
GRANT PROJECT AGREEMENTLIMITED SCOPE 

the Lited States of Anzrrica, acting throuEhBetween 

the A ncy for Intematicn,
 

AND 2)A6-2 

The Ministry of Finance-Directorate 
of Financial Institutions
 

(Grantee) 

2. 	 MD Project Nuber1. 	 Project Title. 

940 - 0052
Capital Market Development 


4. 	 A!lomuznt Ai r
3. 	 Appropriatiai Ihmber 

PDAA - 32 - 13450 - DG 11 

72- 1121021.6 (246 -34 -099 -00 - 69 - 21) 

agree to carry out the Project described in 
!he above-naad parties hereby mutually 

(1) the terms of this Agreemnt, including any
this tgmemit in accordance with 

attached hereto, and (2) any general agreem-at beween the two goverrmIxts
anexes 

cooperation.regarding economic or technical 

to te Proct 7. Project Assist ce 
nxr 	 of AID Grant 6. Grantee Cantribution5. Am$ 2Conpletian 	 19841$September 30,Date 

8. 	 'Tis aNreeffent cosists of this title page and
 

the Project Agreement Standard
 
Annex A (Project Description) and 

Provisions Annex.
 

For thie Agency for International Dae.elopaw~t
9. 	 For the IrP- iO S10. 


Typed Ni kar Surjaama1ja Typed Nxan William Fuller
 

Title
Title Director General of. Domestic Mission Director 
Monetay Affairs. 

Dae September 30, 1982pDtme 
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PROJECT AGREEMENT
 

Annex A
 

PROJECT DESCRIPTION 

1. Project Title: 2. AID Project Number:
 

Capital Market Development 940-0052 

3. This Project Consist of:
 

The purpose of this project is to increase the capability of Indonesia's
 

Capital Market to contribute to broad-based economic development in Indonesia.
 

During the lift of the project grant funds will provide technical consultancies 
and produce studies, reports and policy papers in cooperation with the GOI.
 

The subjects for project assistance will be in, but not limited to, such areas as
 

venture capital companies, underwriting and brokerage, debt factoring and discount
 
and the overall taxfacilities, cash management companies, credit guaranty programs 

and regulatory environment. As a result of this project, it is expected that: 
technical advisors will have assisted in writing documents determining the
 

feasibility of expanding the services offered by the Indonesian capital market and 

if feasible describing the process necessary to bring about an expansion; and
 

technical consultancies will have assisted the GOI with capital market concerns.
 

The project will provide the GOI with US $200,000 of grant funds for approxi
mately 30 person months of technical assistance. USAID will provide funding for
 

short and medium-term consultants while the GOI will contribute "in-kind" 

contributions such as counterpart and subordinate staff salaries, office space and
 

facilities for visiting consultants, local travel, documentation and translation,
 

4. Special Provisions
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interpretation services, local communication, usage of office equipment and
 
supplies, and report preparation.
 

The project will be implemented over a two year period. The Directorate 
of Financial Institutions will initiate the project by submitting to AID a
 
brief list of the specific types of technical advisors needed and a proposed
 
schedule for their short term assignments in Indonesia. Prior to contracting
 
for services, the Directorate of Financial Institutions will make a specific
 
request to AID describing the specific assignment to be accomplished and the 
problem to be addressed by the AID-funded technical assistance. The request
 
will also indicate that the technical assistance financed under this grant 
does not conflict with on-going or planned technical asistance for capital
 
market development finauced by other international donors such as the World 
Bank.
 

PROJECT BUDGET
 

I. USAID Contribution 

Technical Assistance * 110,000 
International Travel 50,000 
Per Diem 40 000 
TOTAL 3"0000 

II. Contribution 

Support Cost" * 57,000 
Contingencies 10,000 
TOTAL $ 67,000 

lrliln



PRojEcr AGREDAENT
 

PROAG STANDARD PROVISIONS .ANNEX
 

Reference to 'this Agreemet' mcans the original Project Agrculent as modified by any revisions 
A. means the country or territory of 

hecntcred into effect. Reference: to 'cooperating country'
which 
the Grantet. 

