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Asian Development Bank 
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JV 
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International Monetary Fund. 

Joint Venture. A partnership established for the purpose of 
pursuing/implementing a given project for mutual benefit. 

Presidential decree which carries the weight of law. 

Ministry of Finance 

Ministry of Home Affairs 

Memorandum of Understanding. Agreement between two parties to 
proceed toward a contract. 

Ministry of Public Works 

Perusahan Daerah Air Minurn. Local government water company. The 
principal client of the PURSE Project at the local level. 

The national association of local government water companies 

Procurement Evaluation Team. A group authorized to review PPP 
projects, procurements and draft contract agreements to ensure their 
conformity with Keppres 7/1998. 

Pre-Feasibility Study 

Project Life Cycle. Administrative system developed by PURSE to 
provide step-by-step guidance to PDAM officials implementing PPP 
projects in the water sector. Comprises two manuals for operations and 
model documents and contracts. 

Project Paper. A USAID project design document which served as the 
basis for the grant-funded technical assistance contract for PURSE. 

Public-Private Partnerships. A methodology for implementing 
infrastructure projects requiring signficant private sector capital 
investment. 

Directorate General for Public Administration and Local Autonomy in the 
Ministry of Home Affairs. A PURSE counterpart agency. 
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PURSE 
SOW 

TOR 

UEM 

WET 

Private Participation in Urban Services Project 
Scope of Work 

Provincial level government 

Local municipality level government 

Terms of Reference 

Urban Environmental Management. Office in USAIDhdonesia 
responsible for supervising the implemention of the PURSE Project. 

United States Agency for International Development. Funding agency for 
the PURSE Project. 

Water Enterprise Team. An activity funded by USAID to assist PDAMs 
address management and cost efficiency issues related to service delivery. 
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PREFACE 

In the early 19901s, the Government of Indonesia was faced with a dilemma: how to sustain 
burgeoning economic growth and prosperity when government coffers alone could no longer support 
it. Until the current political and financial crisis devastated the Indonesian economy, the country's 
rate of economic growth approached 7 percent per annum, making it one of the new "tigers" of 
Southeast Asia. Aggressive deregulation of certain aspects of the economy, notably banking, and 
an emphasis on expanding non-oil revenue sectors such as agriculture and textiles, had provided the 
country with a more sound economic base. With this surge in prosperity however, came challenges, 
particularly in the urban areas. Rapid rural-urban migration has been swelling urban centers by over 
5 percent a year, with projections that half of the country's population of 202 million would be living 
in cities by the year 2018. As more and more people flock to the cities in search of employment and 
a better life, the urban physical irdi-astructure needed to support them, has become severely strained. 

The targets established by the five year development policy and planning guidelines, Repelita VI 
(1994-98), for both increased service delivery and private participation in the water sector were 
ambitious. During this five year development planning period, clean water production for urban 
areas was to increase by some 30,000 litres per second, while small scale supplies were to reach 
22,000 villages throughout the archipelago. Of the total capital need of US$7.8 billion for 
infrastructure in the sector, more than US$2 billion had been identified as appropriate for PPP. 

In the area of solid waste management, of US$2O4 million in planned investment, approximately 
US$153 million was expected to come fi-om the private sector. 

Although urgently needed in the urban areas, wastewater treatment is viturally nonexistent in 
Indonesia. The Repelita had programmed US$268 million as an initial investment in this sector, of 
which about 75% represented potential investment opportunities for the private sector. 

Today, nearing the end of this Repelita, and faced with an unprecedented economic and political 
crisis which threatens to un-do in real terms many of the significant achievements of the past quarter 
century, Indonesia finds itself needing more than ever to create an environment conducive to private 
investment, in particular tc leverage private sector capital, technology and expertise to build the 
country's urban infkastructure. 

For seven years the PURSE Project collaborated with the central Government to help shape the 
"transaction framework", or enabling environment, to foster public-private partnerships (PPPs) in 
urban environmental infrastructure. During this period, PURSE worked with some seventeen 
municipalities pursuing actual PPP deals, primarily in the area of water supply. 

Major Project accomplishments include: 

1) Five contracts signed with the private sector in PURSE demonstration project cities valued 
at nearly $1.34 billion. 

PURSE Project - Final Report 1 



2) Preparation for the first competitively tendered water projects in the country, Pontianak 
and Manado, are now underway. 

3) Development of the Project Life Cycle, an administrative system offering step-by-step 
guidance to local government and PDAM officials in carrying out a PPP in the water sector. 

4) Development of five-module in-country training program in Bahasa Indonesia and over 
900 central and local level participants trained in PPP. This in-country program is being 
institutionalized in the Indonesian Association for Water Utilities (PERPAMSI). 

5 )  Preparation of a Risk Management System and Handbook to assist local government 
and PDAM officials better understand and appropriately allocate the various risks inherent in a 
PPP water project. The Handbook is in both English and Bahasa Indonesia languages. 

6) Development of a Rnancial halysis  Model and User's Manual (in English as well as 
Bahasa Indonesia) for both BOT and Concession agreements to enable officials to determine the 
impacts of PPP projects on the financial health of the PDAMs. 

7) Increased awaremess of and support for PPP a csmg government officials and the 
general public resulted in a Presidential Decree (Keppres) No. 7 of 1998, which stressed the need 
for an open, transparent and competitive process for securing private investment in nearly all 
sectors of public infrastructure. This awareness and understanding of the benefits of PPP was 
fostered in large part by PURSE's training programs, organization of and participation in 
seminars and conferences, and close interaction with officials at both the central and local level 
(through the demonstration projects component). Dr. It-. Sujana Royat, Chairman of the PURSE 
Tim Teknis, frequently referred to this change of "mind set" of the people as perhaps PURSE'S 
greatest accomplishment. 

Lessons Learned: 

@ Without adherence to the existing legal and regulatory framework, the PPP project 
development and implementation process will lack credibility and investor confidence 
will be undermined. As a result, the costs associated with greater political or regulatory 
risk will rise, resulting in higher costs to the consumer, or no project at all. In short, 
following a "rule of lawv' is essential. 

@ To be viable as PPPs, infrastructure projects must be thoroughly and professionaIly 
developed. Demand forecasts must be as accurate and realistic as possible, technical 
alternatives must be evaluated, and costs reasonably assessed. To do the job correctly, 
local government and PDAMs must be willing to invest the time and resources necessary 
to develop PPP projects that will be attractive to potential investors. Proper due 
diligence is required. 
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a Interested private investors must be thoroughly and impartially pre-qualified. The skill, 
experience, knowledge, and financial strength of the private party partner (not political 
connections) must be the factors determining the capability of the investor to develop and 
finance a PPP project. IPrequaHfica~on of  e tenderers is a necessary precondition to 
a successful project. 

0 The lack of competition, openness and transparency has mitigated against the interests of the 
consumer. Sole source, direct negotiation contracts do not provide proper incentives to the 
private sector to achieve the lowest possible overall cost, most efficient project technology 
or operations cost structure. This inevitably results in higher-than-necessary tariffs for the 
consumer. Competition results in the best deal for the consumer. 

a The inexperience of local government and PDAM officials relative to that of the investor 
emphasizes the need for professional consultiling expertise (technical, legal, financial) to 
assist PDAMs in the identification and formulation of the PPP project, and structuring and 
negotiation of the contract. 

0 To encourage infrastructure development in a time of political and economic uncertainty, the 
Government must consider appropriate forms o f  credit em 
projects. Such support, tailored appropriately to the circumstances of individual projects, 
would help offset project costs, reduce risk, enhance investor confidence and minimize 
negative impacts on consumer tariffs. 

This report makes the following recommendations to the GO1 and donor organizations: 

1) Institutional homes within Government for the various PURSE products and tools 
(Project Life Cycle, Risk Management System, Financial Analysis Model, training program, etc.) 
must be found to ensure continuation of the PURSE effort and sustainability of the GOI's 
infrastructure privatization program. 

2) Recent efforts by the Government to encourage a more open, transparent andl competitive 
rocess in the procurement of PPP partners in the infrastructure sector, as reflected in Keppres 7/98, 

need to be encouraged and sustained. 

3) PURSE supports the develop ent of  credit enhancement mechanisms to attract private 
investment and reduced perceived risk. 

4) In light of the May 1999 decentralization legislation, the roles o f  provincial and local 
governments and water utilities should be clarified with respect to PPP projects. 

5 )  To optimize the future potential for efficient and cost effective services in the water sector, 
PURSE believes that the Government should embark on a program of true d:d~rpordd:dk'zd~tirlpn and 
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privatization ofthe PDAMs, either through the establishment of a utility authority, an auction, or 
I some other form of asset divestiture. 

6)  Some form of continued assistance to BDAMs is required to optimize PPP potential in 
the water sector. Based on our PURSE experience, Chemonics proposes an integrated program 
which combines donor-financed loans and equity participation in selected PPP projects, with 
technical assistance to help identify and structure viable PPP projects and prepare tender documents 
and negotiate good contracts. We believe that U S A 0  has an important role to fill in this regard. 

Scope of this Report 

This report summarizes the work and accomplishments of each of the three major Project 
components -- Policy, Legal & Regulatory, Demonstration Projects, and Training and 
Communications -- and presents some of the more critical lessons learned from the seven year 
PURSE experience. The report concludes with a series of recommendations to the Government and 
USAID to support the achievements of the Project in ensuring sustainability for PPP. In addition 
to a few brief appendices at the end of this report, a second volume contains a number of Annexes, 
including an annotated bibliography of all PURSE official reports, a listing of the Project's library 
holdings, budget summary, and final inventory report. 
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PENDAHULUAN 

Pada awal90 an, Pemerintah Indonesia menghadapi suatu dilema : Bagaimana mempertahankan 
kemajuan pertumbuhan ekonomi yang cukup pesat dan kemakmuran dimana dana pemerintah itu 
sendiri tidak lagi mampu untuk mendukungnya. Sebelum keadaan menjadi seperti ini, dimana krisis 
ekonomi dan politik terjadi pada perekonomian Indonesia, tingkat pertumbuhan ekonomi mencapai 
7% per tahun, menjadikan Negara ini "macam bard' dari Asia Tenggara. Deregulasi yang cukup 
aggresif pada beberapa aspek tertentu pada perekonomian, khususnya perbankan, dan peningkatan 
pendapatan Non-Migas seperti halnya pertanian dan tekstil, telah memberikan negera ini dasar 
ekonomi yang cukup baik. Dengan kemakmuran yang cukup pesat itu, tantangan baru bermunculan, 
umumnya di daerah perkotaan. Perturnbuhan perpindahan yang pesat dari pedesaan ke perkotaan, 
kepadatan penduduk di perkotaan meningkat melebihi 5% pertahunnya, dengan proyeksi bahwa 
setengah dari 202 juta penduduk akan tinggal di perkotaan pada tahun 201 8.Orang-orang semakin 
banyak berdatangan ke kota untuk mencari pekerjaan dan kehidupan yang lebih baik, infrastruktur 
fisik perkotaan yang diperlukan untuk menampung mereka telah menjadi aus. 

Target yang ditetapkan pada Repelita ke Enam (1994-1998), untuk meningkatkan pelayanan dan 
peran serta swasta pada bidang air bersih sangat ambisius sekali. Selama periode ini, produksi air 
bersih untuk daerah perkotaan meningkat mendekati 30.000 liter per detik, dan untuk skala yang 
lebih kecil mencapai 22,000 desa diseluruh Indonesia. Dari total Modal yang diperlukan yaitu 
US$7,8 triliun untuk idi-astruktur sektor ini, Iebih dari US$2 triliun telah teridentifikasi untuk KPS 
(Kerjasam Pemerintah-Swasta). 

Untuk pengelolaan persampahan, dari US$ 204 juta rencana investasi, kira-kira US$153 juta 
diharapkan datang dari Pihak Swasta. 

Walaupun kebutuhan yang sangat mendesak di daerah perkotaan, pengelolaan air limbah 
keberadaannya tidak tampak secara nyata di Indonesia. Pada Repelita telah terencana US$268 juta 
sebagai investasi awal pada sektor ini, yang kurang lebih 75% tenvakilkan bagi kesempatan potensial 
investasi untuk Pihak Swasta 

Mendekati akhir Repelita ke Enam, saat ini Indonesia menhadapi krisis politik dan ekonomi secara 
bersamaan yang mengancam keberhasilan yang telah dicapai hampir seperempat abad, Indonesia 
hams lebih menciptakan iklim kondusive bagi keterlibatan investasi pihak swasta, pada khususnya 
pinjaman Modal pihak swasta, tehnologi dan kepakaran untuk membangun infrastruktur perkotaan 
negara ini. 

Hampir 6 tahun PURSE Project bekerjasama dengan Pemerintah Pusat untuk membantu mernbentuk 
" kerangka kerja transaksi" atau iklim yang baik, untuk mengangkat KPS dalam infrastruktur 
lingkungan di perkotaan. Selama periode ini, PURSE bekerja dengan 17 Daerah tingkat 11 untuk 
melaksanakan kesepakatan KZPS secara nyata, khususnya di bidang penyediaan air bersih. 

Keberhasilan yang telah dicapai antara lain : 
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Lima kontrak yang telah ditanda tangani oleh Piltaak Swasta di kota-kota demonstrasi 
proyek dengan nilai mencapai US$1.34 triliun 

Persiapan untuk Pertama kalinya komgetitif tender proyek air ben-sib di negara ini, yaitu 
Pontianak dan Manado, yang sedang berjalan. 

Pengernbangan Project Life Cycle, suatu sistem administrasi secara lengkap yang menjadi 
acuan bagi Pemerintah Daerah dan pejabat PDAM dalam melaksanakan KPS di bidang air 
bersih. 

