection practices

b. . financial planning and administration
¢. repair,maintenance
d. ' systems operations

Definition and Implementation of Standards
for Scrvice
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202(e)2(ii), 2.0k

202(a)3

202(a)2(i), b(iv)

202(a){2)(iii)

202(a)l(i)
202(a)k(i), (ii)
202(a)u(iii)

202(a)b(ii)

202(a)k(iii)
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B. DEVELOPMENT CREDIT AGREEMEIT

Seenox 4010 (1) The Dorrower shall eause the Project
to be carsied out by LN with due diligence and efliciency,
and 'LN to he manosed and operated, i conflormity with
sound administrative, financial, engineering and publie
utility practios.

Skcuiox .05, The Borrower shall take all action which
shall be necessary on its part to enable PLYN to perform ity
obligations uuder the Project Agreement, including the
establixbment and maintenance of taviffs and clavges as
specificd in Seetions 202(h) and 2.04 thereof, and shall not
take any action that would interfere with the performance
of such obligations.

(b) Amounts owed to PLY for services provided by it
to Governmantal entities which are due and payable as of
the date of this Agrecaent shall bo paid to PLN within
one year fellowing such date. The Borrower shall take all
action necessary to ensure at all times that amounis owed
to PLYN for such serviees so provided after such date be
prompily paid when due,

Sreriox 4.03 Within a period ending not later than
April 1, 1971 the Borrower shall canse VLY to e vested
with full and exclusive responsibility for the public cleetrie
power scetor of the Borrower, ineluding Planning, procure-
ment, construction, operation, maintenance and ovitership
aof all facilities {herein.
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ANNEX 13 ~ C

C. PROJECT AGREEMENT

ARTICLE II
Particular Covenants

Stcriox 2010 (a) PLN shall carry out the Project with
due diligence and efiicieney and zhall at all times conduct its
opes rations and allairs in accovdance with sound engineer-
ing, public utility, admintstrative and finaneinl practices
and under the supervision of experieneed and competent
nianagement,

(b) PLXN shall cauze all works ineluded in the Pro Joct
to be coustrueled by contractors aceeptable to the Associa-
tion and TN, or pirsuant to olhe arrangements satisfae-
tory to the Aszceiation.

(¢) Upon request from time to time, PLYN shall furnish
promplly to the Associztion the plans, specifications and
the couctruetion seheduls for the Project , anrl shall furnish
details of any malerial modifications subsequently made
thercin, in cueh delail as the Association sholl from time
to tinie request.

Secitox 2,02, (a) PLYN shall employ m mnagement con-
sultants accentable to, and on terms and condlhow safis-
factory lo, ths Association Lo

1. assisl in the managerment and opevations of PILN :
o ?

2. review and 1ake recommendations on the organization
and operation of the cleetrie power scelor including

(1) the ad cqu wy of the Governing Lows for the pur-
pose of TLN's condueling its operations accord-
ing to the crite.ia set forth in Seclion 201(a) of
this Agrecuent, including the authority of PLYN
to determine its own tarilfs according to criteria
stipulated in such Taws, snbjeet only to appro- -
priate administrative review;
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2

(i1) the clectricity tar™ 1 struclure, having regard to
the cost to LN of providing serviecs, nud PLXN's
capll.\lu-«lum-mvula,pml

(iii) ewployment piactices within the power scelor;

3. assisl PLN in the organization and implementation of
a valuation of the fired assets of PLN;

4. review, prepare and assist in the institution of ap-
propriate methods and procedures of PLN relating to
the followiug:

(1) records, accounting system and financial prac-.
tices;

(i1) system plinning and operaling teclmiques;
(iii) standards for esign, operation and maintenance;

(iv) contracling, procuvcment and inventory prae-
tices; and

(v) insurancc coverage.

(1) PLX undertales thal it will promptly carry out such
recommendations of the consultanls resulting from their
activilies veferred to in the foregoing paragraph as the
Borrower and the Association shall consider appropriate.
Reconmendations velaling to the ovganization, slrueturve
and oporalion: of PLN, ineluding any required consolida-
tion, modification or upplnl.u-nlmn of the Governing Laws,
shall be implemented within one year after the Lhedl\'e
Date; and thoze providing for the establishment of a sched-
ule of tavils and chavges prursuant to Seetion 2.04 of this
Agveement, within thirty-two months of sueh date.

(c) PLYN undertakes that the valuation of the fixed
assets of PLN shall be completed within tweuty months
of the Itteetive Date.
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Skerton 202 n carrying out the I'roject, I'LN shall
eniploy engineering consultants aeeeptable to, aud on terns
and condilions satisfaclory to, the Association, for the
following purposcs:

(a) reviewing the eleelrieits distribution system of PLN
in Diakarta and environs; :

(b) preparing specifieations for the cquipment, supplies
and materials {o he prezured under the Projeet;

(c) assisting PLN in the evalnation of bids, awards of
contracts awd in the procurement of such goods for
the ’rojeat ; and

(@) coordinaling and supervising the installation and
construction work included in the Project. .

Sreriox 2040 Phe revised schodule of cleetrieily tavifl's
and charges to be bnplemented as provided in Scction
2.02:.h) shall set forth tarifl's and charges fixed at such
levals as should provide VLN with revenue suflicient ;

fa) locover (i) all operaling expenses of PLXN, including
adminiztration and overhead expenses, maintenanee,
depreciation and taxes, and (ii) inlerest on, and to
the extent it exceeds depreciation, amortization of,
debt; and

(1) to finunce a

reasoiable portion of PLN's capital
expenditures. :

Therealter, unless the Association shall olherwise agrec,
PLXN shall {rom time to time wake sueh revisions in its
schedule of tarifi's as shall he necessary to muaintain such
a volumie of revenue, and shall submit sueh revisions
promplly to the Borrower for such administrative review
as shall be requived under the Governing Laws.
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