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I. EXECUTIVE SUMMARY

A. GENERAL COMMENTS

As of the writing of this terminal report the Citanduy
Rural Credit Program has been operational, from a lending
perspective, for a period of Just two months. Hence the
writing of a terminal report at, in essence, the begin-
ning of a program 1s a bit of a misnomer and is 1llust-
rative of an inherent weakness in foreign aid programming.

Thus, this "terminal report" does not treat the subject
matter from a terminal perspective. Rather, it attempts
to present a chronological accounting of credit program
development to the present,

As, to date, less than ten percent of tilie lending insti-
tutions scheduled to participate in lending activities
under the program have actually done so, much of the
implementation task and most of the lessons to be learned
from this rural credit experlence remain before us. Yet,
when one considers the Zero-base from which this program
has evolved, it may be concluded that much has been
achieved during these past pwenty-one months.,

The Indoneslan government agencies involved in this program,
particularly the Bank Pembangunan Daerah Jawa Barat, the
Bank Pembangunan Daerah Jawa Tengah, BAPPEDA Jabar and
BRAPPEDA Jateng, have demonstrated a clear commitment and
ability to design and implement a credit program of this
size and complexity. Thelr unyielding determination to
pursue the implementation of this credit program in a
manner which 1s consistent with Indonesian culture and



values and at the same time does not compromise the
standards of professionalism will, in the end, earn
them the type of success to which they endeavor, namély;
a lasting success. ‘

CREDIT PROGRAM DEVELOPMENT OVERVIEW

The RMI rural credit advisor arrived in Indonesia on

01 June 1982. His first three months were devoted to
orientation and language study. Implementation of the
credit component of the Citanduy II Project essentially
began in September 1982 and was devoted during the
rerainder of that year to establishing component objJect-
ives, reviewing rural credit programs underway in other
parts of Indunesla and selecting primary and secondary
lending institﬁtions to administer the project's lending
program, ’

The first quarter of calendar year 1983 was devoted to

the design of a credit program implementation plan for
West and Central Java. During the second quarter of 1983
rules and regulations governing lending operations

were completed and the process of designing operational
lending guidelines and procedures initiated. Additionally,
a proposal was completed during this period for inter-
national credit-related short-term training for selected
government and bank officials. This program was, however,
cancelled in October of 1983. .The third quarter of 1983
focussed on the task of completing operational lending
guidelines and procedures and designing accounting pro-
cedures and a reporting system for the new lending program.
During the fourth quarter of 1983 the West Java implemen=-



tation plan was approved, Project Implementation Letter
(PIL) No. 28 was issued and the West Java Governor
issued policles and procedures governing lending under
the new program. Training was also provided during this
period for all first-year fleld staff.

Preparation for initlating lending in lWest Java was
completed during the first quarter of 1984. At the
request of the Governor of West Java, the central bank,
Bank Indonesia, agreed to transfer the responsibllity -
for the supervision and management of the secondary
banks, BKPD, to the Bank Pembangunan Daerah for West Java
for purposes of implementing the Citarduy credit program.
Initial lending began in West Java on 26 March 1984,
During the month of April 1984 four of the five first-
year BKPD had extended loans to farmers (see page 10).
Also during April, a final draft of the Central Java
credit implementation plan. was completed after several
months of delay. In May 1984 Project Implementation
Letter (PIL) No. 39 was issued and the rural credit
advisor completed his contract with RMI (29 May 1984).

Respectfully,

)

Mark ‘A. Van Steen
Rural Credit Advisor
RMI/Citanduy II Project

29 May 1984
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II. CREDIT PROGRANM DESCRIPTION AND IMPLEMENTATION SUMMARY

GENERAL OBJECTIVES

a) To strengthen existing rural institutional credit capacity
in project affected areas of West and Central Java through
the improvement of lending policies and procedures, the
training of personnel and the provision of certain capital
inputs; and

b) To provide project beneficlaries desa-level access to various
types of credit and other financial services through a
strengthened structure of rural lending institutions in order
to meet stated project objectives.

KEY DEVELOPMENT STRATEGY

a) To promote vertical integration within the rural lending
structure as a means of improving program management and
supervision and introducing uniformity in policy administra-
tion, lending and reporting procedures;

b) To stress the importance of financial integrity in lending
through improved borrower education, better loan servicing
and increased loan supeirvision as a means of building borrower
confidence in lending institutions, thereby contributing to
higher rates of loan repayment, deposits and profitability;

¢) To ensure a sustained and an accelerating rate of equity
growth within program-participating rural lending institutions;

d) To promote rural savings mobilization as a means of improving
rural capital utility through forced and voluntary savings
schemes which reward depositors according to a fair market
value for the use of their money;

e) To develop a diversified lending portfolio in order to better
meet a broad range of credit services required by beneficilaries,
to ensure vertical package financing and to reduce loan loss,
and therefore costs, by spreading risk over a wider range of
lending activity;

f) To improve rmanagement information systems throughout the
lending structure; and

g) To institutionalize within the lending structure the capacity
to conduct initial and on-going human resource development and
training for lenders, borrowers, government workers and others
who may become involved in rural lending activities.



PROGRAM SCOPE

The Citanduy Rural Credit Program will support rural lending and
rural lending system development in the four project kabupaten

of West Java, namely, Clamis, Tasilkmalaya, Kuningan and Ma}aIengka,
and in kabupaten Cillacap, representing Central Java. A total of
some sixty 5555 Bank Karya Produksi Desa (BKPD) in West Java and
nine (9) Badan Kredit Kecamatan (BEK) from Central Jzva are
expected to participate 1n program implementation by end-of-project.
Of these institutions, only eight are scheduled to participate

in Year I program lending. Supporting the BKPD and BKK development
effort is the Bank Pembangunan Daerah (BPD) from each respective
province.

IMPLEMENTING AGENCIES

Agencies participating in credit program implementation include:
Departmen Dalam Negerl, BAPPEDA Tingkat I & II Jabar and Jateng,
BPD Jabar and Jateng, BKPD, BKK, Badan Pembinaan BKPD/LPK, P3RPDAS
and others.

PROGRAM INPUTS

USAID and the GOI have committed some $ 4.9 million to support

the Citanduy rural credit development program. This assistance
will seek to address the two-fold purpose of strengthening the
existing rural credit structure and providing financlal services
to project beneficlaries through that structure by meeting certain
institutional development and lending needs. Firstly, capital
assistance will be directed toward overcoming existing institu-
tional constraints such as the need for manpower development,
facilities improvement and supplemental equipment required to
augment training and lending activities. Additionally, program
resources will be provided for lending purposes including the
provision for loan guarantee and the promotion of equity growth
within the lending structure. Technical asslistance will also be
provided to help address such tasks as establishing program lending
policies and procedures, devising a uniform accounting system,
improving management information and reporting procedures, and
developling an on-golng training program to meet human-resource
development needs.



PROGRAM OUTPUTS

The timely, well-managed application of inputs are expected to
yield the following measurable end-of-program outputs:

a)

b)

c)

d)

e)

)

g)

A vertlcally integrated rural lending structure operating
profitably and providing financial services in all project
expansion areas;

Real net gain in on and off-farm income and employment gen-
eration resulting from the presence of the rural lending
system;

A minimum 100 percent equlty growth in participating rural
lending institutlons;

A network of rural lending institutions providing a broad-
range of credit services, previously not available through
institutional sources, to meet the credit demand of project
beneficiaries;

A strong rural savings program, demonstrating accelerating
growth, rewarding depositors with a fair market return on
1nvestment,

An institutionalized training capacity existing within the
BPD meeting on-golng human resource development needs; and

The presence of an effective system for managing information
operating within the vertically integrated lending structure.



STATUS OF CITANDUY CREDIT PROGRAM IMPLEMENTATION

(as o June 1,
ACTIVITY INITIATE ~ COMPLETE ON=GOING
1. Identification of primary lending institution X
2. Identification of secondary lending institutions X
3. Develcpment of program implementation plan X
4, 1Identification of tarfet lending areas for Year 1 X
5. Determine resource requirements for Year I activity X
6. Conduct baseline data gathering phase X
7. General assessment of institutional strengths & weaknesses X
8. Develop rules and regulations governing lending X
9. Develop international training program® X
10. Develop detalled lending guidelines and procedures X
11. Upgrade accounting procedures and reporting systems for
Year I secondary level lending institutions X
12. Complete development of agriculture and non-agriculture
lending schemes for Year I lending X
13. Conduct program orientation and training for primary and
secondary-level lending institulon personnel X
14, Finalize Governor's Instruction on Credit for West Java X
15. Transfer supervision and management of secondary banks (BKPD)
from Bank Rakyat Indonesia to Bank Pembangunan Daerah (BPD) X
16. Initiate pilot lending in Year I BKPD areas MAR 84
17. Devise monitoring and evaluation (M&E) program for system MAR 84
18. Development and introduction of bank classification system APR 84 X
19. Activate program auditing procedures APR 84 X
20, Devise perscnnel recruitment and development program MAY 84 JUN 84
21. 1Initiate personnel development program at primary and
secondary levels within the lending structure JUN 84
22. PBased on results from M & E program, modify and/or
refine lending pollcies and procedures as necessary JUL 84
23. Begin planning for Year II lending program expansion JUL 84 SEP 84
24, Conduct formal evaluation of Year I lending SEP 84 ocT 84
25. Based upon evaluation, reassess program plans, objectives,
policies and procedures. Modify as necessary OoCT 84 GCT 84
26. Continue personnel development program X
27. Initiate Year II lending activities NOV 84 X

® Program cancelled in October 1983.



CITANDUY RURAL CREDIT PROGRAM REPORT: LENDING STATUS
(as of 01 May 1984)

KABUPATEN BKPD BPD LOAN FUND LOANS EXTENDED NUMBER OF NUMBER OF
RELEASES TO BKPD BY BKPD#* HECTARES BORRUWERS
(Rp. Million) (Rp. Million)
CIAMIS
. Panawangan 12.5 7.50 22.3 39
Cipaku 12.5 6.25 34.0 36
Rancah i%,5 7.30 T4.5 142
Kawali 12.5 7.25 24,2 47
TASIKMALAYA
Clawi 12.5 ) - - -

TOTAL 62.5 28.30 155.0 258

Prior to Citanduy participation these BKPD had outstanding loans amounting to
Rp. 22.3 million (31/12/83). Total disbursements to date under Citanduy repre-
sents a 135 percent increase in their collective lending volumes.

SOURCE: BPD Jabar and BKPD Inspektorat reports,

-o'[-



CITANDUY RURAL CREDIT PROGRAM REPORT:

LENDING CATEGORIES

{(as of 01 May 1984)

AMOUNT LENT PER CATEGORY

upia on
BKPD FOODCROPS LIVESTOCK FISHERIES AGR.. TRADE TOTAL
Panawangan 3,70 .80 - 3.00 7.50
Kawall 3.75 - 3.50 - 7.25
Clawi - - - - -
TOTAL 20.25 1.056 4,00 3.00 28.30
Percentage 71% Y 4 14% 11% 100%

SOURCE: BPD Jabar and BKPD Inspektorat reports.

-I'[-
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III. PROGRAM ACCOMPLISHMENTS
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III. A. CITANDUY RURAL CREDIT PROGRAM IMPLEMENTATION PLAN

FOR _WEST JAVA
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CITANDUY RURAL CREDIT PROGRAM IMPLEMENTATION PLAN
FOR WEST JAVA

Prepared By

BAPPEDA TINGKAT I JABAR.

For

THE DIRECTOR GENERAL FOR REGIONAL DEVELOPMENT
MINISTRY, OF HOME AFFAIRS

MAY. 1983
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DEFINITION OF TERMS, ABBREVIATIONS AND ACRONYN.S

BAPPEDA - an Perencanaan Pembangunan Da
EPlannIng Body for Regional Development)

BKK - Badap Kredit Kecamatan (Secondary Lender)
BKPD - Bank Karva Produksl Desa (Secondary Lender)
BPD = Bank Pembangunan Daerah (Reg. Devel., Bank)
Desa = Villiage
EP « Equity Fund
GP - Guarantee Pund
GOl - = Government of Indonesia
IDP = Institutionsl Deveiopment Pund
JABAR - Jawa Barat (West Java)
JATENG - Jawa Tengah (Central Java)
Kabupaten = District '
Kecamaten = Sub-District
Kelompok - Group or assoclation
LP = Loan Fund
MDF = MNRanpower Development Fund
M&E = Monitoring and evaluation
Nasabah « Borrower '
0&D - Orientation and developaent
PPL = Extension worker
Pos Desa = VYillage financial post
Primary lender- Bank Pepban Daera
Program = Citanduy Credit Program
Project = Project Citanduy II
P3RPDAS - National Regreening Program
Secondary
Lender - BKPD and BKK
USAID - United States Agency for International

Development



CREDIT COMPONENT” DESCRIPTION

BACKGROUND

After more than ten-years of addressing infrastructural development
needs relating to water management within the Citanduy river basin
under Project Citanduy I speeial attention was directed to managing
lands on the basin's upper-watershed. A second project, knowm as
Citanduy II, was initiated to introduce a set of agronomic practices
in upland areas which would, one, significantly reduce the rate of
soil ex;osion, and two, geperuto an increase in real income and:
employment opportunities to those people living in upland areas. As
such, TProject Citanduy II was to move beyond the infrastructural
concerns of Project Citanduy I and begin addressing the task of
institutimal development, As part of this institution building
effort Project Citanduy II will seek to develop the followings a) the
capacity for generating socio-economic research to be used as a tool
for Amproving overall watershed mansgement; b) the capacity for
generating agronomic and ‘other agricuitural related research for the
purpose of developing appropriate cropping technology for cultivatable
uplands; ¢) a cadre of skilled trainors and extension agents who can
conduct technical training for govermnment and private sector perscnnel
engaged in watershed management activities as well as extend agronomice
related technical practices to upland project beneficiaries; d) a
strengthened planning ability wif.hin local government and the active
participatimn of local government in the management of the uppere
wvatershed; and o) an institutionalized rural credit system which oan

/3



finance upland technology expansion efforts as well as income and
employment generation programs for project beneficiarles., It is

this last ﬁstttnticnnl concern to which this paper will address
itself in the form of & description of the credit systems development
compment together with a presentation of compment implementation

strategy.

OBJ ECTIVES

1. General Credit Program (bjective:

The general objective of the oredit systems development component

of Project Citanduy II is to contribute substantially toward the
process of institutionalizing, within the life of the project,

a viable, credible and vertically integrated rural banking structure
within the gso-political boundaries of the Citanduy river basin and
upper watershed which ia capable of providing credit and other banking
services to project beneficiaries at the des: level under fiscally

sound and carefully supervised conditions.

2, Specific Program Objectives

Speoific objectives of the Citanduy Credit Program ares

a) to m:titutior)alizo a strong'runl banking system within
the five kabupatens participating in Project Citanduy II
by providing the necessary capital assistance for lending
and 4institutional development to some sixty Bank Karya
Produksi Desas (BXPD) in West Java and iine Badan Kredit

19
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Kecamatans (BXK) in Central Java during the life of the

projects

b) to support vertical integration witiin the rural institue
timal lending structure by strengthening the linkages
between the primary lender, Bank Pembangunan Daersh (BFD),
and project supported secondary lending institutions, BKFD
and BKK3

6) to strengthen the institutional capacity of the Bank Pem-
banguman Daerah to function as the primary lender under the
projects and

d) to provide Citanduy II project beneficiaries access to a
broad-range of credit and other financial services as a
means of stimulating increased income and employment geners
ation in rural areas as well as attaining other important

project objectives,

C. [ESSENTIAL FEATURES OF THE CITANDUY CREDIT PROGRAM

The Citanduy Credit Program will seek not only to demonstrate the
economics and viability of rural credit delivery through established .
banking intermediaries as opposed to other less-effsctive channels,
but it will also seek to accelerate the process of building a strong
rural banking structure whiéh in tum will serve as an important
resource for rural development within the comntry. This section will
discuss a number of program features which are viewed as important
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sand essential to accomplishing this task, Some of the program
features herein discussed will foous on developzment needs which
as yot have not been addressed in other .mdmoaim.mral oredit
'denlopnmt strategles, |

1. Developing a Vertically Integrated Credit Structure Capable
of Servicing Desa-Level Needs

The Citanduy Credit Program will seek to promote vertical integration
within a rural lending structure utilizing the Bank Pembangunan
Daerah in West and Central Java as the primary lending institutions

and the Bank Karya Produk;i Desa in West Java and the Badan Kredit
Kecamatan in Central Java as the secondary level lending intermediaries.
As secondary level institutions, the BXPD and BKK will continue to
function as autcnomous’lending entities, They will, however, in pro-
ject affected areas be increasingly brought under the guidence and
general supervision of the BFD in terms of program activity and will
becoms increasingly dependent upon BFD as a stable source for lomable
funds. As such the BFD as primary lender will nwesaaril& improve its
intercourse with and services to .t.he secondary lending institutions.

This twoe-tiered vertical structure is viewed as important to improving
rural credit program planning, coordination, implementation snd overall
program management, It will also contribute to more efficient pro=-
gruming' and utilization of development resources, Additionally this
integration will contribute to the longer~-term task of helping to
institutionalize a national rural lending system,

Rl



R
-5a

In addition to developing a strong linkage between the BFD and the
BKPD/BKK, the project will assist the secondary lending institutions
in their efforts to expand the number of desa posts as a meins of
bringing credit and other financial services to clientele at the

desa level. This 1s viewed as an essentlal element within the project
for not only expanding lending volume snd reducing financial trans-
action costs for borrowers but also for providing many rural dwellers
who otherwise might not have the opportunity access to institutionale
ized credit,

2, PBuilding a Lending System With Financial Integrity

Fiaancial integrity will be the cormerstme of the Citanduy rural
credit prograsm, As such lending procedures will follow sound and
proven conventional lending practices of the internationsl banking
industry. Such a conventional approach will, however, recognite

and adapt itself to meeting the specini needs of a developing rural
econonmy. Through a conventional approach the Citanduy Qredit Program
will seek to create financial incentives for performsnce, It will
eliminate counterproductive program subsidies. Mnd, it will use
competition as & means of improving overall lending ana savings

operatioms,

Financial integrity will also be measured by sustained and progressive
equity growth within the rural banking structure. As such lending
policies will insure profitability within the system., Although it
is reasonable to expect slower equity growth during the initial years
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of lending activity due to the faot that lending procedures and
programs will be in a process of development and refinement, cone
sistent policy will translate into significant equily growth over time.
This will strengthen the lending structure by reducing stress, proe
moting independence, and generating additional capitidl for further

system expansion,

It goes almost without mentioning that equity growth will be directly
proportional to loan repayment. Therefore high loan repayma:t will

be an essential ingredient of all project supported lending activiilies.
Special loan supervisional teckniques such as the participation of
borrowers in their own loan supervision through the use of kelompok
and other such institutional groupings will be employed. Additionally,
certain systen safeguards such as the providion for bad debts and the
introduction of a loan guarantee system to which both borrower and
lender contribute will be provided.

3. Ensuring a Dlverait.ted__hmding Portfolio

In order to service the diverse credit needs of various developing
sectors of the economy targeted for assistance under the project
(some of which are clearly classified as high risk categories for
lending) and at the same time protect the financial integrity and
therefore the protitability of the lending system, it will be
necessary to ensure that participating lending institutions diversify
their lending portfolios. Loan portfolio diversification will reduce
lending risk by mixing higher risk lending with lower risk loan
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activity thereby spreading the higher risk category over a larger
volume of lending. As indicated above, this will allow the lending
institution the opportunity to participate in higher risk categories
of lending where even though credit demand may be high, without a
properly balanced loan portfolio, the bank might not otherwise be
_sble to participate.

The need for a policy supporting diversified lending under the
Citanduy Credit Program is significant when we consider that a major
thrust of our lending activlity will be directed toward agricultural
production. Agricultural lending in the LDC context is at best a
high risk category of lending, When we add to that the uncertainties
and difficulties associated with financing incrsased agricultural
productivity in a marginal uplend agricultural environment such as
exists in most pilot areas of Project Citanduy II the lending risk

is further compounded. Fortunately there are other developing sectors
where credit demand is high and lending risk minimal which can help
diversify (and therefore help to safeguard) the lending aotivity of
participating financial institutions. Such sectors as agricultural
marketing and trading activity, sgricultural supply and agriculturally=
related smallscale enterpriae?wand cottage industries will require
financial assistance and at the same time remain fully complementary
40 and interrelated with the task of increased upland agricultural
productivity, Even within the broad category of agricultural pro-
duction, the Citanduy Credit Program will diversify its lending
portfolio, In this way the lending system will remain maximally

Y
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responsive to the geographically changing needs for production credit
while at the same time spreading risks within the category over a

broader range of production.

It should also be no't.ed that support for a diversified lending portfolio
wmder the Citanduy lending program will allow participating financial
institutims to offer their clientele a wider range of short and
medium-term credit instruments than has to date been provided to rural

borrowers under other institutional credit schemes,

4, PBmphasizing Savings

The Citanduy Credit Program will as a matter of policy strongly support
the rapid development of a rural savings program, Such a savings
program will reward depositors with eamings from interest at a rate
significantly attractive enough as to serve as an iucentive for expanded
savings growth within rural areas, The program will support savings
mobilization through a jo.int forced and voluntary approach, Although
an actively expanding voluntary savings program will begin slowly,
program policy will encourage accelerating savings through this

approach over time,

M active rural savings program is viewed as an asset to the overall
project credit program as well as to national rural credit system
dsvelopment in that such efforts w.lli help to retain capital in rural
areas which otherwise most probably would either remain idle or flow
into urban sectors., Such a savings program will also help to gmouﬁo
additional working capital for the lending system (which might not

as
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otherwise be available) which in turn will help augment expanding
rural lending activity. As such savings mobilization will help to
recycle idle and/or inefficiently utiliged capital into priority
rural developnent sectors,

5. Institutionalizing the Capacity to Meet Human Resource
Development Needs

The Citanduy Credit Program will support the institutionaligation
of a training capacﬁy within the Bank Pembangunan Daerah to meet

initial and on-going orientation and development l.\eeda of human
resources within the scope of the program lending environment. This
capacity is viewed as essential to the successful evolutionary
development process of the.CItand\\y Credit Program as well as to
meeting the human development needs associated with the task of
building and expanding and institutionalized rural lending system,

As such this training capacity must address a broad range of oriente
ation and development needs, It should provide specialized training
for individuals through such programs as: bank management development
(primary and secondary institution llevels); bank staff development
(primary and secondary institution levels); clientele development;
and orientation and development for government workers. In the final
analysis, the success of the Citanduy Credit Program (both in terms
of long-term and short«term objectives) will rest upon the degree to
which the program has been able to effectively train people,

Q6
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6. Creating an Effective Manapsment Information System

4s the lending structure being proposed under this implementation
strategy 1s somewhat complex in nature, representing two primary
lending institutions, their five branch banks, and sixty-nine
secondary lending institutions operating within five kabupatens and
two provinces, it will be essential to be able to generate, collect,
cooidinate, analyze and manage information in an effective, timely
and systematic manner, The credit program will therefore seek to
establish a management information system capable of servicing program
needs. Such system will be managed by the BFD ;nd will be designed

in such a manner as to lend itself readily to eventual sutomated

adaptation,

SCOPE OF ACTIVITY

The Citanduy Credit Program will support rural lending and rural
lending system development in four kabupatens of West Java; Tasik=
nmalaya, Ciamis, Majalengka and Kunigan and in one kabupaten located

in Central Java, Cilacap, Within this geographic area the credit
program will focus its support on expansion areas for improved

upland agricultural technolog"u identified under Project Citanduy II
;nd upon lending activities which support alleviating income nr'xd
employment pressures on critical uplands withip the Citanduy upper-
watershed,

* It s anticipated that during the 1ife of the project rural credit
will be cxtended .to some 4,500 hectares of upland expansion area.

QL7
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Rural lending institutions identified for participation in the
Citanduy rural credit program include the West Java Bank Karya
Produksi Desa (BXFD), a rural banking system started in the latee
1960s by the Bank Pembangunan Daerah (BPD) and later supervised

by the Bank Rakyat Indonesia (BRI), and Badan Kredit Kecamsatan (BKK),

a nn-bank rural lending structure initiated by the provincial
government of Central Java in 1972 and now under the supervision

of the Central Java BPD,

The size of the lending sysf:em to be supported over the life of

the project will include some sixty BXPD and nine BKK secondary
lending institutions representing some seventy-three percent
(seventy-seven percent for West Java and fifty-three percent for
Central Java) of the total number of BKFD and BKK within the five
target kabupaten, In addition to the secondary lending structurs,
two provincial-based BFD, together with their five kabupaten branch
banks will serve as primary lenders under the progran,

Table 1 shows the projected annual rate of institutional participation
of BKFD and BKK under the credit program,

DURATIN OF ACTIVITY

The rural credit component of Project Citanduy II is an on-going
development effort which, as other components of the project, will
terminate on the Project Assistance Completion Date (PACD), presently
September 30, 1986, Funding for the credit program has been budgeted



TABLE 1

BKPD AND BKK_ANNUAL_ INSTITUTIONAL PARTICIPATION
Expressed in numbers of instltutionsa

IMPLEMENTATION 3

NEW _PARTICIPATION

' CUMULATIVE PARTICIPATIOE
West Java Central Java Tota

YEAR West Java Central Java Total <

3 BKPD BKK Total 1 BKPD BKK. Total
1 ’ 5 3 8 11.6 s 5 3 8 11.6
11 ' 15 6 21 30.4 20 9 29 42,0
II1 . 20 0 20 29,0 4o 9 49 71.0
v : 20 o 20 29,0 60 9 69 100.0
TOTAL 60 9 69 100.0
PERCENT TOTAL 87% 13% 100%

- z‘-
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over a five-year period from fiscal year 1981/1982 through 1985/1986,
It is important to note, however, that credit component 1lplemhtia:
lags fiscal year budgeting by one year. Although credit system
Amplementation activities ars already underway, technically, imple-
nentation will commence upon the formal acceptance of this implemente
ation plan by the Department cf Home Affairs and by USAID.

PARTICIPATING AGENCIES

Agecles participating in the implementation program of the Citanduy

lending system ares

i, The Department of Home Affairsg
2, The United States Agency for International Development (USAID);
3. The Badan Perencanaan Pembangunan Daerah (BAPPEDA), Tingkat I & II,

West Java and Central Javaj
4, The Bank Pembangunan Daerah (BFD), West Java and QCentral Javas
5+ The Bank Karya Produksi Desa (BKFD); and

6e The Badan Kredit Kecamatsn (BKK).
7. The Badan Pembina/Inspektorat BKPD/LPK

In addition to the above listed agencies which are considered the primary
implementing institutions there are a host of other agencies which will
interact and participate to various degrees in overall implementation
activities of the credit component of Citanduy II. Among these institutioms
are: F3RFDAS, BPP, dinas-dinas, village government and others,
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II. IMPLEMENTATION PLANNING

A+ ADMINISTRATIVE ARRANGEMENTS
1. Roles and Respmnsibilities of Participating Agencies

a)

b)

Department of Home Affairs

‘l'ho Department of Home Affairs shall serve as the primary
action agency of the Government of Indonesia (GOI) under
the Citanduy II Project which is responsible for crgdit.
progran administration, Although technigal managenent of
the component is the responsibility of Bank Pembangunan
Daerah the Department of Heme Affairs will serve to manitor
program performance, coordinate program planning batween
West and Central Java and assist directly in the process of

. assuring the timely disbursements of GOI annual budgetary

allotments, as per the Citanduy II Loan Agreement, for

crodit‘ component implementatiomn, The Department of Home
Affairs will further be ruéonsible for issuing general
guidelines and policies governing the use of credit funds in
support of overall implementation objectives of the Citanduy II

Pl'OJQCto

The United States Asgency for International Development (USAID)

USAID shall represent the Government of the United States of
America as 8 donor/lender agency which is supporting the
implementation of a eredit program as an integral component
of the Citanduy IX Project. As such USAID shall be respme
sible for approving oredit progrn. implementation planning
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as well as monitoring oredit program implementation. USAID
will be respomsible for assuring the timely disbursements of
U.Ss funded annual budgetary allotments, as per the Citanduy
II loan Agreszent, for credit component implementation.
Mditionally, USAID shall be responsible for providing lenge
term technical assistance to assist credit component design
and irmplenmentation.

Badan Perencanaan Pembangunen Daerah ‘BAPPAZ. Tingkat I & II,

West Java and Central Java

BAPPEDA Tingkai I, West Java and Central Java, shall represent
the Department of Home Affairs at the local government level.
They shall alsc represent the provincial govermment as the
agencies reapensibie for local government development planning.
As such, BAPPEDA Tingkat I shall coordinate credit compment
implenentation with other compmnents of the Citanduy II Project.
BAPPEDA Tingkat I will also coordinate with BFD by providing
planning input into the design of the credit component as well
as assisting in the process of monitoring and evaluating
program performance, BAPPEDA Tingkat I shall also help to
coordinate the timely disbursements to BFD of project-supported
annual budgetary allocations for use in support of Citanduy
sponsored credit activities.

BAPPEDA Tingkat II, in the five kabupaten participating in
credit component implementation, will coordinate the functions
of BAPPEDA Tingkat I with the lending program at the kabupaten-,
level branch banks of the BPD.

3



33
-16 =

d) Bank Pembangunan Daerah (BPD), West Java and Central Java

The Bank Penbangunan Daerah of West Java and Central Java

will serve as the primary lending 1nst1tut.1ms under the
project. They shall serve as the sole depository of all
funds provided under the Citanduy II Project Loan Agreement
for credit pm‘p?sn. The BPD, West Java and Central Java,
shall serve as the principal technical management agency fer
the Citanduy Credit Program, As such the BFD shall have
sverall responsibility and authority for credit program
planning and implementation. The BPD shall set lending
policy and establish lending (and other financial services)
procedures governing the operation of the ev dit systems
development program. BFD branch banks wi 1ve to extend
the roles and responsibilities ef the BPFD to the kabupaten
level of government. ‘- ‘he prizary lending institution the
BPD shall oversee all ‘lmding, savings .and other project
oredit activities extended to project beneficiaries by the
secondary lending institutions, the BKFD and BKK. The BFD
shall insure that adequate capital and other development
re'sources along with proper controls are extended to the
secondary lending institutions, sccording to plan, in order
to allow them to service the financial needs of rural cou;-
mmnities and at the same time proteét the finanoial integrity
and growth of the lending structure,

The BFD and their branch banks shall coordinate cloaoly with
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BAPPEDA, Tingkat I and II, in order to insure credit component
coordination with other components of overall project implementation,

Bank Karya Produksi Desa {BKPD!

The Bank Karya Produksi Desa shall serve as the secondary lending

institution for West Java in the four kabupaten of Tasikmalaya,
Ciamis, Majalengka and Kuningan, As such the BKFD in these areas
shall be under the direct supervision and authority of the BFD
West Java and shall provide financial services to project bene-
ficiaries in accordance with Citanduy credit system pelicies and
operational procedures as prescribed by the BFD West Java,

Badan Kredit Kecamatan (an

The Badan Kredit Kecamatsn shall serve as the secondary lending

institution for Central Java in the kabupaten of Cilacap, 4As such
the BKK shall be under the direct supervision and authority of the
BFD Central Java and shall provide financial services to project
beneficiaries in accordance with Citanduy credit system policles
and operational procedures &s prescribed by the EFD Central Java,

Badan Permbina/Inspektorat BKPD/LPK

The Badan Pembina/Inspektorat BXFD/LPK shall continue under the

project to provide extermal auditing and financial reporting services
for BKPD in pilot kabupaten located in West Java, 4s such the Badan
Pembina[Insgektorat BKPD/LPK shall work closely with and under the
authority and direction of BFD in all matters relating to management
information gathering, financial reporting and external auditing of
BKFD participating 4n Project Citanduy II,

Organizational Structure

Chart 1 presents the organizational structure for the Citanduy Credit Program,

34
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Chart 2 presents a structure for interprovineial credit program
coordination. As mentioned in the preceding sectim, the Department
of Home Affairs shall be responsible for coordinating credit program
pPlanning functions between West and Central Java, Credit program
implementation coordination between the two provinces at the provincial
level will be made possible by the creation of two interprovincial
coordinating committees made up of membership from each of the two
technical mnaéemmt agencies, the BPD West Java snd the BFD Central
Java, The first committee will coordinate credit program policy

and management between the two provinces. This committee shall meet
quarterly and shall be composed of two regular mexzbers, one each
coming from the directoral level of each BPD, and two ex.officio
merbers, one each from West Java and Central Java, respresenting
BAPPEDA Tinekat I, Each regular member shall altermately preside
over regular meetings of the Interprovincial Committes for Policy

and M:nagement Coordinatien,

A second committee will coordinate interprovincial credit progran
implementation at the working-level, This committes shall also meet
regularly on a quarterly basis, or on such a rmore frequent basis as
noed dictates, This committes shall be sibordinate to the policy and
penagencnt coordinating cormmittee and shall be composed of seven
regular nmerbers, five merbers representing the BFD branch bank
menagement frem each of the five ‘kabunaten participating under the
project and two merbers, one each,coming from the bureau managonent
level of the BFD West and Central Java, These two members shall
alternately chair all rogular meetings of the committes, Additiomally,

one ex-officio member from West Java shall represent Badan Pembina BXPD and
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two ex-officio menmbers, one each from West and Central Java, will
represent BAPPEDA on the Interprovincial Committee for Program
Inplementation Coordimum:

3+ Funding Procedures

Chart 3 presents a funding flow chart for the Citanduy Credit Program.

Anually credit program funding will be provided according to tﬁo
program budget as contained in the Citanduy II Project loan Agreeaent
(ses Tables , Section I, C.). Fifty-percent (50%) of all credit
progran funds will come from the GOI through INPREJ, and fifty-percent
(50%) 111 cate fras USAID. The total program funding shall be
divided between West Java end Central Java according to a ratio of
60340 for Year I'"and 80320 for Years IT through IV of project imple-
mentation, This division is based upon a careful analysis of certain
technical factors such as: a) projocted credit demandg b) institutional
performsnce; c¢) new capitel absorbtive capacity of secondary lenders;
d) existing cepital resources; e) financial system developmont ree
quirementss f) magnitude of institutional participationi and g) efficient

utilication of project resources.