Pengembangan lima modul ellatihan dalam negeri dalam bahasa Indonesia dan 
pelatihan bagi 900 peserta baik pusat maupun daerah dalam KPS. Program pelatihan ini 
dilembagakan kepada Persatuan Persatuan Air Minurn Seluruh Indonesia (PERPAMSI). 

Mempersiapkan BuBu Pedoman Bengelolaan siko untuk membantu Pemerintah Daerah 
dan Pejabat PDAM untuk lebih mengerti dan mengalokasi risiko dengan lebih baik dalam 
proyek KPS di bidang air bersih. Buku pedoman ini tersedia dalam Bahasa Inggris dan 
Indonesia 

Mengembangkan Financial Analysis Model (Model Anafisa Keaaangan) besepta dengan 
Buku Betunjuk Bemakainya (Bahasa Inggris dan Indonesia) baik BOT dan Kerjasarna 
Konsesi yang menuntun para pejabat untuk menentukan pengaruh proyek KPS terhadap 
kesehatan keuangan PDAM. 

Meningkatkan kesadaran dan dukungan untnk KPS diantara para 
Bemerintahan dan secara umurn yang dapat dilihat pada Keppre no. 7 tahun 1998, dimana 
menekankan akan kebutuhan iklim keterbukaan, transparant dan proses kompetitive dalarn 
menjamin investasi swasta pada infiastruktur umum di semua sektor. Kesadaran dan 
pengertian akan keuntungan dari KPS terangkat pada program-program pelatihan PURSE, 
organisasi dan partisipasi pada seminar dan konferensi, serta interaksi yang cukup dengan 
para pejabat di tingkat pusat dan daera (melalui komponen demonstrasi proyek). Dr. It-. 
Sujana Royat, Ketua Tim Tehnis, seringkali menghubungkan perubahan ini kepada "pola 
pikir" para pejabat yang mungkin merupakan puncak keberhasilan PURSE. 

Menajadi bahan pelajaran : 

0 Tanpa mengindahkan kepada peraturan dan hukum yang ada saat sekarang ini, proses 
pengembangan dan pelaksanaan proyek KPS akan berkurang kredibilitasnya dan keyakinan 
para investor akan berkurang. Sebagai akibatnya, biaya-biaya yang tq'adi yang berhubungan 
dengan meningkatnya risiko politik akan meningkat, yang mengakibatkan tingginya biaya 
terhadap konsumen, atau tidak proyek sama sekali. Dengan kata lain, mengikuti 
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peraturan yang adalah sangat penting sekali. 

Untuk menjadi layak sebagai KPS, proyek infiastruktur h a s  benar-benar dibuat profesional. 
Perkiraan Permintaan harus akurat dan realistik mungkin, alternatif tehnis harus dievaluasi, 
dan biaya yang wajar harus didapatkan. Untuk mengerjakan pekerjaan ini secara benar, 
Pernerintah Daerah dan PDAM harus berani menginvestasikan waktu dan sumber daya yang 
cukup penting untuk mengembangkan proyek KPS yang akan rnenarik minar investor yang 
potensial. Kerja keras akan sangat dibutuhkana. 

Investor swasta yang berminat harus diteliti dan di lihat kembali secara teliti. Keahlian, 
pengalaman, pengetahuan, dan kekuatan keuangan dari pihak swasta (bukan karena koneksi) 
harus menjadi faktor yang menentukan kemampuan investor untuk membangun dan 
membiaya proyek KPS. Kualifasi Bendahulluana dari para peserta tender merupakan 
persyaratan yang genting agar proyek ini berhasill. 

Kurangnya persaingan, keterbukaan dan transparansi telah menyebabkannya berkurangnya 
minat konsumen. Penjualan langsung, negosiasi kontrak secara langsung tidak memberikan 
insentif yang cukup kepada pihak swasta untuk mencapai biaya keseluruhan yang serendah 
mungkin, proyek yang lebih efesien tehnologi atau struktur biaya operasi. Akibat yang tidak 
dapat terhindari adalah tingginya tariff yang tidak perlu bagi konsumen. Hasil dari 
persaingan adalah kesegakatan yang terbaik bagi konsumen. 

Kurangnya pengalaman Pemerintah Daerah dan pejabat PDAM menjadikan kebutuhan akan 
investor menjadi sangat penting dalam memberkin konsultasi pmfesional (tehnis, hukum, 
keuangan) untuk membantu PDAM dalam mengidentifikasi dan memfomulasikan proyek 
KPS, dan menstrukturkan dan negosiasi kontrak. 

Untuk menyakinkan pembangungan inii-astruktur pada saat ketidakpastian dalam politik dan 
emerintah hams mempedmmabangkaaa bentuk- erntaak yang sesuali 

dukungan credit enhancement kepada proyek KPS. Dukungan tersebut dapat disesuaikan 
dengan keadaan masing-masing proyek, yang akah menolong menghdangkan biaya-biaya 
proyek tak perlu, menurunkan resiko, menambah keyakinan investor dan merninimurnkan 
pengaruh negatif pada tarif konsumen. 

Laporan ini memberikan rekomendasi-rekomendasi kepada Pemerintah Indonesia dan USAlD 
antara lain : 

1). Keberlangsungan bantuan tehnis kepada PDAM dibutuhkan untuk membantu mereka dalarn 
mengidentifikasi dan menstrukturisasi proyek KPS yang layak, dan dalam mempersiapkan 
dokumen tender dan menegosiasikan kontrak yang baik. Celah imformasi 

PURSE Project - Final Report 7 



(Project Life Cycle, Sistem Pengelolaan Risiko, Financial Analysis Model, program 
pelatihan, dll) hams didapatkan untuk memastikan kelanjutan dari usaha PURSE dan 
menjaga program penswastanisasian infiastruktur dari Pemerintah Indonesia. 

3). Usaha saat ini dari Pemerintah untuk menyakinkana keterbukaan, trans arant dam proses 
ksmpetitif dalam pengadaan partner KPS dalam bidang infiastruktur, sebagaimana 
tereflesikan dalam Keppres 7/98, perlunya dipastikan dan dijaga. 

4). PURSE mendukung gemgembangam mekanisme dari credit enhancement untuk menarik 
investasi swasta dan menurunkan risiko. 

5) .  Mengoptimalkan potensi dimasa yang akan datang untuk efesiensi dan efektif biaya dibidang 
air bersih, PURSE yakin bahwa melakaakan program myata dallam 
melnggabungkm d m  menaswas , baik rnelalui pendirian suatu badan 
serba guna, penawaran tender, atau beberapa bentuk penjualan aset. 

Cakupan Laporan 

Laporan ini ringkasan dari pencapaian dan tugas dari masing-masing komponent proyek --- Hukurn 
dan Permdang-undangan, Demonstrasi proyek serta Pelatihan dan Komunikasi -- dan beberapa ha1 
yang lebih penting yang patut menjadi pelajaran dari 7 tahun pengalaman PURSE Proyek. Laporan 
ini mencakup beberapa rekomendasi kepada Pemerintah Indonesia dm USAD untuk mendukung 
apa yang telah dicapai oleh PURSE proyek dalam menjaga kelangsungan W S .  Sebagai tambahan 
beberapa lampiran pada akhir laporan ini, volume ke dua berisikan beberapa tambahan, termasuk 
didalamnya bibliograpy dari laporan-laporan yang dikeluarkan oleh PURSE, dafiar perpustakaan, 
ringkasan perencanaan biaya, dan laporan akhir dari inventory. 
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This document is the Final Report of the Private Participation in Urban Services (PURSE) 
Project implemented by Chemonics International Inc. of Washington, DC, the institutional 
contractor. Funded by a grant to the Government of Indonesia by the U.S. Agency for International 
Development (USAID), the PURSE Project was a seven-year effort to assist the GO1 to increase the 
stock of urban environmental infrastructure (water supply, wastewater treatment and solid waste 
management) through private sector investment in, and operation, management and ownership of 
infrastructure services, facilities, and systems. 

A. Background and Project Design 

Developed in 1991, the concepts and design of the Private Participation in Urban Services 
(PURSE) Project are as relevant today as when the ideas of private sector investment in urban 
infrastructure were first beginning to take form in Indonesia. Some eight years ago it may have 
seemed that the ideas and concepts advocated by PURSE were ahead of their time. Today, however, 
it can be said that the project design was indeed prescient, and that PURSE, as both project and a 
symbol for a much broader movement toward greater private participation in Indonesia's national 
development, represents a development concept whose time has come. 

A.1 Government of Indonesia's Poky and Legal Framework 

The transition to privately financed and delivered public infrastructure services in 
Indonesia has been a slow, time-consuming one. Indeed, Article 33 of the country's 1945 
constitution holds that "production branches which are important to the country and which provide 
for the needs of the people must be under the control of the State". This same article notes 
specifically that water and its resources belong to the nation, and are to be utilized in a manner which 
benefits the people. 

Neverthless, GO1 policy and legal statutes have been moving the country in the direction of private 
sector participation in infrastructure for the past ten years. Regulations facilitating cooperation 
between state-owned regional enterprises (such as water companies -- PDAMs) and third parties 
were clearly permitted in Ministry of Home Affairs Regulation No. 4 of 1990. An earlier MOHA 
(No. 3 of 1986) allowed for such enterprises to invest in third parties, a phenomenon which has 
spawned all sorts of appearances (at least) of conflict of interest. The Ministry of Mines and Energy 
Regulations 02 of 1993 and 03 of 1993 stipulated the use of BOO and BOT contracting structures. 
There have been other sector-specific regulations issued as well. 

The sixth national five year development plan (Repelita VI) for the years 1994-1998, clearly 
understood the difficulties, psychological and well as implementation, of shifting from public to 
privately financed, managed, and in some cases even owned, infrastructure. In setting ambitious 
targets for PPP in the water sector, the Repelita also emphasized the changing roles of government, 
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noting that PDAMs and other state-owned enterprises needed to shift from acting as providers of 
infrastructure services to being facilitators or managers of service provision. PURSE found that this 
changing role, the "letting go" of traditional responsibilities coupled with misperceptions about the 
incentives of the private sector to provide good service, were among the most challenging hurdles 
the Project faced. 

In January 1998, then-President Suharto issued a potentially far-reaching Presidential decree 
Keppres) decree which, if implemented effectively, should radically alter the traditional process of 
procuring infrastructure services from the private sector. Keppres 7 of 1998 requires transparent, 
fair and open competition to secure PPPs, and laid out step-by-step procedures, including time 
fi-ames for most activities, for accomplishing this. PURSE advisors participated in the development 
of this Keppres. 

The current political and economic crisis in Indonesia is having a devastating impact on the quantity 
and quality of urban infrastructure services, including the water supply sector. New investment by 
Government has all but ceased. Local governments and PDAMs are finding that funds for capital 
improvements or even routine maintenance are increasingly limited. Revenue streams fkom 
consumers are also drying up, as having to pay even low or subsidized tariffs is becoming too 
burdensome for many people facing unemployment and skyrocketing prices for staple commodities. 
Given the pressures on Government to reduce expenditures from the central budget, the need for 

private investment in the water sector is more urgent than ever. With the IMF now projecting the 
economy to grow by only about 1 percent in 2000 after a significant down turn of about 15 percent 
in 1999, Government needs to explore measures to rectify this situation. 

At the same time, the current political situation, while somewhat more stable since the October 1999 
presidential election, remains precarious. Investors continue to take a "wait and see" approach 
toward opportunities in Indonesia. The possibility of renewed social unrest, currency fluctuations 
and untested national leadership presents a level of investment risk that all but the most intrepid 
investors will find unacceptable. Indeed, many investors have already been burned in the crisis and 
are unlikely to return in the near term. This includes investors with existing contracts who have been 
pressed to renegotiate terms related to inflation and currency risk. 

Recent (May 1999) legislation devolving significant administrative and fiscal responsibilities to the 
provincial and local levels presents opportunities as well as risks to investors. While infiastructure 
project decision making and approvals may be moved closer to ulitmate project beneficiaries, the 
PPP process has not been clearly articulated and local officials often lack the experience and 
expertise needed to develop projects and interface with the private sector as an equal and viable 
partner. 

A.2 Synopsis of the Project Paper 

Prepared at a time of declining Government revenues to h d  the urban infrastructure 
needed to sustain rapid economic growth, the PURSE Project Paper (PP) defined as the goal of the 
Project "to increase the stock of infrastructure essential for economic growth and improve the access 
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to efficiently delivered services that contribute to an improved urban environment." 

To achieve this goal, the PP design settled on the purpose of the PURSE Project to "expand the 
participation of the private sector in the provision of selected urban services (water, wastewater and 
solid waste) on a sustainable basis through direct investment or contracted participation". This 
would be accomplished through the provision of technical assistance to: 

a) identify and develop legal and regulatory requirements and procedures; 

b) identify priority areas and acceptable forms of private participation, and; 

c) develop technical and financial prototype agreements for public-private partnerships 
(PPP). 

Wisely, the project designers proposed nearly a six year implementation period for PURSE (the 
Chemonics contract was extended, incrementally, for more than another year). They recognized not 
only the complexity of creating a sustainable institutional framework of laws and regulations to 
encourage and support privatization, but, perhaps more importantly, the time required to change 
mind sets and perceptions, to educate those in Government responsible for infkastructure 
development to understand, accept, and promote what for Indonesia was a new and somewhat radical 
approach to urban services delivery. 
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2 MANAGEMENT OVERVIEW 

A. Project Evolution 

In retrospect, the 82-month long PURSE Project can be divided into five identifable, if 
somewhat overlapping, phases, each with its own challenges and opportunities, and each with some 
defining characteristics which distinguish it from the others. Taken together, they represent a 
progression of events, decisions, frustrations and accomplishments which result in what we believe 
was largely a successful (if incompletely fulfilled) project for the donor, host government and people 
of Indonesia. In the case of PURSE, the whole, so to speak, is greater than the sum of its 
phaseslparts. 