(1) AID will make availabLc the amuunt specified in Block 5 of this Agreement, as necessary for 
B. 
the Project. as may be further described in Annex A. 

the amount specified ir. Block 4 of this Agreement, as neces
(2) The Grantee will1 make &v flbl 

sary for the Project. as may further be described in Annex _. The Grantee will also make, or arrnge 
facilities and funds required for carrying 

to have made, additional contributions of property, scrvics,. 

out the Project ab spccified in Annex A. 

C. A-D td t-e Grantee may obtain the assistance of other public and private agencies in carrying 

out their respective oblig-aons under this Agreement. The two parties may agrue to accept contribu
this Agreement from other public amd 

tions f property, srvice, facilities and funds -for purposes o 

private agencies, and may agree upon the participatioh of any such third party in c-yig out activi

tics un'tr this Agreement

anl contributions of 
V. Except an othcrwise-specified herein or subsequently agreed by the parties 

die parties pursuant to this Agreement shall be made on or before the Project Assistance Completion 

Date, or amended daste. A contribution of goods or services slall be considercd to have been made 
. 

when the services have been perfoned and the goods furniihed as conte-mpLed in this Agreen 
madc, but AID hl..l not be 

Disburseinent of funds way cak place after final contributions have beu 

required to disburse funds hereundcr after the expiration o[ nine months fohiwing the estimated Pro
uiect Assistance Ca

ject Assistance Completion Date (Block 5 of this Ageement) or any anc 


pic-ion DI, t ;pecifid.
 

L .Tlie procurement of commodities and services to be financd in whole or 4%part by AID may 

(where io required by AID procedures) Ike undertaken only pursanut to Project luplemctatiota Or

den (PlO.) issued by AID. 

Unless otherwise specified in the applicable PIO or Project ImplemuLaton lu" (PI'L). the pro-
F. 

curment of conunoditics imported specifically for the Project and financed with the AID coatribu

lluck 3 of ths Agreement shall be subject i the provisionus of AID Rgulatin 1. 
tion rcfcrmd to in 

sperficd ir, the .ppi-kablc PIO, title to £ 
G. Unless otherwise agreed by the parties or otherwis 

hall be in the 
propcy procured through financing by AID pursuant to BWoi.k 5 of this Agreement 


Grante., or such public or private agency as it may authoize.
 

- (1) Any property furnished to either party through rfinncing by the other party punsuant to this 
IL 

shall, unless otherwise agreed by de party which fianccd die procurcninit, be ased ef
Agre=emeo 
fecv y for the purposes or the Project in accordance with this Agremest and upon completion of 

the Project., will be used so as to furdter the objectives sought hn carrying out the Project. Either party 

shall offer to return to the other, or to reimburse the other fir, any property which it ubtains through 
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fiang by the other party pursuant to this Agreement which is not used in accordanwe with the pre
ceding sentcnce. 

(2) Any funds provided to either party pursuant to this Agreement which are not used in accord
ance wid this Agrement, shall be refunded to the party providing the funds. 

(5) Any interest or other earnings on funds provided by AID to the Grante under this Agree
ment will he returned to AUD by the Grantee. 

L (1) If AID and any public or private organization furnishing commodities through AID financing 
for operations hereunder in the cooperating country, is, under the laws, regulations or administrative 
procedures of the cooperating country, liable for customs, duties and import taxes on commodities 
imported into the cooperating country for purposes of carrying out this Agreement, the Grantee will 
pay such duties and taxes unless exemption is otherwise provided by any applicable interuatiomal 
agre'ement. 

(2) If any personnel (other than citizens and residents of the cooperating country), whether 
United States Government employees, or employees of public or private otganizatioh under contract 
with, or individuals under contract with AID, the Grantee or any ageucy authorized by the Grantee, 
who are present in the cooperating country to provide services which AID has agreed to furnish or fin
a ce under this Agreement, are under the laws, regulations or administrative procedures of the cooper. 
ative country, liable for income and social security taxes with respect to income which they are obliga
ted to pay income or social sccuriry taxes to the Government of the United States of Amcrica, for pro
perty taxe on personal property intended for their own use, or for the payment of any tariff or duty 
upon personal or household goods brought into the cooperating country for the personal use of them
selves and members of their families (tu-,t including such personal or household goods as may be sold 
by any such pesonnel in the cooperating country) or if any firm, not nornially resident in the cooper
sting cmntry, is liable for income, receipts, or other taxes on work financed by AID hereunder, the 
grantee will pay such taxes, tariff, or duty unless exemption is otherwise provided by any applicable 
interuatioual agreement. 