USAID end INPRFS scurce funds &ro doposited snnually, according to

budget, in the Bank Pembangunen Daerch Jawa Barat ocnd Java Tongah

where they aro divided into four separate acocuntss a) a Loan Fund,

»
Funding to cover the cost of administering the operation of the two
interprovincial credit program coordination committees shall be drawn
from BFD service fees generated from lending activity under the program,

**The Year I division of credit funds between West and Central Java
was determined by the Department of Home Affairs prior to the
preparation of this implementation plan,
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which is used for the purpose of providing secondary lending instie
tutions access to capital for lending purposes; b) an Byuity Fund,
which supplements secondary lending institutions®' capital structure
through term equity investments thereby allowing for expanded lending
activity while at the same time encouraging capital growthj ¢) a
Guarantee Fund, which serves as a mechanism to insure system surviv.
ability by prerating risk and losses with program participating
secendary lending institutions; and d) an Institutional Development
Fund, which provides for certain equipment and facilities improvements
and manpower development needs within the primary and secondary
lending inotitution structure which ars determined essential for

pProgram success.

Funds for lending purposes are released from the Loan Fund and
trensferred to the secondary lender for a specified period of time
for on-lending to project beneficiaries eccording to program lending
policies and procedures as prescribed by BPD., If an additional
equity investment is dotermined to be necessary for a particular
secondary lender in order to enhence institutional viability and/or
expond lending volune, funds are drawn froa the Kuity Fund anfl 80
invested in the secondary lendor under an agreement which stipulates
that the equity investments are to be rotired over a fixed torm

(ten to fiftecn yoars) and replaced with secondary institution-owned
equity., Ratired funds then recycle back into tho Equity Fund for use
again, The Citcnduy Credit Progran will further provide seed capltal
for a lending guarentee ay'st.em. Both borrower and lender will partie

cipate in this systezs. The secondary lender will invest over time
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in the Guarantee Fund an amount which is equivalent to at least

ten percent (104) of the operating capital drawn from the BFD

Loan Fund at any given time, This will sllow the original project-
provided seed capital for the Guarantee Fund to be retired over time
and recycled into lending activities, Certain institutional
development resources will be drawn from the Institutional Development
Fund to support the primary and secondary lending structure., Secondary
lenders will contribute directly to a manpower development fund to
support on-going management and personnel development and expansion

needs,

Funding to defray the cost of credit program administration at the
primary level will be generated by a service fee paid by secondary
lending institutions according to their utilization of lLoan Fund
resources. Seocondary lending institutions are expescted to cover
all program sdministrative costs from income generated by lending

and savings activity,

4. Revorting Procedures

Secondary lending institutions participating under the progran shall

be required to submit a crodit and savings program status roport
(togothor with supplemental operational information as may be requested
by the BFD) to the BFD on a monthly tasis. The BFD will in tumn propare
on a quarterly besis a Citanduy Credit Program status report highlighting
Progran progress, accomplia}mlent.s. prc;blema and current end future
progren acitivity. A copy of this report shall be provided to the
following offices: a) Governor; b) BAPPEDA Tingkat I3 o) P3RPDAS=Ciamisg,

d) Department of Home Affairs; and e) USAID,
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Be TECRNICAL PLAN
1. Institutional lending Structure Overview

a) West Java

The primary lending institution under the Citanduy Credit

Program for West Java is the Bank Pexbangunan Daerah Jawa Barat

which was established in 1961, The BFD in West Java has the
widest geographic program coverage of any province with
nineteen (19) branch banks and one (1) central office servicing
the twenty (20) kabupaten within the province. A organiza-
tional structure of the West Java BFD is presented in Chart &4,
For calendar year 1982 the BPD had a combined credit volume of
nearly Rp 30 billion, assets of Rp 5% billion and earnings of
Rp 750 millien,

In 1966 the Bank Pembanguncn Daerah Jawa Barat began organising

ome of the first rural banking structures within the country,
known as Bank Karya Produksi Desa (BKPD)e In 1970 the central

government stopped the establishment of BXPD (a total of 217
had been organized between 1966 and 1970) due presumably to
the foar that the proliferation of rural banks was outpacing
the governnment's ability to formlate benking law which was
adequate to regulate rural banking activitlies. Three years
later, in1973 , the supervision of the BEFD was rexnoved from
the BPD and placed undor the Badan Pembina BKPD[LPX. Later in
1977 supervision for BKPD was again changed, this time given
to the Bank Rakyat Indonesia (BRI), who still supervises the

program, Following the 1973 decision lembaga Perkreditan Keca-

matan (LPX), or non-bank rural lending institutions, were

allowed to be organized in areas of the province where no BKPD
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existed, As of June 1982 a total of 103 LPK had been organized .

in West Java. The Badan Pembina BKPD/LPK supervised the LPK
structure until 1981 at which time all supervisional responsie

bilities were given to the Bank Pembangunan Daerah Jawa Barat.

Within the four kabupzten of West Java participating in Project
Citanduy II implementation only BKPD are found., Some seventye
eight (78) kecamatan-level BKFD exist in these areas repree
sonting about thirty-six percent (36£) of the total number

of BEFD within the province. BKFD as a rural banking system
has not prospered in recent years due in part to the fact

that it i1s dependent upon the BRI for funding. The BRI which
also supports its own rural lending network, known as BRI Unit
Dosa, often has little time, capital and manpower rescurces

to devote to BXFD program oxpansion. In this regard the
Citanduy Credit Program propos'es that all supervisory and
edministrative responsibilities for BXFD in the project supported
kabupaten of Tasikmalaya, Ciamis, Majalengka and Kuningan be

returmed to the Bank Penbanpgunan Dacrah Jawa Barat,

26 Prograa Inputs

This section will preseat a technical déacription of program inputs,
A quantitative statomeat of capital requirements 1s presented in
Soction C, Financisl Plan, In order to achieve the crodit program's
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two-fold purpose of strengthening the rural credit structure and
providing financial services to project beneficiaries through that
structure, the discussion of program inputs is broadly categoriged
into two groups, institutional development and lending,

a) Institutional Development

Substantial program rescurces will be designated for lending
system development, These resources will be channelled
through an Institutional Development Fund (IDF) and utilised
for the following purposes:

1) Manvower Development

The Citanduy Credit Program will provide for the establishment
of an orientation and development unit within the BPD which
will have the capacity to perform recruitment and in-service
training for bank personnel at both the primary (BFD) and
secondary (BKPD/BKK) levels of the lending structure. This
unit once established will be responsible for conducting such
training throughout the life of the project. Additionally,
this unit will be responsible for initiating a clientele
developrment (borrower education) program for prospective
project beneficiaries, The 0 & D unit will further serve as
a regource for educating government workers (project imple-
mentors, PPMs, FPls, eto.) as to their respective roles in
the mplema;lt,ntion, of the Citanduy Credit Program.

In addition to the establishment of an 0 & D unit and the

95
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coanduct of .pertinent training, the credit program will
further provide a short-term subsidy to assist in the cost
of management at the secondary BXKFD sand BKK levels, This
assistance, to be managed by the BFD, will be provided
t.iu'ough a special Manpower Desvelopment Fund (MDF) and is
desimed to assist weak secondary institutions during the
initial years of their program participation until technical
knowhow and 4increased business volume translate into improved
profitablility sufficient enough to cover management costs,
The Manpower Development Fund (ses Table 2). will prorate the
cost of management with the participating secondary lmding
institution over a four-year period with the secondary insti-
tution absorbing all management costs beginning the fifth

yaar of program participation,

2) Bouipment

The Citanduy Credit Program will provide for the procurement

of modest amounts -~ basic equipment essential to the performe
ance of a sound, adequately supsrvised and fiscally well

nenaged lending system. Equipment will be provided cn an

as needcd basis end will supplement useable equipmmt presently
existing within the primary and secondary levels of the lending
structure, At the BKFD end BKK level it is anticipated that
supplemental office equipment and vehicular support (motorcy&lea)
will be required. The BFD will also require limited vehicular
support at the branch and central level togsther with limited



TABLE 2

MULTI-YEAR SCHEDULE FOR PRORATING MANAGEMENT COSTS
BETWEEN MANPOWER DEVELOPMENT FUND AND BKPD/BKK

(Expressed as a percentage of management costs)

YEAR MDF BKPD/BKK TOTAL MGMT, GOSTS
1 100 + 0 - | 100
II 75 + 25 = 100
111 50 + 50 - 100
v 25 + 75 = 100
v 0 . 100 - 100

Notes Average annual MDF support equals sixty-two and one-half percent (62.5%)
of managment costs Years I through IV,

«0f =

Lk
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office equipment to be used in support of program monitoring
and evaluation, MIS, accounting and orientation and development
(training) needs. Additionally, a radio communication (SSB)
system will be established between the BFD central and branch

offices within project areas.

3) Facilities Improvement

Lirited program resources will be provided for the purpose of
facilities improvement principally at the BEFD and BKK level.
Again, this assistance will be provided on an as needed basis

and will be utilized to bring the condition of the secondary
lending institutions up to minimum working and security standarde.
Mditionally, this assistance wi]i be utilized in order to

expand financial services into new areas utilizing village

financisl posts, or pos-pos desa,

In addition to the types of institutional development assistance
described above, the credit program will also receive techpical
assistance provided by USAID in the form of one long-term rural
credit advisor to assist in progran design and implementation.
This advisor provided through the Department of Home Affairs
support to Project Citenduy ITI shall work closely with the
credit program's two primary teclnical management and lending

institutions, the Bank Pembangunan Daerch Jawa Barat and the

Benk Pembanrunan Daerah Jawa Tengah, Depending on the availa

ability of funding, other short-term technical assistance may

be provided during the 1ife of the Citanduy Credit Progrem to
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assist in the development of: (a) a management information
system; (b) a uniform accounting system; and/or (¢) an
orientation and develomment unit with corresponding training
syllabi.

b) Llending

The Citanduy Credit Frogram will provide substantial rescurces
to support rural lending. Expanded rural lending activity will
be made possible by channelling program resources through three
special funds, a Loan Fund (IF),an Bquity Fund (EF) and a
Guarantee Fund (GF), the nature of which are described belows

1) Rursl Lending

The Citanduy Credit Program will provide direct capital assist-
ance to meet rural oredit demand within the geo=political
parameters of Project Citanduy II. The program will provide
2 diversified portfolio of small-scale multi-sector financing
for project beneficlaries under carefully controlled and
supervised conditions., Agricultural lending will be the
predominant form of finance extended through he desa-level
lending system. This will be characterized by the integratsd
agricultural production financing of provem' agricultural
commodities in upland model farm expansion areas as ident-
Afied under Project Citanduy II implementation strategy.

Proven apgricultural commodities refer to those agricultural activities
which have been deter:iined, through applied research as woll as other
forms of acceptable analytical mocasure, to hold sipnificant agronomlc,
econoric and social potential for identified project oxpansion areas,
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In addition to production financing, resources will be provided
to support lending for small-scale trading and agricultural
marketing activities as well as both agriculturally related

and none-agriculturally related small-scale enterprises and
cottage industries which hold potmntial for inoreasing income

and employment opportunities for project beneficiaries.

In order to address the credit demand at the desa (village)-
level and minimize credit transaction costs to borrowers,

secondary lenders will operate a systeam of village finaicial
posts (ms-ms desa). Additionally, where feasible, the use

of borrower groups , or kelompok nasabah, to assist in loan

processing, supervision and collection will be encouraged.

2) Bquity Growth
In order to allow for the planned significant expansion of
lending activity through the sixty-nine (69) secondary la;mding
institutions participating under the Citanduy Credit Program
a sustained progran of BXFD and BXK equity growth must occur,
/mximm
Under the Citanduy Credit Program a debt-to-equity ratio of
5¢0:1.0 will be cbserved for all participating secondary
lending institutions ( as of June 1982 BXFD in Vest Java
showed an average debt/equity ratio of 2.9:1.0 while BXK in
Central Java as of July 1982 showed a debt/equity ratio of

00931 oo).

The credit program will provide direct capital assistance
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through a BPD-managed BEquity Fund (EF) for the purpose of
supplementing existing capital in secondary institutions

in order that lending volumes may expand quickly enough to
keep pace with projected project credit demand needs. All
equity investments made through the muity Fund to secondary
lenders shall be on an as needed case~to-case basis with

the lending institutions sharing in any required equity
expansion at a ratio of 131 with the Bquity Fund, Bquity ine
vestments originating from the program-supported Bjuity Fund
shall be made in the form of perferred capital investment

and shall be retired over a fixed term (ten to fifteen years)
and replaced by secondary institution-owned equity. Retired
equity investments shall cycle back into the Bjuity Fund for

reuse,
3) Lloan Guarsntee

Due in part to te high risk nature of small-scale agricultural
lending, limited managerial experience, and uncertainties
resulting from the experimental nature of Project Citanduy Il's
credit activities, 1t will be necessary to guarantee the
survivebility of the lending system during the formative years,
While it is important to provide desa-level financial services
and moet local credit demand it is equally important for BKFD
and BXK to protect their finencial integrity as lending
institutions. In an effort to assist in this process the

Citenduy Credit Frogram will provide seed capital for the

S/
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ereation of a special Guarantee Fund (GF) which will prorate
risk and losses with program participating BKPD and BKK on

a percentage ratio of 851158, Additionally, secondary

lending institutions will be required to deposit three percent
(38) of the total amount of sach operating capital draw down
fraa the BFD-managed Loan Fund in the program Guarantee Fund.
These deposits shall continue until the particular secondary
londer has acerued an unimpaired investment in the Guarantee
Fwid of ten percent (104) of the maximum ocutstanding Loan Fund
draw down for eny particular period. Whenever this investe
ment is reduced below the ten percent {10%4) of loan Fundesource
operating capital, due to losses charged against the Guarantee
Fund or because of expanded volume of operating capital

draw downs from the loan Fund, the guarantee retentiaon program
would be resumed and would continue until the proper level

is again reached, As BKFD and EKI investment in the Guarantee
Fund increases over time the original program provided Guarantee
Fund seed capital can bs retired and recycled into lending
through the Loan Fund.

In addition to the BKPD and BKK investments in the Guarentee

Fund borrowers too will be asked to participate directly in

loan guarantoe., Bach borrower .will be required to invest an
amount equivalent to two percent (24) of ecch loen into a separate
interest boaring (interest accruing to borrower) guarsntee
account to be managed by the secondary lender. In the case

of loan default, borrower investments in loan guarantee would
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be the secondary lending institution’s first line of insurance
for loan repayment. If such investments were inadequate to
cover all af the loss incurred then, as & secondary measure,

the Guarantee Fund would be called upm to prorate the remaining

loes.

It is expected that the timely, well-mamnaged spplication of program
inputs described in the preceding section, together with an appropriste
monitoring system to insure the same, will result in the following

Reasurable end-of-prograx ocutputss

a) 4 vertically integrated rural lending structure operating
profitably and providing financial services in all project
expansion areas as well as 4in at least seventy percent (70%)
of the geographic srea of the five projecteparticipating

kabupatens

b) Real net gain in on and off-farm income and employment genere
ation resulting from the presence of the rural lending systemg

¢) in average equity growth of ane inmdred percent (100%) 4n
rural lending institutions participating in program implemen-
tationg

d) 4 network of rural lending institutions providing a broad=
range of credit services, previously not available through
institutionsl sources, to meet the credit demand of project
beneficiariesy

S3
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e) A strang rural savings program, demonstrating accelerating
growth, which revards depositors with a fair market retum
an investment}

f) in institutionalized training capacity existing within the
Bank Panbn.ngunm Daerah meeting an-going human resource

development needs; and

g) The existence of an effective system for managing information
operating within the vertically integrated banking structure,

&, Isplementation Strategy

8) Llendine System Rules and Regulations

The leding system rules and regulations are the internal
banking policies governing the overall operation of the .
lending system, h two primsry lending institutions, the
Bank Peabanpman Daerah Jawa Barat and the Bank Peabangpunan

Daerah Jaswa Tengah, representing two different provinces will

be involved in the tecnical management of program imple-
mentation, it will be necessary to develop separate lending
rules and regulatims for West Java and Central Java, While
it 1s expscted that rules and regulations governing Citanduy
lending will be quite similar between the two provinces,
varlations in specific policies are anticipated, Additionally,
each set of rules and rognintims xust be approved by the
governing board of each BFD prior to initlating lending
activity.
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TABIX 3

OUTLINE FOR TEE PREPARATION OF RULES AND
REGULATIONS GOVERADIG CITANDCY IX LENDING

SECTIN
1, Preliminary Statement

2. Definition of Terms
3. General Credit Policies
&4, Types of Financing
5. Mthorized Lenders
6. Kligible Borrowers
7+ Credit Requirements
8. Mmount of Loan
9. loan Periods
10, Collateral Security
11, Interest Rates
12, Loan Repsyment Schedule
13. Lending Procedures
14, Procedures Regulating Use of loan Fund
15. Procedures Regulating Use of Bjuity Fund
16. Procedures Regulating Use of Guarantee Fund
17. Use of Funds Borrowed: Diversion
18, Loan Monitoring and Servicing
19. Default: Foreclosure
20, smendaemts
21, Effectivity
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Although a number of the basi: lending policies governing
Citanduy lending are discvased in other sections of this
irmplenentation plen, the miumtatim Plan in itself 1
not a suitable format for a comprehensive discussion of
detailed lending rules and regulstions. Within thirty (30)
days of the acceptance of this implexentation plan detailed
rules and regulations governing Citanduy II lending skall be
prepared by the BFD West Java and the BFD Central Java and -
coples forwarded to the Department of Home Affairs, USAID
and other pertinent participating agencies, in outline of a
proposed format for the preparation of lending systex rules
and regulations is presented in Table 3.

b) Lending Procedures

Specific lending procedures must be developed prior to the
initiation of any lending activity. Detailed lending procedures
will be incorporated within or amnexed to the lending system
rules and reguhticm.‘ Program lending procedures will present
pertinent proce’ures governing loan application, approval,
release, supervision and collection. The responsitlity for

the preparation and revision of program lending procedures

shall rest with the Bank Pexbanmunan Daerah Jawa Barat and
the Bank Pembangpunan Daerah Jawa Tengah, .

¢) Institutional Participation

Table 4 presents a schedule for anual participation of BKFD



TABLE 4
BKPD ANNUA TICIPATION:

DMPLEMEXTATION

BUDGET KPD JAVA
3 !w !m “dllcu.o M . l‘ ° j‘b.
# BKFD CIAMIS TASIKMALATA| MAJALENGKA| EKUNINGAN
I 81/82 s/s Cipaku Ciavd
82/83 Kawald
Panawangan
Ranosah
I 83/84 15/20 Pamarican |[Manonjaya [Cikljing Keadugede
Rajadesa - |[Pagerageung|Talaga Subang
Cisaga Indihiang Ciniru
Panjalu Cineam Selajambe
Rajapolah
I 8i4/85 20/40 Cimaragas {Cibeureum |Argapura Cilimus
Panumbangan |[Cisayeng Pantarujeg ]Jalaksana
Cihaurbeutl [Sukaraja Majs Kuningan
Banjar Salopa Sukahaji
Kalipucang |[Cigelontang|Rajagaluh
Cikeneng Tasilmalaya
kota
v 8s5/86 20/60 Banjarsarl [Cikatomas |Dawuen Iarapmg
Padaherang [Salswu Jatiwangl |[Garavangl
Lakbok Leuwisari |LesuwimundingjCidahu
Pataruman |Kerang- Kadipaten
Cljeungjing| nunggal
CianisUtars [Cikalong
Ciamis Sel.|Cibalong
TOTAL 60/60 21 18 11 10

2S5



RAP 1
LOCATION. OF YEAR I PARTICIPATING. BKPD

CITANDUY RIVER BASIN

WEST JAVA

:./ \ %\\ . ¢ CINTRAL Java

\ .8
x’r& “\ \ c“-u

freigation Construction

@ CITANDLY |
o CitANDUY W0

l:'.,‘-“u'

J—':" - :

o"".
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TABLE §

PINANCIAL CONDITION: PROFILE OF YEAR 1 PARTICIPATING. BKPD
Expressed in Rupiah Million

BKPD TOTAL TOTAL TOTAL DEBT/EQUITY: LOANS GROSS OPERATING NET
EQUITY. DEBT ASSETS RATIO OUTSTANDING INCOME EXPENSES INCOME

BKPD (as of Nov.82)

1. Cipakn 2.73 5.68 8.41 2.111,0 5.94 2,22 2,22- .00
2. Kawali 2.85 4,13 6.98 1.4s1,0 5.87 2.40 2.35 «05
3. Panawangan 2.69 7.41 10,10 2.8:1.0 8.96 3.4 3.12 32
4. Rancah V4 2.64 4,56 7.20 1.711,0 5.62 NA NA «05
5. Ciawi s P X - SR 0L S © Y - S Py 1§ WY ¢ S - 7 - S 7% ¥ S 7% U SRS 5 1

TOTAL 14,09 29,72 43.81 - 35.37 - - .65

AVERAGE 2.82 5.94 8.76 2,1¢1,0 7.01 2.61 2.46 . ° .15

. = as of February 1983
A = figures not available
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in program implementation. Map 1 depicts the location

of those BKFD participating in Year I program implementatien,
Table 5 provides a profile of the preaen't. financial conditien
of Year I participating BKFD,

5. Credit Program Implementation Timetable

Table 6 presents a timetable for Year I oredit program implementatien
asctivity.

6o
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TABLE: 6
CITANDUY CREDIT PROGRAM YEAR I IMPLEMENTATION TIMETABLE

LT DITTIATE COMPLETE (M-GODNG
1, Identificatian of primary lending institution Oct 82
2. Identification of secondary lending institutions Dec 82
3+ Develommert of program impleaentation plan Dec 82 Mar &
4, Identification of target lending aress for Year I Jan 83 Feb 83
5. Deterxine rescurce requirements for Year I Fed 83 8
activities
6. Canduct baseline data gathering phase Mar 83 83
7. General assesgment of institutional strengths Mar 83 8)
and weaknesses, primary and secandary levels
8. Develop rules and regulations governing lending Feb 83 8
9. Conduct prorrax orientation for primary and Apr 83 83
secondaryelevel lending institution personnel
10, Develop internatimal training proposal Ny 83

11, Development and introduction of unifere ascounting May 83
syster for gsecondary level lending institutions

12, Develop detailed lending guidelines and procedures Apr 83
for specific lending programs to be nitiuted
during Year I lending activities

£E§ X 5§ 9% §E ¥
23 a as

13, Devise mmitoring and evaluatiam (ME) program Jun B3
for all lending activities
14, Development and introduction of lending insti- Jul 83
tution classification systex at secondary level
15, Initiate pilot lending activities Jul 83 X
16, ictivate program auditing procedures | Jul 83 X
17. Devise psrsannsl recrultment and development Jul 83 g 83
prograx
18, Initiate persannel development prograa at primary iMug 83 b ¢

and secondary levels within institutional
lending structure
19. Based on results from M & E program, modify Sep 83 X
and/or refine lending policies and procedures
where necessary

20, Begin planing for Year II lending program Oct 83  Dec 83
expansian

21, Conduct formal evaluation of Year I lending Dec 83 Jan B4
activities

22, Based upon evaluation, reassess program plans, Jan 84 Feb 84

objectives, policies and procedures. Modify

where necessary :
23, Cantinue personnel development program ) 4
24, Initiate Year II lending activities Mar B4 X
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FINANCTAL PLAN

The following finsncial plan is presented in two parts, Tho first
part deals with the program budget while the second part presents
relevant financial information on West Java rural lending insti.

tutions,.

The attached Tables 7«9 present detailed program budgeting for

West Java, Allowances have been made for contingency and inflation
factors, Inflationary rates have been computed at an annual rate ef
ten percent (10%).

Tables 10-13 present recent datsa en the financial condition of BXFD

in West Java,



TABLE 7

CITANDUY CREDIT PROGRAM BUDGET_ FOR_WEST JAVA

Expressed in Rupiah Mlllion

IMPLEMENTATION/ LOAN FUND GUARANTEE FUND EQUITY. FUND INSTITUTIONAL GRAND TOTAL

BUDGET YEAR DEVEL,. FUND

60% 7% % 28% 100%
1 FY 81/82 66.92 7.81 5.58 31.23 111;54

& FY 82/83

II  FY 83/84 265.78 © 31,01 2215 124,02 442,96
III  PY 84/85 478,32 55,80 39.86 223,22 797.20
1v FY 85/86 638,69 74.51 53.22 298,06 1,064,48
TOTAL 1,459,71 169.13 120.81 676.53 2,416,18

€9



TABLE 8

DETAILED_ LOAN FUND BUDGET FOR WEST JAVA
Expressed in Ruplah Milllon

IMPLEMENTATION BUDGET REDIT" SECTO TOTAL
YEAR YEAR INDUSTRY:
50% 25% 25% 100%
& FY 82/83
11 FY 83/84 132,90 66,44 66.44 265.78
111 FY 84/85 239.16 119.58 119.58 478,32
1v FY 85/86 319,35 159.67 159.67 638,69
TOTAL 724,87 362,42 362,42 1,449.71

.'Aﬁ-
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TABLE 9

DETAILED INSTITUTIONAL DEVELOPMENT FUND BUDGET FOR. WEST JAVA

-eq-



TABLE 10

BKPD CAPITALIZATION IN TARGET %ABUPAEEN
as of 31 December

KABUPATEN t TOTAL # BKPD s CAPITALIZATION 1 TOTAL sAVERAGE
CLASSIFICATION CAPITALIZATION CAPITALIZATION
I-III IV-V VI-VII (cgp%tal+ro orves) er BKP
(] s ] rupiah? frupia
1. TASIKMALAYA i 23 s O 11 12 1 139.481,.788 s 6.,064.426
2. CIAMIS 1 26 s O 1 25 1 B1.131.273 1 3.120.434
3. MAJALENGKA 17 s O 11 ¢+ 50.661.218 t 2.980,072
4, KUNINGAN® ' 12 1 2 0 1 6.,180.893 ’ 515.074
"TOTAL ] 78 1 2 23 48 1 277.455.172 1 3.557.118
TOTAL W.JAVA,s 208 1 19 93 o1 664,026,852 st 3.192.437
PERCENT 37.5 s 10.5 24.7 52.8 41.8 111.4
® Pive BKPD in Kab. Kuningan do not gsmnzum.s.u_mmnm
have capltal J-11I 1e:= than Rg § Rp. 2.500.000
PV BSEethanPrp’ ’588.000.”‘ TP e

-6" -
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PROVINCIAL INCOME/LOSS STATENMENT FOR BKPD
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TABLE 11

DAFTAR RENGHASILAN DAN BIAYA
B4FD PROPINGI DT.I JAWA BNIAT

FER. 30 JUNT 1982,

67

=z . = S
| kwmeamr | pgwsIN |, BIAYA | mer | LADA
T 1 Ro- 1 Fbe T Re. 1 .

1.1 Bendung ! ! ! i

2.1 Subang 1 57.411,890,85 1 47,554,379,91 | = 1 9,857,510,%

3¢0 Purwekarta | 4,554,265,00 |  4.488.402,00 | = ! 105.843,00
4,1 Sumedeng | 26.424.B54,63 | 23.596.738,00 | = | 2.828,116,63
s, Gerut | 25L43.,383,66 | 19.227.08500 | = I 9,216.293,46
6.1 *Tagtkmelays 1| 77.231.534,55 1| 45.537,102,06 1| = I 31.694.432,49
7.1 *Ctamis | 46,037,313,32 1 41.191.304,35 | = ! 4,B846,008,97
8,0 Indremeyu ! 44,022,547,02 1 37.013.487,410 | = I 7.009,459,61
9! Sukebuml | 17.514.528,55 1| 15.636,765,42 ! - 1 1,877,763,13

10,1 HKereueng | 88.139,335,49 | 75.168.620,96 | = 1 12,970,714,53

11 .1 *Kuringan 1 10.053,482,32 |  8.563.544,00 | = 1 1.489.938,32

12,% Circhon I 04.,669,558,10 1  0,312,574,50 1 - [ 356,983,60

131 *Majelengka ! 12.021.018,03 | S,438,569,33 | - 1 2,582,48,70

JUMLAH | L16.564.096,32 | 331.728,582,% | = | B4.B35.513,38
Bendung, Oktober 1982,

#* Kabupaten participating in
Citanduy Credit Program, W, Jag&om,

SOURCE:s Badan Fembina BKPD/LPK
Fropinsi Daerah Tk, I
Jawa Barat

PEMIINA BKPO/LPY PROF. DT.I JABAR
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TABLE 12

SHERT

R _BKP!

GABUNGAN NERAGA BKPD PROPINSI OT.I JAUa BAHAT

PER. 30 J U NI 1902,
DELLT R - mmeERasCaREECEsTeeEsESESamesmeeRaEERETSES KREDQITS
1 K B B ececssesecseses Rpe  17B.740.671,56 7%« M 0 d 0 1 vecececcscoscccccssccsaces Rpe 536,757,754, 52
2. BANHK cessscancesens Rpa 90,254, 104,02 2. Codengon Modnl cececcceccccscsscncancecse Rpe 177.280.820,33
3. Deb i tur eeeceens RPpe 1.971.815,719,40 ' 3. Simpeannn: - Pemerintah ceeeceees Rpe  144.5904.601,37
e G E@AdUNGQ ecessveses RPe  75.585.652,86 - MnByorakat eeeceeeee Ape  396.269.531,19
5, Inventearis..fRp. 129.817.734,07 « Lain-18in ccecsceees Rpe 176.906.737,96
6. Rup ~HuUupn eeoo RPe  239.470.995,55 be DEPOBYL Lo ecescccscancecsasccscacs RPe  247.042.666,60
2. 54 P AN JAMAN camvaccscsscssascscecees Ape  802.860.032,31)
G RUPB«RUD B cpeveccscccesscncccess RpPe 139.137.219,A1
7. Snldo lobo tohun BRLINlON eeeeeeesseeass Ape 84,835,513, 30

Ju MLAH ...."Rp. 2.685.58'..677.“6

' SOURCEs Badan, Pembina BKPD/LPK
Propinsi Daerah Tk. I
Jaws Barat

8B8endung,

JUMLAH ceence

S.t. & 0.

Sekretaris,

LLDH)—_ L~

Rpe 2-685.684.877,4G

Oktober 1982.

B PD/LPK PROP. DT, 1 JAWA BHRAT

.
2
'
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TABLE 13

SECTORAL. CREDIT VOLUME OF BKPD IN WEST JAVA
(as of 30 June 1982)

" e® et GD @D OB ‘v ws B o8 B e "=

ey | I L BTN : Iouster ! PEMISARAN. ] JUML o H L
¢ fine Orang Rp. Org. fp. Orang fpe Orong
Bondung ! 1 ! ! ] | ] ! 1
Suhang 1 11 1 71.535,00,- 1 598 1 5.210.000,- | 28§ 267.764.000,- | 2,990 1  344,529,000,- | 3.606
Purumkarta 1 4 i q.8s5.noo0 8 26 1 4.9u0.000,-! 190 20.878.540,-1 4911  24,673.540,-1 536
Sumdeng 1 W 1 72.500,000,- 1 771 1 1.615.000,- 1 311  B82,698.500,- | 1.606 |  156.813.500,~ | 2,408
Gorut | 15 | 59.960.750,- | 482 1 6.212.400,- 1 331  471.931.000,- | 3.089 1  238,107.150,- | 4,406
® Tasikmelaya | 23 | 126.207.000,- | 996 | 66.065.000,~ ! 421 | 216.852,000,~ 1 3,132 |  407.204.000,= ! L.549
* Clamis 1 26 1| 22.190.000,- | 2701 - I = 1 230.16,500,- 1 5.059 | 252,334,50C,- | 6.129
Indramevy 1 16 1 - 1 - 1 - I = 1 223.064.550,~ 1 S.454 |  223.064.550,~ | 5,45k
Sukatud 1 G 1 22.390.60C,- 1 336 | 16.860,500,= § 176 | 46.4H6.250,= | 1,626 | H3.703.150,- | 1.936
Karewong . 1 6 1 66.305.000,- | 511 1 18.070.000,= 1 2931  490.173.500,- | 12.047 | 574,548,500, ! 12.051
Kumingan 1 13 1 13.807.750,~ 1 S26 | 707,500,9 1 121 72,672,100, § 3.502 |  B87.227.350,- 1 4.118
Circhon 1 0 1 515000,-1 01 - I = | 26,659.500,= 1| 1.235 1  27.170.500,~ | 1.255
Majolengka | 17 1| GA32.000,- 1 83 I 300.000,- | 21 74,648.000,- ! 5,363 1|  B83,430.000,- | 5,448
LW |13 | LGRIES.O0, | Gu617 | 116.993.400,~ (1.0M3] 1.923.950,000,~ | 47,064 | 2.502.R09. 70, | 52.5% |

Kabupaten participating in Citanduy Credit Program,

West Java

SOURCEs

Jawa Barat

Badan Pembina BKPD/LPK
Propinsl Dsarah Tk. I

Bandung,
MEOAPK PROPIFSI OT. I JWM BARAT

O tober 1982,

mwria, ,

’Vl'du

N ;—"'
{ Udim Kerta Pruuita ).

b2



D.

-53.

TRAINING PLAN

The following represents an initial attempt to define the parameters
of training for the rural credit compment of the Citanduy II project.

1. Training Oblectives

The basic objectives for a credit training compment are:

a) To instituticnalise a trainineg capacity to meet initial
and ongoing orientation and development needs of human
resources within the scope of the Citanduy II rural lending
envirmnent$

b) To accurately identify snd to subsequently satisfactorily
address said initial snd omgoing orientatian and develoment
needs; and

e¢) To develop a training approach which is replicable and
applicable to other lending enyiromments within Indonesia.