The "early years" (January 1993 - June 1994) were difficult ones for PURSE. Project startup 
problems abounded and there was more than the usual amount of staff turnover. The contractor 
scrambled to get things untracked.. Complicating factors included hesitation from the Government 
to fully embrace the scope of the Project. Advisors were discouraged from travelling to the field, 
and as a result Project activities were limited to academic papers and the occasional seminar in 
Jakarta. All parties were discouraged, and in February 1994 USAD announced that it was 
considering cancelling the contract. At this point Chemonics made some wholesale changes in 
personnel, including strengthening the project management team and hiring the first Indonesian 
professional expert. In addition to bringing new energy to the project, these changes helped to 
refocus the Team's efforts, produce some needed deliverables including status reports and work 
plans, and launch overseas training initiatives. Most importantly, perhaps, communications with the 
Government client appreciably improved. 

During the second phase of the Project, which might be termed the "institutional stengthening 
phase " (July 1994 - December 39951, PURSE focused on the legal and regulatory environment for 
PPP, and the development of a "transaction framework" in which PPP projects could actually take 
place. The Project Life Cycle was conceived and developed with close and intensive support from 
Government. Additional local professional staffwere hired, including a training manager who would 
devote full time to imbuing central government officials (at first) with a better understanding of what 
public-private partnerships were all about. An ambitious training program was initiated which 
included short course and long-term academic degree training in the U.S., and a stepped up program 
of relevant seminars, conference and workshops both in Indonesia and throughout the region. Also, 
the first cohort of potential demonstration projects was identified and visits to assess their viability 
as PPP projects were underway. 

By this time, PURSE was moving into a third phase, "consollidatiolg" (December 11995 - January 
1997), as an independent evaluation of the Project was initiated by PALPCO on behalf of USAID. 
This evaluation contained a number of constructive observations and recommendations to improve 
contractor performance and optimize project resources. Among these were to: 

e formulate a clear strategy and work plan, and revised end of project objectives with 
particular attention to sustainability; 
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Q adjust level of effort to ensure that staffing matched proposed tasks; 

Q optimize completed and operational output (such as the legal work and the Project 
Life Cycle) and link these to demonstration projects and training; 

Q) strengthen the institutional fkamework by clarifying the roles of varous GO1 agencies; 

0 strengthen linkages with other existing projects, such as the Municipal Finance 
Project. 

These recommendations were particularly appropriate and timely, as PURSE was then preparing its 
Third Work Plan, which covered the period January 1996 through June 1997.' The Third Work Plan 
responded substantively to all of these recommendations. 

Concurrently, PURSE had requested the Chemonics Home Office training manager to come to 
Jakarta to assist the Project in carrying out a revised life of project training program, with a particular 
focus on in-country training. PURSE hired a local professional training manager, and developed a 
comprehensive four (later five) module training program geared mainly toward local government 
and PDAM officials. Prepared in Bahasa Indonesia, the PURSE program included an overview of 
PPP, an introduction to the Project Life Cycle and how to actually implement a PPP project, 
Financial Analysis, contract preparation and negotiation, and risk management. 

The fourth phase of the project, "demonstsa.Qicslta ully 1998), completed 
the transition of effort fkom the central to local level, and almost exclusive focus on the 
Demonstration Projects Component. PURSE products, or "tools" such as the Project Life Cycle, 
Risk Management Handbook, and Financial Analysis Models were finalized during this last phase. 
The IQC contract was signed to augment PURSE with additional consulting resources to focus 
exclusively on demonstration projects, with the objective of bringing a number of project to contract 
closure. These additional IQC resources were blended seamlessly and harmoniously into the overall 
PURSE effort. Project facilities (offices space, vehicles, etc.), support, and professional staff were 
at the full disposal of the entire IQC team. 

At the same time, the in-country training program was in high gear. Seventeen pilot programs 
provided a PPP orientation to over 1,000 government and PDAM officials, including mayors. At 
the suggestion of Bappenas, the national association of local water companies (PERPAMSI) 
accepted the challenge of providing the institutional home for the PURSE training program. 

The Chemonics PURSE contract was slated to terminate in September 1998. In May of that year, 
the growing financial crisis wracking the country heled anti-Suharto demonstrations and violent 
protests throughout Indonesia. PURSE expatriate advisors and their families were evacuated for 

see Third Work Plan, PURSE Report No. 106.00/96/034. March 1996. 
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a month. Although Chemonics' Indonesian professional and support staff kept the PURSE office 
open and valiantly managed to provide some continuity during this trying period, for all practical 
purposes all active technical assistance under the PURSE Project ended in July 1998. 

July 11998 through October I999 represents the fifkh and final "sup ort f~aacticppas" phase of the 
PURSE Project. It is during this period that the two long-term advisors under the PURSE contract 
(Parente and Strattner) completed their assignments and departed Indonesia, and the Project assumed 
more of an administrative function in support of the demonstration project activities being carried 
out under the EUP IQC, and, later WET-1 task order. 

B. Performance Targets and Indicators 

PURSE was designed as a level of effort (LOE) type contract. Chemonics was required to 
furnish an agreed-upon number of person months of professional time in specific technical areas. 
No other requirements were included in the contract to measure contractor performance or the 
effectiveness of the technical assistance being delivered. 

The PURSE Project falls squarely within the parameters of USAD/Indonesia's Strategic 
Objective Number 4 (S04) -- Strennthened Urban Environmental Management. Of the three 
Intermediate Results (R) developed by Mission as targets against which to measure progress, 
PURSE most appropriately is placed under IR4.1 -- Adoption of New Policies and Practices to 
Facilitate Decentralized Financing of Urban Environmental Infrastructure. 

The measurable indicators to quantifjr project and GO1 progress against this target include, for 
PURSE, the value of signed agreements m4.1.3) between local governments and private f m s  in 
providing urban infrastructure services. PURSE also "shared" an indicator with the Municipal 
Finance Project, IR4.2.2 increased efficiency of local water utility management. 

To achieve these objectives and results by the end of the project (December 1999), PURSE 
continued its emphasis on the more practical, field-oriented focus on local government, and the need 
for service delivery at the demonstration project level. With respect to contracts signed, PURSE 
demonstration projects saw five PPP contracts signed totalling nearly US$1.34 billion, against a 
target of US$ZZS million by the completion of the Project. 

PURSE determined that PDAM management efficiencies could best be obtained through full 
concession agreements, wherein the private investor would take over responsibility for operating the 
entire water supply system. (BOT-type projects on the other hand, are usually limited to the 
construction and management of a single facility.) 

Consistent with the Agency's Strategic Objectives methodology, PURSE proposed a third method 
for measuring project progress and success: status of PURSE-supported projects according to the 
Project Life Cycle. Special tables for tracking each demonstration project's progress against the PLC 
were included in the QPRs. In addition, quarterly benchmarks were proposed for each of the 
individual tasks to be implemented during the Fourth Work Plan period. The table on the following 
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PURSE PROJECT 

VALUE OF QEMQNSB ION PROJECT CONTMCTS SIG 

Public-Private Partnerships in the Water Sector 

"All Values are Cumulative. 

Projected Value of Contracts Signed for PURSE Supported Projects per SO4 estimates 

Value of Contracts Actually Signed for PURSE Supported Projects 

GRAND 

TOTAL 

2000 



pages summarizes all indicators and benchmarks, by quarter, to be achieved over the remaining life 
of project. 

C. Urban Policy Action Plan 

By 1994 Bappenas, with support &om USAD, developed a framework to measure progress 
in urban infrastructure developnment and the achievement of policy goals established by the GO1 
ni the urban sector. This framework, the Urban Policy Action Plan (UPAP), was linked to Repelita 
VI policy objectives, and attempted to represent both quantifiable and verifiable indicators by 
identifying actions to be taken (such as a regulation passed) and assigning specific GO1 agencies 
responsible for achieving them. At USAID'S request, PURSE modified its quarterly reporting format 
to accommodate those UPAP actions to which PURSE was contributing. These included: 

o Improve, update and implement minimal technical standards for the design, 
construction and operation of sanitary landfills and wastewater treatment facilities. 

Q Update, improve and implement regulations requiring developers to construct and 
maintain environmental infrastructure as part of their developments. 

Formulate and implement pricing strategies for improved water sector services. 

o Develop a project risk management system. 

o Institute financial guarantee mechanisms to support BOO/B0T initiatives. 

o Select and implement appropriate PPP demonstration projects. 

o Establish a legal and regulatory framework for PPP projects. 

9 Develop technical guidelines and operations procedures for PPPs. 

These UPAP actions provided the fiamework for Project work plan development, and guidance for 
overall Project implementation. 

D. Level of Effort 

PURSE utilized a total of 52 aofessionall staff (33 ex atria& anad 19 local) with a wide 
range of technical and management skills and experience. Appendix B to this Report, Life of Project 
Personnel Schedule, presents an overview in chart form of all long-term and short-term assignments 
carried out under the Project. 
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E. Budget and Contract Amendments 

Original contract budget -- $ 1 1,065,086 
Final contract budget -- $1 1,308,3 1 8 

With the assistance of USAID and the support of the GOI, 13 modifications to the Chemonics 
PURSE contract were effected during the life of Project. While some of these were purely 
administrative in nature, others more directly impacted on implementation activities. Major contract 
modifications included were: 

Mod. no. 5 (411 1/96) -- a no cost amendment to realign budget and level of effort (LOE). 

Mod. no. 6 (5/17/96) -- required a revised quarterly reporting format which attempted to shift the 
implementation modality fiom a standard level of effort (LOE) contract to a more "performance 
based" contract. The new report format tied reporting functions more closely to the USAID 
Mission's Strategic Objectives and verifiable performance indicators. 

Mod. no. 9 (314198) -- added some $245,000 to the contract for in-country training and to realign 
Level of Effort. 

An important corollary contracting action related to the use of PURSE pronvam finds was the 
funding, in January 1997, of a separate Indefinite Qscantity Contract (IQC) vehicle to provide four 
long-term professionals (two each expatriate and local engineers and$nancial analysts) to work 
full-time in pursuit of closing deals on PURSE demonstration projects. 

Mod. no. 10 (9/15/98) -- a no cost amendment which extended the project agreement completion 
date by three months to December 3 1, 1998. This allowed PURSE (and the IQC team) to continue 
providing technical assistance services to the demonstration projects. The sharp devaluation of the 
rupiah had contributed to some substantial savings in the contract. With all local staff salaries, and 
most local expenditures denominated in local currency, the US Dollar exchange rate proved quite 
favorable to the PURSE budget. Consequently, PURSE was able to extend the services of many of 
the local professional and support staff. 

Mod. no. 11 1/29/99) -- a second no cost extension, to April 30, 1999, to allow the PURSE contract 
vehcle to continue providing administrative support to the EUP IQC team, and the WET-1 (Water 
Efficiency Team) emergency relief activity. 

Mod. no. 13 (9123199) -- further extended the project, at no additional cost, to October 3 1, 1999. 
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3 DETAILED PROJECT ACTIVITIES 

This section of the Final Report is organized according to the three original components of 
the Project -- policy, legall, and regulatory; demonstaa~on projects; and training and 
communications. These components served as the organizational framework for the project design, 
and facilitated work plan development and the preparation of quarterly and annual performance 
reports. In reality, however, the implementation of PURSE activities cannot be so easily categorized, 
as they are highly interrelated and interdependent. 

Chemonics believes it important to emphasize that in the course of actual project implementation 
individual project activities, which might on the surface be ascribed to one project component or 
other, are in theory and fact integrated and mutually supportive. The graphic on the following page 
from the Third Work Plan (January 1996 - June 1997) helps to portray these interrelationships. In 
fact, an entire subsection of the Third Work Plan was dedicated to discussing the importance of 
better integrating the three original components into a more "holistic" approach, applying the tools 
developed by the Project on actual demonstration projects, where the local government and PDAM 
officials had participated in the PURSE in-country PPP training program. In turn, the experience 
gained on demonstration projects would feed "real life" experience back into the training and help 
modify PPP regulations and procedures. In the last three years of the Project in particular, PURSE 
believes that this construct helped articulate the necessary interrelationships among all project 
activities, and greatly aided the advisory team to foster their integration when actually carrying out 
the work. 

A. Policy, Legal & Regulatory Component: Creating the Transaction Framework 

All. Background and Objectives of the Component 

As of the late 19801s, the Government of Indonesia began to set the stage for private 
sector participation in the country's infrastructure development program. A number of laws and 
regulations were issued which permitted local governments and government owned companies at 
both the national and local levels (l3UMNs and BUMDs) to enter into relationships with the private 
sector to invest in, construct and operate facilities, and perform services heretofore solely within the 
purview of government. Some sectors made significant strides, while others, perhaps less 
apparently attractive to private investors, lagged. While toll roads were built and 
telecommunications services mushroomed, urban environmental infrastructure services found few 
takers, beyond service contracts for street sweeping, solid waste collection, meter reading and the 
like. The much needed major private investments in water treatment and distribution facilities, and 
in wastewater treatment were not materializing. 