J. If funds provided by AID are introduced into the coopcrating country by AID or any pubitc or 
private agency for purposes of carrying out obligatiua of AID hercunlcr, the Gr.antec-will make such 
arrangements as may be necessary so that such funds shall be convertible into currency of the cuopcra
ting country at the highest rate which, at the time the conversiun is made, is not tudawful in the coop. 
crating country. 

K. *AID hall expend funds and cany on operations pursuant to this Agreement only in accordance 
with the applicable laws and regulations of the United States Government. 

1. The two parties shall have the right at any time to observe operations, carried out under this 
Agreement. Either party during the term of the Pruject and for three years after the completio4 of 
the Project shall further have the right (1) to examine any property procueL.d thnugh financing by 
that party under thi Agreement, wherever such property is loc ,.d, aul (2) to itspect and audit 
anty records it acxcusts with respect to funds provided by, or any properties and contract services 
j, ocured through financing by, that party under this Agreement, wherever such records may be lo. 
cated and nmitined. Each party, in arranging for any dispucitiou of any property procured 
through financing by the other party under this Agreeanent, shall assure that the righits of examina
tion, inspection and audit described hi the preceding sente e are reserved to the party whicza did 
the rwacing, 
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AID and the Grantee shiall each furnish the other with such inforiation as may be needed to 
M. 

if operations under this A4reemcnt and to evaluate the effective 
deterAine the nature and scope 
ness of such operations. 

entcr into force when signed. Either party may tenal'te this 
N. The present Agreement shall 
Axrcmen" by giving the other party thirty (30) dayb written notice of intention to terminate it. 

Tcrmination of this Agreement shall terminate any obligations of the two prties to make €ontru

tions pursuant to Blocks 3 and 4 of this Agreemcnt, except for payments which they are cormmitted 

to make pursuant to noncancellable commitments entered into with third parties prior to the ter

expressly understood that the obligations under paragraph H relat
mination of the Agreement. It is 

in force after such termination. In addition, uponmaing to the use or property or funds shall 
direct that title to goo&fainaced under the Grant be 

may, at AID's expenesuch termination AID 
a source outside the Grantee's country. are in a deliverable 

trnsfefed to AID if the goods are from 

state and have not been offloaded in poms of entry of the Grantee's country. 

MI.. that Will 
To assist in thc implementation of the Project, AID from time to time, may issue 

0. use 
furnish additional information about matters stated in this Agreemnlt. The parties may also 

m-
PILs to con5rm an,! record their mutual undertanding on aspects of the 

jointly agreed-upon 
piemcntation of this Agreement. 

agrees, upon request, to execute an assignment to AID of any case of action 
P. The Grant 

to the Grantee in connection with or arising out of the contracuWa performance
wich may accrue or 
or brc-,. fperformance by a party to a direct U.S. Dollar contract with AID financed in wh6es 

in part out of funds granted loy A under this Agreement. 
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.&PMV, 3"UNITED STATE!; OF AMErltCA 

AGENCY FOiC I I : 1V. AL DE'LLOPM NT' ' 

DATL: November 19, 1982
 

Oskar Surjaatmadja
 
Director Generdl of Domestic Monetary Affairs
 
Ministry or Finance
 
Lapangan Banteng
 
Jakarta Pusat
 

Subject: AID Grdnt; Project 40. 940-0052 
Capital Market Development 
Implementation Letter No. I 

Dear b'r. Surjaatmadja: 

The purpose of tnis letter is to contirm our mutual
 
understanaing on the several aspects concerning the
 
implemontation of the Capital MarKet Development Grant
 
Project. Nothing in this letter alters the scope of the Grant
 
Agreement.
 

The Grant will provide $2UU,UU in two stages.
 
Approximately $ U,0OO will be spent in Stage 1 which will help

determine tiue activities funded in Stage II. Movement between
 
line items of the Grant budget will be permitted up to 15
 
percent of each line item without tormal approval from AID.
 