-2+ ZIraining Methodologies

Although training methodclogies for specific training objectives will
vary according to need, a general methodology which incorporates a
blend of both cognitive and affective development with emphasis wpon
independent and, at times, sxperiential learning will be employed,

To this end, specific training objectives should be behavioral in
nature with correspanding uthodolc;giea tailored to fit each need,

70



3. Training Resources

It s difficult to estimate meaningful capital and physical resource
requirements for a training program prior to the development of a
training syllabus which addresses orientation and development needs
for credit in & comprehensive and detailed manner. However, human
resources can be readily identified from a number of sources. As
the Departaent of Home Affairs will plsy a key role in monitoring
the credit delivery system for the Citanduy II project, it can be
acsumed that personnel as well as capital resources will be drawm
frem this xinistry in support of both training design and impleaents-
tion activities, It i1s hoped that BAPPEDA personnel will also
participate directly in this process. To the extent that field
extenasion workers will be involved with rural lending activities,
personnel as well as limited capital resources can also be expected
from the Departaent of Agriculture. It i3 anticipated that the most
substantial contribution of human rescurces to the training effort
for credit under Citanduy IT will come directly from the Banidng Sector,
which will itself serve as primary lender under the program., Additienally,
credit systex clientele will also be expected to participate directly
in their own learning process, External technical essistance on
both a long and short-term basis may also be provided to assist in
the planning and conduct of training curricula,

4, Training and Development Needs for a Citanduy Rural Lending Systes =

L Overviewz

The establishment of a rural lending system to service the rural credit
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needs of project beneficiaries under Citanduy II should be viewed from
8 long-range development perspective. As such, of paramount importe
mnce to the program is the establishment of institutional capacity

to recruit, train end provide ongoing development for the persannel
who wlll be required at all levels within the system during the coming
'yurs. This institutional capacity should closely align itself to
national rural lending development objectives and coordinate its
training prograia with those of other organirzations working toward
parallel objectives, The Citanduy rural lending system must work in
harmony with natimal development strategles, It cannot afford to
develop in isolation,

in effective credit training program should focus on the develoment
needs of four specific groups, namely: bank management, primary (central)
and secondary (field) level; bank staff, primary and secandary levels
clientele {small-scale farmers and entreprenuers); snd government
workers, Iraining curricula must be developed for each of these

groupe which outline a thorough understanding of responsiblities,
functions and operations associated with credit program performance.
Specialired training for example will be required for credit officers
(field tecimicians) of local lending intermediaries in order to equip
thea with the knowledge, skills and experience necessary to sffectively
administer the complexities of supervised lending operations. BEduca-
tional materials should be prepared for dissemination to clients

which cover such topics as finmcial plamning, credit and its utilisatien,
savings, wise borrowing snd loan repsyment., Bmphasis must be given te
developing nmgorhi and technical skills within secondary and primary

72



.56 -

lending institutions as well as to defining govemment's roles and
responsibilities in rural lending programs. #nd, appropriate training
curricula should address these areas. Additionally, intermatiomal
training should be incorporated into a personnel develomment program
for key government and bank officials who will be given responaibility
for cantrally sdwinistering the rural lending program, Under the
Citanduy Credit Program four (&) short-term training positiens will
be provided (two (2) for West Java and two (2) for Central Java) for

»id and upper=management persannel of the Bank Pembangunan Daerah

Jaws Barat and Jawa Tengah, This training will focus en an intensive
study of rural lending programs 4n the Philiprines, Korea and the
United States, A detailed overseas training proposal shall be

prepared by June 1983,

5. Orientation and Develomment Preliminary Draft Outline for Rural
Lending Under Citanduy I1

See Table .14,
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ORTENTATION AND DEVELOPMFNT PRELIMIN ARY DRAFT OUTLINE
FOR_RURAL LENDING UNDER CITAMDUY IT-

PROGRAIS TRAINEES

{. Bank Management Development Prorram
a) Basic Course Bank manapers and
asst. manapers,
central & local level

b) Mdvanced Course Bank managars and
asst. manapers,
central & local level

c¢) Refresher Course Senior bank mgmt,
staff

SUBJECTS

Government poliey
Contral banking repulations
Countryside banking
Setting objectives
Flannine & budpoting
Deciston making
Manaping information
Accounting & audiiing
Lepnl asprcts of rural
lending
Rediscounting policles &
procodures
Suparvised lending,
policios & procadures

- Personnel development

Clientele devalopment
Capital mobilization & Mgmt,
Performance evaluation
Improved supervised lending
Fraud detection

Automation applications
Bank marketing

Related banking services

Tailored to meet specific
training needs of participants

TABLE 14
Page T or 3

PURPOSES

To provide bank management
with basic knowledge on
rural lending

To introduce trainees to

manapement principles pertaining

to rural lending

To teach trainees the role

of rural credit in development

To ntrengthen management skills

1nkrder to improve business
operations, performance anc
services to clientele

To further refine managerial
skills

To exchange ideas and share
experiences

*
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2.

3.

0 & D PRELIMINARY DRAFT OUTLINE =~ Continued

PROGRAMS TRAINEFS SUBJ ECTS
Bank Staff Development Prorram
Basic, Mvanced & Refrashnr Courses
' Professional bank = Tailored to trainee’s area
staff, central & of responsibility, including
local lavel such subjects ass
1.0.3 = Credit Administration

Senlor & asst.

loan officer
Credit officer
Fiscal officer
Cashier
Acounting staff
Examinears
Auditors

Clientele Development Propram

Prosent borrowers, -
Potential borrowers

1.e.8

Farmer leaders, Contact.
Tani & Kelompok Tani, «
small-scale farmers, -
1ivastock raisers,

fisherman & entre- -

nminrs

Rural lending policiles &
procedures

Farm plan & budpet preparation

Field loan supervision

Arcounting systems:

Loan parformance evaluation

Clinntele reolations

Staff relations

Bank objectives

Sacurity

Lending criteria

Role of credit & savings
in development

Staff roles, functions and
responsibilities

Etce.

What is the purpose of the

local bank & how does it

serve its clientole

What is eradit

Hlow should credit be used

Duties and responsibilities
of the borrover

Importance of loan repayment

TABLE 14
Fage 2 of 3

PURPOSES

To provide participants with

& basic understanding of their

respective Jobs and how each
Job relatss to the work of
others and supports the
overall operation of the bank
as a whole

To pgive each participant
practical training and
experience in his or her
respective skill area

To expo=e hank staff to new
and/or improved procedures/

¢
\n
[<-

L]

programs for servicing clientele

To increase work effieciency,

provide a forum for constructive

fendback, and improve staff as

well as staff/client inter-
personal relations

To provide a program for ongoing

staff orientation & development

To craate and promote credit
awarenass and understanding
in rural areas

To provide prospective borrowers
with accurate info & answers to
thelir questions concerning the
use of institutional credit in

rural areas

b



PROGRAMS

Clientels Dev. Continued

O & D PRELIMINARY DRAFT QUTLDNE - Continued

TRAINEES

4, Orientation and Development

for Government Workers

Manarement, mid-
memt,, & fi0ld level
govarnment workers
participating in
Citanduy II imple-
mentation

SURJECTS

= Savinpa and what they moan
to the individual and to
the community

- Suprrvised lending procedures

= Roln of the borrower in
loan supervision

= Smallescala farm and enter-
prise manapgement

= Inteprated financine

« Principles and practices
of various types of pro-
duction(tailored to tvpe
of activity to be financed
by bank)

= The role of governnient in
rural erndit (general)

« The goals and ohirctives of
tha rural credit component
of Citanduy II

= Government's credit role under
Citandnuy II (specific arency
roles and responsibilities)

« The role of the Banking Sector
in providing credit under
Citanduy II

« Rural oredit implemontation
policies, puidelinas and
procedures under Citanduy II

TABLE 14
Fage 3 of 3

PURPCSES

To enhance loan supervision,
reduce bank overhead, and
improve loan recovery by
educating the borrower and
involving him directly in the
process of his own development

To promote savings and capital
growth in rural areas as tools
for development

To provide participants with
a clear understanding of the
goals, purposes and procedures
of the Citanduy II rural
credit component

To differentiate the roles,
functions and responsibilities
of the Government and the
Banking Sector in credit
component implementation

To enhance overall project
implementation by promoting
complementation and reducing
duplication of function.

-65 =
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BVALDATIN PLAN

The Citanduy Credit Program will receive periodic evaluation following
established GOI and USAID procedure. These evaluatimns will sssess
the credit component in terms of its ability to attain stated inputs,
outputs and objectives., The following shall serve as basic criteria

for program performance evaluationg

1. Mnancial integrity of lending structure

2‘. Rate of equity growth withir lending structure
3. Loan repayment rates

b, Aility of credit system to mobilize savings

5. Ability of credit systw: to provide desa-level financial
rervices

6, Ability of credit structure to provide a diversified
lending portfolio

7« Degree of vertical integration within rural lending structure

8., Presence within lending structure of an effective management
information syster

9. Institutimalized management and personnel development
prograx within lending structure

In addition to the evaluation mentioned above, primary implementing
agencies will conduct a number of surveys, studies and reports which
will generate information necessary for evaluating the: a) operational
efficiency and relevance of the organiration and management of the
program; b) ability of program to sccomplish scheduled targetss
¢) socio-economic impact of the program; and d) effect of the program
upon the quality of 1ife, attitudes and social awareness of target

beneficiaries,
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III. B.

CITANDUY RURAL CREDIT PROGRAM IMPLEMENTATION PLAN

FOR CENTRAL JAVA (Draft)
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I. CREDIT COMPONENT DESCRIPTION
A. BACKGROUND

After more than ten-years of addressing infrastructural development
needs relating to water management within the Citanduy river t«sin
under Project Citanduy I special attention was directed to managing
lands on the basin's upper-watershed. A seoond project, mown as
Citenduy II, was initiated to introduce a set of agronomic practioes
in upland areas which would, one, significantly reduce the rate of
soil erosion, and two, generate an inorease in real income and
employment opportunities to those people living in upland areas. As
such,*Project Citanduy II was to move beyond the infrastructural
concerns of Project Citanduy I and begin addressing the task of
institutional development, As part of this institution building
offort Project Citanduy II will seek to develop the followings: a) the
capacity for generating socio-economic research to be used as a tool
for improving overall watershed management; b) the capacity for
generating agronomic and other agricultural related research for the
purpose of developing appropriate cropping technology for cultivatable
uplands; c) a cadre of skilled trainors and extension agents who can
conduct technical training for govermment and private sector persomnel
engaged in watershed management activities as well as extend agronomica
related technical practices to upland project beneficiaries; d) a
strengthened planning ability within local government and the active
participation of local government in the management of the upper-
watershed; and e) an institutimalized rural credit system which oan
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finance upland teclmology expansion efforts as well as income and
employment generation programs for project beneficiaries. It is

this last institutional concern to which this paper will address
itself in the form of & description of the credit systems development
component together with a presentation of component implementation

strategy.

OBJ ECTIVES
1. General Credit Program Objective-

The general objective of the credit systems development component

of Project Citanduy II is to contribute substantially toward the
process of institutionalizing, within the life of the project,

a viable, credible and vertically integrated rural banking structure
within the gso-political boundaries of the Citanduy river basin and
upper watershed which is capable of providing credit and other banking
services to project beneficlaries at the desa level under fiscally

sound and carefully supervised conditions,

2. Specific Program Objectives

Specific objectives of the Citanduy Credit Program ares

a) to institutionalize a strong rural banking system within
the five kabupatens partieip;ting in Project Citanduy II
by providing the necessary capital assistance for lending
and institutional developmant to some s;fty Bank Karya
Produksi Desas (BKPD) 4n West Java and iine Badan Kredit
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Kecamatans (BEKK) in Central Java during the life of the
projects

b) to support vertical integration within the rural institu=-
timal lending structure by strengthening the linkages
between the primary lender, Bank Perbangunan Daersh (BPD),
and project supported secondary lending institutions, BKPD
and BXK3

©) to strengthen the institutional capacity of the Bank Peme
bangunan Daerah to function as the primary lender under the
projects and

d) to provide Citanduy II project beneficiaries access to a
broad-range of credit and other financial services as a
mesans of stimulating increased income and employment genere
ation in rural areas as well as attaining other important

project objectives.

ESSENTIAL FEATURES OF THE CITANDUY CREDIT PROGRAM

The Citanduy Credit Program will seek not only to demonstrate the
esconomics and viability of rural credit delivery through established
banking intermediaries as opposed to other less-effective channels,
but it will also seek to accelerate the process of building a strong
rural banking structure which in tum will serve as an important
resource for rural development within the country., This section will
discuss a number of program features which ars viewed as important
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and essential to accomplishing this task. Some of the program
features herein discussed will foous on development needs which
as yot have not been addressed in other Indonesian rural oredit
developnent strategles,

1. Developing a Vertically Integrated Credit Structure Capable
of Servicing Desa-level Neads

The Citanduy Credit Program will seek to promote vertical integratien
within a rural lending atructure utiliging the Bank Pembangunan
Daersh ia West and Central Java as the primary lending institutione
and the Bank Karya Produksi Desa in West Java and the Badan Kredit

Kecamatin in Central Java as the secondary level lending intermediaries.
As secondary level institutions, the BXPD and BKK will continue to
function as autonomous:lending entities, They will, however, in pro-
Ject affected areas be increasingly brought under the guidance and
general supervision of the BFD in terms of program activity and will
become increasingly dependent upan BFD as a stable source for loanable
funds. As such the BPFD as primary lender will necessarily iwprove its
intercourse with and services to the secondary lending m:t;itixticnl.

This two=tiered vertical structure is viewed as important to improving
rural credit ﬁrogrm plmvﬁng, coordination, implementation and overall
program msnagement, It will also contribute to more efficient proe
gramming and utilization of development resources. Additionally thiﬂ_
integration will contribute to the longer-term task of helping to

institutionalize a national rural lending system,
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In addition to developing a strong linkage between the BFD and the
BKPD/BEK, the project will assist the secondary lending institutions
in their efforts to expand the number of desa posts as a meins of
bringing credit and other financial services to climmtele at the

desa level. This is viewed as an essential element within the project
for not only expanding lending volume and reducing financial trans-
action costs for borrowers but also for providing many rural dwellers
who otherwise uight not have the opportunity access to institutionale
ized oredit,

2, Bullding a Lending System With Financial Integrity

Financial integrity will be the cornerstme of the Citanduy rural
credit program, As such lending procedures will follow sound and
proven conventional lending practices of the international banking
industry. Such a conventional approach will, however, recognite

and adapt itself to meeting the apeciai needs of a developing rural
economy, Through a conventionsl approach the Citanduy Credit Program
will seek to create financial incentives for perforamnce, It will
eliminate counterproductive program subsidies, Mnd, it will use
competition as a means of improving cverall lending snd savings

operations,

Financial integrity will also be measured by sustained and progressive
equity growth within the rural banking atructure. As such lending
policies will insure profitability within the systen, Alth.ough it

is reasonable to expect slower equity growth during the initial years



of lending activity due to the fact that lending procedures and
programs will bs in a process of development and refinement, cone
sistent policy will translate into significant equity growth over time,
This will strengthen the lending structure by reducing stress, pro-
moting independence, and generating additional capital for further

system expansion,

It goes almost without mentioning that equity growth will be directly
proportional to loan repayment, Therefore high losn repayment will

be an essential ingredient of all project supported lending activities.
Special loan supervisional techniques such as the participation of
borrowers in their own loan supervision through the use of kelompok
and other such institutional groupings will be employed. Additionally,
certain system safeguards such as the proviéion for bad debts and the
introduction of a loan guarantee system to which both borrower and
lender contribute will be provided, -

3. Ensuring & Diversified Lending Portfolio

In order to service the diverse credit needs of various developing
sectors of the economy targeted for assistance under the project
(some of which are clearly classified as high risk categories for
lending) and at the same time protect the financial integrity and
therefors the profitability of the lending system, it will be
necessary to ensure that participating lending institutions diversify
their lending portfolios. loan portfolio diversification will reduce
lendirg risk by mixing higher risk lending with lower risk loan

g3
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activity thereby spreading the higher risk category over a larger
volume of lending. As indicated above, this will allow the lending
institution the opportunity to participate in higher risk categories
of lending where even though credit demand may be high, \.dthout. a
properly balanced loan portfolio, the bank might not otherwise be

able to participate,

The need for a policy supporting diversified lending under the
Citanduy Credit Program is significant when we consider that a major
thrust of our lending activity will be directd toward agricultural
production, Agricultural lending in the LDC context is at best a
high risk category of lending., When we add to that the uncertainties
and difficulties associated with financing increased agricultural
productivity in a marginal upland agricultural environment such ag
exists in most pilot areas of Project Citanduy II the lending risk

is further compounded. Fortunately there are other developing sectors
where credit demand is high and lending risk minimal which can help
diversify (and therefore help to safeguard) the lending activity eof
participating financial institutions, Such sectors as agricultural
marketing and trading activity, agricultural supply and agriculturally=
rolated small-scale enterprises and cottage industries will require
financial assistance and at the same time remain fully complementary
to and interrelated with the task of inoreased upland agricultural
productivity. Even within the broad category of agricultural pro=
duction, the Citanduy Credit Program will diversify its lending
portfolio, In this way the lending system will remain maximally
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responsive to the geographically changing needs for production credit
while at the same time spreading risks within the category over a

broader range of production,

It should also be nof.ed that support for a diversified lending portfolio
under the Citanduy lending program will allow participating finanolal
institutions to offer their clientele a wider range of short and
mediunmeterm credit instruments than has to date been provided to rural

borx_'ouers wnder other institutional credit schemes,

4, PBrmphasizing Savings

The Citanduy Credit Program will as a matter of policy strongly support
the rapid development of a rural savings program, Such a savings
program will reward depositors with eamings from ‘nterest at a rate
eignificantly attractive enough as to serve as an incentive for expanded
savings growth within rural areas, The progrum will support savings
nobilization through a jJoint forced and voluntasy approach. Although
an actively expanding voluntary savings program will begin slowly,
pProgranm policy will encourage accelerating savings through this

approach over time,

M sctive rural savings program is viewed as an asset to the overall
project credit program as well as to national rural credit system
development in that such erforts will help to retain capital in rural
areas which otherwise most probably would either remain idle or flow
into urban sectora, Such a savings program will also help to gemerate

additional working capital for the lending system (which might not
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otherwise be available) which in turn will help augment expanding
rural lending activity. As such savings mobilization will help to
recycle idle and/or inefficiently utilized capital into priority

rural development sectors,

5. Institutionalizinpg the Capacity to Meet Human Resource
Development Needs

The Citanduy Credit Program will support the institutionaligation

of & training capacity within the Bank Pembangunan Daerah to meet
initial and on-going orientation and development needs of humen
resources within the scope of the program lending environment. This
capacity is viewed as essential to the successful evolutionary
development process of the Citanduy Credit Program as well as to
meeting the human development needs associated with the task of
bullding and expanding and institutionalized rural lending system,

As such this training capacity must sddress a broad range of orient-
ation and development needs. It should provide specialized training
for individuals through such programs as: bank management developaent
(primary and secondary institution ‘levela); bank staff development
(primary and secondary institution levels); clientele developments
and orientation and devolopmer‘\t for government workers. In the final
analysis, the success of the Citanduy Credit Program (both in terms
of long-term and short-term objectives) will rest upon the degree to
which the program has been able to effectively train people,

i
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6. Creating an Effective Management Information System

As the lending structure being proposed under this implementation
strategy is somewhat complex in nature, ropresenting two primary
lending institutions, their five branch banks, and sixty-nine
secondary lending institutions operating within five kabupatens and
two provinces, it will be essential to be able to generate, collect,
coordinate, snalyze and manage information in an effective, timely
and systematic manner., The credit program will therefore seek to
establish a management information system capable of servicing program
needs, Such system will be managed by the BFD and will be designed
in such a manner as to lend itself readily to eventual automated
adaptation,

SCOPE OF ACTIVITY

The Citanduy Credit Program will support rural lending and rural
lending system development in four kabupatens of West Java; Tasike
malaya, Ciamis, Majalengka and Kunigan and in one kabupaten located

in Central Java, Cilacap, Within this geographic area the credit
program will focus its support on expansion areas for improved

upland agricultural technolopy"aa identified under Project Citanduy II
and upon lending activities which support alleviating income and
employment pressures on critical uplands within the Citmdw upper=
watershed, |

* It 4s santioipated that during the 1life of the project rural credit
will be extended to some 4,500 hectares of upland expansion area.
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Rural lending ﬁstitutions identified for participation in the
Citanduy rurel credit program include the West Java Bank Karya
Produksi Desa (BKFD), a rural banking system ;tarted in the late-
1960s by the Bank Pembangunan Daerah (BFD) and later supervised

by the Bank Rakyat Indonesia (BRI), and Badan Kredit Kecamatan (BKK), .

a nonebank rural lending structure initiated by the provincial
government of Central Java in 1972 and now under the supervision

of the Central Java BPD,.

The size of the lending system to be supported over the life of

the project will include some sixty BKFD and nine BKK secondary
lending institutions representing some seventy-three percent
(seveniy-seven percent for West Java and fifty-three percent for
Central Java) of the total number of BKPD and BXK within the five
target kabupaten. In addition to the secondary lending structure,
two provincial-based BPD, together with their five kabupaten branch
banks will serve as primary lenders under the program.

Table 1 shows the projected annual rate of institutional partleipation
of BKFD and BXX under the credit program,

DURATION OF ACTIVITY

The rural credit component of Project Citanduy II is an on-going
development effort which, as other components of the project, will
terminate on the Project Assistance Completion Date (PACD), presently
Septembsr 30, 1986, Munding for the credit program has been budgeted



TABLE 1

BKPD AND BKK ANNUAL _INSTITUTIONAL PARTICIPATION
Expressed 1n numbers of lnstitutions

IMPLEMENTATION

NEW PARTICIPATION

CUMULATIVE PARTICIPATION

YEAR West Java Central Java Total % West Java Central Java Total %

] BKPD BKK Total BKPD BKK Total
1 1 5 3 8 11,6 s 5 3 8 11.6
II ' 15 6 21 30.4 1 20 9 29 42,0
111 ' 20 (0] 20 29.0 1 40 9 yo 71.0
v ) 20 0 20 29,0 60 9 69 100.0
TOTAL 60 9 69 100,0
PERCENT TOTAL 87% 13% 100%

-2~
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over a five-year period from fiscal year 1981/1982 through 1985/1986,

It is important to note, however, that credit component implementation

lags fiscal year budgeting by one year. Although credit system

implementation activities are already underway, tucinically, imple-

mentation will comtence upon the formal acceptance of this implemente

ation plan by the Department of Home Affairs and bty USAID.

PARTICIPATING AGENCIES

Agencles participating in the implementation program of the Citanduy

lending system are:

i.
2,
. 3.

be
5.
6o

The Department of Home Affairsg
The United States Agency for Internaticnal Development (USAID)}

The Baden Perencanaan Pembangunan Daerah (BAPFEDA), Tingkat I & II,

West Java and Central Javas
The Bank Pembangunan Daerah (BPD), West Java and Gentral Java;
The Bank Karya Produksi Desa (BKPD); and

The Badan Kredit Kecamatan (BXK),
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IXI. IMPLEMENTATION PLANNING
A. ADMDNISTRATIVE ARRANGEMENTS
1. Roles and Respmsibilities of'Participat;Lng Agencies

a) Dopartment of Home Affairs

'l'h; Department of Home Affairs shall serve as the primary
action agency of the Government of Indonesis (GOI) under
the cttmdw II Project which is responsible for credit
program administration. Although tecinical managenment of
tht; component is the responsibility of Bank Pembangunan
Daerah the Department of Home Affairs will serve to mmnitor
program performance, coordinate program planning between
West and Central Java and assist directly in the process of
assuring the timely disbprsements of GOI annual budge‘ary
allotments, as per the Citanduy II I;om Agreenent, for
ecredit component implementatiun, The Department of Home
Affairs ‘wl.ll further be responsible for issuing general
guidelines and policles governing the use of credit funds in
support of overall hplementaf.ion objectives of the Citanduy I
Project. '

b) The United States Agency for Intemational Development (USAID)

USAID shall represent the Government of the United States of
Amorica as a donor/lender agency which is supporting the
'nplenentltion of a credit program as an integral component
of the Citanduy II Project. As such USAID shall be respms=
sible for approving oredit program implementation plenning
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as well as monitoring credit program implementation. USAID
will be responsible for assuring the timely disbursements. of
U.S. funded annual budgetary Ailotnmtu, as per the Citanduy
II‘Lom Azreement, for credit component implementation.
iditionally, USAID shall be responsible for providing leng-
ter. technicel assistance to assist credit compment design

and im -mentation,

Badan Perencanaan Pembanmuman Daerah (BAPPEDA), Tingkat I & IT,
West Java end Central Java

BAPPEDA Tingkat I, West Java and Central Java, shall represent
the Department of Home Affairs at the local government level,
They shall also represent the provincisl govermnment as the
agencies responsible for local govommmi.: development planning.
As such, BAPPEDA Tingkst I shall coordinate credit compcnent
implementation with other compments of the Citanduy II Project.
BAPPEDA Tingkat I will also coordinate with BFD by providing
planning input into the design of the credit component as well
as assisting in the process of monitoring and evaluating
program performance. BAPPEDA Tingkat I shall also help to
coordinate the timely disbursements to BFD of projectesupported
annual budgetary allocations for use in support of Citanduy

sponsored credit activities,

BAPPEDA Tingkat II, in the five kabupaten participating in
credit compment implementation, will coordinate the functions
of BAPPEDA Tingkat I with the lending program at the kabupaten-,
level branch banks of the BFD.

97
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d) Bank Pembangunan Daerah (BPD), West Java and Central Java

The Bank Pembangunan Daersh of West Java and Central Java

will serve as the primary lending m:titutimé under the
project. They shall serve as the sole depository of all
funds provided under the Citanduy II Project Loan Agreement
for credit purposes. The PPD, West Java and Central Java,
shall soﬁo as the principal technical msnagement agency fer
the Citanduy Credit Program. As such the BFD shall have
overall responsibility and authority for credit program
planning and implementation. The BPD shall set lending
polisy and establish lending (and other financial services)
procedures governing the operation of the credit systems
development progran. BPD branch banks will serve to extend
the roles and responsibilities ef the BFD to the kabupaten
level of government, As the primary lending institution the
BFD shall oversee all lending, savings and other project
oredit activities extended to project beneficiaries by the
secondary lending institutions, the BKFD and BKK. The BFD
shall insure that adequate capital and other development
resources along with proper controls are extended to the
secondary lending institutions, according to plan, in order
to allow them to service the financial needs of rural com-
mmities and at the same time protect the finanocial integrity
and growth of the lmd;ng structure,

The BFD and their branch banks shall coordinate closely with
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BAPPEDA, Tingkat I and II, in order to insure credit com-

‘ponent coordination with other components of Project Citanduy

n implementation,

e) Bank Karya Froduksi Desa (BKFD)

£)

The Bank Karya Produksi Desa shall serve as the secondary
leading institution for West Java in the four kabupaten of
Tasikmalaya, Ciamis, Majalengka and Kunigen, As such the BXFD
in these areaz shall be under the direct supervision and
suthority of the BFD West Java and shall provide financial
services to project beneficlaries in accordance with Citenduy
eredit system policies and operational procedures as prescribed
by the BFD West Java.

Bedan Kredit EKecamaton (BEK)

The Badan Kredit Kecamatsn shall serve as the secandary lending

institution for Central Java in the kabuvaten of Cilacap. 4s
such the BEK shall be under the direct supervision and authority
of the BFD Central Java and shall provide financlal services

to project benoficiaries in accordance with Citanduy credit
system policles and operational procedures as prescribed by

the BED Cintral Java. '

2, Organizational Structure

Chart {

Progran,

presents the orzanizationsl structure for the Citanduy Credit

79
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chut 2 presents a sitructure for futerprovincial credit program
coordination, As mentioned in the preceding section, the Department
of Home Affairs shall be responsible for coordinating credit program
planning functions between West and Central Java. Credit program
implementution coordination between the two provinces at the provincial
level will be made possible by the creation of two interprovincial
coordinating committees mdo.up of membership from each of the two
technical management agencies, the BPD West Java and the BPFD Central
Java, The first committes will coordinate credit progranm policy

and management hetween the two provinces, This cormittee shall moet
quarterly and shall he composed of two regular members, one each
coming from the directoral level of each BPFD, and two ex-officio
members, one each from West J ava and Central Java, representing
BAPPEDA Tingkat I. Each regular member shall alternately preside
over regular meetings of the Interprovincial Cormdttes for Policy

and Management Coordinatien,

A second committes will coordinate interprovincial credit program
jmplementation at the working-level. This committes shall slso meet
rogularly on a quarterly besis, or on such a more frequent busis as
noed dictates, This cozmittes shall bs subordinate to the policy end
wenagement coordinating committee and shall be composed of seven
regular remboers, five renbers reprosenting the BEYD branch bank
manageuent from esch of the five kcbupaten participating under the
project and two members, one each,coming from the bureau management
level of the BPD West and Central Java, Thess two members shall

alternately cheir all regular meetings of the committee. idditimmally,

/0/
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two ex-off'icio members, one each from West and Central Java, will
represent BAPPEDA on the Interprovincial Committee for Program

Implementation Coordinatien,

3. Funding Procedures

Chart 3 presents a funding flow chart for the Citanduy Credit Prograz,

Mnually credit program funding will be provided according to the
program budget as contained in the Citanduy II Project loan Agreement
(see Tables , Secticn IXI. C.). Fiftyepercent (508) of all credit
progran funds will come from the GOI through INPRES, and fifty-percent
(50%) will come from USAID, The total program funding shall bs
divided between West Java and Central Java according to & ratio of
60340 for Year I° and 80120 for Yoears IT through IV of project imple
mentation, This division is based upon & careful analysis of certain
tectnical factors such asi a) projocted credit demends b) institutional
performance; c) new capital chiorbtive capacity of secondary lenderss
d) existing capital resourceos; e) financial system developent roe
quirenents; ') magnituds of institutional participationi and g) efficient

utilization of project resources.

USAID and INPRCS gsourco funds are depositod snnuelly, according to
tudget, in tho Bank Pembenmunan Dacrah Jawa Barst end Jewa Tengah

vhere thoy are divided into four soparate accounts: a) a loan Fund,

.
The Yoar I division of credit funds between West and Ceatral Java
was determinod by the Dopartment of Home Affairs prior to the
preparation of this implementation plan,
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which is used for the purpose of providing secondary lending instia
t.utio-ne scceas to capial for lending purpcses; b) an Bquity Fund,
which supplements secondary lending institutions®' capital structure
through term equity investments thereby allowing for expanded lending
activity while at the same time encouraging capital growth; ¢) a
Guarsntes Fund, which serves as a mechanism to insure system surviv-
ability by prorating risk and losses with program participating
secondary lending institutions; and d) an Institutional Development
Md, vhich provides for certain equipment and facilities improvements
and manpower development needs within the primary and secondary
lending institution structure which are determined essential for

Program success.

Funds for lending purposes are released from the Loan Fund and
transferred to the secondary lender for a specified pericd of time
for on-lending to projoct beneficiariss according to program lending
policles and procedures as prescribed by BPD., If an additional
equity investment is determined to be necessary for a particular
secondary londer in order to enhance institutionel viability and_/or
expand lending volt;ne, funds are drawn frcm the BEjuity Furd and so
invested in the secondary lender under an agreement which stipulates
that the equity investments are to be retired over a fixed term A
(ten to fifteon years) and replaced with secandary institution-owned
equity, Rotired funds then rocycle back into the Equity Fund for use
again, Tho Citanduy Credit Program will furthor provide seed ocapital
for a lending guarantoe system, Both borrower and lender will parti-

cipate in this system. The secondary lender will invest over time

/05
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in the Guarantee Fund an amount which is equivalent to at least

ton peroent (10£4) of the operating capital drawn from the BFD

loan Fund at any given time. This will allow the original project-
provided seed capital for the Guarantee Fund to be retired over time
and recycled into lending activities, Certain institutionsl
development resources will be dram from ths Institutional Development
Fund to support the primary and secondary lending structure. Secondary
lenders wlll contribute directly to a manpower develonment fund to
support on-going menagement and personnel development and expansion

needs,

Funding to defray the cost of credit program administraticn at tho‘
primary level will be generated by a service fee paid by secondary
lending institutions according to their utilization of loan Fund
resources. Secondary lending institutions are expected to cover
all progran administrative costs from income generated by lending

end savings activity,

4, Roporting Procedures

Secondary lending institutions participating under the program shall

be required to submit a credit and savings program status report
(together with supplemental operational information as may be requested
by the BPD) to the BSD on a nonthly basis, The BFD will in tum prepare
on a quarterly basis a Citanduy Credit Program status report highlighting
program progress, accouplishments, problems and cn'rrent and future
program acitivity. A copy of this report shall be provided to the
following offices: a) Governor; b) BAPPEDA Tingkat I; o) PIRPDAS=Ciamiss

d) Department of Home Affairs; and e) USAID.
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P. TECHNICAL PLAN -25-

1. Institutional Lending Structurs Overview

Central J
D Tﬂ%mdmg institution under the Citenduy Credit

Progran for Ceatral Java is the Bank Pexbangunan Dacrah Jawa

Tengah which was established in 1963 The BPD in Central Java
has sixtesn (16) brench banks operating in twenty-nine (29)
kabupaten wvithin tho province. /n .orgex.xizat..icml structure

of the Central Java BFD 18 presented in Chart&. For figcal
year 1982 the BPD had a combined credit volume of Rp 33 billion,
assets of Rp 56 billion and eamings of Rp 3.2 billiam.

In 1972 the provincial government of Central Java began
establishing a rural lending program pattemed somewhat after
the BKPD and LPK programs in West Java., Badan Kredit Kecamatan

(BKK), or kecamaten-level rural lending bodies were established
throughout the province with initial seed capital being proe=
vided by the provincial government., Supesrvision of the program

was later transferred to the Bank Pembangunan Daerah Jawa Tengah

which began participating activeiy in BKK program expansion
and development with the introduction of the USAID-supportod
FDP project in 1979, Presently thore is a total of 486 BEK

operating throughout Central Java,

Within the kabupaten of Cilacap, the only kabupaten within
Central Java participating in Project Citaenduy II, there are
a total of seventeen (17) BXX, nine (9) of which will parti.
eipate directly in the Citanduy Credit Progrem representing
approxiratsly two percent (2§) of the total number of BKK
within the province. .

2, Program Inputs

This section will present a technical description of program inputs.
A quantitative statement of capital requirements is presented in
Section C, Financial l?lm. In order to achieve the credit program's
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two-fold purpose of strengthening the rural credit structurs and
providing financial services to project beneficiaries through that
st.ructuro, the discussion of program inputs is broadly categorized

into two groupe, institutional development and lending,.

a) Institutional Development

Substantial program resources will be desipnated for lending
system development, These resources will be channelled -
through an Institutional Development Fund (IDF) end utilized

for the following purposes:

1) Manpower Development

The Citanduy Credit Program will provide for the establisiment
of an orientation and Auelopnmt unit within the BPD which
will have the capacity to perform recruitment and ineservice
training for bank personnel at both the primary (BFD) and
secondary (BKPD/BEK) levels of the lending structure. This
unit once established will be responsible for conducting such
training throughout the 1ife of the project, Idéitianally,
this unit will be responsible for initlating a clientele
development (borrower education) progrem for prospective
project beneficiaries. The O & D unit will further serve as
a resource for educating government workers (project imple-
nmentors, FFMs, FPLs, etc,) as to their respective roles in
-the implementation of the Citanduy Credit Program.