Something needed to be done. Repelita VI, the national five-year planning document for 
1994-98, called for massive private sector participation in infrastructure investment. With the 
economy then cruising along at a healthy 7% annual rate of growth, and having wisely diversified 
from a largely oil and agricultural economic base, Indonesia had emerged as one of the new Asian 
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"tigers" and clearly recognized the role of urban environmental infrastructure in sustaining this 
impressive rate of development. The questions PURSE helped address were whether the existing 
legal and regulatory framework was sufficient to stimulate actual transactions with the private sector, 
and what tools were needed to assist local governments and PDAMs implement these abstract 
policies to secure private investment in their communities. 

A2. Main Activities and Accomplishments 

An important initial activity was to conduct a comprehensive inventory of existing 
government policies, laws and regulations which concerned private participation in the three PURSE 
sectors. While these laws and regulations were numerous, they were the products of various 
ministries and agencies, often vague and ambiguous, sometimes duplicative and/or contradictory. 
Nowhere had they been compiled into a single repository, or analyzed for their content and effect 
on their collective intention to stimulate and guide the process of PPP in urban infrastructure. 
PURSE engaged the services of a well-respected local law firm, Soewito, Suhardiman, Eddymurthy 
& Kardono (SSEK) for this purpose. 

SSEK prepared two major reports for PURSE. The first provides a comprehensive spopsis sf all 
laws, decrees (presidential and ministerial), and regulations (ministerial, local) which may encourage 
or constrain private sector participation in infrastructure'. The second report analyzes this legal 
framework and suggests ten priority areas for Government to improve the legal environment for 
PPP, and proposes five specific actions to be taken to address those areas of greatest concern. 
Principal among those actions are the preparation of a PPP law or regulation to address the many 
legal ambiguities, and the preparation and adoption of clear protocols and procedures for 
implementing PPP projects.2 

PURSE was, in fact, already working on the second of these recommended actions. With some 300 
local PDaMs as prospective clients, PURSE realized that the Project could not serve all of them 
directly. A systematic approach to the process of privatization was required; one that could provide 
overall guidance on the process of doing a PPP, and then training to introduce and reinforce the 
concepts and methodologies. The Project Life Cycle offered local authorities a better appreciation 
of the issues, risks and rewards of a PPP. Lessons learned in negotiation and contracting could be 
more easily transferred to other municipalities and PDAMs just embarking on an intimidating 
privatization journey. Perhaps the Project's single most important product, the Project Life Cycle 
(PLC) provided an administrative system, how-to-do-it "cook book" approach that would improve 
the local understanding of privatization. Deals with the private sector would no longer be "one-of-a- 

Soewito, Suhardiman, Eddymurthy & Kardono. Narrative Description - Indonesian Laws and Regulations 
on Public-Private Partnerships and Private Sector Participation in the Sectors of Water Supply, Waste Water and Solid 
Waste. PURSE Report No. 101.01/94/016 November 1994. 

Soewito, Suhardiman, Eddymurthy & Kardono. Analysis of Legal and Regulatory Constraints, Deficiencies 
and Omissions in Indonesia Regarding PPP & PSP Projects in Water Supply, Waste Water and Solid Waste Urban 
Infrastructure. PURSE Report No. I.C. 1.02/95/032 December 1995. 
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kind", but rather projects would be done in a predictable, systematic, rational, comprehensible 
manner. 

Developed with local government and water utility (PDAM) officials in mind, the six phases of the 
PLC are a logical breakdown of a PPP project into understandable steps and actions. Prepared with 
the assistance of the international law firm of White & Case, the model contracts and documents 
offer guidance in the competitive tendering process, structuring agreements, and evaluating 
proposals. The PLC helps to de-mystify the process of working with the private sector, and shows 
by example how an open and transparent project procurement is in everyone's interest. 

Significantly, the PLC has also been much appreciated by the private sector as well. Investors loath 
uncertainty and seek to minimize risk. The PLC offers them some measure of comfort in an 
established, approved methodology, with a document trail and clear approvals process for investing 
in an infrastructure project. 

In 1996 the PLC served as the basis for a Minister of  Home Affairs instraactliolra for developing 
water projects with the private ~ec to r .~  This instruction codified the PLC process, and served as a 
major step in institutionalizing a rational PPP implementation system. 

The development of an overarching law or regulation dealing with PPPs as recommended by SSEK 
proved to be a more complicated and time-consuming task. The resulting Presidential Decree 
(Keppres) No. 7 of 1998, prepared by Bappenas with PURSE and others' assistance, greatly 
strengthens the requirement for a competitive tender process. While less detailed and specific than 
PURSE might have preferred, this new multisectoral law, if enforced, will help pave the way for a 
more open and transparent procurement system. The PLC itself was then revised to accommodate 
the changes mandated by this Decree. 

In transferring responsibility for infrastructure development to the private sector, the PDAMs also 
transfer much of the risk associated with such projects. Financial risk, construction risk and many 
other types of risk inherent in these projects are, under the PPB scheme, borne by the private party. 
There are, however, new elements of risk -- political risk, foreign exchange risk, among others -- 
of which PDA.Ms, accustomed to projects funded through government direct transfers and subsidies, 
are largely unfamiliar. To help local governments and PDAMs better understand these risks and to 
achieve a successfbl project, PURSE developed a Rsk Management Syste & ~al tadbook.~ 
Prepared under subcontract by Chase Manhattan Bank, the Handbook presents a detailed analysis 
of the risks inherent in a PPP water sector project and the associated strategies for risk allocation and 
mitigation. 

Instruksi Menteri Dalam Negeri No. 21 of 1996. 

Risk Management Handbook, PURSE Report No. 4/12.1.A/97/052. December 1997 
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Another important tool developed by PURSE is the Financial and User's 
~ a n u a l l . ~  A computerized model designed specifically for PDAMs considering a PPP project, the 
FAM permits users to evaluate the financial health of the PDAMs, and assesses the feasibility of 
potential PPP projects and its impact on the financial condition of the PDAM. 

The Project Life Cycle, Risk Management System and Financial Analysis Model are also integral 
elements of the in-country PPP training program developed by PURSE. A11 of these tools have been 
developed in both English and Bahasa Indonesia languages and used extensively in the field. 
As a result of these efforts, PURSE has helped put into place the major elements required for a 
"transaction framework" to allow PPP projects to developed and be implemented successfully. 

A3. Issues 

A principal concern of any development effort is long-term sustainability. While it 
took nearly six years to get the privatization framework in place, can the momentum for PPP 
continue? Can the progress to encourage private investment and structure projects in an open and 
transparent manner be maintained? PURSE believes they can. In the past three years, PURSE has 
witnessed a remarkable transformation in Government's commitment to PPP. The new Repelita VII 
under development, the issuance of Keppres 7/98, and the initial steps to establish a PPP Center are 
all testimony to this fact. The $1.34 billion in signed deals, although not competed, has given the 
Government experience in developing projects and negotiating contracts with the private sector. 
With the current financial crisis straining Government coffers to the breaking point, the PPP 
alternative is looking more attractive than ever. And finally, with the increased call for "clean 
government", and intensive scrutiny from the Wlti-' and international community at large, Indonesia 
knows that the old ways of doing business are no longer acceptable. 

Nevertheless, for the PURSE efforts to be truly sustained, three things must happen. The 
Government must: 

9 institutionalize PURSE products and the training program within Government 
institutions; 

9 enforce the spirit of Keppres 7/98 other legal and regulatory systems and procedures 
in place, and: 

9 clarify and enforce the two May 1999 decentralization laws. 

Achieving these objectives will not only help sustain the considerable privatization momentum 
created during the life of the PURSE Project, but will also give private investors needed confidence 

User's Manual to the Financial Analysis Model for BOT (and Concession) Projects, PURSE Report Nos. 
102.01.1/981055 (and 1057) 
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in the staying power of the Government's commitment to a fair and open procurement system for 
developing the country's urban environmental infrastucture. 
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B. Demonstration Projects Component: Linking Theory and Practice 

B1. Background and Objectives of the Component 

The Demonstration Projects component of PURSE was intended to test the theories 
being developed for infkastructure privatization in Indonesia with the efforts at the local level to 
attract private investment for actual projects. By providing a variety of consulting services to local 
governments and PDAMs (as well as on occasion to the private sector), PURSE was seeking to 
facilitate the process of project implementation according to the Project Life Cycle. Specifically, 
the Project Paper called for PURSE, with Government counterparts, to "be involved in identifylng 
potential projects; analyzing their technical feasibility and commercial viability; identifylng potential 
contractors/investors; and using lessons learned fiom the projects to help the GO1 develop new 
policies, regulations, guidance and model  contract^".^ 

Prior to PURSE, PDAMs had had little experience in private sector participation in water supply. 
The Nusa Dua project on Bali, developed to serve mainly tourist hotels rather than local domestic 
consumers, was considered an anomaly? PURSE used demonstration projects no only to assist local 
officials to realize actual projects, but also to provide feedback to the Policy, Legal & Regulatory 
Component, and input to the Training Component. 

Although the Project mandate was also to work in the sectors of wastewater treatment and solid 
waste management, several factors contributed to focusing Chemonics' activities almost exclusively 
on water supply. PURSE learned that, in the area of solid waste, Indonesia was already actively 
involving the private sector. Numerous cities, including Jakarta, Medan and Surabaya, had entered 
into contracts for a wide variety of services, such as street sweeping, trash collection and disposaL8 

One contract for solid waster management services was signed in Mataram, Lombok but was later 
cancelled by the local government for non-performance by the investor. Despite efforts to promote 
wastewater treatment, virtually nonexistant in Indonesia, by preparing recommended regulations and 

Private Participation in Urban Services Project Paper (Project 497-0307), U.S. Agency for International 
Development, Jakarta, Indonesia, September 199 1, p. 35. 

7 see Case Studies: Paiton Power & Nusa Dua Water Supply, PURSE Report No. 102.4.2/94/012. July 1994. 

see Description of Existing Private Sector Participation Projects and Public Private Partnership Projects in 
Indonesia - An Analysis of the Lessons Learned. PURSE Report No. 102.04.1/93/006. March 1994. 
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technical guidelines for the Ministry of Public Works, it became apparent that wastewater was a 
much lower priority for Government than extending the provision of water supply services. As a 
reuslt, and with Government concurrence, PURSE devoted itself almost exclusively to PPP efforts 
in water supply. 

B2. Main Activities and Accomplishments 

Throughout the course of project implementation, PURSE provided a wide range of 
consulting services to some 17 cities. The Project developed a set of objective criteria by which to 
evaluate PDAMs and municipalities and field visits were made to an initial cohort of eight cities. 
Of these, three water supply and one solid waste projects were selected. 

At the enter at various points along the PLC continuum, up to the point of contract sighing. As 
value of contracts signed became the important benchmark for determining contractor performance. 

As more municipalities/PDAMs began to seriously consider the PPP alternative, demand for 
PURSE'S services exceeded the Project ability to provide them. In order to determine those most 
serious about PPP, PURSE would negotiate "service agreements" with each PDAM, specifying what 
services the Project could and could not provide, assuring them of confidentiality, and requiring their 
openness (particularly with respect to their financial situation) and cooperation. To efficiently utilize 
Project human resources, and to ensure the maximum service possible for each PDAM client, 
PURSE developed an internal demonstration project management system to systematize our 
technical services delivery process. 

At its conclusion, PURSE had helped facilitate some $1.34 billion in contracts signed with the 
private sector in water supply. Several other projects are well underway, including two 
competitively tendered projects, in Pontianak and Manado. 

B3. Issues 

The services provided to demonstration project municpalities and PDAMs by the 
PURSE Project were unique and difficult to replace. With its exclusive focus on hfiastructure 
privatization, PURSE offered a rapid response capability with experienced and motivated 
professional experts. No other project was so designed to assist the GO1 address its critical 
infi-astructure privatization agenda. 

With Keppres 7/98 requiring a competitive tender process for private infrastructure investment, the 
GO1 needs to identify new ways and resources for PDAMs to identify and structure PPP projects, 
design and implement Pre-Feasibility and Feasibility Studies, and carry out the kinds of demand, 
financial, technical and other required analyses, and prepare pre-qualification and tender documents, 
and implement a competitive process. 

The two decentralization laws (nos. 22 and 25) passed in May 1998 place added burdens and 
responsibilities on focal government and utility officials for the development and financing of 
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infrastructure projects. Further clarification of these laws, and training for officials is needed to 
ensure their appropriate implementation. 

Finally, the GO1 must ensure that the lessons learned from the experience of the PURSE 
demonstration projects continue to be provided to policy and decision makers and incorporated into 
PPP training programs. 

LIST OF PURSE DEMONSTRATION PROJECTS 

The following municipalitiesPDAM's received PURSE technical assistance services 

1. 
2. 
3. 
4. 
5. 

6. 
7. 
8. 
9. 
10. 

11. 
12. 
13. 
14. 
15. 

16. 
17. 