The outputs of the project will be staged as follows:
 

Stage I - Provision of technical assistance to the 
Government of Indonesia (GL) for: 

- Identification, evaluation ana provision of recomrendations 
on policy issues such as taxation, regulation, and 
administration which affect the climate tor investment and 
incentives tor savings anu investment. It is expected that the 
efforts of tnis uroal policy level review will iurtner iuentity 
areas for specific attention in tax and regulatory areas as 
well as focus on issues and neezs among the component 
institutions of the Indonesian Capital Market System. This may 
be viewed as the environmental and coordinuation level. 

- A broad general review of the inter-relationshiips of 
existing capital market institutions with lia view to how they 
might be strengthened and enhanced. This may be viewed as the 
general institutions level.
 

- Mutual agreement on a meaningrul and workable capital

market development program that would contribute to broad-based
 
economic development in Indonesia.
 



Sta, I reauniny as aoOk'e, <LimtP ALrtLr are(:-mcnt stated 
remnling Grant 'UndS Will -rovide teChnicll issistanc to th. 
Governmentt oI : or approriate instition; tor 

as se.-rities underwritiny,' developmnt, auze arid 
mdr1etig a)1 mutual tunids, development of venture capital . 
organizdr-ions. and others <is muy ou ikticrttie.. TVhi s mzty I)-
viewed as the coi-porelnt level. It is expected those: 
curOsultancies will ftccus on, but not be limited to tne 
f011 wing: 

i.R eitalization of an active stock: exchangje .ncladin 9
such. arceas as socurities underwriting, brokeragL- and
investment banking opercitions, bro};er training and 
registration.
 
2. Arialysis of roles ot various institutions in the stock 

exchance/stcck riarket activities. 

3. Developinent, management and marKe.Lng of mutual funds. 

4. Duvelopment of special iritermediate credit instruments 
and organizotions such a factor:ig Alld discuurt [aci.Lities. 

5. Development of merchant banking. 

6. Dovelopment of trus;t administration. 

S7. Developmrent of venture capital, debt factoring and cash 
,nanagwment organizat ions. 

8. Enriancei capital :,ariwt liluiJity and market emtodor 

investment decision making. 

I1mplementation ProceOurs : 

The Capital Markets Development Research efLorc in
 
indonesia iza expected to take two years. Activities must b.

completed by Septemrbr 30, 1984 to ue eligible for financing 
under the' Jrdnt. We exj.ect to snortly send thu names a.,M
curriculum vitae of proposed candidates who would work in
cooperation with Lneiraastry during Stage . (A t t. 
look forward to your advice on the candigates. Stage shou'.e 
identif y' tnose topics arid areas for furtter dtLai. Le analysis
in Stage 11. Stage I results would be incorporated iii j scris 
of indiviaual progress reports and evaluations submitted by thie 
consuLtant tor the review and consideration of the Directorate 
of Fin aricial. lnstitutionls. The.e reports souid I"e 
sufticiently complete to write a plan ot action for carrying 
out StagE 11 anid a supporting evaluatiuii pian. AgLeulnnunt ot 
specif..c Stage I activities and disbursoments.shoul be via a 
3o!it ''eview between DG.DI.hA (Directorate General of Domestic 
M~onetary ihftdirs) anu USAID. 

http:DG.DI.hA


I would be grateful if you would acknowledge your desire toimplement the subject agreement according to the general
procedures discussed above by signing below and 
returning a
 
copy of this letter. Should you have any questions regarding

this letter, ple, se feel 
tree to contact me. I woula be
 
pleased to meet with you and discuss them.
 

We look forwaro to cooperating with the Ministry of Finance 
in this important endeavor 

With kind regards 

,il1iam Fuller
 
M fision Director
 

/USAID" 

Oskar Surjaatmadja
 
Director General 
for Domestic
 

Monetary Affairs
 
Department of Finance
 

cc: 	DEPLU (10)
 
BAPPENAS (10)
 
Department of Finance (10) 

Drafted :PSDO:DStraley :ra
 
Distr:ASIA/PD (15)
 

DIR 
DD
 

FIN 
PRO
 

PSDO
 
C&R 3
 

LA
 
Clearences:FIN:RClark 
 (dratt)
 

PRO:JSperling (aft)
 
PRO:DZvinakis 
%i' 
DD:RSimpson (d aft) 