In addition to the establishnent of an 0 & D unit and the
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conduct of pertlneni training, the credit program will
further provide a short-term subsidy to assist in the cost
of mansgenment at the secondary BKPD and BKK levels. This
assistance, to be managed by the BFD, will be provided
ti)rough a special Manpower Development Fund (MDF) and is
designed to assist weak secondary institutions during the
initial years of their program participation until technical
knowhow and increased business volume translate into improved
profitability sufficient enough to cover management costs,
The Manpower Development Fund (see Table 2) will prorate the
cost of management with the participating secondary lending
institution over a four-year period with the secondary insti-
tution absorbing all management costs beginning the fifth

year of program participation,

2) Equipment

The Citanduy Credit Program will provide for the procurement

of modest amounts of basic equipment essential to the performe
ance of & sound, adequstely supervised and fiscally well-
managed lending system, Bquipment will be provided on an

as needed basis and will supplement useable equipmmt presently
existing within the primary and secondary levels of the lending
structure, At the BKPD and BKK level it is anticipated that
supplemental office equipnent and vehicular support (motorcycles)
will be required. The BFD will also require limited vehioular
support at the branch and central level togather with limited

/10



TABLE 2

MULTI-YEAR SCHEDULE POR_PRORATING MANAGEMENT: COSTS
BETWEEN MANPOWER DEVELOPMENT FUND AND BKPD/BKK

(Expressed as a percentage of ilnagement costs)

YEAR MDF KPD TOTAL MGM s
1 100 + 0 - 100
II 75 + 25 = 100
11X 50 + 50 - 100
v 25 + 75 - 100
v 0 + 100 - 100

Kotes Average annual MDF support equals sixty-two and one-half percent (62.5%)
of managment costs Years I through IV,

-63-
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office equipment to be used in support of program nonitbring
and evaluation, MIS, accounting and orientation and development
(trsining) needs. Additionally, a radio communication (SSB)
system will be established between the BPFD central and branch

offices within project areas,

3) PFacilities Irprovement

Iimited program resources will be provided for the purpose of
facilities improveuent principally at the BXPD and BKK level.
Again, this assistance will be provided on an as needed basis

and will be utilized to bring the condition of the secondary
lending institutions up to minirum working and security standards.
Additionally, this assistance will be utilized in order to

expand financial sewices into new areas utilizing village

financial posts, or pos-pos desa.

In addition to the types of instituticnal development assistance
described above, the credit program will also receive technical
assistance provided by USAID in the form of one long-term rural
credit advisor to assist in program design and implementation.
This advisor provided through the Departnent of Home Affairs
support to Project Citanduy II shall work closely with the
credit program's two primary technical management and lending

institutions, the Bank Pembangunan Dasrah Jawa Rarat and the

Bank Pembangunan Daerah Jawa Tengah. Depending on the avail-

ability of funding, other short-term technical assistance may
be provided during the 1life o the Citanduy Credit Progran to
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assist in the development of3 (a) a management information
_system; (b) a uniform sccounting system; snd/or (¢) an
o-rienution and development unit with corresponding training
syllabi,

b) Lending

The Citanduy Credit Prc;grm will provide subatantial rescurces
to support rural lending. Expanded rural lending activity will
be made possible by channelling program resources through three
special funds, a loan Fund (IF),an Equity Fund (EF) end a
Guarantee Fund (GF), the nature of which are described belows

1) Rural lending

The Citanduy Credit Program will provide direct capital assist-
ance to meet rural credit demand within the geo-political
parameters of Project Citanduy II. The program will provide
& diversified portfolio of small-scale multi-sector financing
for project beneficiaries under carefully controlled and
supervised conditions. Agricultural lending will be the
predominant form of finance extended through he desa-level
lending system, This will be characterized by the integrated
sgricultural production financing of provm' .cgricultural
commodities in uplend model farm expansion areas as ident-
ified undor Project Citanduy II implementation strategy.

Proven agricultural commodities refer to those agricultural activities
which have boen determined, through applicd research as well as othor
forms of acceptable analytical measurs, to hold significant agrenomic,
economic and social potential for identified project expansion areas.
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In addition to production financing, resources will be provided
to support lending for small-scale trading and agricultursl
marketing activitios as well as both agriculturally relsted
and non=agriculturally related small-scals enterprises and
cottage mdnstrles which hold potential for increasing income

and employment opportunities for project beneficiaries.

In order to address the credit demand at the desa (village)-
level and minimize credit transaction costs to borrowers,

secondary lenders will operate a system of village financial
poets (pos-vos desa). Additionally, where feasible, the use

of borrower groups , or kelompok nasabah, to assist in loan

processing, supervision and collection will be encouraged.

2) Byuity Orowth

In order to allow for the planned significant expansion of
lending activity through the sixty-nine (69) secondary lending
institutions participating under the Citanduy Credit Program ‘
a pustained program of BKFD and BKK equity growth must occur.
[Raximums
Under the Citanduy Credit Program & debteto~equity ratio of
5¢0:1.0 w11l be observed for all participating secondary
lending instituticns ( as of June 1982 BXPD 4in West Java
showed an average debt/equity ratio of 2.9:1.0 while BXK in
Central Java as of July 1982 showed a debt/equity ratio of

0.931 00)0

The oredit program will provide direct capital assistance
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through s BPD-nansged Equity Fund (EF) for the purpose of
supplementing existing capital in secondary institutions

in order that lending volumes may expand quickly enough to
_keep pace with projected project credit demand needs, All
equity investments made through the Bjuity Fund to secondary
lenders shall be on an as needed case-to-case basis with
| the lending institutions sharing in any required equity
expansion at a ratlo of 1:{ with the Bquity Fund, Bquiti in-
,yestments originating from the program-supported Equity Fund
shall be made in the form of perferred capital investment

and shall be retired over a fixed term (ten to fifteen years)
and replaced by secondary institution-ocwned equity. Retired
equity investments shall cycle back into the Equity Fund for

_reuse.
3) Loan Guarertse

Due in part to he ixigh risk nature of small-scale agricultural
lending, limited managerial experience, and uncertainties
resulting from the experimental nature of Project Citanduy II's
credit activitios, it will be necessary to guarantee the
survivability of the lending.svstem during the formative years,
While it is important to provide desa-level financial services
and neet local credit demand it 4s equally irmportant for BEPD
and BEK to protect their financial integrity as lending
institutions., In an effort to assist in this process the
Citanduy Credit Frogram will provide seed capital for the
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oreation of a special Guarantee Fund (GF) which will prorate
risk and losses with program participating BKFD and BXK on

" a percentage ratio of 85%115%, Ad.ditionllly. secondary
lending institutions will be required to deposit three percent
(38) of the total amount of wach operating capital draw down
from the BFD-managed Loan Fund in the program Guarantee Fund,
These deposits shall continue until the particular secondary
lender has sccrued an unimpaired investment in the Guarantee
Fund of ten percent (108) of the maximum outstanding Loan Fund
draw down for any particular period, Whenever this invest-
ment is reduced below the ten percent (10%) of Loan Fundesource
operating capital, due to losses charged against the Guarsntee
Fund or because of expanded volume of operating capital

draw downs from the In;n Fund, the guarantee retention program
would be rosumed and would continue until the proper level

is again roached, As BKPD and BKK investment in the Guarantee
Fund increases over time the original program provided Guarantee
Fund seed capital can be retired and recycled into lending
through the Loan Fund,

In addition to the BKPD and BKK investments in the Guarantee
Fund borrowers too will be asked to participate directly in
loan guarantee. BEach borrower will be required to invest an

amount equivalent to two percent (24) of each loan into a separate

interest bearing (interest accruing to borrower) guarantee
account to be managed by the secondary lender., In the case

of loan default, borrower investments in loan guarantee would

/16
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. be the secondary lmding institution's first line of insurance
for loan repayment, If such investments were inadequate to
ea;or all of the loss 4incurred then, as a secondary meagure,
the Guarantee Fund would be called upm to prorate the remaining

loss.

3+ Prefram Outputs

It 1s expected that the timely, well-managed application of program
inputs described in the preceding section, together with an appropriate
monitoring system to insure the same, will result in the following

measurable end-of-program outputes

a) A vertically integrated rural ‘lending structure operating
profitably ‘and providing financial services in a1l project
expension areas as well as in at least seventy percent (70f)
of the geographic area of the fiv; projecteparticipating

kabupateny

b) Real net gain in an and off-farm income and employment gener-
ation resulting from ths presence of the rural lending system;

¢) dn average equity growth of one lundred percent (100%) 4n
rursl lending institutions participating in prograa implemen-
tation;

d) 4 network of rural lending institutions providing a broad-
range of credit services, previously not available through
institutional sources, to meet the credit demand of project
beneficiariesy

/n7
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e) A strong rural savings program, demanstrating accelerating
growth, which rewards depositors with a fair market retum

on investment

£) n institutionalized training capacity existing within the

Bank Pembangunan Daerah meeting an-going tuman resource

developeent needs; and

g€) The existence of an affective system for managing information
operating within the vorﬁcclly integrated banking structure,

&, Implezentation Strategy

a) Llending System Rules and Regulatiomns

The lmdihg system rules and regulations are the intemal
banking policies governing the overall operation of the
lending system. 4s two primary lending institutions, the
Bank Penbanguran Daerah Java Barat and the Bank Pembangunan

Daerah Jawa Teneah, representing two different provinces will

be involved in the technical mmnagement of program imple-
maentation, it will be necessary to develop separste lending
rules and regulations for West Java and Central Java, While
4t 4s expected that rules and regulations governing Citanduy
lending will be quite similar between the two provinces,
variations in epecific policies are anticipated. Additionally,
esach set of rules and regulations must be approved by the
governing board of each BFD prior to initiating lending
activity,
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TABLE 3

OQUTLINE FOR TEE PREPAPATION OF RUIES AND
REGULATIUNS GOVEFNING CITANDUY 1Y LINDING

SECTION

1.
2,
3.
b,
5
6.
7.
8.
9.
10,
11.
12,
13.
14,
15.
16,
17,
18,
19,
20,
21,

Preliminary Stateaent
Definition of Terms
General Credit Policies
Types of Financing
Mthoriced lenders
Eligible Borrowers
Credit Requirements
Mmomnt of Loan

lom Periods
Collateral Security
Interest Rates

Lloan Repayment Schedule
lending Procedures

Procedures Regulating Use of loan Fund
Procedures Regulating Use of Bquity Fund
Procedures Regulating Use of Ouarantee Fund
Use of Funds Borrowed: Diversion

Loan Manitoring and Servicing

Defaults Foreclosure
hmendnents
Bffectivity

119
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Although a number of the basic lending policles governing
Citanduy lending are discussed in other sections of this
implementation plan, the uﬁlumtatim'plm in itself is
not a suitable format for a comprehensive discussion of
detailed lending rules and regulstions. Within thirty (30)
days of the acceptance of this implementation plan detailed
rules and rognhtims.'govoming Citanduy II lending shall be
prepared by the BFD West Jqﬂ and the BPD Central Java and
coples forwarded to the Department of Home Affairs, USAID
and other pertinent participsting agencies. Mn outline of a
proposed format for the preparation of lending system rules
and regulations is presented in Table 3.

lending Procedures

Specific lending procedures must be developed prior to the
initiation of any lending sctivity. Detsiled lending procedures
will be incorporated within or annexed to the lending system
rules and regulations. Program lending procedures will present
pertinent procedures governing loan application, approval,
release, supervision and collection. The respomsiblity for

the preparation and revision of program lending procedures
shall rest with the Bank Pembangunan Daerah lelt and

the Bank Pembangunan Dserah Jawa Tenesh,

Institutional Participstion

Table 4 presents a schedule for annual participation of



TABLE &

BKK_ANNUAL PARTICIPATION

IMPLEMENTATION | BUDGET ngécmmr. JAV&
YEAR YEAR/ ‘ CYA% - 19 o .
4 BXK CILACAP
I 81/82 3/3 Dayeeh Luhur
82/83 Majcnang
Karangpucung
1T 83/84 6/9 Wanareja
CAmanggu
Sidareja
Gandrungmangu
Kedungreja
Kavunganten
posd 8u4/85 0/9
v 85/86 0/9
TOTAL 9/9 9

.6£-
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TABLE 5§

PINANCIAL CONDITION: PROFILE OF YEAR I_PARTICIPATING. BKK_
(Expressed in Rupiah Million

BKK TOTAL  TOTAL TOTAL DEBT/EQUITﬁ LOANS GROSS OPERATING NET
EQUITY. DEBT ASSETS RATIO OQUTSTANDING INCOME EXPENSES INCOME
BKK (as of Dec.82) . '

1. Day.uh Luhur 1.3u .07 1.1"1 0.1 1 .O 1.39 .08 .07 001
2. Majenang ( 3V 1.5 1.29Y - 1.2%/ NA NA NA
3. Karangpucung S-;ié)z/ :Z“&/ .ggﬁ/ - .223/ NA NA NA
TOTAL 149 2.37 2.86 - 2,84 - - -
AVERAQE 16 79 95 - 9?5 - - -

as of August 1982

as of June 1982
conastructed

figures not avallable

SN

-t"-
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BXK in program implementation, Map 1 depicts the lecatien
of those BXK participating in Year I program implementatien.
Table 5 provides a profile of the present financial cenditien
of Year I participating BKK.

S+ Credit Propgram Implementation Timetable

Table 6 presents a timetable for Year I credit program hplenmtlﬂ.m
activity,
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TABLE 6
CITANDUY CREDIT PROGRAY YEAR I IMPLEMENTATION TIMKTABLE

ALTIVITY _ INTTIATE COMPLETE ON-GOING

1. Identification of primary lending institution 0ct 82

2. Identification of secondary lending institutions Dec B2

3+ Develoment of prograx impleaentation plan Dec 82 Mar 83

4, Identification of target lending areas for Year I Jan 83 Feb 83

5. Determine resource requirements for Year I Feb 83 Mar 83
activities

6. Conduct baseline data gathering phase Kar 63  Mar 83

7. General assessment of institutional strengths Mar 83 Apr 83
and weaknesses, primary and secondary levels

8. Develop rules and regulations governing lending Fet 83 Apr 83

9. Conduct program orientztion for primary and Apr 83 dpr 83
secondary=level lending institution personnel

10, Develop international training proposal May 83 Jun 83

11, Development and introduction of uniform accomnting May 83 Jun 83
systenr for secondary levsl lending institutions

12, Develop detailed lending guidelines and procedures 4pr 83 May 83
for specific lending programs to be initiated
during Year I lending activities

13, Devise manitoring and evaluation (ME) program Jun 83 Jun 83
for all lending activities

14, Development and introduction of lending insti- Jul 83 Jul 83
tution classification systex at secondary level

15, Initiaste prilot lending activities Jul 83 X

16, Activate program auditing procedures . Jul 83 X

17, Devise persmnel recruitment and development Jul 83 ang 83
progran

18, Initiate persmnel development program at primary 4ng 83 I

and secondary levels within institutional
lending structure
19, Based an results from M & E program, modify Sep 83 X
andfor refine lending policies and procedures - '
where necessary

20, Begin planning for Year II lending prograe et 83 Dec 83
. expansim .
21, Conduct formal evaluatiom of Year I lending Dec 83 Jan 84
activities
22, Based upon evaluation, reassess program plans, Jan B4 Feb 84

objectives, policies and procedures. Modify

where necessary
23. Continue persmnel development program ' X
24, Initiate Year II lending activities Mar 84 X
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FINANCIAL PLAN

The following financial plan is presented in two parts, The first
part deals with the program budget while the second part presents
relevant financial infermation on Central Java rural lending insti-

tutions.

The attacl.~! Tables 7-9 present detailed program budzeting for
Central Java. Allowances have been made for contingency and inflation
factors., Inflationary rates have been computed at an annual rate of
ten percent (104).

Table 10 presents recent data on the financial condition ef BXK in

Cent:rsl Java,

/R6



TABLE 7

CITANDUY CREDIT PROGRAM BUDGET FOR CENTRAL JAVA
Expressed in Rupiah Million

GRAND TOTAL

IMPLEMENTATION/ LOAN FUND GUARANTEE PUND: EQUITY. FUND INSTITUTIONAL

BUDGET YEAR DEVEL. FUND:
50% 10% 5% 35% 100%
1 FY. 81/82 37.18 7.4 3.72 26,02 74,36
& FY. 82/83

1I PY 83/84 55,37 11.07 5¢54 . 38.76 110.74
I1II FY 84/85 99.65 19.93 9.97 69.75 199.30
v FY 85/86 133.06 26,61 13.31 9314 266.12
TOTAL 325,26 65.05 32,54 227,67 650,52

-Gty =
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DETAI%D LOAN PUN? BUDGET EO% g-%ﬂTRAL JAVA
Expressed in Rupiah Million

TABLE

IMPLEMENTATION: BUDGET . CREDIT SECTOR TOTAL
YEAR YEAR AGRICULTURE TRADE INDUSTRY:
—_S0% —25%  25% 100%
I PY 81/82 18.60 9.29 9.29 37.18
& FY 82/83
11 FY 83/84 27.69 13.84 13.84 55.37
IIX FY 84/85 49.83 24,91 24,91 99.65
v FY 85/86 66,54 33.26 33.26 133.06
TOTAL 162,66 81.30 81.30 325.26

s&/



TABLE 9

DETAILED INSTITUTIONAL DEVELOPMENT PUND BUDGET POR CENTRAL JAVA

1o
>
3
>
r=
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-3
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1.
2,
3.
b,
Se
6.
7.
8.
9.
10,

TABLE 10

PROVINCIAL STATISTICS OF BKK PEO?RA! = CENTRAL JAVA
\as of July 1942

CATEGORY

Number of BKK

Current Assels
Borrowings

Savings

Equity

Cumulative Lending®
Cumulative Number Loans®
Average Loan Size*
Cumulative Past Due*
Percent Past Due

® Notes Prom 1972 to July 1982

' SOURCE:

DPatten = USAID/Indonesia

Rp MILLICN

3,331.60
780.83
791.55

1,759.22

36,861.35

752.28

PERCENT

2.7 million

Rp 33,339

Badan Kredit Kecamatan Statistics, July 1982

2.04%

QE/
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D. IRAINING PLAY

The following represents an initial attempt to define the parameters
of training for the rural credit compment of the Citanduy II project.

1¢ Training Objectives

The basic objectives for a credit training compment are:
a) To institutionalise a training capacity to meet initisld
and ongoing orientation and development needs of human
resources within the scope of the Citanduy II rural lending

enrironaent;

b) To accurately identify and to subsequently satisfactorily
sddress said initial end ongoing ‘1tation and develoment
needs; and

©0) To develop a training approach which is replicable and
applicable to other lending environments vithin Indanesia,

2. Training Methodologles

Although training methodologies for specific training objectives will
vary sccording to need, s general methodology which incorporates a
blend of both cognitive and affective develomment with emphasis wpon
independent and, at times, experiential learning will be employed,

To this end, specific training objectives should be behavioral in
nature with corresponding methodologies tailored to fit each need.
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3. Training Resources

It 49 difficult to estimate meaningful capital and physicsl rescurce
requirements for s training program prior to the development of a
training lylinbua wvhich addresses orientation and develoment needs
for credit in a comprehensive and detailed manner. However, human
resources can be readily identified from a number of sources. As
the Departmaent of Hame Affairs will play a key role in monitoring
the credit delivery system for the Citanduy II project, it can be
assumed that personnel as well as capital resources will be dramm
frem this ministry in support of both training desim and implementa-
tion activities. It is hoped that BAPPEDA personnel will also
participate direetly in this process. To the extent that field
extension workers will be involved with rural lending activities,
perscnnel as well as limited capital resources can also be expected
from the Department of Agriculture, It Is anticipated that the most
substantial Eontribution of human resources to the training effort
for credit under Citanduy IT will come directly from the Banking Sector,
which will itself serve as primary lender under the program. Additimally,
credit system clientele will also be expected to participate directly
in their own learning process, External technical assistance em
both & long and short-terz basis may also be provided to assist in
the planning and conduct of training curricula,

&, Training and Development Needs for a Citanduy Rural Lending System =

_.moniuz

The establishment of a rural lending system to service the rural oredit
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lending institutions as well as to defining governrent's roles m;!
responsibilities in rural lending programs. Jind, appropriste training
curricula should eddress these areas, Additionally, internatiomal
training should be incorporated into & personnel development program
for key government and bank officials who will be given responsibility
for centrally administering the rural lending prograz. Under the
Citanduy Credit Prograx four (4) short-term training positiens will
be provided (two (2) for West Java and two (2) for Central Java) for

wdd and upper-management personnel of the Bank Pembanpiman Dasrah

Jawa Barat and Jawa Tencah, This training will focus on an intensive

study of rural lending programs in the Philippines, Korea and the
United States. A detailed overseis training proposal shall be

prepared by June 1583,

8¢ Orientation and Develomert P*elm.nlw Draft Outline for Ra:rnl
lending Under Citanzuy I2

See Table 11,



ORTENTATION AND DEVELOPMENT PRELTMIN ARY DRAFT OUTLIL{E

FOR RURAL LENDING UNDER CITANDUY II-

PROGRAMS TRAINEES

1. Bank Management Development Propram
a) Basic Course Bank managers .and
asst., managers,
central & local level

b) Kvanced Course Bank managers and
asst. managers,
central & 1oral level

c) Refresher Courss Senior bank mgmt,
staff

SUBJECTS

Government policy’
Contral banking regulations
Countryside banking
Setting objinctives
Planning & budgeting
Descislon mnking ~
Managing information
Accounting & auditing
Lopal aspects of rural
lending
Readiscounting policies &
procadures
Supnrvisad lending,
policies & procedures

Personnel development
Clientele development
Capital mobilization & Mgmt. -
Performance evaluation
Improved supervised lending
Fraud detection

Automation applications

Bank marketing

Rolated banking services

Tatlored to meet specific
training needs of participants

;ABLE 11
age of 3

PURPOSES

To provide bank management
with basic knowledge on
rural lending

To introduce trainees to

management principles pertaining

to rural lending

To teach tr:aln'eos the role

of rural eredit in development

To strengthen management skills

in\order to improve business
operations, performance and
services to clientele

To further refine managerial
skills

To exchange ideas and share
experiences

-cg-
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O & D PRELTMINARY DRAFT OUTLINE - Continued TABLE 11
Page 2 of 3
PROGRAMS TRAINEES SUBJECTS PURPOSES
———— . D ———
2. Bank Staff Development Prorram

Basic, Advanced & Refreshnr Courses
Profassional Bank « Tallorsad to trainee's area = To provide participants with
staff, central & of rosponsibility, including a basic understanding of their
local level such subjects ass respective Jobs and how each

job relates to the work of

i.e.t - OCredit Aiministration

Senior & asast,
loan officer
Credit officer
Fiscal officer
Cashlar
Accounting staff
Examiners
Auditors

3. Clientele Development Propram
Prasent borrowers, -
Potential borrowers
l.e,1
Farmer leaders, Contacta
Tani & Kelompok Tani, .
small-scale farmers, -
livestock raisers,

fisherman & entre- -
nuars .

fural lending policies &
proceduraes
Farm plan & budpet preparation
Fileld loan supervision -
Arcounting systams
Loan paerformance evaluation
Clinentele reolations
Staff relations
Bank objactives -
Security
Lending criteria
Role of credit & savings
in development -
Staff roles, functions and
responsibilities
Etec.

What is the purpose of the -
local bank & how does it
serve its clientole
What 1s credit
How should credit be used -
Dutlies and responsibilities
of the borrower
Importance of loan repayment

others and supports the
overall operation of the bank
as a whole

To pive each participant
practical training and

experience in his or her (]
rospoective skill area '

To expose bank staff to new '
and/or improved procedures/
programs for servicing clientele

To increase work effieciency,
provide a forum for constructive
feedback, and improve staff as
woll as staff/client inter-
personal relations

To provide a program for ongoing
staff orientation & development

To create and promote credit
awareness and understanding
in rural areas

To provide prospective borrowers
wlth accurate info & answers to
their questions concerning the

use of institutional credit in
rural areas

2¢/



PROGRAMS

Clientele Dev, Continued

O & D PRELIMINARY DRAFT QUTLINE - Continued

TRAINEES

Lk, Orientation and Development

for Government Workers

Management, mid-
memt, & fleld level
povarnment workers
participating in
Citanduy II imple-~
mentation

TABLE 1
age 3 of 3

SUBJECTS , PURPOSES

« Savings and what they mean
to the individual and to
the community

= Suparvised londing procedures

« Role of the borrower in
loan supervision

= Small-scale farm and enter-
prise management

e Intnrrated financing

« Principles and practices
of various tyvpes of pro=
duction(tailornd to tvpe
of activity to be financed
by bank)

« The role of govarnment in
rural credit (general)

= The goals and objectives of
the rural credit component
of Citanduy II

= Qovarnment's crodit role under

Citanduy II (specific apency =

roles and responsibilities)
= The role of the Banking Snctor
in providing credit under
Citanduy II
« Rural oredit implemontation
policies, puidelines and
procedures under Citanduy II

To enhance loan supervision,
reduce bank overhead, and
improve loan recovery by
educating the borrower and
involving him directly in the
process of his own development

To promote savings and capital
prowth in rural areas as tools
for dovelopment

To provide participants with
a cloar understanding of the
goals, purposes and procedures
of the Citanduy II rural
credit component

To differentiate the roles,
functions and responsibilitiss
of the Government and the
Bankinpg Sector in credit
comporient implementation

To enhance overall project
implementation by promoting
complementation and reducing
duplication of function.

-5 -
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The Citanduy Credit Program will receive periodic evaluation following

EVALDATION PLAN

established GOI and USAID procedure. These evaluations will assess

the credit component in terms of its ability to attain stated inputs,

outputs and objectives, The following shall serve as basic criteria

for program performance eveluationj

b
2,

3.
4,
5

6.

Te
8.

9.

Financial integrity of lending structure

Rate of equity growth within lending structure
Loan repayment rates

Ability of credit system to mobilise savings

Ability of ecredit system to provide desa-level financial
services -

Ability of credit structure to provide & diversified
lending portfolio

Dogree of vertical integration within rural lending -t;ucturo

Presence within lending structure of an effective management
information system

Institutionalized mmagement and personnel development
program within lending structure

In addition to the evaluation mentioned above, primary implementing

agencies will conduct & number of surveys, studies and reports which

will generate informaticn necessary for evaluating the: a) operational

officiency and relevance of the organisation and management of the

progran; b) ability of program to accomplish scheduled targetss

¢) socio-economic impact of the program; and d) effect of the program

upon the quality of life, attitudes and social avareness of target

beneficiaries.

/38



/39

III. C. LENDING POLICIES, GUIDELINES AND PROCEDURES FOR

CITANDUY II SUPERVISED BXPD/EKK SUPERVISED

RURAL LENDING (Draft)




/Yo

LENDING POLICIES, GUIDELINES AND PROCEDURES

FOR CITANDUY II SUPPORTED BKPD/LPK SUPERVISED RURAL LENDING

DRAFT

THE BANK PEMBANGUNAN DAERAH JAWA BARAT
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LENDING POLICIES, GUIDELINES AND PROCEDURES

FOR _CITANDUY II SUPPORTED BKPD/LPK SUPERVISED RURAL LENDING

The following policles, guldelines and procedures are hereby
promulgated by the Bank Pembangunan Daerah Jawa Barat to govern
the lending operations of the rural credit program sponsored

by the Citanduy II Project.

The Bank Pembangunan Dgerah Jawa Barat is charged with the
responsibllity of managing the Citanduy Rural Credit Program
in the provinc; of West Java. As such the BPD West Java will
oversee the lending activities of the Bank Karya Produksi Desa
(BKPD) and LemPaga Perkreditan Kecamatan (LPK), which serve

as secondary lending institutlions, in the four kabupaten of
West Java participating in the Citanduy II Project; namely,
Tasikmalaya, Clamis, Kuningan and Majalengka.

/Y3
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ARTICLE I. GENERAL PROVISIONS

SECTION 1. Definition of Terms

Unless otherwise specified, the following terms used in these

Lending Policles, Guidelines énd Procedures shall mean:

a) Bank Pembangunan Daerah Jawa Barat (BPD) - The primary

lending institution under the Citanduy Rural Credit Program

for West Java.

b) Bank Karya Produksi Desa (BKPD) - The secondary lending

institution under the Citanduy Rural Credit Program for

West Java.

¢) Badan Perencanaan Pembangunan Daerah Jawa Barat (BAPPEDA) -

The planning body for regional development in West Java
which coordinates credlt policy and program planning with
the BPD.

d) Citanduy II Project - A bi-lateral riverbasin development

project supported by the Governments of Indonesia and the

United States of America.

e) Citanduy Rural Credit Program (CRCP) - The credit component

of the Citanduy II Project which provides financial services
to project beneficiaries through the BPD/BKPD/LPK lending

structure.



f£)

g)

h)

1)

3

k)

/Y5

Equity Fund (EF) - A fund managed by the BPD which.provides

supplemental equity on a loan basis to selected BKPD/LPK
participating in Citanduy Rural Credit Program implementa-

tion.

- Guarantee Fund (GF) - A fund contributed to by partici-

pating BKPD/LPX and managed by the BPD which serves as
an insurance of last resort to protect the solvency of
BKPD/LPK against losses resulting from bad debt, mis-

management or other causes.

Institutional Development Fund (IDF) - A fund created

under the €itanduy Rural Credit Program to provide direct
capltal assistance to upgrade manpower, equipment and
facility capabilities of primary and secondary lending
institutions participating under the program.

Loan Fund (LF) - A fund, managed by the BPD, which provides

source capital for on-lending purposes to program partici-

pating BKPD/LPK.

Instruksi Gubernur No. ~ A special instruction

1ssued by the Governor of West Java which sets forth certain
general lending policies and procedures for implementing

the Citanduy Rural Credit Program.

Lembaga Perkreditan Kecamatan (LPK) - Secondary lending
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institutions operating in certain rural areas of West Java.

1) Pos Desa - Village financial posts operated by the BKPD/LPK
which serve as vehicles for bringiné crédit services to
rural areas, providing a wider geographic distribution of
financial services and assisting to improve credit super-

vision in rural lending.

m) United States Agency for International Development (USAID) -

The agency of the United States Government which provides

project assistance to the Citanduy II Project

n) Disposable Earnings - Refers to the balance of net income

plus non-cash expense items.

o) Kelompok Tani - An associatlon of farmers for the purpose

of enhancing farm production and loan supervision.

SECTION 2. General Credit Policles

a) The extension of credit to borrowers shall be consistent

with sound lending and business principles.

b) A loan to an eligible borrower shall be based upon sound
credit factors. It should be in an amount sufficient to
accomplish the purpose for which 1t 1s intended and 1t

should provide terms and conditions which reasonably assure



c)

d)

e)

)

s')

/97

repayment and protect the borrower's credit worthiness,

The BPD shall pursue a policy of encouraging sustained
capital growth within participating secondary lending

institutions.

A policy of encouraging rural savings mobilization shall

be actively pursued.

The BPD shall pursue a policy of diversified lending
in order to better meet a broad range of credit services
required by borrowers and reduce loan loss by spreading

risk over a wider range of lending activity.

A policy of providing total package financing for small-

scale enterprise will be pursued provided that:

1) the amortizations of the term loan component must be
repald from disposable earnings of the business activ-

ity; and

2) seasonal and/or commodity loans shail be repaid as
inventories of financed commodlties or products are

sold and proceeds collected.

As a matter of policy‘all lenders and borrowers will be
required to make an investment 1n a loan guarantee system

to be managed by the BPD and BKPD/LPK, the mechanics of



h)

1)
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which are described under Article I, Section 7, Procedures

Governing Loan Guarantee and the Use of the Guarantee Fund.

As a matter of policy all program participating secondary
lending institutions will be required to observe a maximum

debt-to~equity ratio of 5-to-1.

General credit Pollcles as presented in the Instruksi

Gubernur No. dated ' s @8 may be

ammended from time-to-time, shall be observed for all

program related BKPD/LPK supervised rural. lending.

SECTION 3. General Credit Requirements

Credit may be granted on the basis of careful analysis of, but

not limited to, the following credit factors:

a)

b)

Management - An individual, family or business enterprise
feeklng credit should be able to demonstrate the presence
of responsible, competent management to oversee activities

to be financed.

Loan Purpose and Terms - The purpose shall be for such

constructive uses as are defined under Article II, Sectlon
2 and Article III, Section 2. The terms shall be in
accordance with those prescribed under Article II, Section

4 and Article III, Section 4.

/98



¢) Repayment Ability -~

d)

e)

1) Seasonal and Commodity Loans (Working Capital Loans) -~
The detérmination of the repayment ability of seasonal
loans requires an analysis of the borrower's ability
to properly utilize the loan. A seasonal loan should
be related to the value of the current assets of
activities being financed and to the adequacy of
liquid working capital to margin.

2) Term Loans (Investment Loans) - The determination of

repayment abllity requlres a thorough analysis of the
adequacy of historic and projected cash flows resulting
from operating margiﬁs, or retains out of payment for
products, or from scheduled investments that will be

avallable to meet loan repayments and bulld net worth.

Financial Condition and Operation - Sound financial condi-
tion and operations Implies the abllity of the borrower to
honor obligations, continue as an effective business entity
and protect the lender from undue risk in case of adversity.
Financial and operational analysls is an important pre-

requisite to all lending activity.

Economic Environment - A thorough analysis of the economic

environment surrounding specific activities to be financed

by secondary lending institutions shall be made prior to

/79
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initiating lending operations.

SECTION 4. Authorized Lenders

The authorized primary lending institution under the Citanduy

Rural Credit Program is the Bank Pembangunan Daerah Jawa Barat

(BPD) together with its branch offices operating within pro-

Ject affected areas of West Java.

Authorized secondary lending institutions are Bank Karya Pro-

duksl Desa (BKPD) and Lembaga Perkreditan Kecamatan (LPK)
operating within the four West Java kabupaten of Clamis,
Tasikmalaya, Kuningan and Majalengka which qualify by virtue

of their 1ndividual performance as measured against a system of

BKPD/LPK classification prescribed by BPD.

SECTION 5. Types of Financing

a) Seasonal and Commodity Loans (Working Capital Loans)

Seasonal operating capital and commodity loans may be
extended for agricultural production purposes as well as
assisting rural trade and small-scale 1ndusfry by provid-
ing operating funds and by financing increases in inven-
tories and receivables that shall be liquidated within a

period of twelve months or less.



b) Term Loans (Investment Loans)

Term loans may be granted for long~term or permanent
working capltal, for facilities and other non-current
assets. Such loans will be made on a priority basis to
agri-business or agri-industry which support increased
agricultural productlion, income and employment in expan-
sion areas of the Citanduy II Project. Term loans shall
be payable on an amortized basis within a period of one

to ten years.