Note: 

CITY - 
Balikpapan 
Bekasi 
Bengkulu 
Cirebon 
Jakarta 

Malang 
Manado 
Mataram 
Medan 
Medan 

Padang 
Palu 
Pontianak 
Sernarang 
Sidoarjo 

Surabaya 
Tangerang 

TYPE OF PROJECT 

Undetermined 
Full concession 
Full concession 
BOT water treatment 
Full concessions (2) 

Partial concession 
Full concession 
Solid waste mgmt 
BOT water treatment 
BOT water treatment 

Undetermined 
Undetermined 
Partial concession 
BOT water treatment 
BOT water treatment 

Undetermined 
Undetermined 

STATUS of PPP PROJECT 

Dropped by parties 
On hold 
Dropped by parties 
On hold 
Contracts signed (2) (Lyonnaise & Thames) 

Contract under review (Biwater) 
Tender in process 
Contract signed~cancelled 
Dropped (Dominion Bridge) 
Contract signed (Lyonnaise des Eaux) 

Dropped 
Dropped 
Tender under consideration 
Contract signed (Kendogo Moro) 
Contract signed (Agurnar Nusa) 

Dropped 
Dropped 

all projects were in the water sector, with the exeception of Mataram (solid waste) 
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C. Training (dk Comunicatiolgs Component: Devel b g  Skills aaad Experience for the 
Future 

CB. Background and Objectives 

hfkastructure projects in Indonesia have traditionally been centrally planned and 
financed, with local authorities required only to operate and maintain them, and to bill and collect 
the tariffs or charges due. With an increasing emphasis on decentrahzation, however (including 
the decentralization legislation passed in May 1999), and the establishment of P D M s  as local 
government-owned companies, much of the responsibility for public-private partnerships in the 
water sector is now devolving to the municipalities. Although Government has clearly made the 
encouragement of PPP an important policy objective, few officials, particularly at the local level, 
have had any experience in developing projects and structuring partnerships to make privatization 
a viable alternative for public service delivery. 

The PURSE training program was developed to address this problem -- namely to improve 
the ability of local government officials to form effective partnerships with the private sector 
to provide environmental infrastructure services to urban residents. 

612. Main Activities and Accomplishments 

Although originally intended to also concentrate on the solid waste and 
wastewater sectors, the focus of the PURSE training program was almost exclusively on water 
supply. This is consistent with the perponderance of technical assistance services delivered by 
the Project, and the GOI's own priorities at the time. 

Prepared in July 1993, the initial PURSE Training Implementation plan9 clearly recognized the 
need to work initially with decision makers at the central government level to increase their 
awareness and understanding of PPP. Consequently, the first two and a half years of the project 
focused on orientation programs, seminars, attendance at conferences in Indonesia and 
throughout the region, advanced academic degree training in the U.S., and other forms of 
training. As these central government officials grew more knowledgable of PPP, they became 
increasingly supportive of project development efforts at the local level and of PURSE'S efforts 
to provide them assistance through the PURSE Demonstration Projects Component. 

The PURSE Project Mid-Term Evaluation (PADCO, May 1996) recognized this fact, and 
formally called for the further shifting of consulting services and training emphasis to the 
municipalities. 

"The Project's emphasis on central government is essential given the highly 
centralized form of government in Indonesia ... Nevertheless, the Project should 
now seek more balance by placing increasing emphasis on local government's 
operational requirements. The Project's work on legal/regulatory reform and the 
Project Life Cycle when completed will create a more enabling environment for 
local government and the private sector. This is an encouraging trend". 

Training Implementation Plan. PURSE Report No. 103.00/93/01 
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By the end of 1995 in fact, PURSE was already moving to further decentralize the Project's 
activities. The Chemonics Home Office training manager came out &om Washington to conduct 
a review of training activities to date, and prepared a strategic training plan for the second half 
of the Project. Consistent with the then on-going Mid-Term Evaluation, the revised plan called 
for increased emphasis to be placed on training in the Indonesian language for local government 
and PDAM officials who were beginning to explore the possibilities of PPP for water supply 
projects. 

To carry out this aggressive program, a hll-time local professional training manager (not 
envisaged in the original project level of effort structure) and an administrative assistant for 
training were hired through subcontractor PT. Redecon. Expatriate and local short-term 
specialists were then engaged to develop a comprehensive in-country training program largely 
based on the Project Life Cycle. The five training modules, prepared in Bahasa Indonesia, 
included: Overview of PPP; the PLC; Risk Management; Financial Analysis; and Contract 
Administration. Pedagogical materials were also developed for instructors, and two training-of- 
trainers (TOT) programs were held. PURSE conducted eight "pilot" training programs with an 
average of 40 participants per program during last three years of the Project. 

In addition to the specialized conferences and and public-private fora organized by PURSE (Risk 
Management, 1 996; US. Ex-Im Bank, 1994; Privatization Roundtable, 1994), PURSE found 
that private sector conference organizers and other donors were also eager to promote large 
events in Jakarta on the subject of PPP in urban hhstructure. Among the numerous significant 
events organized by the private sector (or other donors) were: 

World Infrastructure Forum (private) - 1994 
9 BOTIndonesia '95 (private) - 1995 

PPP in Water & Ff'istewater (World Bank) - 1995 
e Privatization of Water Supply Conference (private) - 1996 
9 PSP Water Projects Conference (private) - 1997 

PSP and the Public Interest and Water Supply Management by the Private Sector Conference 
(INDES) - 1997 
Regional Development Seminar (World Bank) - 1997 

While PURSE did not directly finance these events, Project advisors consulted regularly with the 
conference organizers on content, scheduling, and potential speakers, and actively participated 
by preparing papers for delivery by senior government officials, serving as moderators for panels 
or sessions, and making individual presentations. The PURSE Project also sponsored the 
attendance of numerous GO1 officials. This "privatization" of technical conferences allowed 
PURSE to reallocate time and resources originally budgeted for this purpose for more work in 
the field. 

The effort to "market" Indonesia to potential investors and project developers extended to the 
U.S. as well. Chemonics played the lead role in getting officials from Indonesia and other 
developing countries to attend and actively participate in the World Economic Development 
Congress, held in Washington, DC in October 1998. Although the cost of these efforts was borne 
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directly by the fm, Chemonics organized breakfast presentations and other events to familiarize 
the private sector with opportunities in Indonesia's water sector. 

Finally, as a demonstration of Chemonics' commitment to the work of our projects in the field, 
the firm hosted a meeting of the Water Industry Council (WIC) in Washington in January 1999, 
which featured a presentation on future opportunities in Indonesia. WIC is an association of 
private sector firms, lenders and other service providers with a particular interest in developing 
water sector projects worldwide. 

Such conferences and fora were especially valuable to the overall PURSE effort as they kept the 
PPP infrastructure modality squarely in the public eye, and helped reinforce many of the same 
issues and messages concerning openness and transparency stressed by the Project. 

At the request of PDAMs in Bekasi, Surabaya, and Manado, specialized one or two-day 
orientation type programs, or financial analysis training, were given specifically to PDAM 
officials. 

Ad hoc training, most often concerning the PLC and Risk Management System, was given 
throughout the latter part of the Project to agencies such as Directorate General Cipta Karya and 
the Ministry of Home Affairs. 

C3. Issues 

Although the USAID-financed CLEANIUrban Project (a continuation of the 
Municipal Finance Project) includes as a component the Urban Management Training Program 
(UMTP) which may offer some of the PURSE in-country training modules, privatization is not 
a principal focus of CLEAN. Consequently, institutionalization of PPP training within the 
Government remains a concern. To meet the growing demand fi-om PDAMs and local 
government officials for PPP training, a permanent "home" for the PURSE in-country training 
program must be secured. PURSE explored a variety of options to meet this need, including 
discussions with universities, the UMTP, the new PPP Center being created within Bappenas, 
and other potential institutions. 

In the waning months of the Project, Bappenas proposed that the PURSE training program be 
housed within PERPAMSI, the national association of water companies. PURSE held a series 
of meetings with Bappenas and senior PERPAMSI officials to explore the possibility. 
PERPAMSI agreed to work with PURSE on implementing the seventh and final pilot training 
programs, while at the same time PURSE and USAID began discussing the possibility of finding 
additional h d s  for training. Such an extension of the PURSE training program would at once 
allow the Project to train more PDAM and local government officials in PPP, while at the same 
time give more exposure to the PERPAMSI staff in organizing and administering the training. 
PURSE has proposed a process of increased responsibility for PERPAMSI with each successive 

pilot training program, with PURSE "withdrawing" into the background, assuming a more 
advisory and monitoring function. 

If the fimding for PPP training is increased, Bappenas, PURSE and USAD should closely 
monitor the performance of PERPAMSI to be sure that they have the resources and capability 
to serve as the permanent institutional home for the PURSE in-country training program. 
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A comprehensive summary of PURSE Project training activities and statistics are included as 
Annex C of this report 

I 
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4. CASE STUDIES 

The following case studies lo look at the PURSE experience through the prism of the major steps 
of the Project Life Cycle (PLC). The PLC is an appropriate filter for this experience as it outlines the 
process a PPP project should follow in order to be successful. Specific examples from PURSE work 
with PDAMs and municipalities are given. 

PPP has yet to succeed in Indonesia because the procurement rules (as established in Keppres 711998, 
no matter how imperfect), were flaunted, and the Government did not exercise the political will needed 
to enforce them. PPP was seen, to exaggerate only slightly, as a license to print money for politically 
connected individuals and some government and utility officials. Those PDAM activities that were 
"privatized" were done so in a manner that was seriously flawed, non-transparent, and usually not in 
the interests of the consumer. While in a robust economic environment under an authoritarian rule 
such sole-sourced projects could have been made "sustainable", once the economy collapsed and the 
true cost and the manner in which they were awarded was scrutinized, individual officials, local 
utilities and institutions and Government, came under heavy criticism. So too, unfortunately, has PPP 
itself. 

An open and transparent procurement process would require that every PPP project in the water sector 
follow a similar set of steps. As detailed in the PURSE Project Life Cycle, a true PPP is a 6 phase, 
multi-step competitive process which could be applied to any infrastructure project. The following 
discussion presents some illustrative examples of the PURSE experience of where specific water sector 
projects have broken down in the first three phases of the PPP process. 

Lessons learned from these experiences are summarized in the next section of this report. 

a) Project identification, PPP infrastructure projects should be identified and structured by the 
utility or local government, representing the service needs and reflecting the interests of the 
community. The traditional practice for private sector financed projects in Indonesia, at least in the 
water sector, was one that was identified and structured by the investor, rather than the utility or local 
government. Negotiating a "memorandum of understanding" (MOU) with local authorities would give 
the investor exclusive rights to develop the project, and ensure that the investor's interests and rights 
were well protected, often to the detriment of the consumer. Such an "investor driven" project design 
usually favored the technical strengths and capabilities of the developer and suppliers, and did not 
necessarily respond to the infrastructure service needs of the community. This results in project 
initiative and control being taken away from the community, leaving the consumer at a distinct 
disadvantage. 

Padana: PDAM Padang had received an unsolicited proposal from a Malaysian investorldeveloper, 
Puncak Niaga, Bhd. to develop an 800 Vs water treatment plant, transmission pipeline and primary and 
secondary distribution pipeline under an initial build-operate-transfer (BOT) arrangement with the 
second phase to operate the city's water supply system during a 25 year concession. PURSE provided 
assistance to the PDAM in examining a number of water supply alternatives, and met on several 
occasions with both parties. The proposed project fell apart when the private investor learned that a 
regional PDAM was competing for the major customer base (an airport and industrial park) needed to 

10 A discussion of these case studies fust appeared in: White Paper: Necessary Conditions for the Transparent 
Procurement of Privately Financed Urban Infrastructure in Indonesia, and Potential Areas of Foreign Assistance, 
Chemonics International, November 1999. 
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make the project financially viable. PURSE and the investor were assured that these major projects 
were going forward and PURSE verified each by a physical examination. Further, PURSE was shown 
an agreement with the neighboring Kabupaten (district) that both the City and Kabupaten would 
cooperate for the airport and industrial park's water supply. However, at the request of PDAM 
Padang, PURSE was not able to meet directly with PDAM Kabupaten Padang Pariaman. PDAM 
Padang instead arranged a meeting with PDAM Padang Pariaman and the regional Department of 
Water Resources so that PURSE and the investor could verify the agreement and the water supply. At 
this meeting, PURSE learned that a competing project had been in progress for nearly two years to 
supply water to the airport and industrial park. Further, the Department of Water Resources was 
unable to assure the supply of raw water. This lack of communication was due in large measure 
because the private investor, and not the local authorities, had identified the project. 

Malan~: PDAM Malang invited investors to offer proposals to expand and operate the existing water 
operations of PDAM Malang under a twenty-five year concession. A total of five firms, including 
local and international companies, offered proposals for the project. The award, however, was not 
strictly in accordance with international tendering standards and the criteria for selection was suspect. 
Despite this, PURSE agreed to assist PDAM Malang. PURSE felt that this method presented the best 
selection criteria exhibited to date in Indonesia and the award had been made to a professional and 
qualified organization. Further through PURSE'S participation, the outline for an agreement presented 
an oportunity for a transparent and reasonable negotiated project. The winning bidder, Biwater 
International Ltd. of the U.K., was very cooperative and understanding of their need to offer a fair 
price and long-term solutions for the city of Malang. 

While PURSE continued to offer advice, the deal broke down as the monetary crisis deepened and the 
resignation of President Suharto put all such private sector infrastructure projects in jeopardy. Finally, 
in June 1998, the government closed all executory agreements that did not follow the rules set forth in 
Keppres 7. At the time, practically 100% of the Malang contract had been negotiated and finalized. 
While this project had more elements of an open and transparent procurement than any project 
previously pursued by PURSE, the general confusion within PPP made closure impractical. 

b) Selection of the private entity. 

In a true PPP, the private sector investor would be selected through an open competitive process. 
There has been no such experience to date in Indonesia, to the author's knowledge. 

Jakarta PAM Java is perhaps the most egregious example of abuse of PPP in the country. In that case, 
former President Suharto laid his scepter along the Ciliwung River on the city map and decreed that the 
eastern half of the city would be privatized by one of his sons, together with Thames Water of the UK. 
The western side was given to a long-time Suharto friend who had teamed up with France's Lyonnaise 
des Eaux . There was not even a pretense of competition or award based on merit. 