SECTION 6. Procedures Governing the Use of the Loan Fund

Funds for lending purposes will be held in a special account
of the BPD known as "Loan Fund." The BPD shall manage this
account. Annually, or at such more frequent times as may be
approved, the BPD shall extend funds from the Loan Fund to
secondary lénding institutions, BKPD/LPK, for specified
periods of time for use in lending. In order to receive funds
from the Loan Fund a BKPD/LPK must be able to plan its annual
capital resource needs and it must qualify as a_lending insti-
tution within the proJect area which is in good standing
according to criteria as measured by a BKPD/LPK classification
system prescribed by BPD. Any BKPD/LPK which accumulates a

past due loan portfolio in excess of twenty-five percent (25%)
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of its total current loans outstanding shall not be permitted
to continue receiving funds from the Loan Fund. Such BKPD/LPK
may resume using the Loan Fund when the percentage of 1ts past
due account is reduced to twenty-five percent (25%) or less

of current loans outstanding.

At least fifty percent (50%) of the Loan Fund shall be allo-
cated for agriculture, while for small industry and trade an
amount not exceeding twenty-five percent (25%) respectively

may be utilized.

BKPD/LPK receiving funds from the Loan Fund shall be charged
an administration fee of one percent (1%) per month on the
total funds received. Payment of the administration fee shall

be made to the BPD branch bank concerned on a monthly basis,

SECTION 07. Procedures Governing Loan Guarantee and the

Use of the Guarantee Fund

The "Guarantee Fund" shall serve as an insurance of last resort
to protect the solvency of the BKPD/LPK. It shall be managed
by the BPD. Each BKPD/LPK receiving funds from the BPD-managed
Loan Fund will be required to deposit annually three percent
(3%) of the total amount of its cumulative outstanding receipts
from the Loan Fund into the Guarantee Fund. These deposits

shall continue until a particular BKPD/LPK has accrued an
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unimpared investment in the Guarantee Fund of ten percent

(10%) of the cumulative outstanding Loan Fund receipts for

any given period. If the BKPD/LPK'S investment in the
Guarantee Fund 1s reduced below the ten percént (10%) of
cumulative outstanding receipts from the Loan Fund, due to
losses charged against the Guarantee Fund or because of
expanded use of the Loan Fund, the three percent (3%) annual
guarantee retention program shall be resumed and shall continue

until the ten percent (10%) level is agaln reached.

In addition to the BKPD/LPK investments in the Guarantee Fund,
borrowers shall also participate directly in loan guarantee. ‘
Each borrower Shall be required to invest an amount squivalent
to two percent (2%) of each loan into a separate interest
bearing guarantee account to be managed by the BKPD/LPK. The
BKPD/LPK shall hold funds so invested in reserve., In the event
of loan default, borrower Investments in loan guarantee accounts
managed by BKPD/LPK shall be the BKPD/LPK's first line of
insurance for loan repayment. If such loan guarantee Ilnvest-
ments are inadequate to cover all of the loss incurred, the
BKPD/LPK shall absorb the remaining loss. However, if such
remailning loss should threaten the solvency of the EKPD/LPK,
éhen the BKPD/LPK shall be entitled to call upon the Guarantee
Fund, managed by the BPD, to prorate that portion of loan loss
threatening the solvency of the particular BKPD/LPK. In such
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cases the Guarantee Fund shall prorate such remaining loss

with the BKPD/LPK on a percentage ratio of 85-to-15.

SECTION 8. Procedures Governing the Use of the Equity Fund

Funds for BKPD/LPK equity expansion shall be held in an
"Equity Fund." The BPD-managed Equity Fund shall be used for
the purpose of supplementing existing capital in secondary
lending institutions whose debt-to-equity ratio is greater
than 5-to-1 in order that these institutions, where determined
appropriate, may expand thelr volume of lending quickly

enough to address program credit demand needs. All equity in-
vestments made through the Equity Fund to BKPD/LPK shall be

on an as-needed case-to-case basis. The BPD shall determine
if and to what degree equity supplemental support is required
by a given BKPD/LPK. This determination shall be made after
careful analysisis éiven to the respective lending insti-
tution's business operation and financial condition. If a
determination 1s réaghegvgbat_a given BKPD/LPK requires
additional capitalization prior to receiving initial or
expanded funding from the BPD-managed Loan Fund, the given
BKPD/LPK must agree to share in any required capital expansion
at a ratio of 1-to-1 with the Equity Fund. Equity investments
originating from the Equity Fund shall be treated as an in-

vestment loan and shall be made in the form of perferred



/55"

-12 -

cabital investment and shall be retired in'equal annual
installments over a fixed term, not to exceed fifteen (15)
years, and replaced with BEKPD/LPK-owned equity. BKPD/LPK
shall pay an annual administration fee to the BPD of three
percent (3%) on the outstanding balance of funds received from
the Equity Fund. Retlired equity investments shall cycle.back

into the Equity Fund for reuse.

SECTION 9. Loan Monitoring and Servicing

a) The BKPD/LPK shall monitor loan performance at regular
intervals through Pos Desa and fileld vislts conducted by
BKPD/LPK Shpervised Credit Officers (SCO). The credit
officers shall report any irregularities or non-compliance
with loan terms to BKPD/LPK Management upon detection,
the ;ater taking whatever appropriate action requir~d for
the situation. In the case of gross irregularity or
credit agreement non-compliance, the BKPD/LPK Management
shall be requifed to immediately notify the branch repre-
sentative of the BPD West Java.

b) Management of the BKPD/LPK shall monitor and supervise all
loans made according to current regulatlions prescribed

by the BPD West Java.

¢) The BPD West Java, and its branches, shall be responsible
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for overall technical monitoring and supervisién of

Citanduy supported BKPD/LPK supervised rural lending.

SECTION 10. Reporting

a)

b)

c)

d)

The BKPD/LPK as executive manager of Citanduy supported
rural credit shall make monthly reports on the status of
program credit activity. No later than the 5th day of

each month such reports shall be submitted to the BKPD/LPK
Inspector, BPD branch bank, and BAPPEDA at the kabupaten '
level and to the Sub-District Head (Camat) at the kecamatan

level.

Upon receipt of the regular monthly report the Inspector
BKPD/LPK, in the name of the BKPD/LPK Supervising Board,
shall send by the 15th day pr each month'a consolidated
district level report to the BKPD/LPK Supervising Board
at the provinclal level, to the provincial BAPPEDA office
for West Java, and to the BPD West Java Central Office,
with coples furnished to the BAPPEDA district office and

.to the P3RPDAS office located in Clamis.

The BPD branch office shall also be required to submit a

monthly program status report to the BPD Central Office.

The BPD Central Office shall, by the end of each month,

furnish a program status report to the Governor of West
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Java and to che provincial BAPPEDA office.

e) The BAPPEDA provincial office shall send quarterly program
status reports to the Governor and to the Minister of

Home Affairs.

) The Ministry of Home Affairs shall furnish program status

reports to USAID on a quarterly basis.

g) The format and form of the above mentioned reports at each
level shall be prescribed prior to initial lending activity

by the BPD West Java.

SECTION 11. Default; Foreclosure

In cases where diligent collection procedures fall and where
forbearance 1is’ not deemed advisable, the BKPD/LPK shall take
immediate action deemed appropriate under the circumstances
and shall promply notify the appropriate BPD branch office

of such appropriate action.

The right to foreclosure of real/chattel mortgages, pledged
commodities and assigned assets becomes effective from the
time the borrower defaults in the payment of loan amortizations,

loan service fees or violates any condition of the loan terms.
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SECTION 12, Effectivity: Ammendments

These Policies, Gulidelines and Procedures shall take effect
upon approval of the Governing Board of the BPD VWest Java

and may be ammended from time-to-time.

/58
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ARTICLE II. SHORT-TERM LENDING

SECTION 1. Borrower Eligibility

Within the four kabupaten of Tasikmalaya, Clamis, Kunignan
and MajJalengka, all corporations, entities, groups or private
individuals engaged in trade/service, agricultural production,
processing, storage, marketing or exportation of agricultural
products and importation/manufacture/distribution of farm
machineries and equipment, fertilizers, etc. used for agri-
cultural production shall be qualified borrowers. However,
BKPD/LPK can grant agricultural production loans only to a
farmer, group Sr farmers, or a cooperative owning or culti-
vating as tenant, lessee, etc. not more than fifty (50)
hectares of as?icultural land in geographic areas designated

"expansion areas" under the Citanduy II Project.

SECTION 2. Loan Purposes

* Short-term loans may be granted for the following purposes:

a) Agriculture

1) Farm expenses like labor in connection with the prepar-
atlion, planting and cultivation of the farm and with
the harvesting, transportation, storage and marketing

of products;
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3)

k)

5)

6)
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Purchase of seeds, fertilizers, work animals, imple-
ments and equipment necessary for the operation of
the farm, or for the hire of such work animals, imple=-

ments and equlpment;

Purchase of animals such as poultry, ducks or fish

for breeding purposes;

Minor repairs, construction or improvements in the
farm or fishpond which are necessary and proper to

maintain or increase productivity;
Payment for current taxes and lrrigation fees; and

During the period between production and marketing

of farm products, limited consumption financing for
food, clothing and shelter and for basic elementary
and vocational education of borrowers and their

families.

b) Trade

1)

2)

Finance credit needs of petty traders, including new
business establishment, working capital and petty

equipment needs; and

Finance short-term credit needs of service sector

related enterprise,.
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¢) Industry

1) Pinance short-term working capital, seasonal and
commodify loans of small-=scale industry for manufac-
“turing, processing, marketing, storage and distri-

bution of agricultural and non-agricultural products.

SECTION 3. Amount of Loans

The amount of loan shall be determined on the basls of the
actual needs and viability of the projJect to be financed, but
the loan shall be granted only to the extent of the amount
applled for, tgking into conslderation the applicant's capacity
to pay. In the case of trade and agricultural production loans,
which are generally unsecured, the amount or size of loans shall

be determined in accordance with the following rules;

a) Loans for Petty Trade/Service

Up to Rp 100.000, per eligible borrower.

*b) Loans for Agricultural Production

1) Production of Rice and Feedgrains

Fifty percent (50%) of the value of the borrower's
established production in the previous year, or if this

is not available, nor more than fory percent (40%) of
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"the estimated market value of the expected harvest

from the projec! to be financed. This amount may be
inereased to fifty percent (50%) of the market valne
of the estimated harvest from such project during the

month immediately preceding harvest time.

Production of Clove, Coconut, Sugar, Coffee, Cacao,

and Other Non-Perishable Crops

Forty percent (40%) of the estimated market value of
the expected harvest from the project to be flnanced-
based on previous production records or in the absence
thereof, on production records of similar plantation

in the locality.
Production of Perishable Crops

Thirty percent (30%) of the production of the previous
year,or if this 1s not available, of the estimated
market value of expected harvest from the project to

be financed; provided that, in case of loans for fruit
production like bananas, mangoes, citrus and others,

in the absence of previous production records, a loan
shall not be granted until a sufficient number of fruits
shall have attained such sizes as to provide a safe

basis for reasonable calculation.

/6
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4) Livestock, Poultry and Fish Production

Forty percent (lU0%) of the appralsed value of the stock
existing at the time the loan 1s granted. If a new
project is being financéd, initlal stock may be financed
in an amount equivalent to seventy percent (70%) of the
projected market value of the stock or its marketable
progeny or produce maturing within a period not ex-

ceeding 360 days.
5) Storage, Transportation and Marketing of Parm Products

To the extent actually necessary for the purpose.

Where the BKPD/LPK has taken possession or has effective
control of the agricultural products given as securlity,
the amount of loan may be increased to the extent of
seventy percent (70%) of the market value in the case

of rice, corn and sugar, and sixty percent (60%) of

the market value of the stored crop in the case of

c¢love, coconut, coffee and other non-perishable crops.

SECTION U4, Loan Periods

a) Agriculture

Agricultural loans shall be granted for a period not

exceeding 360 days. For specific project/crops, the
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maximum maturitlies are as follows:

1

2)

3)

Project/Crops

Farm Crops

Rice

White Corn

Sofghum, Soybean & Yellow Corn
Citrus and Mango

Cotton

Banana, Cassava, Coconut, Sugar
Clove, Coffee, Ginger, Papaya, Plneapple

Poultry, Fish & Livestock

Poultry (Broiler)

Fish

Ducks and Rabbits

Goats and Sheep

Poultry (:2gg), carabeef, cattle fattening

Vegetables

Mustard, Chlnese cabbage
Sweet corn

Cabbage, carrot, cauliflower, glant
pepper, sweet potato

Beans, cowpea, cucumber, garlic,
Irish potato, melon, okra, peanut, peas

Bitter melon, eggplant, tomato
Onion

Winged bean, squash

Lamtoro forage

210
150
180
210
270

360

120
120
200
270
360

90
130

150

180
210
270
300
360

/6Y

Loan Period (days)
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b) Trade

Loans for trade and service shall be granted for a period

not exceeding 90 days.

¢) Industry

Loans for small-scale industry shall be granted for a

period not exceeding 360 days.

SECTION 5. Collateral Reguirements

BKPD/LPK may or may not require collateral from borrowers.
Where loan secyrity and supervision procedures are judged
adequate based on performance or where individual borrowers
~ave demonstrated credit worthiness, collateral requirements
nay be reduced or walved. Whenever necessary and to insure
reasonable safety, agricultural production and petty trade
loans may be secured by any or a combination of the following:
- Real estate mortgage if avallable;
-~ Chattel mortgage on standing crops, existing poultry
or livestock or on the object filnanced;
- Pledge of warehouse receipts of stored crops in bonded
warehouses;
- Signature of two co-makers acceptable to the BKPD/LPK;
provided, that in case of a farmer who i1s a member of a

group, the group members may act as co-makers.
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Other forms of acceptable collateral include:

a) Unencumbered Real Property

b)

1)

2)

3)

Private lands with torrens title.

Unregistered private lands, whose owner can show five
years or more of peaceful, continuous and uninter-

rupted possession.

Homesteads and free patent land covered by applications
which have been approved but 1ssuance of title 1s sti1ll

pending.

Unencumbered Personal Property

1)

2)

3)

Bonds and securities issued by the government or by
any of 1ts agencles and instrumentalities which are
fully guaranteed by the government. Such bonds and

securities may be accepted at face value.

Stocks and other securities 1ssued by reputable com-
mercial, industrial and other private companies or
entitles engaged in non-speculative business, up to

fifty percent (50%) of their market value.

Expected harvest or production from the project to be
financed, or growing crops, up to the extent allowed

under Article ~, Section 3.b), Amount of Loans.
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4) Warehouse receipts issued by bonded warehouses covering
stock deposited 1In said warehouses to the extent allowed

under Article II, Section 3.b), Amount of Loans.

5) Any other personal property up to fifty percent (50%)

of its fair market value.

SECTION 6. Loan Releases

a)

b)

General

Proceeds of the loan are placed in speclal loan accounts
in the name of the borrower from where they are released
aécording to the schedulé of loan releases as contained in
the approved loan application form. These releases may
elther be lump sum or staggered according to need. 1In

the case of agricultural loans providing credit lines of
up to one year for multiple crops/activities or trader
lines of credit financing more than one type of business

activity, staggered loan releases will generally occur.

Use of Purchase Orders

Where possible loan releases for the provision of inputs
in agricultural production lending will be handled through
a purchase order arrangement which will follow the procedure

outlined below:



1)

2)

3)

)
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-Once a Credit Agreement'has been approved and the

borrower receives his loan account passbook he will

be issued purchase orders by the Supervised Credit
Officer, according to his loan needs, for the pur-
chase of certain production inputs such as farm
implements, fertillizer, seeds, etc. Each purchase
order shall indicate the type, amount, and loan value
of each input to be acquired. The name.and address

of the supplier will also be indicated on the purchase

order;

The farmer-borrower will then proceed to the supplier
who through prior arrangement with the BXKPD/LPK will
release the type and amount of inputs indicated on the

particular purchase order to the farmer.

On a weekly basis the supplier will remit all purchase
orders received during that perliod to the BKPD/LPK

for payment.

In the case where no supplier exlsts or where trans-
portation may become a problem for the borrower, the
BKPD/LPK may arrange for perlodic bulk purchases and
deliveries of particular inputs required by borrowers
within a particular area. The Supervised Credit Officer
(SCO) will coordinate with the Kelompok Tani who will




. /69
- 26 -
in turn function as "supplier" of the designated
inputs according to the procedures outlined in 2)

and 3) above.

SECTION 7. Interest Rates

Rates of interest on short-term loans are as follows:

a) Loan terms not exceeding ninety (90) days

Three percent (3%) per month charged against the out-

standing credit balance; and

b) Loan terms greater than ninety (90) days but not exceeding

one (1) year

Two percent (2%) per month, charged against the outstanding

credit balance.

Interest payments shall normally be made together with loan
Installments according to the installment schedule, whether
weekly, monthly or seasonal. However, the BKPD/LPK may, at
its option, collect up to eighty percent (80%) of the estimated
interest payments on certain types of short-term lending in

advance and the adjusted balance upon loan maturity.

SECTION 8. Service Fees and Other Charges

BKPD/LPK may collect charges other than interest on a per=-loan
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basis up to a fixed amount equivalent to two percent (2%) of
the original loan principal, provided, however, that a minimum
charge of Rp 1.000, shall be collected for each loan below

Rp 50.000,. Such service fees shall be collectable in advance.

SECTION 9. Savings

Eligible borrowers are required to invest an amount equal to
five percent (5%) of all approved loan releases in a savings
account, opened in the name of the borrower, to be held by
the particular BKPD/LPK extending the loan. Such investments
shall be made at the time of loan release and shall bear

interést while on deposit acéording to the following schedule:

Time of Deposit Rate of Annual Yield
Less than 1 month 0%
1 nmonth 12%
3 months 15%
6 months 16%

12 months 18%

The savings deposits made as a requirement of lending may be
withdrawn by the depositor upon final loan repayment or left
on deposit to continue drawing interest. At any time during

the period when a particular loan 1s active, or otherwise,

/70
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a borrower/depositor may elect to voluntarily add to his or
her savings, There are no restrictions governing the with-

drawal of these voluntarily invested savings.

Only new borrowers and borrowers who have applied for and
received a loan from a particular BKPD/LPK within the past
three (3) years are eligible to participate in the EKPD/LPK

savings program.

SECTION 10. Marketing Agreement

Whenever practicable, a three-~party Marketing Agreement
appropriate for the products financed shall be executed

between:

a) The borrower who shall undertake to deliver immediately
to the marketing agent an agreed quantity of his produce
whose value 1s at least egquivalent to the amount of

outstanding loan and the interest thereon;

b) The marketing agent who shall undertake to purchase the
borrower's produce at a specified minimum price and to
pay the borrower through the bank within a specified

number of days from actual delivery of the produce; and

¢) The BKPD/LPK which shall undertake to provide the borrower's

credit requirement and to accept payment thereof from the
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marketing agent and apply the same to the borrower's

account and release the excess to him or her, or deposit the

same in his/her savings account with the lending institution.

SECTION 1ll. Lending Procedures

a) Agricultural Lending (Individuals or Groups)

1)

Individual borrowers who can put up the necessary
collaterals may be granted loans without co-makers.
In the case of borrowers who have no acceptable
collaterals, a group of closely-knit farmers within

a Kelompok Tanl (farmers assoclation) may form them-

selves into a borrower group with one of them acting
as production leader. The number of members to com-
pose the borrower group, or Production Unit, will be
left to the discretion of the BKPD/LPK Management and
the Supervised Credit Officer but should not be less
than two (2) and not more than fifteen (15) farmer-
borrowers. The production leader acts on behalf of
of the members in transacting with the BKPD/LPK and
other parties concerned. The Production Unit members
shall sign a Joint Liability Agreement stating their
Joint and. several 1liability for any loan obtained by
any one member from the participating BKPD/LPK;
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3)

)

5)
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-Prospective borrowers sign a loan application and

submit 1t together with other required information,
described in 3) below to the local BKPD/LPK;

Loan applications should be accompanied by :

- a signed Kelompok Credit Committee Certification
which certifies the applicant 1s a member in good
standing of his or her Kelompok Tani;-

- a signed Kepala Desa Recommendation (first time
loan applicants only) certifying the prospective
borrower i1s a resident in good standing within his

or her desa; and

- an executed Joint Liabllity Agreement, where appli-

cable;

Based on the receipt of the above information the
Management of the BKPD/LPK assigns one Supervised
Credit Officer (SCO) to make a credit analysis based
on the feasibility of the business activity to be
financed. Where possible this analysis will be
accomplished at a Pos Desa (village financial post)

near the residence or place of business of the applicant;

Upon the completion of the credit analysis the BKPD/LPK

Manager/Credit Committee shall review all documents
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7
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"submitted and either approve or disapprove the loan

application;

Once a loan has been approved a Credit Agreement and
] .
Marketing Agreement shall be executed at the Pos Desa

level; and

Upoqﬂgpe completion of all loan documents the BKPD/LPK
shall open a "loan account" in the name of each borrower
and release loan proceeds from sald account according

to the manner ang schedule presented in the Credit
Agreement. The borrower shall be presented a loan
account passbook which shall record all debits and

credits to the loan account while active.

b) Non-Agricultural Lending

Non-agricultural lending shall follow the same procedures

outlined in Section 1ll.a) above with the following ex-

ceptions:

1) The provision of Section 1ll.a).l) shall not apply;

2) Vith respect to Section 1l.a).3), only the Kepala
Desa Recommendation shall be required; and

3) The Marketing Agreement mentioned in Section 11.a).6)

may or may not be required (not required for trader/

service loans) by the BKPD/LPK.
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SECTION 12. Loan Repayments

a)

b)

Repayment Schedule

Weekly loan repayments or ihstallments shall be made

each week on the day stipulated in the Credit Agreement
(SKP). Required savings deposits shall be made at the time
of loan release. Loan interest and service charges shall
be collected at the closé of the first week. Installments
on loan principal shall commence on the second week and
continue in equal installments over the number of weeks

specified in the Credit Agreement.

Mdnthly credit repaymenté, together with the payment of
interest, shall be made every month on the day and for

the duration stipulated in the Credit Agreement.

Seasonal credlt repayment shall normally fall due on the
approximate period when income 1s normally available. For
agricultural production lending, repayment will coincide
with the completion of the production cycle at which time
the loan may be paid either 1in cash or in kind according
to the terms of the Credit Agreement. Other types of

seasonal lending may allow for normal monthly installments.

Delinquent Installments

Eorrowers who repay loans on a weekly basis who are delinquent
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in paying their installments on time shall be subject to
a fine of twenty percent (20%) of the interest due on

the scheduled date of payment.

Borrowers whose loans are paid on a monthly or seasonal
basils who pay their installments and interest past the
installment or payment date shall be subjJect to a fine
of twenty percent (20%) of the interest due on the sched-

uled date of payment.

Repayment In Kind

Where repayment in kind 1s determined apprupriate by
the BKPD/LPK for certaiu types of agricultural lending

the following procedures shall generally be observed:

1) The fdrmer-borrower shall deliver to a designated
collection center a portion of hils farm pronduce
equivalent to his outstanding loan obligation with
the BKPD/LPK concerned and valued at the current
market price, government support price or such other
price as may be agreed to within the Marketing Agree-

ment.

2) From the collection centers, the farm produce shall be

delivered to a designated warehouse, KUD (cooperative)

/7¢

or other marketing outlet as stipulated in the Marketing
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-Agreement. The marketing outlet shall immediately

issue a purchase receipt to sald farmer-borrower for

the produce delivered in payment of the loan.

The marketing agent shall separately credit the cash
value of the marketed produce direct to the EKPD/LPK

concerned.

Upon presentation to the BKPD/LPK by the farmer-
borrower of the purchast receipt, which indicates
the cash value of the produce, the BKPD/LPK shall
credit the borrower's loan account the cash value of
the prgduce along with any interest and/or service
fees still unpaid, thus liquidating the loan account.
Any surplus income will be credited to the borrower
by means of the BKPD/LPK depositing such surplus in

the borrower's savings account.
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ARTICLE III. TERM FINANCING

SECTION 1. Borrower Eligibllity

Within the four kabupaten of Tasikmalaya, Ciamis, Kuningan

and Majalengka the following will be considered eligible

borrowers:

a)

b)

c)

d)

A farmer, group of farmers or cooperative owning or
cultivating not more than fifty (50) hectares of agri-
cultural or agro-forestry land in geographlc areas
designated as "expansion areas" under the Citanduy II

Project;

Corporations, cooperatives, entities or private individuals
engaging or intending to engage in a cottage or agri-

Industry with a capital investment of not more than

Rp 20 million;

A person, group or cooperative engagling or intending to
engage in development of poultry, sheep, goat or cattle

breeding/fattening; and

A person, group or cooperative engaging or intending to
engage in fishpond/fishpen development or in coastal
fishing.
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SECTION 2. Loan Purposes

Term Financing may be granted for the following purposes:

a)

b)

c)

~d)

e)

r)

Purchase of farm land, improved or unimproved, to be

devoted to agricultural production.

Improvement of agricultural real estate for the borrower's

own use and not for speculation.

Production and harvesting needs of agricultural crops

which have production cycles of more than one year.

Acquisition of agricultural or industrial machinery, tools
and other équipment needed in the farm or necessary to set
up an essential or semi-essential rural industry, or for
the improven:=2at or expansion of an industry already in

operation.

Acqulsition or expansion of faclilities, including permanent
working capital, needed in the farm or necessary to the
establishment or expansion of an essential or semi-essential

rural industry.

Purchase of equipmen{. and materials, initial stocks and
the filnancing of facilities and permanent working capital
for livestock and poultry raising, fish culture and coast-

al fishing.
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Other activities relating to agriculture for the production
supply needs, manufacturing, processing, marketing, drying,
storage and distribution of products produced in "expansion

areas" of the Citanduy II Project.

SECTION 3. Amount of Loans

a)

b)

c)

The amoﬁnt of loan shall depend upon the cost of the agri-
cultural project or development plan to be financed, the
actual needs of the borrower, the collaterals offered, the
borrower's capacity to pay and other factors bearing on
the borrower's credit worthiness. The amount of the loan
shall not éxceed ninety percent (90%) of the total project
cost. A ten percent (10%) participation based on total

project cost shall be borne by the borrower,

The amount of the loan shall not exceed seventy percent
(70%) of the appraised value of the immovable property
offered as security, 1f titled, and shall not exceed
rifty percent (50%) of such value, if the property is
untitled.

The amount of loan secured by a chattel mortgage or pledge
shall not exceed fifty percent (50%) of the appraised value
of the object offered as security and, where such objJect

18 new, fifty percent (50%) of the price in the bill of sale.
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d) A given BKPD/LPK shall participate in term financing to
. a limit not to exceed Rp 5 million per project. Loans

may be granted to projects requiring financing in excesé
of this amount provided that the BKPD/LPK enter into a
co-financing agreement with the local EPD branch bank.
Under such co=-financing érrangements the BPD branch bank
may participate in a given loan to a 1limit not to exceed
Rp 25 million. Where proJect lending requirements may
exceed the lending limits of both the BKPD/LPK and BPD
branch bank combined, the BPD Central Office may share
in co-financing arrangement with the BKPD/LPK and BPD
branch bank to a total lending limit not to exceea Rp 100
million. .

SECTION 4. Maturity of Loans

Term loans shall be granted for periods exceeding 360 days.
Loan maturities shall be based on the economic 1ife span of
the object to be financed and the projected cash flow to be
derived from the proJect and in each case they shall not

normally exceed the following:

Project Loan Term
a) Farm implements : I years
b) Light machineries up to 20 HP i years

¢) Heavy machineries over 20 HP b years
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e)
f)
g)

h)

1)

3

k)
1)
m)

n)

o)

p)

q)

8)

t)
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Project

Light trucks

Irrigation pumps and engines

Complete irrigation system development
Sheep/goat breeding/fattening project
Poultry project

Cattle breeding/fsrttening project
Complete development of fishpond
Fishpen financing

Fishing boats up to 20 gross tons
Fishing gear and equipment

1) with fishing boat

2) without fishing boat

Rice mill

Manufacturing of farm lmplements
Woodworking

Manufacturing of concrete products

Handicraft
Permanent working capital

Other cottage and aéri-industries

Loan Tern

5 years
5 years
10 years

7 years with
appropriate
grace perilod

7 years with
appropriate
grace perilod

7 years with
appropriate
grace period

10 years with
appropriate
grace perilod

3 years
10 years

10 years
7 years

10 years with
appropriate
grace perilod

10 years with
appropriate
grace period

5 years with
appropriate
grace period

5 years with
appropriate
grace period

5 years

5 years with
appropriate
grace period

10 years with
appropriate
grace period

/&
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Project Loan Term
u) Purchase of farm land 20 years
v) Improvement of agricultural real estate 10 years
w) Agricultural crops with production cycles
of more than one year 18 months

SECTION 5. Collateral Requirements

Loans not exceeding the lending limits of the BKPD/LPK may

or may not require coilateral from borrowers. On loans
exceeding the lending limits of the BKPD/LPK or where the
BKPD/LPK determines collateral necessary, loans may be secured

by any or a combination of the following:

a) First mortgage on titled or untitled immovable property
and/or chattel mortgage on movable property. In cases
of livestock and fisheries development, the production

stock may be mortgaged.

b) Bonds and securities issued by the government or by any
of its agencles and instrumentalities which are fully

guaranteed by the government.

¢) Any other form of personal property up to fifty percent
(50%) of its fair market value.

SECTION 6, Interest Rates

a) The maximum interest rate, including service fees and
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other charges, which may be charged on loans maturing in
excess of 360 days shall be twenty-four percent (24i%)
per annum, computed at a rate of two percent (2%) per

month.

b) Interest payments shall normally be made together with
loan installments according to the installment schedule
contained in the Loan Agreement. In no case shall interest
be collected in advance for periods exceeding twelve (12)

months.

SECTION 7. Savings

a) The. terms and conditions governing savings shall be the
same as for short-term lending, as described under Article

11, Section 9.

b) Investments in savings under the term lending program
shall bear interest while on deposit according to the
following schedule:

Time of Deposit Rate of Annual Yield

1 to 5 years 18.0%
More than 5 years 18.5%
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SECTION 8. Required Documents

Loan applicants are required to submit to the BKPD/LPK the

following supporting papers and/or documents:

a)

b)

General

Titles for all kinds of projects, tax declarations,
sketch of property and current tax receipts covering
not only collateral offered as security for the loan

but also those relevant to the entire project.

If the loan involves the financing of machinery and equip-
ment, a "pro-forma™ invoice obtalned from authorized
dealers should accompany the loan application. In the

case of construction and installation works, a contractor's

quotation should also be submitted.

Particular Project Requirements

1) For livestock and poultry projects - a building plan
of the proJect together with its bill of materials

and location plan.

2) For fishpond development - a plan of the project
including gates, dlkes and other structures, together

with the corresponding bill of materials.

3) For irrigation pumps - "Water Rights" permit must
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be presented in the event that the water comes from
rivers, streams, and other sources forming part of

the government domain.

4) oOthers
; Feasibility study covering the projects to be
financed
- Projected cash flows
= PFinancial statements
= Other documents that may be required by the

financing institution

SECTION 9. Lending Procedures

a) An applicant must file his loan application in the form

b)

c)

prescribed by the BPD West Java with a qualified BKPD/LPK

in the locality, preferably the one nearest the project to

be financed.

After conductiné the necessary credit investigatlon and
verification of the project to be financed as well as the
corresponding collateral offered, the BKPD/LPK shall‘submit
the appropriate recommendation and endorsement to the

BPD branch bank Credit Supervisor detailad in the area.

The BPD branch bank Credit Supervisor then appralses the

/86
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credit worthiness of the prospective borrower, verifies
the viability of the project to be finahced, prepares
the credit plan, including a.proJect or feasibility
study and submits recommendations on the technical,
management, and financlal aspects of the project,
together with the other loan papers, to the BPD branch
bank Loan Team. In cases where the BPD branch bank
may be involved in co-financing the proposed loan with
a particular BKPD/LPK these documents are submitted

to the BPD Central Office Loan Team.

d) The appropriate BPD Loan Team evaluates and approves the

loan appliéation.

e) Once a loan has been approved a Loan Agreement is executed

between all parties concerned.

f) Following the signing of the loan agreement the lender
shall open a "loan account” in the name of the borrower
and release loan proceeds from saild account according to

the manner and schedule presented in the Loan Agreement.

SECTION 10. Loan Repayments

Repayments shall be scheduled in approximately equal install-

ments of principal and interest, annually, semi-annually, or
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of a shorter period, except in cases where.defbrred payment
plans have been granted, so arranged as to fall due on the
approximate periods of highest borrower's income or when the
principal income of the borrower 1s normally available.
However, financing institutions shall encourage borrowers to
make deposits for amortizatioﬁs for loans on an agreed inter-

val in order to assure repayments as they become due.
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BKPD/LPK:
Applicant Control Numbcr: - Attachnent A pagq 3

LOAN APPLICATION FOR EKPD/LPK SUPERVISED RURAL FINANCING

Applicant Age Occupation
Married to Age No. of Dependents
Residence Education
Location of Farm/Business
I hereby apply for a loan of (Rp )

for a period of days/months/years repayable in installments/full
at the rate of percent ( %) per month/year.(lst time applicant

Yes No )

SPECIFIC PURPOSE OF LOAN: AMOUNT DATE NEEDED ASSETS AND LIABITITIES
As of

Assets: (000)

Cash......... Rp
Real estate.. Rp
Farm Implemts.Rp

SOURCE OF INCOME(PREVIOUS) EXPENSES (PREVIOUS)

Rp Rp Work animals. Rp
Rp Rp Livestk/poult.Rp
Rp Rp Bulldings.... Rp
Rp EducationRp Inventories.. Rp
Rp Fam,Liv, Bp Savings(EBank) Rp

Other........ Rp

- TOTAL..ssees Rp
e FARM/BUSINESS PLAN AND RUDGET Liabilities:

Other loans.. Rp

TOTAL Rp TOTAL Rp

A. THE FARMER AND fHE FARM:

Due date
Area Sharing Terms or No. years in Land Amort... Rp

(ha) System Conditions farming Due date
Owned Period coveredgﬁzegagzbts" Rp
Leased by farm plan —
Tenanted From TOTAL...s... Hp

To_________  NET WORTH... Rp

B. THE FARM/BUSINESS PLAN:

1. CROP PRODUCTION: "AREA TOTAL OPERATOR'S QUANTITY VALUE
Wet Season Crops:(ha) PRODUCTION SHARE FOR SALE

Rp Rp Rp

Dry Season Crops:

Fruit Trees & Others:

2. LIVESTOCK/POULTRY/F1sH PRODUCTION:

3. AGRIBUSINESS/INDUSTRY: # UNITS PRODUCED NET PROFIT
OR_TRADED MARGIN/UNIT
Rp

4, TRADE/NARKETING:

TOTAL Rp Rp Rp
OTHER SOURCES OF INCOME (Non-Farm) Rp
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Attachment A Page 2

C. CASH FARM OPERATING EXPENSES & CREDIT REQUIREMENTS PER PROJECT
1. CROP PRODUCTION: 2. LIVESTOCK/EOULTRY/Egsngg?g:

Borrower's Credit orrower

ltems —-Eguity  Needed Items —Equity _ Needed
Seeds...veese.s Rp Rp Animals...Rp Rp

Land Preparation Feed.seoeuse

Transplanting/ Vet & Drug

Planting...... Supplies..