Similarly in Medan, the BOT project was identified and proposed by Lyonnaise des Eaux and its 
partners in accordance with guidelines contained in the Minister of Home Affairs Instruction No. 
2111996. The PURSE Project assisted the PDAM by reviewing the proposed project's demand 
forecast and facility design, and conducting a cost analysis. While the demand projections were 
considered reasonable, and the facility design appropriate, the PURSE report raised serious concerns 
about the project's cost. PURSE concluded that the capital costs for the river raw water intake 
structure and water treatment plant were some 13% too high, and that the capital costs for the 
transmission mains were approximately 16% high. If not controlled PURSE warned, this would 
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translate into windfall profits for the investor. In determining appropriate consumer tariff levels, 
PURSE'S estimate was a full 33% lower than that proposed by the investor. 

Surabava, Indonesia's second largest city, has received significant attention over the years from 
potential investors for two projects: Karang Pilang 111 (BOT water treatment),and Umbulan Springs 
(transmission). In East Java, the governor created a governmental regional bulk water company known 
as a PDAB. The PDAB in turn awarded several MOUs to members of the Presidents family. To 
develop the Umbulan project, Bechtel working in cooperation with one of the MOUs proposed a 4,000 
11s transmission main to provide water to the regional water company (PDAB) which would then sell 
the water to four PDAMs along the transmission route. Contracts were signed with the four PDAMs 
whose ability to utilize this supply was questionable. The contract broke down as the holders of the 
other MOU requested a major share in the development and the infeasibility of the project became 
apparent. While this project has been in the pipeline for some 15 years, it has never been developed 
because of continuing collusion between local government officials and powerful political interests. 
Furthermore, expectations have always exceeded the cost of development. Because of a lack of 
adequate distribution in the receiving communities along the transmission route, this project's 
feasibility remains a question mark. 

Karang PiIang has two existing treatment plants supplying 3,000 Vs for the City of Surabaya. PDAM 
Surabaya entered into a MOU with a firm owned by one of President Suharto's grandsons to expand 
the plant by an additional 4,000 Vs. PDAM Surabaya requested PURSE assistance to review a 
proposal prepared by the French water supply firm Compagnie General des Eaux (later known as 
Vivendi) working in a joint venture with Arfiss Utama. PURSE assisted in analyzing tariff and 
contract implications. However, the joint venture later dissolved with Arfiss Utama retaining the 
MOU. Arfiss later joined with a local partner, Agumar Nusa. PURSE's analysis detailed many serious 
omissions from their proposal. The most noteworthy being the lack of experience of either project 
company in water related projects. PURSE suggested that the consortia prepare a pre-qualification 
statement to determine the capability of the company to execute the project. These suggestions were 
ignored. Second, the consortium forwarded a contract to PDAM Surabaya that PURSE was asked to 
review. This review also indicated serious omissions and errors that would make signing the contract 
onerous on both parties. Clearly the lack of a competitive process allowed potentially unqualified 
parties to pursue the PPP. In the end as the political situation changed, the parties were unable to 
execute a contract. One concern of PURSE was that the holders of the contract could assign or sell the 
contract to another party without the consent of the PDAM. Without true pre-qualification, and with 
the influence of the former "first family", that possibility was ever-present. 

Sidoario, a city near Surabaya in East Java, entered into an agreement with a firm associated with one 
of the former president's sons and a grandson. The project was to construct a 200 Vs BOT water 
treatment plant selling bulk water to PDAM Sidoarjo. Assistance was provided by PURSE for a short 
duration only. As it became clear that the transaction would be non-transparent, PURSE withdrew all 
assistance. Nevertheless, the contract was eventually signed. The project has been completed by 
Vivendi and is-currently operating. Later, Vivendi was forced to buy out its partner and write off its 
investment. Vivendi is currently losing money at the operating level without any return on invested 
capital. The plant was financed out of equity only. There is no outstanding debt. The big winner in 
the project were the non-operating partners. Partly as a result of this experience, Vivendi is uncertain 
about continuing operations in Indonesia and will likely close their offices in early 2000. 

c) Contract negotiation. For those projects that were euphemistically called PPPs (Jakarta PAM 
Jaya, Medan and others) contract negotiations were difficult for the PDAMs concerned. Without the 
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benefit of competition, the PDAM had no basis for cost or technical approach comparison with other 
bidders. There was no choice for the utility but to reach an accord with the single investor, as there 
was no "second place" competitor to turn to should negotiations founder. 

With the private parties preordained, PAM Jaya or DKI: Jakarta had no leverage in negotiating either 
cost or technical parameters of the proposed concession agreements. As a result, many have felt that 
KKN influenced the final outcomes, and that proposed tariffs were too high. 

Another area in which, in the opinion of the PURSE Project, PAM Jaya was disadvantaged during 
negotiations was the utility's reluctance to hire top drawer consulting talent to assist it. While PURSE, 
and to a lesser extent the Jakarta Water Supply Sector Project, advisors provided financial and 
technical assistance to review committees in the background of on-going negotiations, PURSE had 
strongly recommended that PAM Jaya to hire experienced financial and legal assistance. PURSE went 
so far as to directly solicit interest from several investment houses (including Solomon Brothers and 
Peregrine), and law firms (e.g., White & Case). Whether out of reluctance to spend the high fees such 
assistance would command, naivete, arrogance, or hesitation to let outsiders get too close to the 
particulars of a non-transparent deal, this recommendation was ignored. 

In the case of Medan, the market place did its job. The investor had approached first the Asian 
Development Bank, and then the IFC about participating in the project, but was turned down after due 
diligence was conducted, and financing for the project never closed. The financial crisis and impact on 
consumer ability to pay resulted in the project never reaching closure. (While it is not known for sure, 
the higher than necessary, according to PURSE, tariff may have been a contributing factor.) The 
contract was signed but never canceled despite being unable to be financed. The author understands 
that Lyonnaise and the PDAM are negotiating a modified project structure using the same contract 
vehicle. It is the author's belief however, that due to the major change in project scope this would 
appear to be a new procurement, and thus in violation of Keppres 7. 

The remaining three steps of the Project Life Cycle -- facilitv construction, operation, and transfer or 
renegotiation -- are aspects of the PPP process that have not yet been reached in the Indonesian 
context. 

In the PAM Java case the contracts were signed and financing obtained. Due to the financial crisis 
wracking the country, however, some aspects of the capital investment program have been delayed. As 
a result, the requirement to increase service coverage will likely not be achieved and which could, if 
not re-negotiated, result in a contract violation. Furthermore, the anti-KKN movement has called into 
question the entire PAM Jaya procurement process. 

To summarize, all of these projects have elements in common which have contributed to their lack of 
success as PPPs. 

1. Projects were identifiedldesigned by the private sector entity, not the utility or local government; 
2. MOUs were signed giving the investor exclusive rights to develop the project (in the case of PAM 

Jaya, the investors were designated by former president Suharto), which means that; 
3. There was no competitive procurement process, which in turn; 
4. Denied the utility/local government any leverage in negotiations, which were non-transparent; 
5 .  Resulting in unfairly high consumer tariffs in most cases; 
6. All issues were not dealt with clearly at the contract negotiation stage. (The festering problem of 

personnel on PAM Jaya is distracting bath parties and hindering implementation.) 
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5 LESSONS LEARNED FROM THE PURSE EXPERBE 

Over the years, a number obeservations were made and lessons learned which the Team 
attempted to apply to our work. The six lessons summarized below are, we believe, the most 
important. "Over-arching" in nature, they represent the larger truths gleaned from the PURSE 
experience. At the same time, these lessons have a universality which allow them to be applied 
both in Indonesia and wherever the complex task of infrastructure privatization is being tackled. 

A. The existing legal and regulatory framework must be applied and enforced. 

Without adherence to the existing legal and regulatory framework, and a competent and 
impartial commercial court system, the PPP project development and implementation process 
will lack credibility and investor confidence will be undermined. As a result, the costs associated 
with greater political or regulatory risk will rise, resulting in higher costs to consumers or no 
project at all. It is of little value to have an adequate transaction framework developed if it can 
be circumvented with impunity by politically well connected groups or ignored by government 
officials seeking to benefit personally from a transaction. Project review processes must be 
professional and thorough, environmental studies must analyze fairly and objectively the impact 
of the PPP project on the health and well-being of the community, the project identification and 
development and negotiation processes must meet specific standards of performance. In short, 
creating and following the "rule of lawtt is an essential, and as yet incomplete, mid-term task. 

B. Thorough project identification and preparation is essential for a snccessfuaall 
competitive tender. 

With Keppres 711998 requiring the vast majority of PPP projects to be competitively 
tendered, responsibility for project identification, in the water sector, and preparation of pre- 
qualification and tender documentation is squarely placed on the PDAM and local government. 
To create a viable PPP, time and resources must be expended to identifj the most suitable 

project, examine possible alternatives, determine a reasonable and accurate demand forecast, and 
structure the project in a way that will make it attractive to private investors. Proper feasibility 
analysis and due diligence is required. Projects must be structured in a way that is attractive to 
private investment, while addressing the current and future service needs of the community. 
Tender documentation, including a draft contract, must be professionally prepared to 
international competitive bidding standards. To do the job correctly, local government and 
PDAMs must be willing to invest the time and resources necessary to develop PPP projects that 
are viable to the private sector. Experience worldwide has shown that the investment made at 
the early stages of the PPP project development is well spent, as it will reduce confusion, 
encourage higher quality proposals, and minimize an otherwise lengthy contract negotiation 
process. Building this capacity requires substantial technical assistance. 

C. Non-political pre-qualification of private investors will1 ensure a capable 
sector partner. 

Negotiating a 25 or 30 year PPP contract is not unlike getting married. The relationship 
is expected to be a long one, can be expected to encounter some difficulties along the way, and 
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is more likely to succeed if the partners know and trust each other prior to entering into the 
agreement. Too often, PURSE encountered potential PPP deals where a (local) private party had 
secured an agreement, usually in the form of a Memorandum of Understanding, from a local 
government official. This private firm may have been politically powerful, or simply the first 
sweet talker to arrive on the scene with an idea for a project. With an exclusive "righttt to 
develop the project, as often as not they would prove incapable of structuring a viable project at 
an affordable price, or be serving merely as a broker, the firm would look to "sell" the 
development rights to a more capable group. This practice, as PURSE encountered in Bekasi, 
adds nothing of value to the project -- it only increases the cost to the consumer. Impartial pre- 
qualification of potential investors is a necessary pre-condition for success. 

While the unsolicited project is hopefblly a thing of the past, given the emphasis in Keppres 7/98 
on competitive tenders, the need to pre-qualify only those firms truly experienced and capable 
of financing and developing the project cannot be overemphasized. Strict adherence to the pre- 
qualification evaluation criteria, and an objective assessment of the relative capabilities of all 
applicants will help ensure not only higher quality proposals fiom those short-listed firms, but 
also a qualified, capable partner to work with the PDAM in delivering water services to the 
community. In the early going at least, these projects will likely require some international 
participation. 

D. A lack of competition, openness and transparency mitigates against securing the best 
possible deal for the consumer. 

There has been much discussion about how well-structured PPP's projects should offer 
"win-win-win" solutions to a municipality's water supply problems. That is, the private investor, 
PDAM and consumer should all benefit fi-om the deal. Unsolicited, or sole source, projects 
usually lack the necessary incentives to find the most appropriate technical solutions or cost 
efficiencies to minimize impacts on tariffs. Consequently, without the benefits of competition, 
the consumer is often the loser as a result of higher than necessary tariffs, or no project at all in 
the end. There should be no losers in a PPP. A rigorous and transparent competitive 
procurement process results in the best deal for the consumer. 

E. Use of professional consulting expertise (financial, tec 
expedite the project development and negotiating processes. 

To prepare projects properly and to assist in the unfamiliar process of PPP negotiations, 
PDAMs and local governments should be willing to devote the necessary resources to hiring 
experienced help. The inexperience of local government and PDAM officials relative to that of 
investors emphasizes the need for professional consulting expertise (technical, legal, financial) 
to assist PDAMs in the identification and formulation of PPP projects, managing the bidding 
process, and structuring and negotiating contract awards. With the requirement for competitive 
tenders as stipulated by Keppres 7/98, the PDAM must assume a more pro-active role in project 
identification and development, risk allocation, and in structuring the contract document. For 
many PDAMs, this leadership role is an unfamilar, even daunting one. The wise counsel and 
guidance an experienced consultant can provide in any of the three main functional areas of PPP 
can more than pay for itself in avoiding costly errors and time delays. Resources wisely invested 
at the conceptual, project development and structuring phases is usually money well spent. The 
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result is a stronger project and fewer potential errors which could be costly to the PDAM and 
consumers. 

F. Some f m  o f  credit enhancements may be necessary to get otherwise viable projects 
off the ground. 

With the current monetary and political crisis straining Government resources to the 
breaking point, creative solutions are needed to encourage and support private sector investment 
in the country's urban infrastructure development. Without some form of support, many 
investors will judge the political (and therefore project) risks too high to consider a PPP. And 
even if they were willing to invest, this higher risk comes with a premium. Such support, tailored 
appropriately to the circumstances of individual projects, would help offset project costs, reduce 
risk, enhance investor confidence and minimize negative impacts on consumer tariffs. 

A well-defined and structured project will rninirnze the chances of a guarantee ever being called, 
and will give the investor greater confidence in the viability of the project and in his own ability 
to make a reasonable return on his investment. Such support could take many forms, given the 
unique circumstances of the individual project. 