Fertilizers.... Builéing..

Pesticlides..... ' Labor.....

Weedkiller..... Equipment.

| £:1:1.3 ) Savings...

Equipment......
Savings.eeeeess

TOTAL Rp Rp Rp Rp
Bp Rp_
3. AGRIBUSINESS/INDUSTRY 4, TRADE/MARKETING
Land.eseseesees Rp Rp Oper.Cap. Rp Rp
Buildings...... Savings..
Equipment...... Other:

Operating Cap..
Savings.eeesess

TOTAL . Rp Rp Rp Rp
Rp Rp
D. SCHEDULE OF LOAN RELEASES AND REPAYMENTS:
AMCUNT TO
DATE PURPOSES EE RELEASED  REPAYMENTS LOAN BALANCE
Rp Rp Rp

FARM/BUSINESS ANALYSIS

1. Income from crops, livestock and business (Item B) Rp
2. Cash farm/business operating expenses:
2.1 Borrower's equity (Item C)........Rp
2.2 BKPD/LPK loan (Item C)e.sseeeesss Rp
2.3 Interest payment & other charges..Rp
Net cash farm/business income (1 minus 2).eececscoes
Net income from other SOUPCES.ietestesssrsvessoscsnns
Total net cash income (3 Plus U).eeeevroesecsscosasne
Family living expenses (based on prior period).Rp
Other expenditures (land amort'n, debts, etc.).Rp
Total famlly expenses and other expenditures (6 pIusT)

Cash balance for next cropping/business season(5.-.8)

O O OWN &W
L] - - - - . L]
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Attachment A Page 3

I, , farmer/borrower under the BKPD/LPK
Supervised Rural Flnancing Program, do hereby promise to follow
wholeheartedly the EKPD/LPK Supervised Credit Officer assisting
me under this program. I am aware that to use the proceeds of this
loan for purposes other than those indicated herein is unlawful.

DATE
(Signature of Borrower) (Signature of Spouse)
I, » Supervised Credit Officer assisting
the BKPD/LPK of » shall be primarily responsible

in supervising the farm/business activity of the farmer/borrower
concerned until his loan is fully palid. Failure on my part to ex-
ercise due dlligence in the course of my supervision shall be
grounds for disciplinary action against me.

DATE

(Signature of Sup.Credit Off.)

(223 X X s S22 R 22222 RS XSS RSS2 2RSS RS2SRRSR RSS2 222 ]

I. KELOMPOK CREDIT COMMITTEE CERTIFICATION

Applicant 1s a member in good standing of
Kelompok Tani and qualifies to apply for BKPD/LPK sponsored loan.

DATE -

{(Chalrman Kelompok Credit Comm)

(322222 X A 222222 a2 R 222 222 222 22 X 22 2222222222322 22222222228

II. KEPALA DESA RECOMMENDATION
(First time apllicants only)

Applicant 1s a resident in good standing of desa
and 1s hereby recommnended to participate in BKPD/LPK supervised rural
credlit,

DATE

(Kepala Desa)

HEBERRENARRRERRER AR RRRRERERRRRRRRRRR RN BRRRRRRERRRARBERERRBRERZRRRNRRN NN

ACTION ON LOAN APPLICATION
BKPD/LPX MANACEMENT/CREDIT COLIiITTEE

Loan approved for Rp
Term days/months/years (Signature)
Remarks

(Date)
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I1I1. D, WEST JAVA GOVERNOR'S INSTRUCTION ON CITANDUY

CREDIT PROGRAM IMPLEMENTATION
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INSTRUCTI ONS : 514/XII/ES/83
GOVERNCR OF WEST JAVA

Number 8 581/Inst.2148-Bappeda/83
Enclosures 1 (one)

Aboutbs

GUIDE TO THE IMPLEMENTATION OF
RURAL CREDIT IN THE COURSE OF CITANDUY WATERSHED AREA DEVELOPMENT

PROGRAM, IN WEST JAVA

THE GOVERNOR OF WEST JAUA

Considere s le

4.

That the rurel ersas whers most of the pecpls of
Indongaia live, in Repelita 111 constitutes the primary
ebjedtive for development and in Pelita IV this will
be sccelersated;

That im genaral the secis-econemic life of the people
in rural erecas is way bshind compared te thoess nvihg
in urban arces, especially in the matter of activities
to improve the welfars ef the rurel populationg

That ia the course of implomenting the Regional Dovelop-
mant Program, in the Cintanduy Watershed Ares in parti-
cular, funds have beer made availabls for use in assist-
ing ,he paople with capital in the form of crsdit with
rolatively light terms for the economically weak whose
activities cover such soctors as Agriculture, Seall
Trods/Industry end Commerces

That the Bank Pembengunen Dasrah Jawa Barat end its
branches close to tha Citanduy Wotershed Area, based

on experience are considersd copable to manage the

funds in paint 3 (three) abeve through the Benk Karya
Produksi Desa (BXPD) and or the governmont owned

Lembags Perkrediten Kecamotan in the Kabupaten concerned,
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KEEPING IN MINDs 1, Law No,5 1974 on Regienal Covernmentaj
2o Lavw %0.5 1979 on Rural Governmentsj

3e Instructions of the Minister of Domestic Affeirs
Noe23 1982 about the Guide to Regional Devslopment
Isplementation in the ceurse of Regional Development
Program}

4, Vest lava Regional Reguletions No, 13/0P,040/Pd/1979
about the Masterplan of West Java Reglonal Dsvelop-
aent}

S, Uest Jave Regional Regulations No.11/PD-DPRD/1972
dated June 27, 1972 about the Establishment of the
Legal position of Bank Karya Pembangunan Dasrsh Jswa
Barat, Jo. West Java Regional Regulations No,1/Op,040/
PD/78 dated June 27, 1978, jo. Weat Java Regionsl

Regulations No.23 1981 dated December 12, 1981;
West
6o Letter of Decicion of the Governor of/Jeva No,584/

SKe87, Binsar/83 dated Jemuasry 15, 1983 about the

- Appeintment of Bank Pembongunan Dasrsh Jaws Barat as
-the Banking Technical Supervisor of ths Lembaga Per~
kreditan Kecamatan in West Javaj

%4 Lotter of Decision of the Gaverner of Weet Java No.
40/8-1 /Pen/5K/65 dated December 21, 1965 (isproved
on March 15, 1966) about the Founding ef Village

» Production Bunks and Villege Production Storages in
Rural Areasj

8, Letter of Decision ef the Governor of West Java
No.446/A,111/5k/1973 about the Founding of Credit
Institutions in West Jevaj

. Be¢ Lotter of Docision of the Governor of Waest Java Ne.
%266/AeI11/5K/1975 about the Stiuplation of the Number
+ of Mgmbers of the Supervisory Board of BKPD and LPK
in 1975,
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Study results, observations, preposals end suggestions from
Progrem/Preject officers including the consultatns, im
various feruas in the course of Citanduy Watershed Ares
Oevelopment Programg

Letter of Explanation of iho Pinister of Domestic APfaris
No,126/1214/Bangda/1982 dated July 19, 1982 sbout the
Explenation of the Implementatien of the Citanduy Watershed
Ares Development Progrem 1992/1983,

GIVES INSTRUCTIONS
The Managesent of the Bank Pembangunan Daarsh Jsws Barat.

Bupatis/Supervising Board of BKPD/LPK of Kabupaten Ciamis,
Tasikmalays, Majslengka and Kuningame

Vertical offices connected with Citanwy Watershad Ares
Dsvslepaent Program,

Provide Rural Credit for verieus sctivities connected with
sach. step of the implesentation ef the Citanduy Watsrshed
.Area Devolepaent Program in sccordence with enclosed
Ingtructions,

Pake-.use of the Credit Institutions i.e. the BKPD and the
LPK in, the areas concerned in keeping with the Instructions
_of;the Minister of Dcmastic Affairs No,23 1962 dated April
8, 1982,

. Mg‘hm cooperation with government epparatus in the regi-

ons, including verious offices and institutions, in the
,matter of information/reporting system ss well as in
connection with the aspects of rssponsibility,

SECoER 2. Thie inatructione 19 offective from the date of stipulation with
the, undexstending that in future if any errors are found and er
there ars new developments in the implementation, changes will
be made sccordingly, '

Stipulated in BANDUNG
om s 10 DEC 1983
GOVERNOR OF WEST JAVA PROVINCE

HaAs KUNASF]
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ENCLOSURE
INSTRUCTIONS OF THE GOVERNOR OF WEST JAVA

Nuaber
Date
Abeut s

GUIDE TO THE IMPLEMENTATION OF RURAL CREDIT
1N THE COURSE OF CITANDUY WATERSHED AREA DEVELOPMENT PROGRAM
wEST JAVA

- CHAPTER 1
GENERAL STIPULATIONS
Article 1

General

(1) The Citanduy Vatershed Area’s Rursl Credit Project is a credit develop-
sent activity connected with various efforte of the pecpls related te
the objectives and targets of the Program/Project as & whole, covering
Kabuwpaten Ciamie, Tasikmaleys, Majalengke and Kuningam,

.,(2_\ m‘k.gr.dlt,l.i)gao provigsion of credit for capital at sasy procedure
and light terms te individual or group enterprises te encourage and

direct .the enterprises concerned in keeping with the targets.
. business
(3) various/activities of the people meen individual or group efforts in

the figld of agriculturs as well as non-agriculture in the development
aray. or related to and influence positively the conditions in the
dovelopment area concernsd.

{4) .Deaignated banking. institutions may manage rural credits in the course
.of Citanduy Watershed Area Development Programs in this cese it is
.the -Bank .Pembangunan Desreh Jawa Barat, while the distribuling institu-
tions are. the Bank Karys Produkei Desa (BKPD) and er the Lembega Per-
krediten Kecematen (LPK) and their apparatue,

Article 2

Strateqy of Implementation

(1) The technical etrategy of credit ectivity is determined by way of prieri-
ty of credit provision to the sconomically weak greup, to - in tume -
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schigve the targets which are strongly end closely connected with the
growth of business, through incrsassd production in the course ef In-
cressing and equally distributing the incoms in keeping with the object-
ive of the progrem. :

(2) The provision of credits should be based en reducing the burden and
oreating esasy facilities for the clients by detsrmining e reletively
low interost, cest of transportation, ths working time lost aad simpli-
fication of credit procsdures; this cen be done by establishing the
service at close proximity to the people i,e, by fourding Village Posts}
howevar, ths develepment ef such an inetitution should becoms stronger
and firmer as the result of subsidies as componsstion for the chorging
of the rslatively low interest,

Article 3

0Ob fectiv d 9

(1) The general objective of the rurel credit is teo snabls the people,
particularly the farmers and fars laborers to buy the necessary techne-
logical inpute, to participate, in particulsr, in the progrem of upland
sgriculiural technelogy extension and other activities that could support
the growth of public sfforts outside agriculture.

(2) -Te iaprove the-welfare of tho people by incressing snd squally distribute
.ing the income, in keeping with the improved cepability of the management,

{3) Tha target arsa.ef the rural credit progrem is the Upper Watsrshed Area,
the borders and scope of which have been determinad in the Plen for ths
.Developmant of, the Arsa, taking into consideration the intersction of
sotivities outside the arsa (Processing end Marketing Centers)e

(4): The target.of: credit development and provision is te obtain optimal
benefits/optind zing of the following factors:

.= Fareland ,and other lands that require conirol in their use end
procassing,

.» farmers organizations, including connected sctivities,

.~ Integeated farm technology including the technologies of other
astivitiss,i softvare as well as hardware having a cennectien with
the efforts to incresse and monitor the targets,
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(2)

(3)
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« Farwers cooperative, covering the activities of the pesple in rural

‘ areas which go in the direction of institutionalizing rural sconomy,

« Rain capital of the farmser which will strengthen and prepare the
sctivitios in ~' lous seclers through businesss facilitiss, awarsness
and increase of public savinge.

Te increase production in rurel arses and to fecilitats its sarketing,

To increase the role ef the Bank Pembangunon Desrah Jawa Barat in keep-
ing with its function as a Devalopment Bank and to strengthen the
position of the BKPD and er LPK as the motor of rurel economic ectivi-
ties, so that they bacome the partners and supperters of public efferts
in verious soctors.

CHAPTER II
ORIGIN AND ALLOCATION OF RURAL CREDIT
FUNDS
Article 124

The funds for the rural credit project coms from the Citenduy Watershed
Arsa Development Program funds which have the status of funds that are
dietributed by the BPD Jewa Barat,

Distribution of the funds is as follows:

= Funde for the credit project which comes from the Cilanduy Watershed
Aree Development Progrem will be received by BPD Jawa Barat,

« At BPD, part of the funds are managed by the BP0 Jawa Barat and the
remainder which constitutes the loan fund will be allocated te
BKPO/LPK. participating in the project through the BPO branches in
the areas concerned. '

« [Fres BKPO/APKy, directly or through the Village Posts, ths funds are
distributed te the people who need a credit,

The funds consist of's

e Loan Fund, 72.4%

be Guarsntee Fund, 7%

c. Equity Fund, S%

de Institutional Oevelopment Fund, 15,6%,
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(4) The funds in peints a te c sbove circulstive in neture and should grews
basides this, they also functien as business liquidity fund in the
programj the funds together with all tho%opoctl of growth in the end
becowe the possession snd responsibility of the Uest Jeva Provinclal
Gevernment, tn be developed in time and or determined etherwdesc eccord-
ing te requirements in the course of regional developmant as a whole,
While the fund in paint d constitutes a subsidy for the manegement and
development of the lcan, .

(5) The allocation of the loen fund is at least ‘SOX for agriculture, while
for small industry and trade, not more than 25% respectively, '

(8) The guarantes fund will be managed by EPD Jawa Berat; the purpose and
v objective :is to distributs the risk of stagnation by way of insuring
each lean against thie fund,

(7) The Equity Fund will be managed by the BPD Jewa Barat; the purpose and
objective is to assist BKPD/LPK in the form of longters lean whose Debt

. Equity Ratie is lower than the determined ratie,

(8) The lnetitutional Develepment Fund constitutes a subsidy for the menage-
ment -and. nerd toring of the lean and the allaocation is made by 6PO Jave
Barat upen:the appreval by Bappeda of West Jeva, based on the managerial
plan end. development of rural credit, starting fros the Province right
down to the BKPD/LPK,

The subsidy for the first year will gradually be made smaller and them
.abelished by tha and of the progrem when each loan management institutiom

has been able to be salf supperting.
(%) Further, rulings on the funds will be made by BPD Java Barat.

CHAPTER 111
LOAN DISTRIBUTING INSTITUTIONS
Article 5

{1) The distributien of the Punds in Chapter 11 article 4 above i» nade
. through tha 8ank Pembangunan Daersh Jewa Barat and its branches near
the Citanduy Watershed area,
(2) e diatributing institutions directly connected with ihe public whe
neod: Loons ara.the Bank Karya Produksi Desa (BKPD) end or the Leabags
Parkrediten Kecamaton (LPK) by founding the Villege Posts, in keeping
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(2)

(3s)

. (1)

(2)

(3)

(4)

(s) .
. mend ‘is: sutherized, should firet be epproved by the BKPO/LPK Supervising

LKoo

with the ability and effectivity of the abpnr-tuo and facilities of
service located cloce to the project aree,

CHAPTER 1V
TYPE, PERICD AND AMDUNT OF LOAN
Article 6

The fund transferred to BKPD/LPK by BPD Jewa Berat and its brenchss
constitutes & loan with & lean peried of 1 (ons) year and sxtendible
80 long as there ars no othc'x‘*’?sgulauom by the Governor of Wast Jsva.

The BKPDALPK obtaining tihe loan from 5PD Jawa Barat is charged with
administration cast of 3X (three percent) per year az 0,25% per month
of ths emount of theloen received and this should be paid to the

B8P0 Branch concernad,

The funds coaing fros the adminietration cost will bs used by BPD
Jowa Berat to finance the management of banking technicalities and
the management o the funds,

Article 7

The rerel credit distributed by the BKPO/LPK ta the public nesding a
lean, consiste of ¢ pital and investment leane, although during the
Mret ymo‘th. focus will be on working cepital lean,

Repaynent of cepital credit for the egricultural sector is made season-
allyy  fer industry, monthly; trade, weekly and eor monthly,

Repayment of investament credit for agriculture is mads seasonally, for
the industry and trade, monthly,

The. smeunt. end peried of credit, working cepital es well as investment,

.80 adjusted- te:-nseds which are strengthensd by rasults of credit snaly-

sis based on presriety.
Prevision of credit which is over the esmount for which BKPO/LPK Manage-

.Roard cqe the Inepscter of BKPO/LPK at kabupaten level, whils the lmit
#f authorizatiom for credit prevision by the BKPO/LPK Managessnt will
be deterained by the BPD Jawa Barat,
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At timss the interests may be reviewed by the BPD Jewa Barat, depending
on situations,

Article 10

Every :lient 1~ also obligated to meke a savings of about 5% (five
percent) of the emount of credit her receives; payment of ths savings
is made at the sasme time as the realizatien ef the credit,

The depesitor will be given savings intsrest end the time limit of
the deposit that gets an interst and the emount of the dssposii will
be determined later by the BPD Jawa Barat.

The depssit may bs taken out when the credit i{s already repaid,
Article 11 |

The weekly rop&y-entn or installments are made sach wesk on the day
stipuleted in the Credit Agreement (SPK) with the followdng ruless
Depocit is made at the iime of credit realization,

Piynut of cradit interest uithin the first week, whila the mein credit
is repaid in the second week and es on,

FMonthly credit rspaymsnts together with the payment of intersst ie mede
every month on the day stipulated in the Credit Agreement,

Seaagasl credik.repaysent' is made at once, a month after harvest time,
except for debtors/clients whe do certein typss ae stipulated in the
Cradit Agreemapt, ®o0 making it possible for monthly payment o’ intsrest
or other periods of time wvithin the period of the credit concerned.

Article 12

The.weekly: credit: debtor whe pays the installment on the credit and its
interest. past .the peried of time (ons week) when he should pasy (the day

‘and dats slrsady determined in the Cradii Agreement) is fined in the

amount.ef., 20% (tweaty percent) of the intsrest he should pay on the day
already determined in the SPK,

The. menthly end ssasonal credit debtors who pay the installment and
snterest.psst.ihs peried of ono insiallment (for crasdits whoss repay-
ments; are-detezained installment wise) and more than 15 (fifteen) days
for debtors whess repaymesnt, at once, is dus, are fined 20X (twenty
percent) of the interest hs should pay on the day determined in the SPK,
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CHAPTER W1
PROCEDURE OF CREDIT PROVISION
Article 13

(1) Each credit spplicent should meke an epplicatien letter directly te
the Management of BKPO/LPK as well ae through the Village Posts by
filling sut the form made available by locel BKPD/LPX,

(2) The request should ba accompanied by ths recomsendatien from the Village
Chief end or the 0ffices concernets

(3) Bessd on this the SXPD/LPX Management mekes a credit amalysis based en
feasibility of business. :

(4) For spplications considered feasible, the signing of the credit agree-
ment and the cashing ef the credit should be carried out, if possible,
at locations clossst to the debtors (Village Posts). '

. (5) Memitering of clients receiving credits and during the peried of credit
ie carried out cortinuously by:

* = The 0ffices concerned in the matter ef production and marksting,
= BKPD/LPK in the matier of business technics and benking/credit,

CHAPTER VII
ADMINISTRATION AMD BOOKKEEPING

Article 14
rural
-The adninistratien end accounting of the/credits are carried out according

to the procedurss usually spplied by 8KPD/LPK on the basis ef banking technics
and other guidelines from the BPD Jawa Barat in the course of the Citanduy
Vatershed Area Development Programe

CHAPTER VIII
MONITORING AND SUPERVISION

{1) The techpical sepitoring and supervision for the rursl credit in parti-
.cular arm carried sut by the Bank Pembangunan Desrsh Jawa Barat and
its branches in the arsas concerned,

{2) The gensnal monitoring and supervision is carried out according te
current regulations.

(3) Cenersl menitering in various fields is carried out by ihe BKPO/LPK
Supervieing Board,
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CHAPTER 1IX
REPORT MAKING
Article .7

The BKPD/LPK ss the exscutive sanager of the Citanduy Watershed Arsa
rursl credit is ebligated to make monthly reports ea the develepment
of the credit sctivity; within the Sth day of each month at the latest,
the report should be sent te the BKPO/LPK Inspecter at kabupaten leve 1
ond the Branch of BPD Jawa Barst at kebupaten level, the Kabupaten
governaent through Bappeds at kebupaten lovel and to the District

Hsad (Cemat) of the lecal arsa.

Then the Inspecter of BKPD/LPK in the name of BKPD/LPK Suparvising
Beard at kebupaten levsl sends a consolidation report ta the BKPD/LPK
Supervieing Board at Provincial level, Beppada of West Java, BPD Jewa
Barat Contral Office with copies to Beppeda at kabupaten level and

the local Watsrshed Arsa Develepment Program Plan (P3RPDAS), en the
1Sth of the morth at the lhtut.

BPD Jawa Barat Kabupaten Brench mekes a& repert to the Previncial 3PD,
on the 1S5th at ths latest,

The Previncisl . BPD sends a report to the Gevernor end the Provincial
Beppeda, by..the end of the month at the latest. The report is made
quarterly,

Bappada of Weat Java sends quarterly reports te the Governor end the
Miniqter g&g-e-uc Affairs end those considered important, by the
ond of ths/month at the latest,

‘Tha.farmatesnd. formsof the reports frem the Kecematen, Kabupaten and

- Rrevinca will be arranged later on by the Bank Pembangunan Dasrsh

Jovs Barat,

CHAPTER X
CLOSURE
Article 17

-l,t-q,npt_"g covered in this Guide will be daglt wdth separately,

GOVERNOR OF WEST JAVA
10 0eC 1983
HoAy KUNREFT
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I1I. E, SUPPORTING PROGRAM DOCUMENTATION

- Implementation Plan for West Java Transmittal
Letter BANGDA/USAID, August 29, 1983

- Project Implementation Letter (PIL) No. 28,
October 12, 1983

- BANGDA/W.J.Governor Implementation Plan Approval
Cable, November 1, 1983

- W.J. Governor/Bank Indonesia Governor Letter of

. December 6, 1983, requesting concurrence of BI
in grantling authority to BPD Jabar to supervise
and manage Cltanduy-supported Eank Karya Produksi
Desa (BKPD)

- Central Bank/Governor of West Java concurrence
.with the BPD/BKPD supervision and management
structure, March 9, 1984

~ Project Implementation Letter (PIL) No. 39,
May 16, 1984
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. | UNITED STATES OF AMERICA
$ AGENCY. FOR INTERNATIONAL DEVELOPMENT
i“m‘j v AMERICAN EMBASSY

JAKARTA, INDONESIA

October 12, 1983

Drs. Atar Sibero

Director General for Regional Development
tinistry of Home Affairs

Jl. Merdeka Utara 7

Jakarta

Subject: AID Project No. 497-028)
Loan Number 497-T-063
Citanduy II
Fulfilment of Conditions Precedent =-- Credit Program
Project Implementation Letter MNo. 28

Reference: DG BANGDA Letter No. 611/1562/Bangda, dated 29 August 1983,
and attachments

Deaxr Drs. Atar:

We wish to acknowledge with thanks your transmittal to us with the
referenced letter, of the Citanduy Il Pural Credit Program Implementation
Plan for West Java and Instructions of the Governor of West Java issued
pursuant to the plan.

While sharing your recognition that further detailed lending guide-
lines are needed, we hopa that it will be possible for initial, focused
and carefully supervised lending to proceed without further delay. To
move forwa:rd now with limited first year's credit activities could
provide valuable experience pertinent to the refinement of procedures and
the program in general and would maintain the momentum of the activity.
Experience with the first vear's activity would also contribute to the
development of BPD and BKPD procedures in regard to the major portion of
the Citanduy credit program which will commence in the period immediately
afterwards, and would thus directly feed into the formulation of the
detailed lending procedures which you are now working on. Ffirst year's
perfomance therefore will need to be closely monitored, and, by April
1984, BANGDA, BPD and USAID should informally examine the program's
status for the purpose of deciding upon the second yeaz's program. Most
importantly, moving forward with agricultural lending now would respond
to the recognized and urgent needs of Citanduy Upper Watershed expansion
area farmers.



We are therefore pleased tn advise you that the referenced submission
fulfills Section 5.2 of the Loan Agreement, Conditions Precedent to
Additional Disbursement, for the purpose of implementing the first year's
activities of the credit program in West Java. In view of AID regqula-
tions, implementation of the second year's program will require a
submission of proposed lending activities in fom and substance which our
offices have agreed on, and AID written acceptance of the lending guide-
-lines and procedures.

As we understand it, first year lending will be implemented by BKPD
in five kecamatans = Ciawi, Cipaku, Kawali, Panawangan and Rancah = in
accordance with the submitted West Java implementation plan. While
recognizing the possibility of formalizing other elements of credit
activity such as the savings, gquarantee schemes, institutional develop-
ment, etc., we would suggest an initial approach for cultivators that
finances inputs. Thus we are prepared to support year one activities
focusing exclusively on lending and essential related activities directed
at expansion area farmers. Credit should enable these farmers to ohtain
agricultural inputs such as fertilizer which would contribute to
increasing productivity. Expansion area farmmers who have complied with
promoted conservation practices and have sufficient grass for fodder (at
least 60% of ground cover on risers if land is terraced) would be
eligible to use credit to obtain livestocke This should be an incentive
to the farmers to plant and maintain ecologically stabilizing grasses.
We understand that PPLs would certify the farmers' eligibility in terms
of compliance with project technical standards. It is our understanding
that the BPD Cabangs ~ Ciamis and Tasikmalaya = will coordinate closely
with dinas pertanian as well as P3RPDAS~Citanduy to insure that PPLs work
closely with famer groups (kelompok tani) who are now eligible for
credit and serve as the linkage between the kelompck tani and the BKPD.

Under the phased approach described, small-scale industrial lending,
aew rural savings programs, establishment of an equity fund, and the
upgrading of management information and accounting systems outside of the
context of overall BPD and BKPD development would be deferred in the
first year. In this manner, we believe that the lending institutiong may
proceed to the all important servicing of famers in the expansion areas
without undue complications. Furthermore, this initial experience
ghould provide a sound basis for further refinements, needs identifica-
~ tion, and expected expansion. We understand procedures already in use
within the existing credit agencies will be employed by BPD and BKPD.

In connection with the Governor's instructions submitted with the
referenced letter, we agree with the need for incentives for field staff
but also would suggest that these be extended to technical field staff,
particularly to PPLs, PPMs, etc., who play an important role in
implementing the lending program. It is proposed that incentives be
Airectly linked to identified performance criteria rather than granting
fixed honoraria at the initiation of the project.

Qo 4
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As Central Java's credit implementation plan has not yet been
sulmitted, farmers in expansion areas in kabupaten Cilacap would not be
able to receive credit in time to enable them to purchase agricultural
inputs for the upcoming planting season. We therefore urge that those
farmers in Cilacap who received inputs under your Upland Package
Expansion program last year, and who would therefore be eligible for
credit at this time; should receive in the form of direct subsidy inputs
under the Upland Package Expansion program for a second year. If GOI
prefinancing is a problem, we would be able to provide an AID funding
advance for this pursuant to submission to AID of a request including a
budget breakdown.

We understand that Rp. 108,150,000, has already been allocated for
the first year's program by the GOI and that this fund is currently held
by the lending institution. AID therefore is hereby committing
Rp. 108,150,000 or US$110,357.15, whichever is less, under the Upper
Watershed Development element, a sum which constitutes the equivalent of
funds made available by the GOI. Future years' disbursements will be
equivalent to the GOI annual allocation within the limitations of the
project budget and mutual agreement on project expansion. Asg our
contribution will be placed in the same account as the GOI contribution,
we would appreciate being notified of the details of that account: date

. established, domicile, etc.

We would also appreciate receiving a copy of all financial reports
from BPD regarding status of the funds.

We are grateful for your attention to this essential project
component and look forward to working with you in developing and
expanding the credit component in the coming months.

with kind regards.

Sincerely,
Wi
Wwilliam P. Fuller

Director
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cc:

DEPLU ~ 10

BAPPENAS - 5

Ministry of Finance - 2

Ministry of Public Works, Directorate of Rivers - 2
Ministry of Agriculture, Bureau of Planning - 2
Directorate for Soil Conservation - 2
Sub-Director, Environment and Settlement Systems - 5
BAPPEDA, Bandung - 5

BPD, Bandung ~ 5

BPD Cabang Ciamis - 5

BPD Cabang Tasikmalaya - 5

BAPPEDA, Semarang -- 1

BPD, Semarang - 1

BAPPEDA II Ciamis - 1

BAPPEDA 11, Tasikmalaya - 1

BAPPEDA II, Cilacap -, 1

Mr. Rachlan - 1

Dinas Pertanian Ciamis - 3

P3RPDAS cCiamis - 5 -

Dinas Pertanian Tasikmalaya - 3

‘Manager, Proyek Citanduy Banjar - 1

Mr, Catmur, RMI/Ciamis - 1

Mr. Swisher, RMI/Ciamis - 1

Mr, Van Steenwyck, RMI, Bandung - 2

BKPD, Ciawil, Tasikmalaya - 2

BKPD Panawangan, Clamis - 2

BKPD C{paku, Ciamis - 2

BKPD Kawali, Ciamis - 2

BKPD Rancah, Ciamis - 2°
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PEMERINTAH PROPINSI DAERAH TINGKAT | JAWA — BARAT

JALAN BRAGA NO. 137 TILPON 59078, 50450, 51214 — BANDUNG
JALAN DIPONEGORO NO. 22 TILPON 59031 S/D §9036 —~ BANDUNG

SIFAT . ' BANDUNG, 6 Descmber 1983
DERAJAT

NOMOR : 581/15854/Bapp/1983

LAMPIRAN : ' .

PERIHAL : Bank Pembanqunan Daerah Kepada Yth.

Jawa Barat sebagai pe- : .
ngelola Kredit Utama dan Bapak Gubernur Bank Indonesia
BKPD sebagai pengelola di

Xredit sekunder PPW DAS

Citanduy. JAKARTA

1. Dengan ini dilaporkan dengan hormat bahwa sejak tahun
1982/1983 Pemerintah Daerah Propinsi DT.I Jawa Barat me
laksanakan Proyek Fengembangan Wilayah DAS Citanduy a-
tas dasar Perjanjian Kerjasama antara Pemerintah Repub-
lik Indonesia dan Pemerintah Amerika Serikat tanggal 29
September 1980 Nomor AID Loan 497-T-063 vang dalam pe-
laksanaannya berdasarkan Instruksi Menteri Dalam Negeri
No. 23 tahun 1982 tentang pelaksahaan Pembangunan Dae-
rah dalam rangka Program Pengembangan Wilayah.

Dalam Instruksi Menteri Dalam Negeri tersebut antara la
in discbutkan bahwa dalam melaksanakan Bagian Proyek
Kredit Usaha Tani, Gubernur Kepala Daerah Tingkat I di-
bantu oleh "Badan/Lembaga Perbankan" yang telah ditun-
juk oleh Menteri Keuangan yang dapat menyalurkan kredit
untuk masyarakat khususnya wpetani adalah Bank Pembangun-
an Daerah melalui Lembaga Perkrzditan Kecamatan untuk
Propinsi Daerah Tingkat I Jawa Barat ya:g meliputi Kabu
paten-kabupaten Ciamis, Tasikmalaya, Kuningan dan Maia-

lengka serta melalui BKK untuk Propinsi Daerah Tingkat
I Jawa Tengah yakni Kabupaten Daerah Tingkat II Cilacap.

- gy

R D«ﬁ L3 l'
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2. Hal tersebut telah mendapat petunjuk lebih lanjut dari Bapak Direk-~
.tur Jcnde;al Pembangunan Daerah Departcmen Dalam Negeri kepada BAPPE
DA Tingkat T Jawa Barat dan BPD Jawa Barat'yang menyatakan bahwa un-
tuk pelaksanaan Proyel Kredit Usaha Tani PPW DAS Citanduy tidak per-
lu membentuk institusi baru bahkan harus memperkuat dan memfungsilan
Lembaga Kredit yang sudah ada. _
Atas dasar itu maka kami telah menunjuk BPD.Jawa Barat sebagai penge
lola utama Kredit Usaha fani PPW DAS Citanduy dan Bank Karya Produk-
si Desa (BKPD) milik Daerah Tingkat II yang bersangkutan yang ada di
Kecamatan-Kecamatan sebagai Lembaga Kredit Sekunder yang langsung
berhubungan dengan nasabah di Pedesaan.

3. Hubungan antara BPD Jawa Barat dengan BKPD dalam rangka pelaksanaan
Kredit Usaha Tani PPW DAS Citanduy sangat kami perlukan dalam rangka
optimalisasi Pengembangan Wilayah DAS. Untuk lebih tertibnya penangan
an masalah Kredit Usaha Tani ini, kiranya Bapak berkenan untuk membe-
ri petunjuk lebih lanjut mengenai hal ini, mengingat sejak tahun 1972
BKPD milik Pemerintah Daerah Tingkat II yang pembinaannya dilakukan
BRI.

Atas perhatian dan petunjuk Bapak, kami haturkan terima kasih.

TEMBUSAN, disampaikan kepada :

l. Yth. Bapak Menteri Dalam Negeri
u.p. Direktur Jenderal Bangda di .Takarta.