These enhancements (including perhaps, in select cases, guarantees) would not only demonstrate 
Government's commitment to the individual PPP project under consideration, but, just as 
importantly, to the integrity of the process and structure of PPP investment procurement. Such 
a commitment will cause better projects to be developed, with more rigorous due diligence, 
design and documentation, thus actually minimizing the risk that such a guarantee would ever in 
fact be called. With a track record for viable PPPs, the need for such enhancements would be 
lessened or their duration could be shortened in the future. 

Types of credit enhancement which might be considered include: 

a) Tax incentives and holidays 
b) Performance support letters 
c) Private sector infrastructure development fund 
d) Donor-assisted guarantee programs 

In this regard, there is an important programmatic role for bilateral and multilateral institutions 
such as USAID, the Asian Development Bank, the World Bank and the IFC to play at this critical 
stage of Indonesia's development. Donor participation in limited guarantee schemes, equity 
participation and other fonns of credit enhancement can serve on a time-limited basis as a major 
catalyst to reinvigorate domestic and international confidence in PPP, and can be proactive 
measures to help draw Indonesia out of its current economic crisis. 
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6 SUMMAW and RECOMMENDATIONS 

A. Summary 

The PURSE Project is an excellent example of a complex, "cutting edge" development effort, 
which, despite serious early problems, ultimately achieved significant successes largely due to the 
commitment and collaborative efforts of the donor (USATD), host government clients and contractor. 

Virtually every objective measure established for the Project has been met or exceeded. The value 
of PPP contracts signed, nearly $1.34 billion, far surpassed the target of $225 million. Over 1,000 
officials have received training, and a comprehensive, five-module in-country training program 
prepared and a government agency "home" for it found. With PURSE assistance, a policy, legal and 
regulatory fkamework for PPP has been established, and the "tools" necessary for a sustainable 
infrastructure privatization program have been developed and institutionalized. 

However, one of the most important achievements of the Project is not easily quantified. PURSE 
has helped raise the level of awareness throughout government and the public that PPP is viable, 
legitimate alternative to fund public infrastructure. It is this increased awareness and acceptance of 
privatization which has helped create an environment conducive to PPP. 

Although the country's political situation has stablized somewhat, the on-going financial crisis 
confronting Indonesia is continues to keep many potential investors at bay. This will take time and 
commitment to resolve. However, when the dust settles PURSE believes that investors will be eager 
to return; Indonesia is too large and important a country and market to ignore. When this happens, 
Indonesia will be ready for them with a sound legal and transaction framework, a tested methodology 
and procedures for implementing projects, a cadre of officials at both the local and national level 
who have achieved a greater understanding of and appreciation for the benefits of PPP in urban 
infrastructure, and, finally, a body of actual experience in developing, negotiating and implementing 
PPP projects. This section of the PURSE Final Report outlines some specific recommendation to 
both the Government of Indonesia as well as the donor community to help make sure this occurs. 

B. Recommendations to the Government of Indonesia 

]&I. Institutionalize PURSE Products 

Institutional homes within Government for the various PURSE products and Pools 
roject Life Cycle, Risk Management System, Financial lyslis Model, training program, 

etc.) must be found to ensure the saastai~lalbillitgr of the P E effort and realization of both 
USALD's and the Government's substantial investment over the past five years, as well as to ensure 
the long-term sustainability of the GOI's privatization program. While some progress was made in 
this area at the end of the PURSE contract, the Government especially should make a determination 
regarding specific institutional homes, and then assign the appropriate resources to ensure their 
sustainability after PURSE. 
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There are various ways for the Government to address this issue. As with the PURSE in-country 
Training Program to be housed in PERPAMSI (the association of local water utilities), one 
alternative is to place each tooVproduct within an agency or ministry that is technically appropriate 
to the product. For example: the Ministry of Finance could take ownership of the PURSE Financial 
Analysis Model, and so on. 

Chemonics, however, believes that a single instiutional champion for infrastructure privatization is 
required to ensure commitment and sustainability of the infrastructure privatization process. PPP 
requires communication and an interdisciplinary approach to project development and deal 
structuring. PURSE (and other) tools are better housed within a single institution whose only 
mandate is to promote and facilitate infrastructure privatization. Otherwise, the tool risks becoming 
dependent on an individual, rather than institutional, champion. The BOT Center in the Philippines, 
which is housed under the Ministry of Finance is an excellent effort to institutionalize the PPP 
process. In addition to helping draft the regulatory framework for PPP in the Philippines, the BOT 
Center serves as a "one stop shop", and a central repository of information and expertise for public 
sector officials and private investors alike. It provides guidance on the procurement process, 
publicizes project opportunities, and in general seeks to facilitate PPP. 

The Government of Indonesia has taken initial steps to create a similar institution, named the PPP 
Center (or P3 Center). However, we believe, Indonesia should move more quickly to formalize the 
institution, and name an executive director. Chemonics, with funding from USAID, is providing 
some limited technical assistance to the GO1 P3Center, as well as to the BOT Center in the 
Philippines. 

B2. Promote the Competitive Process 

Recent efforts by the Government to encourage a more open, transparent and competitive 
rocurement of partners in the Infrastructure sector, as re 

need to be conth nd sustained. The political will needed to 
new policies must be in evidence at both the central and local levels. Chemonics believes that this 
can be best achieved through increased involvement of the community at large in all aspects of 
infi-astructure project identification, contract award and oversight. The availability of accurate and 
timely public information will help ensure an honest procurement process and garner the public 
support required to enhance the chances of project success. 

Government also needs to carefully review the enabling legislative framework for PPP, including 
the new Keppres, to guard against inconsistencies and general lack of clarity, which tends to confuse 
the parties involved (public and private) and makes investors wary. Investors abhor uncertainty. The 
Government must do all it can to make the investment climate attractive. 

B3. Provide Credit Enhancement 

Chemonics urges the consideration of credit enhancement mechanisms to foster an open 
and transparent competitive procurement process, and, iaa articular, to support 
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investment and reduce perceived risk. Such enhancements (including perhaps, in select cases, 
guarantees) would demonstrate Government's commitment to the individual PPP project under 
consideration, as well as to the PPP program in general. Such a commitment will cause better 
projects to be developed, with more rigorous due diligence, design and documentation, thus actually 
minimizing the risk that such a guarantee would ever, in fact, be called. With a track record for 
viable PPPs established, the need for such enhancements would be lessened or their duration could 
be shortened in the future. Types of credit enhancement which might be considered include: 

a) Tax incentives and holidays 
b) Performance support letters 
c) Private sector infrastructure development fund 
d) Donor-assisted guarantee programs 

B4. Fully Privatize PDAMs 

To optimize the potential for efficient and cost effective services in the water sector however, 
Chemonics believes that the Government shoaald embark on a bold iltaitiative - a program of 
true corporathation and privatkatican of Q s, either through t e establishment of a 
utility authority, an auction, or some other form of asset divestiture. While such a program 
might appear to be a radical approach, Government could annouce its intention and lay out a clear, 
phased program over a 5 to 10-year period. Such a program would require the PDAMs (or new 
water company PT.) to install qualified management, have aggressive business and service targets, 
and provide a compensation/incentives structure that is commensurate with their responsibilities and 
accomplishments. If business/service targets aren't met, management could be replaced. 

As independent entities, PDAMs should then be able (and encouraged) to associate, consolidate, and 
form other relationships that will improve their operational efficiency and enable them to provide 
more effective and lower cost service to consumers. 

Using Government to fund infrastructure improvements from the central budget instead of through 
local service user's fees or tariffs represents a hidden subsidy of the local users from the general tax 
revenues. For example, we would argue that the cost of a proposed rubber dam in Pontianak should 
be borne, either though tariff increases or municipal or corporate bond issuance, by the citizens of 
Pontianak for whose benefit the infrastructure would be built. Private sector financing requires users 
to pay their full share, while allowing the PDAM to structure internal subsidies across their local 
consumer groups as appropriate. 

In addition, the requirement for water companies to upstream fifty-five percent (55%) of their net 
income to the local Government (Pemda) should be reconsidered. Such transfers divert significant 
resources which should be reinvested in the water system (or used to service existing debt). As a 
result, P D M s  currently require government subsidies or other forms of financing (SLA loans, etc.) 
for system expansion or upgrading, further complicating the overall infrastructure financing picture. 
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C. Recommendation to the Donor Community 

One of the weakest links in the water infrastructure privatization process in Indonesia is clearly the 
development and tendering of viable projects at the local level through a rigorous and transparent 
competitive procurement process. This critical process is one that the donor community is well 
suited to support. Some form of colatimed technical assistance to B D M s  is required to assist 
them in identifying and structuring good PPP projects, canying out financial and technical feasibility 
work, performing accurate demand analyses, and, most importantly, providing in-depth technical 
assistance in all aspects of the tendering and competitive process, up to and including contract award. 
The need for such assistance has been recognized by the Govenunent, and discussed with USAID, 
the World Bank, the Asian Development Bank, and others. 

While most of the major cities in Indonesia are large and attractive enough to stimulate private sector 
interest in their water infrastructure projects, there exists a large market of some 64 medium size, 
or "secondary" cities with populations between 250,000 and 1 million which also require substantial 
investment in their water supply systems. In particular, Chemonics believes that a significant 
number of these mid-size cities may be overlooked by investors and donors alike. The experience 
to date in Indonesia with large water sector PPP projects in general, as well as with the continuing 
need in cities of 1 million or more residents, is: 

* because of the generally smaller investment required, medium size cities are not as attractive as 
the larger cities to private investors; 

* should multiple phasing be required, these smaller projects may not lend themselves as readily 
to more traditional project financing structures; 

project financing for smaller projects suffers from high proportional transaction costs, higher risk 
profiles, and the general unavailability of credit; 

* medium size cities need assistance in defining and articulating projects so they will both meet 
the cities's needs and be attractive to potential private investors. 

To respond to these needs, an integrated program of project bundling, targeted fi'nnanacimg anad 
technical assistance is required. 

Using secondary data obtained fi-om Direktorat Jenderal Cipta Karya, Ministry of Public Works, and 
PERPAMSI (national association of Indonesian water companies), and extrapolating from the costs 
of actuaI projects estimated by Cipta Karya in 12 cities, an estimated quantification of investment 
need can be established. Looking at 64 cities with populations between 250,000 and 1 million, an 
average additional 25 percent service coverage resulting from the new investment is assumed. Based 
on this formula, the total estimated value of required new investment in the water sector in these 
cities is over $2.4 billion. With a conservative estimate of 75 percent of this total as the percentage 
of projects actually realized, and assuming an average foreign exchange component per project of 
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25 percent, the required size of a Donor Loan ~ u n d '  would be nearly $453 million. 

Eligible Mid-Size & Secondary Cities 

Value of Projects Realized (75%) I $ 1.812 billion 
I 

64 I 
Total Estimated Investment Required $2.416 billion 

Value Foreign Content of Projects Realized (25%) 1 $453 million 
I I 

Investment Cost Per Person 

1 Estimated Population Served 1 3 1.5 million 1 

$307  

C1. Program Structure 

The Program would have three interrelated and mutually supportive components: a Loan 
Fund fkom the donor to the Ministry of Finance which would then be on-lent through participating 
banks to PPP project companies or joint ventures in the water (or other urban environmental 
infkastructure) sector; an Equity Fund through which the donor could take a minority equity 
position in projects of its choosing; and Technical Assistance (possibly paid for through the Loan 
Fund) to work with local governments and PDAMs to identify and structure bankable projects and 
assist with the competitive tendering process. 

Cla. Loan Fund 

* sovereign loan to Ministry of Finance 
* fund only foreign exchange components of PPP projects 
* funds on-lent to a state or private bank "Apex Institution" responsible for financing PPP project 

companies, joint ventures, etc. in the water sector. Apex may syndicate loans with other 
domestic banks 

* Loans to PPP projects at commercial rates. Repayments help GO1 pay back sovereign debt to 
donor, and create an on-shore pool for a revolving loan h d  for future PPP projects 

* Due Diligence Unit established to independently evaluate viability of proposed PPP projects. 

' Although referred to in this paper in the singular, the Donor Fund could, in fact, be composed of one or more 
donor agencies. 
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Clb. Equity Fund 

contributed through donor(s) private sector windows 
a h d  takes equity position of 15% to 25% of project, based upon project support 

donor participation will help ensure transparency and viability of deal 
e participation will raise investor confidence 

supported by Due Diligence Unit. 

Cl c. Technical Assistance 

purpose is to help bring competitively awarded PPP projects into operation 
financed as part of the Loan Fund or from technical assistance grants and 
structured as an adjunct to the new PPP Center 
team of expatriate and local professionals and support staff with a five-to ten year term (with two 
option years) 
work focused at TkI, Tkll and PDAM levels 
assist with PPP project identification and pre-feasibility studies 
perform technical and financial structuring of projects 
develop pre-qualification and tender documentation 
assist with tender evaluation and contract negotiations 
provide training in PPP projects development, implementation and contract administration and 
management 
coordinate closely with Due Diligence Unit which services Loan and Equity Funds. 

C2. Timeframe 

In order to optimize the Program impact, and to ensure that technical assistance will be 
available to bring as many PPP projects as possible to the point of contract signing and financial 
closure, the Program (including technical assistance) should be for a minimum of five vears in 
duration. 

C3. Estimated Cost 

Based on estimates of demand and foreign exchange components of infrastructure projects 
in the water sector, costs for each of the Donor Program components are estimated as follows: 

a) LoanFund $450 million -- Amount proposed by ADB 
b) Equity Fund 65 million -- 15% of value of foreign content ($450111) 
c) Technical Asst. 25 million -- 1 % of value of projects promoted ($2.4b) 

Total Estimated Cost: $540 million 

Note that the costs for the technical assistance (as well as for the Due Diligence Unit) could be 
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provided through the loan to the MOF, and then repaid by the project companies through the cash 
flow generated by individual PPP projects. 