2. Yth. Bapak Menteri Keuangan
u.p. Direktur Jenderal Moneter di Jakarta.

3. Yth. Pimpinan Bank Indonesia
Cabang Bandung di Baudung.

4. Yth. Ketua BAPPEDA Tingkat I Jawa Barat di Bandung.

3. Yeh. Direktur Utama Bank Pembangunan Daerah
Jawa Barat di Bandung.
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UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT

AMERICAN EMBASSY
JAKARTA, INDONESIA / /
: I 4

o

]

Drs. Atar Sibero

Director General for Regional
Development

Ministry of Home Affairs

J1. Kramat Raya 132

Jakarta
Subject : AID Project No. 497-0281
Loan Number 497-T-063 (L)
Citanduy II
Revision of Credit Reimbursement Procedures
Project Implementation Letter No. 39
Reference : Project Implementation Letter No. 28, dated

October 12, 1983.

Dear Drs. Atar:

The puvpose of this PIL is to further clarify reimbursement
procedures relating to the prior commitment of credit funds for West
Java in PIL No. 28 of October 12, 1983. Per our recent discussions,
credit funds will be prefinanced by the GOI, and AID will reimburse
the GOI up to Rp. 108,150,000 the amount committed in PIL No. 28
upon submission of a certified financial report certifying that funds
have been transferred from the BPD to the various BKPD lending offices
for lending to project beneficiaries. Such a transfer of funds con-
stitutes an expenditure,

Attached is the suggested certified invoice format. Reimbursement
requests should be submitted to the USAID via the Ministry of Finance,
with payment to Bank of Indonesia's account with the Federal Reserve
Bank of New York. The USAID Office of Finance will conduct periodic
reviews of books and records at the project site.

Thank you for your kind attention.

Sincerely,

/
/

//’)"".N;'(/V.-’,/ K'a'-'—vez//k
Michael E. Hauben®.
Citanduy II Project Officer

Attachment: a/s



cc
DEPLU - 5

BAPPENAS - 3

Min. of Finance - 2

DG Bangda - 2

BAPPEDA Tk. I, Bandung -~ 2

BPD, Bandung -~ 2 .

BPD Cabang, Ciamis -~ 2

BPD Cabang, Tasikmalaya - 2
BAPPEDA Tk. I, Semarang

BPD, Semarang

Ir. Syahmardan, DG Bangda

Mr. Van Steenwyk, RMI, Bandung
RMI/Citanduy, Ciamis - 2
Directorate of Rivers

Directorate of Soil Conservation
Planning Bureau, Min. of Agriculture
Proyek Citanduy, Banjar

P3RPDAS, Ciamis -~ 2
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INVOICE

Date:
Project No:  AID 497-0281
Loan No: AID 497-T-063
Activity: Credit/West Java
PIL No: _28
Expenditures Prior Period Total
BKPD Location This Period Expenditures Expenditures
1.
2.
3.
4.
5.

This Request for Reimbursement

The undersigned hereby certifies: (A) that payment of the
sum claimed under the cited PIL is proper and due and that
appropriate refund to AID will be made promptly upon request
in the event of disallowance of costs not reimbursable under
the terms of the agreement, (B) that information in the fiscal
report is correct and such detailed supporting information as
AID may reasonably require will be furnished promptly to AID
on request and (C) that all requirements called for by the
PIL to date of this certification have been met.

By

Title

Date
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III., F. PROPOSED AGRICULTURAL LENDING SCHEI-Z..ES




CITANDUY RURAL CREDIT PROGRAM

PROPOSED AGRICULTURAL LENDING SCHEMES

1.
2.

(YEAR I LENDING)

Food Crops (Corn/Ground Nut)

Tree Crops (Cashew,Clove,Coconut,Melinjo
T.Kedong.,Cacao,Coffee,Citrus)

Legume (Lamtoro)
Livestock (Goat, Sheep)

Mark A. Van Steenwyk * JANUARY 1984
Rural Credit Advisor
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FOOD CROPS

INPUTS
# Kilos . Cost/Kilo (Rp)
1., Lamtoro Seed 15 ~ 4,000
2. Corn Seed 10 400
3. Ground Nuts 20 800
4. Urea 150 100
5. TSP 50 100
6. Land Preparation - -
OUTPUTS
# Kilos Cost/Kilo (Rp)
1. Lamtoro Seed 50 4,480
2. Corn®* - -
3. Ground Nutsh# 100 1,000
LOAN TERMS
1. Term : 12 months

2. Loan Amount : Rp 150,000
3. Rate of Interest: 2% per month

4, Schedule of Loan Releases and Repayments:

Month Releases Repayments
1 Rp 150,000
12 Rp 150,000

®  Home consumption
#% Marketable surplus assumed to equal 25% of crop, or
100 kilos € Rp 1,000/kilo
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PROFORMA INCOME STATEMENT

LENDING SCHEME: FOOD CROPS (Corn/Ground Nut)

. (Per Hectare)
(Expressed in Rupiah)

GROSS INCOME

Sale of Lamtoro Seed 224,000

Sale of Corn* -

Sale of Ground Nutsgh#® 100,000
Total Gross Income 324,000

OPERATING EXPENSES

Fixed Costs
Interest on Production Loan 36,000

Variable Costs

Lamtoro Seed 60,000
Corn Seed 4,000
Ground Nut Seed 16,000
Urea 15,000
TSP 5,000
Land Preparation 50,000
Total Operating Expenses 186,000
NET INCOME 138,000
. Home consumption

&%  Marketable surplus assumed to equal 25% of crop, or
100 kilos € Rpl,000/kilo
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TREE CROPS
INPUTS
. ‘# Kilos
1. Lamtoro Seed 15
2., Fertilizer 150

3. Tree Crop Seedlings

# Seedlings/Ha.

226

Cost/Kilo (Rp)

4,000
100

Cost/Seedling (Rp)

- Cashew 150
« Clove 150
- Coconut 200
- Melinjo 200
- T. Kedongiecng 150
- Cacao 150
- Coffee 150
= Citrus 150
4, Land Preparation -
OUTPUTS

# Kilos

1. Lamtoro Seed from:
-Cashew, Clove, Cacao

800
1,000
200
250
400
800
800
800

Cost/Kilo (Rp)

Coffee Citrus 100 4,480
-Cocqnut, Melinjo,
T. Kedongdong 75 4,480
LOAN TERMS
1. Term : 18 months
2. Loan Amount : -Cashew, Cacao, Coffee, Citrus = Rp 245,000
=Clove = Rp 275,000
~Coconut = Rp 165,000
=Melinjo = Rp 175,000

-T. Kedongdong=Rp 185,000

3. Rate of Interest: 2% per month

4, Schedule of Loan Releases and Repayments:

Month Releases
1l Loan Principal
12
18

Repayments

% Loan Principal
3 Loan Principal



PROFORMA INCOME STATEMENT

LENDING SCHEME: TREE CROPS

(Per Hectare)
(Expressed in Rupiah)

TYPE OF PRODUCTION CASHEW CLOVE - COCONUT  MELINJO TANAMAN CACAO/COFFEE/CITRUS
KEDONGDONG . :

GROSS INCOME

Sale of Lamtoro Seed

448,000 448,000 336,000 336,000 336,000 448,000

Total Gross Income hyg,000 448,000 336,000 336,000 336,000 448,000
OPERATING EXPENSES ‘ :
Fixed Costs 1
Interest on Loan 88,200 97,100 59,400 63,000 66,600 88,200
Variable Costs
Lamtoro Seed 60,000 60,000 60,000 60,000 60,000 60,000
Tree Crop Seedlings 120,000 150,000 40,000 50,000 60,000 120,000
Fertilizer 15,000 15,000 15,000 15,000 15,000 15,000
Land Preparation 50,000 50,000 50,000 50,000 50,000 50,000
Total Operating Expenses 333,200 372,100 224,400 238,000 251,600 333,200
NET INCOME 114,800 75,900 111,600 98,000 84,400 114,800

LBl



RARE

LEGUME
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LEGUNME
INPUTS
1 Kilos
1. Lamtoro Seed 15
2., Fertilizer 100
3. Land Preparation -
OUTPUTS
# Kilos
1. Laﬁtoro Seed 50
LOAN TERMS
l. Term ¢ 12 months

2. Loan Amount HED 3 .0,000

3. Rate of Interest: 2% ,.r month

29

. Cost/Kilo (Rp)

4,000
100

Cost/Kilo (Rp)

4,480

I, Schedule of Loan Releases and Repayments:

Month Releases
1 Rp 100,000
12

Repayments

Rp 100,000
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PROFORMA INCOME STATEMENT

LENDING SCHEME: LEGUME (Lamtoro)

(Per Hectare)
(Expressed in Rupiah)

GROSS INCOME

Sale of Lamtoro Seed . 224,000
Total Gross Income 224,000

OPERATING EXPENSES

Fixed Costs
Interest on Production Loan 2b4,000

Variable Costs

Lamtoro Seed 66,000
Fertilizer . 10,000
Land Preparation 30,000
Total Operating Expenses 124,000

NET INCOME 100,000
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LIVESTOCK
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INPUTS

OUTPUTS

1.

2,

232
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LIVESTOCK®

One (1) breeding/fattening building (36 sq. mtr.)

One (1) buck/ram, age: one (1) year .

Ten (10) does/ewes, age: one (1) year

Thirty (30) kilos legume (Lamtoro) seed

Sufficient grass (Brachiana) to cover two (2)
hectares of terrace risers

Basic animal production equipment

Marketable Livestock

Market Price/ Market
Production Period « ¥ Livestock Animzl (Rp) Month

I 12 48,832 21

II 13 53,187 30

II 12 57,883 39

III 13 62,941 48

I1T 12 68,605 57

Legume Seeds
Production Period # Kilos Market Price/Kilo (Rp)

1 80 3,000 ‘
II 60 3,583

III 40 4,250

LOAN TERMS

1,
2.

3.
u'

Term : 57 months (5 years)

Loan Amount : Rp 826,500 Term Investment
Rp 1,581,440 Short-Term Working Capital

Rp 2,407,940 Total
Rate of Interest: 2% per month

Schedule of Loan Releases and Repayments: (see next page)

®* Reference: "Upland Goat/Sheep Production: S5-Year Feasibility

Study on an Intermediate-Scale Production Model;"
BPD Jabar; October 1983



SCHEDULE OF LOAN RELEASES, LOAN REPAYMENTS AND INTEREST COMPUTATIONS‘

(Ménetary figures expressed 1n Indonesian Rupiah)

TYPE OF ITEMS PRODUCTION PERIOD 1 PRODUCTION PERIOD II PRODUCTION PERIOD III
LOAN/ACTIVITY FINANCED (0-21 months) (22-39 months) (40-57 months)
1. TERM FINANCING Mon. Principal Interest Mon. Principal Interest BMon. Principal Interest

RELEASES livestock,
seed, bldg.
& equipment 1 675,500 - 22 88,000 - 4o 63,000 -

REPAYMENTS " " 21 - 348,074 30 400,000 219,889 48 426,500 83,207

2. SHORT-TERM LOANS

RELEASES feed supp. 1 8,250 - 22 9,900 - 40 11,880 -
health care 1 24,750 - 22 29,200 - 40 - 34,460 -
Feed .
-Ereeders 1 20,000 - (P2)23 234,000 - (P4)41 280,800 -
-P1 13 180,000 - (p3)32 216,000 - (P5)50 259,200 -
-D1 9 37,500 - (D3)27 45,000 - (D5)45 54,000 -
-D2 18 37,500 - (p4)36 45,000 - (D6)54 54,000 -

REPAYMENTS " " 21 308,000 - 39 579,100 - 57 694,340 -
feed supp. 21 - 4,254 39 - 4,240 57 - 5,088
health care 21 - 12,763 39 - 12,505 57 - 14,757
Feed
—Ereeders 21 - 10,313(P2)39 - 93,656(P4)57 - "12,368
-P1 21 - 35,117(P3)39 - 37,078(P5)57 - by, boy
-D1 21 - 11,010(D3)39 - 13,212(D5)57 - 15,855
-D2 21 - 3,091(D4)39 - - 4,451

P = Prpduction cycle

D = Time of Delivery or end of gestation period

3,709(D6)57

...ET-
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GROSS INCOME

Sale of Stock Produced
Sale of Cull Stock
Sale of Legume Seed
Sale of Manure

TOTAL GROSS INCOME
OPERATING EXPENSES

Fixed Costs )
Interest on Term Loan
Interest on Working Cap.
Depreciation

Sub-Total

Variable Costs
Feed
Feed Supplement
Health Care
Light & Water
Repairs & Maintenance
Labor
Opportunity Costs
Sub-Total :

TOTAL OPERATING EXPENSES

LENDING SCHEME: LIVESTOCK (Goat/Sheep)
(Per Production Model)

5-YEAR PROFORMA INCOME STATEMENT

(Expressed in Rupilah)

NET INCOME (Per Prod. Period)

(Cumulative

PRODUCTION PERIOD I PRODUCTION PERIOD II
(0-21 months) (22-39 months)

585,984 1,386,027
- 40,000
240,000 215,000

825,984 1,641,027
348,074 219,889
76,548 164,400
93,000 102,000
3iT:622 186,289
275,000 540,000
8,250 9,900
24,750 29,200
308,000 579,100

825,622 : 1,655,389

362 . 575,638

) 362 576,000

PRODUCTION PERIOD IIIX
(40-57 months)

1,641,493
170,000

1,811,493

83,207
197,033
102,000

382,290

648,000
11,880
34,460

I, 30
1,076,580

734,913
1,310,913

AEC
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INTRODUCTION

This study examines the feasibllity of finahcing the production
of goats and sheep in an upland environmént. Specifically it
addresses 1ltself to the conditions present 1h upland expansion
areas of the Citanduy II ProjJect in West and Central Java. The
study attempts to define a package of production technology
which can be managed by small-scale producers on a scale which

offers a potential for project viabillity.

Management assumptlons within this study have beén necessarily
adjusted, based upon sound production principles and experilences
gained within Java as well as other countrles, to reflect thé
stress factors and abllity of management existing within the

production ecosystem.

DEFINITION OF THE PRODUCTION MODEL

Each Production Model would be managed, owned and operated by

a farmer group (keiompok tani) composed of not more than three

producers. The members of the farmer group would elect from
among themselves one person to manage the Production Model. All
members would contribute time and labor to the project. Members
of the farmer group would share equally in the ownership and
profits of the production model. Each Production Model would

include the followlng package:
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ONE (1) PRODUCTION MODEL

INPUTS

One (1) breeding/fattening building (36 sq. mtr.)
One (1) buck/ram, age: one (1) year

Ten (10) does/ewes, age: one (1) year

Thirty (30) kilos legume (Lamtoro) seed

Sufficlent grass (Brachiana) to cover two (2) hectares
of terrace risers

Basic animal production equipment

CREDIT

Sufficient short-term credit to filnance all operating
costs of production through three distinct production
periods of 21 months, 18 months, and 18 months, respec--

tively.

Sufficlent term financing to cover all of the costs of
inputs above (with the exception of Brachiana grass
which will be provided on a grant basis)'over a five~

year loan term.,
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FEASIBILITY SUNMARY

The results of this study indicate that maréinal profitablility
does exist for financing upland goat/sheeb procduction whére:
1) a sustained medium-term financing commitmént 1s assured;

2) the livestock production component is integrated into a
broader technology package whereln other income producing
activities exist; 3) production economies of scale can be
achigved; and 4) the value of labor and opportunity costs are

discounted for the purposes of economic and financial analysis.

The study indicates that the productlion model would achieve a
break-~even point after about two years and that a cumulative
net income of Rp 1.3 million‘ would be realized by the end of
the fifth year of operation, showing an Internal Rate of Return
of about 22.3 percent, where labor and opportunity costs are
not calculated. However, where the cost of labor is valued and
where supplemental income from the sale of legume seed 1is
subtracted, the production model yields a consistently negative

return.

The results of this examination would further tend to suggest
that project success would rely heavily upon a sustained exten-
sion support system and upon upgrading the farm management

capabilities of farmers who would be called upon to produce

* Average annual net income equals Rp 262,183, Divided among
three farmer-producers, one production model would yield an
average monthly net income of Rp 7,283 per person.
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forage and ralse livestock. Without significant human resource
development and capital investment in the uplands, the economic
viability of the project under study, together with its long-
term sustalnability, 1s brought into qﬁestion. Assuming such

a support commitment can be attained, replicabllity and expan-
sion of the production model would be 1limited to the avallability
of sufficlient credit, technical support, breeding stock, animal
feeds, and markets. As the avallability of feed must necessarlly
precede animal production, pllot financing would initially be

limited to areas where grasses and legumes are in adequate supply.

Finally, the study would suggest that additional economies of
scale might be achieved by a larger scale of production (i.e.
a larger production model), however, in promoting such an
approach in an upland setting composed largely of small-scale
farmers new socio-economlc concerns relating to such areas as
farm management, ownership and divislon of profits may arise.
Whereas, a smaller scale of production than the model herein
examined would most surely yleld substandard technical and

economic performance.
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PRODUCTION PERIOD I

5-YEAR CASH FLOW PROJECTIONS
(Expressed in Indoneslan Ruplah)

(0-21 months)

PRODUCTION PERIOD II

PRODUCTION PERIOD III

(22-39 months)

CASH INFLOW

(40-57 months)

ESTIMATED IRR = 22.3 %

0SS lncome
Sale o tock Produced 585,984 1,386,027
Sale of Cull Stock - 40,000
Sale of Legume Seed 240,000 215,000
Sale of Manure - -
Sub-Total 825,980 1,501,027
Loan
Term Investment Costs 673,500 88,000
Short-Term Working Cap. 308,000 579,100
Sub-Total . 983,500 667,100
TOTAL INFLOW 1,809,“8“
CASH OUTFLOW
Investment Costs
Legume Seed 90,000 -
Purchase of Breeder Stock 480,000 -
Ereeder Replacement 45,000 55,000
Building 44,000 22,000
Equipment 16,500 11,000
Debt Service gPrincipalg 48- 4 UOo,ggo
Interest 3 07 219 9
Sub-Total 1,023,578 707,889
Operating Costs
‘BFE’d 275,000 540,000
Fecd Supplement 8,250 9,900
Health Care 24,750 29,200
Light & Water - -
Repalrs & Maintenance - -
Labor - -
Opportunity Costs - -
Debt Service gPrincipalg 302,083 522,%00
Interest 76,5 1 00
Sub-Total 6;5,558 1:3223666
TOTAL OUTFLOW 1,716,122
NET CASH FLOW (Per Prod. Periocd) 93,362
(Cumulative ) 93,362

2,308,127

1,641,493
170,000

1,811,793

63,000
694,340

757,340

63,000

426,500
83,207

—572,707

648,000
11,850
34,460

694,340

197,033
3 t

2,568,833

2,158,420
410,413
781,413



5-YEAR CASH FLOW PROJECTIONS (Continued)
in Indonesian Rupiah)

(Expresse

PRODUCTION PERIOD I
(0-21 months)

PRODUCTION PERIOD II
(22-39 months)

PRODUCTION PERIOD III
(40-57 months)

Add Labor Cost

NET CASH FLOW (Per Prod. Perilod)
(Cumulative )

Add Labor Cost Less Income Legume Seed

NET CASH FLOW (Per Prod. Period)
(Cumulative

(
(

711,280)
711,280)

951,280)
951,280)

( 510,878)
(1,222,158)

( 725,878)
(1,677,158)

( 520,659)
(1,742,817)

( 690,659)
(2,367,817)

ChE



ITEM

BREEDER STOCK

BUILDING
EQUIPMENT

DEPRECIATION SCHEDULE
(Expressed 1In Indoneslian Rupiah)

PRODUCTION PERIOD III

LIFE PRODUCTION PERIOD I PRODUCTION PERIOD I1I
=== (0-21 months) (22-39 months) (40-57 months)
10 Year® 80,000 80,000 80,000
10 Year 7,500 11,000 11,000
5 Year 5,500 11,000 11,000

-o‘[-

® Breeder stock has a production life of up to five years, however thelr marketable value

has only depreclated 50% after this period.

45
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COMPUTATION NOTES FOR ESTIMATING INTERNAL RATE OF RETURN®

STEP 1. Average annual cash flow = Rp781,413 & 3 = 260,471

STEP 2. Average Annual Eenefits (net cash flow) 260,471 _ .
Total Initlial investment CoOSt = 375?353 -386

STEP 3. Adjustment for duration of Benefit Stream
.386 - ,130 = ,256

STEP 4. Adjustment for number of years in investment period

,2§6 X .256 = ,0328; .256 - ,033 = ,223

STEP 5. No adjustment due to no lapse between end of invest-
ment period and beginning of benefit perilod.

STEP 6. No adjustment due to uniform benefit stream.
STEP 7. .223 X 100% = 22.3 % IRR
E——

# EDI Model for Estimating IRR; Developed by Dr. F.H.
Lamson=Scribner, Taken from: J.P. Gittinger:"Economic
Analysis of Agricultural Projects"; EDI/IERD; 1972; pp.76-78
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FARM MANAGENMENT ASSUMPTIONS

Average Litter ®Size = 1.8 kids/lambs
(does/ewes under 18 months of age = 1.5)
(does/ewes over 18 months of age - 1)

Reproduction Cycle = 9 months
(Gestation is 150 days, however, under semi-com-
mercially managed production in West Java repro-
duction cycles average 6-8 months. Small-scale
production under poorly managed farms often reaches
11 month reproduction cycles)

Kid/Lamb Mortality = 30% per cycle

Breeder Stock Mortality = 4% per year

Reproduction Cycles per Production Period = 2

Culling Rate = 1 doe/ewe during Prod. Per. II
Age at 1lst Mating, Female= 12 months

Age at 1lst Mating, Male = 12 months.

Culling Age, Female = 4% years

Culling Age, Male = § years

Weaning Period = 3-4 months

Mating = hand method

Type of Production = confined (zero grazing)

Housing = 3,2 square meters per Breeder Unit,
or 36 sq. mtr. per Production Model
constructed out of local materials
with farmer donated labor

Extension Visits = 4 visits per month by livestock
and forage crop extension agents (PPL)

Marketing Age = 12 months
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FINANCIAL ASSUNPTIONS

1, Purchase of Breeder Stock:

Type Age (mon) Market Price (Rp) Source
Buck/Ram 12 ' 80,000 Commercial Farm
Doe/Ewe 12 40,000 Open Market

2. Legume Seed Purchase/Narket Price: Rp 3,000 per kilo + inflation

3. Market Price, Livestock:

Market Month Production Cycle Market Price (Rp)
21 P1 48,832
30 p2 53,187
39 P3 57,883
48 P4 62,941
57 P5 68,605

(Market price per 12 month age animals with inflation
factored € 12% per annum and base price established
at Rp 40,000 at beginning of production)

4, Building: Rp. 4,000 per Breeding Unit
5. Equipment: Rp 1,500 per Breeding Unit
6. Feeding: Feed Supplement = Rp 500 per Breeding Unit/year

Feed Concentrate = Rp 250 per kilo*
7. Health Care: Rp 1,500 per Breeding Unit per year + inflation

8. Value of Labor: Rp 30,000 per month per Production Model + inflation

9. Opportunity Costs: Not computed

10, Credit: Follows policles, guidelines and procedures of
BPD Jabar for Citanduy II supported BXPD/LPK
supervised rural lending. (ROI = 2% per month)

11. Rate of Inflation: 12% per annum, unless otherwise stated.

12, PFlgures presented hereiln are reflective of prices and assumptions
as of October 1983.

# Commercial concentrate FOB Bandung = Rp 250 per kilo
If whole grain corn 1s used:
1. 7 ears = 1 kilo whole grain corn; cost/ear = Rp 36 (wholesale);
cost/kilo = Rp 252
2. Whole grain corn cost would equal 80% of FOB Bandung cost/kilo
of commercially mixed concentrate, or Rp 200. With inflation
factor, price whole grain corn assumed to be Ep 250 by Jan.1984,



5-YEAR PRODUCTION SCHEDULE

-3 o 3 6 9 12 15 18 21 30 33 39 45 54 57
/ / / / / / / / / . / / / / / /
/ / PRODUCTION PERIOD I / PRODUCTION PERIOD II / PRODUCTION PERIOD III /

Project

Start-Up B M

/ Pl /
B M
/ P2 /
M '
P3 / -
wn
t
Py
B M
/ P5 /
B .
/ P6 ....
B = Birth

M = Market Age
P = Production Cycle

b/



VOLUME AND VALUE OF LIVESTOCK SALES

MARKET PRICE

MARKET PRODUCTION PRODUCTION # MARKETABLE TOTAL MARKET
MONTH PERIOD CYCLE ANIMALS PER ANIMAL (Rp) _PRICE (Rp)
21 I P1 12 48,832 585,984
30 II P2 13 53,187 691,431
39 II P3 12 57,883 694,596
48 111 P4 13 62,941 818,233
57 111 P5 12 68,605 823,260
VOLUME AND VALUE OF LEGUME SEED SALES
PRODUCTION VOLUME MARKET PRICE TOTAL MARKET
PERIOD SEED PRODUCED (kilos)  PER KILO (Rp) PRICE (Rp)

I 80 3,000 240,000
II 60 3,583 215,000
111 40 4,250 170,000

L g1 -

ese



INCOME SOURCE

Lamtoro Seed
Cull Stock
Pl

P2

P3

Py

P5

TOTAL

P = Production Cycle

GROSS INCOME SCHEDULE

PRODUCTION PERIOD I
(0-21 months)

PRODUCTION PERIOD IIX
(22-39 months)

PRODUCTION PERIOD III

(40-57 months)

Month Amount (Rp) Month Amount (Rp) Month Amount (Ep)
21 240,000 39 215,000 57 170,000
- - - 30 40,000 - -
21 585,984 - - - -
- - 30 691,431 - -
- - 39 694,596 - -
- - - - 48 : 818,233
- - - - 57 823,260

825,984

1,641,027

1,si1,u93

'LI"

=rs
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FEEDING
1. INTRODUCTION

At least 400 square meters of legume will be required along
with a comparable area of non-legume (grass) to meet the
nutrient requirements of one (1) Production Model. According

to the Sloping Agriculture Land Technology (SALT)®* technique

of planting Lamtoro legume, two (2) hectares would be sufficient
land area to sustain both the legume and grass feeding require-

ments of one (1) Production Nodel.

In addition to legume and grass feeds, concentrates (energy and
protein) will be required for flushing breeder stock after
purchase and at the culmination of each gestation cycle. Also,
kids and lambs will require supplemental concentrates for a
maturation periocd of approximately four months following
weaning until theilr digestive systems are mature enough to
convert the total digestive nutrient of a legume/grass full-
feed. Whole corn or sorghum serve as excellent energy concen-
trates, whereas soybeans and/or their by-products (such as

ampas tahu) and mung beans are ideal protein supplements.

% SALT is an upland soll conservation technology which practices
contour planting of leguminous soll erosion barriers as an
alternative to, or in combination with, the practice of land

terracing.
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2. FEED MANAGEMENT ASSUMPTIONS

a) Legumes and Grasses

1) Lamtoro as a Full-Feed Legume

- Crude Protein (wet) = 8%
(dry) = 21%

~ No, square meters of production to sustain one (1)
breeder animal + offspring (breeder unit) = 40 sq.mtr.

- Planting:

System I (blanket cover) = 70cm rows with 20cm
plant spacing within rows

System II (SALT) = 200 square meters per hectare
No. of Breeder Units sustained per hectare:

Planting System I = 250
Planting System II = 5
Rotation: 40 days
~ Under planting system II, two (2) hectares would
be required to sustain one (1) Production Model.

Thirty (30) kilos of seed would be required
assuming a 30% plant back

2) Brachiana as a Supplemental Non-Legume Grass Feed

- Crude Protein (wet) =<2% (for goat/sheep)
(dry) = <4% "

- Planting: On terrace risers according to spacing
required under soill erosion control
techniques practiced in Citanduy II
model farms.

b) Concentrates
Type of Animal Period of Feeding Dailly Feeding Rate

doe/ewe 2 weeks following'purchase .5 kilo/day
2 weeks prior to birthing .5 kilo/day
2 weeks following birthing .5 kilo/day
buck/ram 3 weeks following purchase .5 kilo/day
kid/lamb 4 months following weaning .5 kilo/day
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"¢} Daily Intake Requirements

Type of Animal Ration Kilos/Day Feed Intake

kid/lamb 1. legume ' .
grain .

2. legume .
grain .

protein supplement 9

(o} O oo co o

3. legume .
corn/sorghum silage 2.0
proteln supplement .09

A B C
Ist 100 days Last 6 wks During
gestation gestatlion Lactation

doe/ewe 1. legume hay 1.4-2.3 1.6-2.6 1,9-3,2
2. legume T=1.1 .8-1.3 1.0-1.6

grass (non-leg.) .T-=1.1 .8-1.3 1.0-1.6

3. grass hay(non-L) .9-1.1 1.0-1,2 1.,2-1.5
corn/sorg.silg. 1.4-1.8 1.5-2.0 1,7-2.3

protein supp. JAde L2 WA= ,2 2= .3

4, corn/sorg(grain)3.6.5.0 3.8-5.3 U4,2-6.0

protein supp. 1= .2 1= .2 2= .3

buck/ram Same as A above plus 10%



# Days

CONCENTRATE FEEDING SCHEDULE

Feeding Rate

Total Kilcs

# Animals Total Kilos

Price/K Total Cost

(kilos/day) per Animal (Rp) Concentrate
PRODUCTION PERIOD I
Pl 120 .5 60 12 kids/lambs 720 ° 250 180,000
Initial Flushing 14 .5 T 10 does/ewes 70 250- 17,500
Initial Flushing 20 .5 10 1 buck/ram 10 250 2,500
D1 Flushing 30 .5 15 10 does/ewes 150 250 37,500
D2 Flushing 30 .5 15 im0 " " 150 250 37,500
. ' Sub-Total 275,000
PRODUCTION PERIOD II '
P2 120 .5 60 13 kids/lambs 780 300 234,000
P3 120 .5 60 12 " 720 300 216,000
D3 Flushing 30 .5 15 10 does/ewes 150 300 45,000
D4 Flushing 30 .5 15 0 " " 150 300 USIOOO
PROCUCTION PERIOD III Sub=-Total 540,000
P4 120 5 60 13 kids/lambs 780 360 280,800
P5 120 <5 60 12 v " 720 360 259,200
D5 Flushing 30 .5 15 10 does/ewes 150 360 54,000
D6 Flushing 30 .5 15 10 » ® 150 360 54,000
P = Production Cycle Sub-Total 648,000

D = Time of Delivery or end of gestation period.
Cost of feeds assumed to increase at inflation rate of 20% between production periods.

-Iz-

55T
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MARKETING

It is assumed that local market demand (Tasikmalaya, Clamis,
Garut) 1s strong enough to support up to twenty-five (25)
Production Models (PM) within the project area with little
difficulty. Production 1n excess of twenty-five (25) PM

would additionally rely on reglonal markets (Bandung, Cirebon)
and possibly the central market of Jakarta. Prior to expanding
prdduction beyond twenty-five (25) PM a comprehensive marketing

feasibility study should be conducted.

Within the start-up period of the first 3-U years the crciit
system would, as a matter of policy, Insure livestock and
legume seed markets by financing the marketing of fixed
percentages of production as part of an expansion effort to
replicate the technology package in a wider geographic area
of Project Citanduy II. As such, all breeder quality animals
produced would be used for expansion efforts. DMNarginal or
non-breeder quality livestock would be marketed on the open
market. Similarly, a total of 180 kilos of legume seed per
Production Model would be contract purchased over a flve-year

period for use in other project expansion areaé.
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III. G. TRAINING

- Proposed International Training Program

- Year I Program Orientation and Training Agenda




PROPOSAL FOR INTERNATIONAL TRAINING
Latihan di Luar Negara Usul

CITANDUY II RURAL CREDIT PROGRAM

(Progran Kredit Pedesaan Froyek Das Citanduy IT)

1o DATE OF TRAINING (Tanggal Latihan)

Group A = 11 September to 26 November 1983 « 11 weeks
Group B - 28 October to 26 November 1983 = U4 weeks

2, OBJECTIVE (Obyeotif)

The objective of the Citanduy II rural credit intermational training
progran is to expose banking system participants to a comparat-ve study
of rural credit programs in other countries in order that they might
learn new techniques for improving credit program administration and
lending procedures essential to the successful implementation of the
Citanduy oredit program.

3. PROGRAM DESCRIPTICN (Sifat Program)

The training program proposed would expose participants to rural oredit
programs in the Philippines, Korea and the United States. Farticipants
would be divided into two groups, A and Bs Group A would study abroad
for ten (10) weeks while Group B's study program would last for four (&)
weeks, Both Group A and B would have the same training program for the
Fhilippines and Korea. The U,S. training program would be divided into
two parts, It would include a twoeweek field training on the U.S. farm
oredit system and a six-week course sponsored by the U,S. Department of
Agriculture, entitled: "Small Farmer Credit Policy and Aministration.”
Group A would participate in both parts of the U,S. training program
while Group B would participate only in the field training portion.

All participants would have an opportunity to study various Asian and

. Anerican rural lending programs, including their policies, administration,
regulations and specific lending, accounting, training, managenment reporting

and evaluation procedures,

The specific description of the training program in each country would
be as follows:

A, THE UNITED STATES
Groug A

Group A participants will travel first to Washington, D.C. where they will

enter a six-week training program sponsored by the U.S. Department of
Agriculture, entitled: "Small Farmer Credit Policy and Administration.®
A description of the objectives and content of this training program is
attached to this proposal. Following this special course, Group A will
be Joined by Greup B for the second portion of the U,S. training program.

259
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Group A & B

While in the United States participents would be riven a comprehensive
exposure to the U.,S. Farm Credit System (which began in the early 1930's).
Participants would first be given a 1-2 day orientation to the U,5. system
and would then visit the Farm Credit Administration, the national regulatory
agency for farm credit, and other government and private agencies in
Washington, D.C. which support both U.S. and intemational credit programs,
Following this, participants would visit two (2) Farm Credit District Banks
(regional banks) in St, Paul, Minnesota and in Cmaha, Nebriska for an inten=
sive study of how the District Banks are orpanized and how they operate, In
St. Paul participants would study each of the three banks which compose the
District Bank; the Bank for Cooperatives (BC), the Federal Intermediate
Credit Bank (FICB), and the Federal Land Bank (F1B). In Cmaha participants
would study more closely the operation of the FICB, which is the bank
primarily engaged in farmer financing, and would have an opportunity to
visit at least one (1) Production Credit Association (PCA), which provide
oredit at the field level. Group A & B would complete their U.S, training
with a trip to Denver, Colorado for a visit to the U,S. Central Bank for
Cooperatives (CBC) which supports the twelve (12) district Banks for To-
eperatives throurhout the country., A visit is also proposed to the Fam
Bank Services (FBS) which providas a variety of computer, communication

and training services to all of the thirty-seven (37) banks represented
throughout the Farm Credit System.

B.. KOREA (Group A and B)

The Korea training program would include a visit to the National Asricultural
Cooperative Federation (NACF), established in 1961 as the primary rural
credit lending instituticn, and to the Korean Aericultural Bank. In addition
to providing credit, the NACF performs marketing and purchasing services
through a natienal cooperative structure. Participants would have an
epportunity to study the role that cooperatives have played in Korea in

terms of providing credit services in rural areas. Alse participants

would have a chance to study Korea's highly successful rural savings program,

C. THE PHILIPPINES (Group A and B)

While in the Philippines participants would study the Philippine Rural
Credit Program which is administered and supsrvised by the Central Bank

of the Philippines (CBP) throush its Department of Rural Banks and Savings
and Lesn Associations (DRBSLA). Participants would be given a thorough
erientation by the DRBSLA and would have an opportunity to study credit
program policies, lending, training and supervision procedures. Additione
ully, participants would visit the Technical Board on Agricultural Credit,
an institution which initiates research and provides policy direction on
oredit related matters, for an orientation and briefing,

A two-day field trip would be scheduled in order that participants might
travel to Nueva Ecija Province (Central Luzon) to obssrve the actual
eperation of each of the two types of rural banks operating within the
Philippines; privately-owned and cooperatively-owned rural banks. Visits
would be made to the Cabanatuan City Rural Bank and to the Ceoperative
Rural Bank for Nueva Ecija.
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PARTICIPANTS (Peserta)

This international trainineg program has been designed to provide
additicnal credit-related skills to individuals responsible for managing
the technical implementation of thes Citanduy II Rural Credit Progran,

As the Bank Pembansunan Daerah (BPD) is the primary technical management
agency, representing the office of the governor, which is responsible
for implementing Citanduy credit activities, it is proposed that twe
participants from the BFD Jawa Barat and twe participants from the BFD
Jawa Tengah join this training program, Individuals from the BPD's
should be from both senior level as well as from upper-middle level
management, One participant from each bank should be desimnated teo
attend the itinerary of Group A, and one participant from each bank

should Join the itinerary of Group Bs Pending the availability of travel
and training funds under the international training budget, 2-3 additienal

participants might be nominated from other agencies such as Departmen
Dalam Negeri ard/or BAPFEDA to join the BFD participants. Additional
participants, if any, should have dirsct project credit-related respon-
sibilities and would join the program itinerary of Group B.

Participants neminated to att;md this training are:

NAME AGENCY TITLE

1. BFD JABAR

2, BFD JABAR

3. BPD JATENG

4, BPD J ATENG

34
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ATTACHENTS  (Lampiran)

As Preposed Intermational Program Itinerary
B. Overseas Travel Itinerary = Group A

" Co Overseas Travel Itinerary = Group B

De Intemational Training Program Budget

E. Description of U.S.D.A, Course entitled, "Small Farmer Credit
Policy and Administration®

F. Overview of U.S., Farm Credit System

Gs Brief History of USAID credit program support in the Fhilippines
and Kerea

He Participant Blodata Sheet

PREPARED BY:

Mark A, Van Steenwyk
Rural Credit Advisor
Citanduy II Project
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COURTRY
U.S.

Washingten,
D.c.

St- Plul'
Minnesota

Cnaha,
Nebraska

Denver,
Celorade

KCREA

GROUP

>

A& B
A& B

A& B

A&E

PHILIFPINES A & B

DATES
13-17 SEP

19 SEP/280cT
31 OCT/2 Nov

o4 NOV -
07-08 NOV

09-10 NOV

16-18 NOV

21.22 NOV

2324 NOV

ACTIVITY

Preparation for USDA Course
Attend USDA Course TC140-8

Orientation to U.S. Farm Credit
Systen and visitation te various
credit and coeperative institu-
tions

Visit Farm Credit Banks ef
St. Paul

Visit Farm Credit Banks of
Cmaha

Visit Central Bank fer
Coeperatives

Visit Farm Bank Services (FBS)

Visit National Agricultural
Cooperative Federation and
Korean Agricultural Bank

Visit Central Bank ef the Phil-
ippines & TBAC

Field trip te Nueva Ecija Prev,

PROPOSED INTERNATINAL TRAINING PROGRAM ITINERARY

PROGRAM

Course orientation & administratien
Small Farmer Credit Policy & Admin,

U.S. Fleld Travel Orientation
Visit Fam Credit Administration
Visit Farm Coopserative Service

Visit various private, non-profit &

government institutions providing

technical assistance, training and
other support to int'l., credit programs

Introduction to the three credit bankss
Bank fer Coeps, FICB and Land Bank

Intensive look at FICB & field visit te
local Preductien Credit Association

Orientatien as to roles, functiens &

responsibilities of CBC

Observe credit support services of
the U.S. Farm Credit System (cemputer,

training, etc.)

Observe and study rursl leanding

and savings programs in Korea and
study role of cooperatives in lending

Receive orientation to the Philippine

Small-Farmer Credit Program

Visitation & erlentation to the lending
pregram of the Cabanatuan City Rural Bank
Visitatien & erientatien te the lending
pregran of the Cepperative Rural Bank

for Nueva Ecija

AGENCY

RESFONSIBLE
PERSCN

Usba /

USDA

ACDI /D. Thomas
FCA

FCS

USDA

voC
ACDI & CUNA

FCB /B. amdahl
FCB /D. Hevendick
CBC fe. Greeiesen

FBS

NACF /Poe Yung Lee
x4 /

DRBSLA/C, Odra
TBAC [K.Agabin
CCRB /S. liwag
CRBNE/L. Chavez

¥ Jusaqoeiqy



INTERNATIONAL TRAINING PROGRAM BUDGET

GROUP A BUDGET (per Participant)

ITEM » COST
International Travel 2,400
U.8. Travel (Incd. above)
USDA Course TC 140-8 54379
Per Diem, 30 days @ $50/d 1,500
Miscellaneous 200 »
TOTAL $ 9,579 X2 = §$19158

GROUP B BUDGET (per Participant)

IIEM gosT ($)
International Travel 2,400
" UeSe Travel (Incd, above)
Per Diem, 30 days @ $50/d 1,500
Miscellanedus 00
TOTAL- $ 4,200 X2 = § 8,400

Attachment D

GRAND TOTAL (Four (4) Participants) = § 27,558



Attachment B

SMALL FARMER CREDIT POLICY AND ADMINISTRATION
TC 140-8 R6¢

DATES AND DURATION

6 weeks: September 19-October 28, 1983. Participants should arrive in Washington,
D.C., on September 12 for course orientation and administrative
procedures,

TARGET AUDIENCE

National or regional agricultural credit officials who supervise loans to small
farmers and who are expected to play influential roles in the agricultural credit
agencies of their government.

OBJECTIVES

Participants will develop the knowledge and skills to: (1) understand the role of
credit programs for small farmers in ‘economic development; (2) implement lending and
borrowing principles; (3) evaluate mechanisms which can be used to reduce risks and
the heavy administrative costs associated with small farmer credit programs; and
(4) weigh alternative policies and the trade-offs that exist among them.

CONTENT

Topics include the role of small farmer credit programs in the development of the
agricultural sector; the formulation of agricultural policy; discussion of major
credit policy issues including supervision, interest rates, distribution channels,
savings and the attraction of funds; review of borrowing and lending principles;
review of production economics; examination of small farmer production, financial
structure, and credit behavior; financial institutions and markets; and administra-
tive techniques for serving small farmers, Field trips include visits to major U.S.
agricultural credit institutions to observe and practice administrative technigues
used in making loans. Participants exchange ideas on the overall agricultural
credit systems in their home countries and learn how small farmer credit fits into
their systems.

OTHER INFORMATION

Conducted in English by USDA, university faculty, and consultants. Simultaneous
interpretation is available in French and Spanish at additional cost.

COST

AID participants: Total $5,379 includes $3,129 for training fee and associated
costs and $2,250 for maintenance allowance.

UN/FAO participants: Total $5,119 includes $2,869 for training fee and associated
costs and $2,250 for maintenance allowance.

A1l other participants: Total $5,379 includes $3,019 for training fee and associ-
ated costs payable to USDA, and $2,360 for maintenance allowance, books, and
book shipment payable directly to the participant.

TRAVEL

Participants should be provided round trip air tickets from their home countries to
Washington, D.C.

OVERSEAS AVAILABILITY

Available for overseas presentation upon request by AID, the World Bank, FAO, devel-
oping country governments, foundations, and private organizations. The Smail Farmer
Credit Policy course and the Small Farmer Credit Distribution and Administration
course will continue to be available separately in English, French, and Spanish.
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YEAR I PROGRAM ORIENTATION AND TRAINING AGENDA

(26-29 December 1983)

Participants: Year I EKPD Managers

AGEMDA

DAY I
A,

DAY II
A.
B.
c.

DAY III
D.
E.
F.
DAY IV

A,
B.
C.
D.

Project Kabupaten Inspectors
BPD Branch Managers
BPD Central Office Staff

- PROJECT ORIENTATléN

The Citénduy II Project

- Description

The Citanduy Rural Credit Program

Objectives
Development strategy
Program scope
Implementing agencles
Program inputs
Program outputs
Accomplishments
Future activities

- LENDING POLICIES, GUIDELINES AND PROCEDURES
Implementation Plan
Governor's Instruction on Program Implementation

General Provislons

~ LENDING POLICIES, GUIDELINES AND PROCEDURES (Continued) .
Short-term Lending

Term Financing

Accounting System Procedures

~ INITIAL LENDING ACTiVITIES AND TIMETABLE

Agricultural Loans

Trader Credit

Size and Scope of Year I Lending Program
Other Topilcs
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III. H. ACCOUNTING PROCEDURES IMPLEMENTATION DIRECTIVE

(Forms Not Included)
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PETUNJUK PrLAKSANAAN
PROSEDUR ADEINISTRACI/PEMBUKUAN
KREDIT DAS CIT&LDUY

4wa BARSS

BANK PEMBANGUNAN DAERAIH JAWA BARAT

PROYEK PENGEMBANGAN WILAYAH DAS CITANDUY
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2.

2. tiode) Buku=bukue

Hodzl buku=bultu yang harus digunukan dalam penyelenggaraan Kredit Usa

ka Tani Ua8 Citanduy yaitu 3

hodel Ae 1 @ "duku Jatatan Kas!
tang uerupakan pegancan agien kas/Kasir, untuk mencatat ee=
mua transakci yang menyangkut penerimaan uang dan éengeluaran
uung serta saldo uang kas yung tercedia setiap saat pada lem-
baga (BKPD/LPK) khusus yang bersangkutan denpan proyek . per-
kreditan DAS Citanduy.
Pada cetiap akhir periode pembukuan perlu diketahui saldo kas
yurp torsedia, scbagal bahan laporan bulanane

odel Aes & ¢ "Buku llarian Kas"
Yung merupakan pegangan bagli Bagian administraci, untuk mehqg

tat semua transaksi mengenai penerimcan dan pengeluaran uange

fiodel Ae 3 & "3uku Harian Bank"
Untuk mencatat penyetoran dan pengambilan uang di Bank Lain
dun -intuk mengetahui saldo uang di Bank setiap akhir periode
pembukuan. .
Pencatatan uang di Bank khusus dana kredit Da5 Citanduy, disa
tukan dengan pembukuan yang telah ada yaitu dana BKPD/LPK -
yang disimpan di Bank lain, namun harus dipisahikan antara ko-
lom dana #KPD dengan %olom dana kredit DAS Citanduye.

odel Ae & ¢ "3uku Harian Kredit"
Fungszinya sebagai pencatatan transalesi pemberian kredit dan
penerimaan angsuran pokok serta saldo kredit setiap saat yang

diperinci menurut sektor kredit.

Model Ae 5 : "Suku Pinjaman/Kredit yung dibcrikan®
*ungeinya untuk mencatat semua pemberian kredit/realisasi kre
dit cecara kumulatif atau sering disebut Omzet kredit/Volume
kredit yang diperinci menurut sektor kredit.

%odel A. 6 ¢ "Buku Nominutif Lebitur"
Fungsinya untuk mencatat semua duftar debitur yang telah dibe
ri kredit dan saldo kredit pada setiap periode pembukuane
duku ini dibuat setiap tiga bulan sekalie

“nOdel l\o ?n-.---cc-
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Model Ae. 7.: “3uku Penghasilan'
Fungeinya untuk mencatat sewua penghasilan 3KPD/LPK selama pe-
riode pembukuan.
Untuk mengetahui jwslah penghasilan dari kredit DAS Citanduy,
maka perlu adanya pemisahan kolom penghasilan antara Pengha -
"silen kredit DAS Citanduy dengan penghasilan dari Kredit lain
nya. Sedangkan buku yang digunukan cukup satu saja.

tiodel A.12 3 "Buku Harian Simpanan'
fungcinya untuk mencatat semua mutasi penerimaan dan pengam -
bilan simpanan dan saldonya setiap saat, sedangkan pemakaian
bukunya cukup disatukan dengan yang telah ada yaitu buku Hari
an sinpanan sKPU/LPK, namun perlu adanya pemisahan kolom anta
ra Simpanan sKPD/LPK dengan simpanan dari Debitur Kredit DAS
Citanduye.

Model A.18 : " Buku Pinjaman"
Fungsinya untuk mencatat semua transaksi pinjaman yang diteri
ma oleh lembaga (BKPD/LPK) sebagai dana untuk disalurkan seba
gai kredit atau untuk keperluan lain sesual dengan perjanjian
atau ukad kredit.
Posisi pinjaman akan berkurang apabila terdapat pengembalian/
pelunusan dan angsuran poxok pinjamane
Untuk Dana Kredit DAS Citcnduy perlu dibuat kolom tersendiri,
apubila pinjacan ini banyak ragamnya maka perlu diperinci ber
dasaricsn sumbernyae

kodol AeZ0 ¢ " Buku Biaya "
Yaitu untuk mencatat semua transaksi pengeluaran yang merupa=

kan biaya yang berhubungun dengan pengelolaan kredit DAS Ci -
tanduye.

Se Moucl HKartu-kartu.

Yang digunakan dulum rangka penyelenggaraan kredit VAS Citanduy pada
prinsipnya sama seperti untuk kredit lainnya, hanya untuk memudahkan petugas
SKPD/LPK diadukon pengkhususan dalam warna yang berbeda dengan warna kartu-
kartu yang diperpunakan untuk kredit waum dan kredit &PBG (ilon Kredit DAS
Citunduyde

ﬁ(.‘Kitu pula. X
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ke

segitu pula halnya dengan simpanzn perlu adanya pengkhususan warna un-
tuli simpanan duri para nasabah kredit vid Citenduy.
adupun kartuskurtu yung dipergunakan yuitu 3

- nodel Be 1 ¢ Kartu Pinjuman.

.= wodel 3. 2 ¢ Rurtu Simpanane

4 lodel Forualire

Formulir-formulir yang &igunakun pada prinsipnya suma dengan yang
Silaksanakan di BRPD/LPH, hanya untuic kredit Das Citanduy dilengkapi de=
ngan formulir Surat rekomendasi dari Kepala Desa dan dari Dinag/Instansi
‘Instansi yang berhubungan dengan Proyek DAS Citanduye.

Se ‘iodel LlLanorane

Laporan~-laporan yang harus dibuat oleh masing-masing BKPD/LPK di
tingkat kecamutan adalah laporan bulanan dan laporan-laporan lainnya
yung sudah ditzntukan, disamping mewbuat laporan-laporan tersebut juga
harus membuuat laporan Rekapitulasi Perkembangan Kredit dalam Program
Pengenbangan Wiluyah DAS Citanduy secara tersendirie

Laporan-laporan yang harus dibuat di tingkat kabupaten merupakan
laporan gabungan dari tingkat kecamatan untuk disampaikan ke tingkat
Propinsie
Jengan diterima laporan gabungan dari tingkat kabupaten, maka di ting -
kat Propinsi dibuac laporan gabungan se Propinsi Jawa Barat yang kemu -
dian disampaikan kepada yang berkepentingane. (contoh formulir laporan

terlampir)e

Dari semua bentuk/model buku, kartu dan formulir yang dipergunakan
dalam 3KPU/LPX untuk kegiatan kredit umum dan kredit MPSG serta kredit la-
innya, tiduk semuanya dipergunakan dalam penyelenggoraan kredit OAS Citane
duy. iiaka perlu umeribandingkan antara model buku, kurtu dan formulir yang
dipercunaican secara wiun di BKPD/LPK dengan model buku, kartu dan formulir
yang khusus diperguns<an untuk kredit Das Citanduy, yang diperinci sebagai

berizut @
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6.

Yius VIPARAL oaCaltiv UHUM

YNNG DIPAXAL KHUSUS UNTUK
KREDIL DAS CITANDUY

Kartu Contoh Tanda Tangan
dartu Pembayaran Deposito

Kartu Fiugam Deposito

3urat Perintsah Pengeluaran

liota Pengelunran Bank

flota Pemindah Bukuan

Yanda Penerimzan Angsuran
surut Permohonan Kredit /
osurat deterangan Kelakuan
durat Keterangan Barang-barang
surat Kuusa menggunakan jamin-
surat Jdunda venyerahan parang-
ourat “anda Penerimaan/Penye-
rahan surat-surat jaminane
Jurat Perjanjian Kredit

Surat Ruasa denjual Barang

surat Persetujuun Suwei/Istri

surat Pergetujuun Perpanjange

DI  BKPD
ile 0DIL KallU=KARTU @
todel Be 1 ¢ Kartu Pinjaman
de 2 3 Rartu Simpanon
De 33
RV
Se b 3
~ila ULl MUHEULIG-FOMULIR
sodel Co 1 ¢

Uung ( 5p0U )
Se 2 ¢ Kwitunsi
ve 5 3
Se 4 : Yanda Penerimsan
Ca 5.3
Co 6 2

kredit.
Co 7

vinjunane
Se 3 2

Sailce
Ce 9 3

Jaminun bcrge}ak.
vel0

an orany laine
Cel1 3

barang bLergerake
Se12 3
vel3 ¢
Setly 3

Juninan.
vel5 ¢
C16 ¢

an Rredit

Se1?

Surut Peasberitaluan Pembayar-

an AdLsuran

Kartu Pinjaman, dengan warna lain.
Kartu Simpanan, dengan warna laine
Tidak dipakai
Tiduk dipakai
Pidak dipakai

? Dipergunakane

Dipergunakan dengan perubahan kemungkin

an untuk perorangan dan kelompok.

Lidak diperguneakan.

Vipergunakune

Tidak dipakai.e

Jipergunakane

Dipergunzkan

vipergunakan, dengan penyempurnaane

Dipergunuiane
Iidak dipaxais

Dipergunuiane

Yipergunuicans
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Lo DIPAGAL SECARA UHUN

ad SKED

YAllG DIPAKATI KHUSUS UNIUK

KRewIT DAS CITANDUY

]
vodel Ue13

: Surat anglwran (Peringatan)

untuk debitur penunggake Dipergunakan.
we19 : Derita acura Pemeriksaan On ‘
Yhe Spot (ditempat)
Se20 ¢ Surat Permohonan Hembuka Re=-
keninge Tidak dipakais
Ce2d1 : Syarat-syarat Umum Penyimpan.
Ce22 : Surat Perjunjian.
Cei3 ¢ 3uku Penyctoran/Pengambilan
Simpanan untuk Nasabah. Dipergunakan.
Ce2lt : Surat Pendaftaran Deposito. Tiduk dipakai.
Surat Rekomendasi dari Kepala Desa
dan atau Dinag/Instansi ybse
hetsranan ¢

Untulz Buku, XKartu dan Formulir yang diperpunakan
Kredit DAS Citanduy diberi keterangan khusus dengan

mencantwskan nama ' DAS CIDAIIWUY " atau dengan varna
yang berleda dari yang sudah ada/berlakus
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1Ile froscdur Perkreditan DA3 Citanduye

Jele

3e2e

Penerinaun vVana Kredit JAS Citanduy ¢

Yang menjadi landesan kerja dalam pencrimzan pinjaman/Dana kre
dit vas Cituaduy yang merupakan kredit ialah "Persetujuan Kredit "
antara pemberi kredit yaitu BPD Jawa Barat dengan 3XPD atau LPK.
Pada tiap-tiap terjadi penerimuan, maka kepada 3KPD/LPK akan diso =
dorkan Surat tanda pencrimaan uang/kwitansi yang harus ditanda ta-
ngani oleh Pimpinan BKPD/LPK yang bersangkutane

Suluh catu kwitansi verikut uangnya oleh Pexberi kredit/uPD Jawa Ba

rut diberikan kepada Pemimpin BKPD/LPK yang kemudian akan menyerah-
kannya lagi kepada Bagian Kase

Bag;ian KuSe

- dMenghitung uang yang diterima dan mencocokannya dengan kwitansie.

- Keiudian mencatat dalam Buku Catatan Kas (Model Ae 1)

- Selecal pencatatan kwitansi yang bersangkutan di cap dengan cap
"eobnil DICLRIMAY serta kemudian diparafe

~ Selonjutnya kwitansi dikirim ke sSagian Administrasie

barian Administrasi.

~ Loriva keitansi dari Bagian fas, kwitansi tersebut diperiksa ke-
veharunnyae

= Keidian dibukukan ke dalam Suku Harian Kas sebelah Debet (Model
he 2)e

~ Hemudian dibukukan ke dalam Bulu Pinjaman sebelah Kredit pada
kolom '""5a3 CITANDUY" (Model ne 18).

- Setelah selesai dibukukan dalam kedua Buku tersebut, maka kwitan
sl di cap dengan cap " DIBURUKAN eeeecess dste'

-~ Kwitansi tersebut kemudian disimpan sebagai arsips

Pemberian pinjaman/kredit kepada nasabah 3

Apabila Perorangan/Kelompok hendak weminjam uang dari BKPD/LPK, ma
ka calon debitur harus uengisi/menyerahkan

- surut Permohonan Pinjuman (Ce?)
- Lurat Kelakuan Baik (ce 8)
- surat Keterangan Jaminan (Ce9)

= Suratecessccecese
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9.

- = Surat RKuasa Untuk lienjual sarang-burang yang dijadikan jamin
an ( Ce 1 e

- Surat Rekomendasi dari kepala Desa/ Dinas, Instansi yang ber

hubungan dengan Proyek UAS Citanduye.

~ Dan surat-surat lainnya sesual dengan ketentuan yang berlaku,
Setelah syaratesyarat umum pemberian kredit tersebut di atas dipe-
nuhi, maka dilakulcan analisa kredit/appraisal kredit oleh petugas
Bagian kredit BKPD/LPK,

Setelah permohonan tersebut disetujui, maka dibuat "Shrat Per-
setujuan Kredit” (model C. 13) yang harus ditanda tangani oleh ke=
dua belah pihak (Pengambil kredit dan Pemimpin BKPD/LPK yang ber -
sangkutan).

Surat Perjunjian Kredit (SPK) ini dibuat dalam rangkap dua, yaitu 3
- Asli untuk Bagian Dana (Kredit),
~ lembusan untuk Pengambil kredit (Debitur).

Berdasarkan surat tersebut Pemimpin membuat Surat Perintah Penge. -
luaran Uang ( SPPU ) model C. 1 dalam rangkap dua, yakni 3
= Acli untuk Bagian Kas.

- Tembuscn untuk 3agian Administrasi.

Bapgian ias.

- Terima $PPU Asli dari Pemimpine.

- Berdasarlan SPPU itu Kas mewbayar uang kepada Pengambil Kredit /
Jebitur dan setelah itu SPPU di cap '"Tuliad DISAYARM.

- lengusahakan penanda tanganan kwitansi dalam rangkap 3, oleh pe-
ngambil kredite

Kwitansi ini dipergunakan :

= iasli untuk Bagian Kas dan diteruskan ke Bugian Dana.

~ Pembugan pertama untuk Bagian Administrasie.

= Zembusan kedua untuk Pengambil Kredit/Debitur.

vleh dagian Kas kemudian dibukuxan ke dalam Catatan Kas (model A.1)
kolom penyueluaran Dana DAS Citunduy, setelah itu kwitansi asli dise
rahkan ke saugian Dana.

&ﬂim‘l Danaessse
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10.

pagian Juna.

- cenerima Surat rersetujuan Kredit yung asli dari Pimpinan BKPD/LPK.

- Jerdasarkan kwitansi asli yang ditcrima dari Bagian Kas, Bagian Dana
mencatat dzlom Yaftar Pinjupan (model A, 5) dan mengisi Kartu Pinjaman
(model 3« 1)

- Surat Persctujuan Kredit berserta kwitansi yang agli ini disimpan di =

dagian Dana sebagai arsipe

Bagian Administrasie

- dienerima SPPU tembusan pertama dari Pimpinan.

- Fenerima kwitansi tembusan pertama dari Bagian Kas.

-~ Berdasarkan kwitansi ini Bagian Administrasi wengisi Buku Harian Kredit
{model A+ 4) dsn Buku Harian Kas sebelah kredit (model Ae2)s

- 9PPU dan kwitansi disimpan sebagai arsip sctelah dicap "TiLiH DIBUKUKAN''

3e3e Pcherimaan angsuran Pokok, Bunga dan lain-laine.

Apabila terjadi penerimaan pembayaran angsuran pokok, bunga -deu den
da, Bagian vana/Kredit mengisi Kartu Pinjuman (model Be1) dan Tanda Pene-
rimaan An curan sredit (model C.6) dalam rangitap dua untuk diteruskan ke

vapiun mase

dasflan Kat.

- ienerimy Lunda reneriuaan model C.6 dalam rangkap dua.

- fang berikepentinszan/Debitur datang ke 3ugian Kas untuk membayar angsur-
an kKredite

-~ Bagian RKas menerima uang pembayarannyas

- Dipukukun dalan Catatan #a model A«1 dalem kolom penerimaane

- Jelesai pencatatan Tanda Penerimsan (model C.6) rangkap kesatu dan ke =
dua di cap dengan cap "IzLAH DIT:RIMA'" kemudian dipaiaf.

- Kemudiun lunda Penerimaan (model C.6) disampzikan kepada Bagian Kredit
dan Pimpinan untuk ditanda-tangani.

~ landa renerimean aslinya diberikan kepada yang berkepentingan/Debitur,
duplikat diteruskan ke Bagian Danae

Japian Dana (Kredit/Simpanan).

~ Henerima kembuli duplikat Tanda Penerimaan Angsuran Kredit dari Bagian
‘\’&Sl

~ dembukuknNeesssoses
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1.

- lenbukukan ke dalam Buku Penghasilan untuk penerimaan bunga dan denda
(model A.7).

~ Kemudian Tand: Penerimaan (model C.6) diparaf tanda pembukuan telah
selesai.

- vuplikat Yanda Penerimcaan (model C.6) dun Kurtu Pinjaman (model B.1)

diteruckan ke sagian Administrasi.

sazian Adminictrasie

- seneriica duplikat Tanda Penerimaan (model C.6)

- kembukuitun ke dalam Buku Harian Kas (model A.2) sebelah Debet.

- vembukuitan ke dalam Buku llarian Kredit (model Alk)

- delesal dibukuon duplikat landa Penerimoan tersebut di simpan dalam

arsipe

Yelte renyetoran dan Penpambilan Simpanan.

Apabila terjadi pengembilan atau penyetoran uang tunai yang berupa
simpanun nosubah kredit DAS Citanduy pada BKPD/LPK, maka si Penyetor /
Fengambil Simpanan terlebih dahulu harus mengisi Buku Penyetoran/Pengau-
vilan Siopanan (model C.23)

Kewudian Penyctor/Pengambil tersebut datang pada Bagian Dana (Bagian Kre
dit/Simpanan) 2ilPJ/LPK serta menyerahkan Buku Setoran yang telah diisi.

Bagian Dana (Kredit/Simpanan).

- Hemeriksa atau meneliti Buku Setoran/Pengambilan tersebut, mengenai ke
benaran pengisiannya, tanda tangan dan saldo sinuponan yang adae

- Kemudian segi Penyetoran/Pengambilan yang ada di sebelah kanan Buku Se
toran itu di soock dan diteruskan ke Bagian Kas sedangkan Buku Setoran

termakoud untulzc sementara di tahan.

Perlu diperhatikan bahwa tiap-tiap dilakukan penyetoran segi (strok) se=
beluh kiri yong menunjukkan posisi, dicebelah bawahnya harus dibubuhi me
terui tempel, sedungken segi (strok) pengambilun (sebelah kanan buku) di
coret dengan tanda silange

Scbaliiknya apabila diadakan pengambilan sepgi penyetoran (yang ada di se-
belah konun atas buku) diberi tanda silung, sedangkon segi (strok) pe =

nyamoilan harus dibubuhi meterai tempele

Uagian KaSe eseevece
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gapian kase

setelah mencrima segi penyetoran/pengumbilan dari sagian Vana (kredit/sin-

panan) mrdn petugas baglan Kas ¢

- uwenghicung uang yong diterima apabila adn yang setor, atau nenghitung
uong yang aikan dibayarkan bila mengenai pengambilan.

-‘ﬁegi setoran/penganbilan dicocoken dengan jumlah uangnya, selanjutnya di
paraf.

- xemudian dibukulian ke dalam Juku Vatatan Kas (umodel Aet)

- anabila pencatutan selesal segi terucbut diéap dengan cap "Tailah DIBA -
Yait! atau *Iulaid oITERIMAY.

-~ gemudian diterusgan ke sagian Danas

dagian Dana (Kredit/simpanan).

~ iienerima kembali segi penyetoran/pengambilan dari Bagian Kas.

- Jdeneliti kebenaran pengisian, paraf dan cap.

- iemudian mengisi Kartu Simpznan (model 3.2) dan diteruskan ke Bagian
Administrasi atas nama Pimpinan.

- seyl sobekan di paraf oleh Bagian Jana sebagai tanda telah selesai di
oukuken di dagian tersebut dan kemudian meneruskannya ke Bagian Adminig

trusie

cagian Administrasie

= mencriua segi setoran/pengambilan duri Bagian Dana (Kredit/Simpanan).

- tienerima dan mcngembalikan Buku Penyetoran/Pengambilen ke Bagian Dana
setelah ditanda tangani cegi penyetorannya atas nama Pimpinane

- menerima dan mengembalikan Lartu Simpanan ke Zagian Dana seteluh di -
paraf.

- keaudian semsukukan ke dalam Buku Kas (model A.2), bila mengenai se =
toran sebelah Uebet dan bila mengenai penpgambilan sebclah Kredit.

~ embukuiiin Ke dalam  puku Harian Siupanan (model A.412) dan setelah se-
lesai pembukuan ke dalam Buku Kas torsebut cegi setoran di simpan se-

bugal arcipe

Penreluaran untuk keperluan biavae.

Apabila akan melalukan pengeluuran uang untuk membayar biaya, mi -
valnya untuk biaya pegawai, biaya kantor , biaya unum deb., maka Pimpin-

zn memberi perintah mengeluarkan uang dengon menggunakan Surat Perintah

Pengeluarun......-.
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Pengeluaran Uung (model Ce1) yang dibuatnya dalam rangkep dua, kemudian

dikirim ke Bagian Kas yang aslinya dan temobusannya ke 3agian Administra-~

el. '

sSagian Kas.

- menerima SPPU dari Pimpinan kemudian mengeluarkan uange

- mancutat dalam Catatan Kas (model i.1) dalam kolom pengeluarans

- selesai pencatatan SPPU tersebut dicap cengan cap "Tilall DIBAYAR" ke
wudian diparaf,.

- selanjutnya SFPU lembar asli disimpan sebagai arsipe

- sengusahukan penanda tanganan kwitansi oleh yang menerima sebagai lam-
piran G5PPU untuk diteruskan ke dagian Administrasi.

pagian administrasie

- wenerima temousan SPPU dari Pimpinan dan kwitansi dari Bagian Kase

- membukuxen dalom Suku darian Kas (wodel A.2) bordusarkan kwitansie
- membuiukin dulam buku biaya (model A.20) berdusarkan kwitansi.

- selesai pembukuan SPPU dan kwitansi kemudian disimpan sebagai arsipe

3e6e Penyimpanan/pensembalian uang di Bank Lain.

Apabila BKPD/LPK akan menyimpan atau mengambil usngnya di 3ank Pem-
bina/BPD Jawa Barat, maka untuk penyimpanan uang, Pimpinan memerintahkan
ke 3agian XKas untuk mengeluarkan uang dengan mer ggunakan SPPU (model -
Ce1) dalam rangkap duae
hpabila siPu/LIK akan mengambil uang di Bank Pembina/iPD, maka Pimpinan
BKPD/LPK mengeluarkan/mengsunakan cek bank ybs. untuk dicairkan kepada
dank Pe:nbino/n‘PD.Jawa darat.

Kemudian bail YPPU maupun Cek yung akan dicairlkan diserahkan ke Bagian
Rase

oagian Las.

Untuk Penycetorun simpanan di Bank lain @

- menerima SPPU, setelah diteliti kemudian mengeluarkan uange

~ mencatat dalam Catatan Kas (model A.1) dalam kolom pengeluarane

= 5PPU komudian dicap "[alaH DIBAYAR" dan diparaf.

= teruekan JPPU lembar kedua tersebut ke dagian Administrasie

~ PPl leinbur asli disiopan sebagui arsipe

= uwengusahaican tanda setoran ke sunk lain,

UntuKesoosoccosce
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Untuk Penyanbilan uang

mucnerima cek yang sudah diisi dan ditanda tangani untuk di cairkan,
nencairken cek kepada bank ybs. dan menghitung uang yang diterima.
meabululian dalzun Jatatan Kas (model 4.1) dalaa Xolom pencrimaane

Lasinn Adninistrasie

muﬁerima 5pPPU lembar kedua dan tanda setoran dari Bapian Kase

uembulauzan dalaz cuku Kas (model A.2) sebelah Debet untuk penerimaan dan
sebalah drodit untuk pengeluaran/penyetoran ke bank laine

incribukukan dalom Buku Bank (model h.3) sebelah Lebet untuk penyimpanan /
penyetoran dun sebelah Kredit untuk pengembilan.

SPPU dan funda sctoran tersebut setelah selesai dibulcukan disimpan seba-
gal arsipe