C4. Program Results 

As proposed, the Program of Loan and Equity Funds, and Technical Assistance and training 
would achieve several measurable results: 

help leverage total value of up to $2.4 billion in projects. Even a fairly minor equity 
participation by the donor fund would serve to significantly increase the comfort level of 
other private investors. These investors would recognize the due diligence required by the 
donor fund as a confirmation of the viability of the project, as well as in the integrity of the 
procurement process; 

provide safe piped water service to an estimated 31 million additional people; 

establish on-shore revolving loan fimd for financing PPP projects in water sector. The costs 
of project development (i.e., the technical assistance team) would be factored into the cost 
of financing the project, and recaptured through the tariff structure. These costs would then 
be repaid by the investor into the revolving loan fund. The revolving loan fund would require 
only one-time capitalization by the donor f h d ;  

improve environmental management (eg. reduce non-revenue water) as a direct by-product 
of increased private sector participation; 

the Program could also serve as a model for other sectors and other countries' infrastructure 
financing requirements; 

fully institutionalized PPP process for water and wastewater in Indonesia. 
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APPENDIX A 

Prime Contractor 
Subcontractors 

Contract Type 
Award Date 
USAID Contract No. 
Amendments 

Original Contract Value 
Final Contract Value 

Project Purpose 

Project Objectives 

Project Components 

PURSE Fact Sheet 

Chemonics International Inc. 
Resource Management International, Inc. @MI) 
Sheladia Associates, Inc. 
PT. Resource Development Consultants (REDECON, local) 
Soewito, Suhardirnan, Eddymurthy & Kardono (SSEK, local) 
Chase Manhattan Bank (fixed price subcontract) 
White & Case (fixed price subcontract) 

Cost plus fixed fee (CPFF) 
January 4,1993 
497-03 73-C-00-303 0-00 
13 

Expand the participation of the private sector in the provision 
of urban services (water, wastewater treatment, and solid 
waste management) on a sustainable basis through direct 
investment or contracted participation. 

Provide strategic assistance to the Govenunent of Indonesia 
for creating an enabling legal and regulatory environment for 
private sector participation. 

Through demonstration projects, support the development of 
the appropriate conditions and incentives for expanding the 
private provision of urban infrastructure services. 

Policy, Legal & Regulatory 
e Legal and regulatory framework 

Implementing guidelines, other tools 
0 Prototype contracts for PPP 

Demonstration Proiects 
* Structuring actual PPP projects 

Lessons learned to improve policies, etc. 
Model contractual, financial arrangements 

Training & Communications 
9 Awareness and understanding of PPP 

Technical, financial, and managerial skill development 
Q Graduate level academic and short course training 
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SHORT P W  
Expatriate 

Project Development Specialist 
Financial Analyst 

Case Study Specialist 
Infrastructure Policy Specialist 

Project Life Cycle Develop. Specialist 

PLC - Standard Bidding Procedures 
PLC -- Proj. Implementation Specialist 

PLC - Standard Bidding Procedures 

PLC - Model Documents Specialist 

Municipal Services Specialist 

Financial Analysis Model Specialist 

'inancia1 Analysis Model Specialist 

nvestlMarket Database Analyst 
nvesffMarket Database Analyst 

nvesff Market Database Librarian 

nvesffMarket Database Researcher 

nvesffMarket Database Coordinator 

Wonitoring & Evaluation Specialist 

rraining Specialist 

rraining Materials Development Spec. 

rraining Module Develop. - Contracts 

Sanitary Engineer 

'inancia1 Analysis Model Specialist 

'inancia1 Analysis Model Specialist 

:inancia1 Analvsis Model S~ecialist 

Michael Conlon 
Eric Leuze 

Anton Deiters 
Dennis Rondinelli 

John Smith 

Donald Manning 

Gilbert Boro 

Irving Fogel 

Peter Dyson 

Lindley Hall 

Mark Lassiter 

David Reed 

Robert Higgins 
Michael Strauch 

John Baird 

Lori Richardson 

Margaret Lepak 

Alex Korns 

Brenda Wilson 

Bennett Parton 

Jerry Donovan 

Richard Jones 

Chris Collins 

Kreg McCollough 

Deborah Lefferi 1 

LIFE OF PROJECT PERSONNEL SCHEDULE 

PURSE PROJECT FINAL REPORT 
January 4,1993 - October 31, 1999 

Apr 18 - 25,1993 
Jul2 -29,1994; Nov 2 - 23, 1994 (intermittent) 

Jun 10 - Aug 2,1994 
Jun 30 - Aug 15,1994 

Ju123 - Sep 18,1994 

A u ~  26 - Oct 7,1994 
Jan 3 - Feb 6,1995: Mar 10 - Jun 30,1995 
(intermittent) 

Apr 1 - May 14,1995; Jun -1 Aug 31,1995 
(intermittent); Nov 13 - 29, 1995 

Apr 7 - May 18,1995; Jul 1995 (intermittent) 

May 15 - Jun 5,1994 

Nov 1-1 8,1994 (intermittent) 

Oct 21 - NOV 26,1994 

Dec 17,1994 - Jan 31,1995; Feb 1- Apr 30,199: 
Dec 7 - 12,1994 (intermittent) 

Jan 15 - Mar 15,1995 (intermittent) 

Jan 15 - Apr 15.1995 (intermittent) 

Vov 7 - 30, 1994; May 8-1 1, 1995 (intermittent) 

3ct 1- Dec 9,1994 

Vov 16 - Dec 12,1995 

Mar 5 - Sep 25,1996; Oct 9, $996 - Jan 31,3997 
Intermittent) 

Way I -  Jun 15,1996 (intermittent) 

l u l l -  Sep 30.1996; Oct 1- Dec 15.1996 
intermittent) 
lull-26.1996; Aug 10 - Sep 9.1996 
intermittent): Jan 3-6, 1997 
Ian 1 - Feb 20,1997 (intermittent) 

RMI 
RMI 

Chemonics 
Chemonics 

Chemonics 

Chemonics 

Chemonics 

Chemonics 

Chemonics 

Chemonics 

RMI 

RMI 

RMI 
RMI 

RMI 

RMI 

RMI 

Chemonics 

Chemonics 

Chemonics 

Chemonics 

Chemonics 

RMI 
RMI 

RMI 



SHORT TERM 
Indonesian 

InvesVMarket Database Researcher 

Solid Waste Specialist 

Urban Planner 

Legal Specialist 

Training Manager 

Training Materials Develop. Specialist 

Training Administrator 

Training Administrator 

Training Materials Develop. Specialist 

Training Materials Develop. -- Graphic5 

Environmental Engineer 

Demo PaoJ IQC Team * 
Demo. Project Finance Specialist 

Urban Economist 
Environmental Engineer 

Environmental Engineer 

Environmental Engineer (short term) 

Environmental Engineer (short term) 

Robert Sufsidi 

Boskoro Djarot 

Muhammad Maulan; 

Umar Bey 

Purwoko Hadi 

Leila Suryodipuro 

Retno Prawaning~n 

Yanita Himawati 

Sri Mulyuono 

Abdul Malik 

Margie Tumbelaka 

Bennett H. Parton 

Benny Djumhana 
Terence P. Driscoll 

Ahmad Rosyid 

Stephen Jones 

Gretchen Mikeska 

LIFE OF PROJECT PERSONNEL SCHEDULE 

PURSE PROJECT FINAL REPORT 
January 4,1993 - October 31,1999 

Jan 25 - Mar 9,1995 

Mar 6 - 24, Jun 12-20, Aug 11- Dec 15,1995 

Feb 1 -Mar 15,1995 

Oct - Nov 1995 

Decl, l995-Oct31,1999 

Jun 1, $995- Oct 15,1997 

June 1 - Aug 21,1995 

Feb 21,1996 - Mar 20,1997 

May 6 - Aug 23.1996 

Apr 15 - Ju126,1996 

Dec 1,1997-Dec31.1998 

Feb14,1997-Oct31,1999 

Feb lO.1997 -0ct  31,1999 
Feb 24,1997 - Dec 33.1998 

Mar 3,1997 - Oct 31,1999 

Apr16-May25, Jun20-Jul11,1997 

Dec 15,1997 - Jan 8,1998 

Chemonics 

Chemonics 

Chemonics 

Redecon 

Redecon 

Redecon 

Redecon 

Redecon 

Redecon 

Redecon 

Redecon 

Chemonics 

Chemonics 
IP3 

IP3 

IP3 

Chemonics 

* Under IQC Contract No. OUT-PCE-I-800-96-00006-00 Legend: Part-Time or Intermittent Outside Indonesia 

Full-Time in lndonesia 

Part-Time or Intermittent in lndonesia 
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PUBLICATIONS 



PURSE 
Private Partr'cipab'on in Urban Services 

Synopsis of Project Documents 

1. Training Implementation Plan 
PURSE Report No. lO3.OO/93/001 July 1993 

As required by the technical assistance contracts, this Training Plan laid out projected trainiry: 
activities for the first year, as well as the entire life of project. The plan discusses project 
training goals for in-country programs, overseas short courses and observationallstudy tours, 
and longer-term formal academic degree programs in United States. 

2. Work Plan for Project Year One 
PURSE Report No. 104.00/93/002 July 1993 

This first year project work plan details implementation activities for the period August 1993- 
1994. It also lays out the "Life of Project Guideline", which serve as an overview of project 
goals. The Work Plan activities are organized according to the three project components - 
Policy, Legal and Regulatory, Demonstration projects, and Training and Communications. 
In addition to timeline charts suggesting duration of each activity and the assignment of 
implementation responsibilities among the PURSE advisor, the Work Plan contains detailed 
narrative descriptions of each projected task. 

3. Preliminary Review and Evaluation 04 Central Govw 
PURSE Report No. 101.02.1/93/003 March 1994 

The purpose of this study is to outline existing Government policies and policy deficiencies 
which impact on the process of facilitating private participation in urban services projects. It 
highlights areas and issues requiring more detailed policy guidance. The report concludes that 
macro level policy expressing the Government's commitment to pursuing the PPWPSP option 
for infrastructure development are already embodied in current legislation, and that the private 
sector has already begun to recognize the opportunities offered under current policies. 
However, the report notes that more detailed and explicit policies in support of the existing 
general policies are now needed to facilitate implementation of more complex projects. 

4. Baseline Review of Existing Legal an Regulatory Issues for 
Private Partnership and Private Sector Participation Projects 
PURSE Report No. 101.02.1/93/004 March 1994 

In order to begin the process of assessing the current legal and regulatory framework private 
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participation in public infrastructure projects, PURSE undertook an initial baseline review of 
those issues most relevant to project implementation. The report's purpose was to assist the 
Government by providing an overview of what new laws and/or amendments to existing 
legislation may be required to facilitate public-private partnerships in the three PURSE 
technical sectors. The report includes a background description of Indonesian governmental 
structure, and a discussion of the most critical laws, regulations and statutes affecting PURSE. 
One of the outcomes of the work in preparing this document was a recommendation to hire 
a local law firm to conduct a more indepth review of the legal framework (see PURSE Report 
101.01/94/016, described below). 

5.  Project Financial Structures and Financial & Performance Guarantees 
for Build, Own and Transfer Projects 
PURSE Report No. 102.02/93/005 March 1994 

This report provides Government officials with a comprehensive explanation of project 
flnancing structures and project performance and financial risks that are an integral part of all 
public-private partnership business transactions. The report describes and outlines a "typical" 
BOT project structure; outlines and defines performance risk and guarantees; discusses 
financial obligations of both government and business in a BOT transaction; analyzes loan 
repayment risk issues, and other risks; and, how the Government might develop a risk 
diversification strategy. Finally, the report lists a series of recommendations for the 
Government's consideration, including the development of capital market financing 
instruments (revenue bonds for water and wastewater projects). 

6. Description of Existing Private Sector Participation 
Public Private Partnership Projects in Indonesia - h Analysis of the 
Lessons Learned 
PURSE Report No. lO2.04.1/93/006 March 1994 

This report presents and assesses case studies of fifteen infrastructure transactions in the water, 
wastewater, solid waste, power and highway sectors, mainly in Indonesia. It summarizes the 
key lessons learned from several private sector participation and public-private partnership 
transactions completed to date, and recommends specific actions to the Government of 
Indonesia for use in future such projects. The recommendations focus on specific technical 
actions that are achievable in the near term. 

7. First Annual Progress Report and Quarterly Progress Report No. B 
PURSE Report No. 106.00/93/007 January 1994 

The document summarizes the first year of PURSE Project activities. It details the five major 
programmatic areas on which the project focused, including: Financial and Performance 
Guarantee Study; Case Studies for Public-Private Partnerships; Preliminary Inventory and 
Profile of Potential Demonstration Projects; Legal and Regulatory and Policy Review, and; 
Study of Alternative Financial and Organizational Models. 
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8. PURSE Roundtable Discussion Papers 
PURSE Report No. 303.5/94/008 February 1994 

PURSE'S first "Public-Private Forumn on the topic of private sector involvement in the 
development and financing of public infrastructure projects in Indonesia included presentations 
by many highly regarded experts from throughout Southeast Asia as well as Indonesia. The 
Forum was a day-long event held in Jakarta, attended by representatives of the private sector 
community, officials from the Government of Indonesia, and the international donor 
community. This document is compendium of papers presented by the speakers at the Forum. 

9. Quarterly Progress Report No. 2 
PURSE Report No. 105.00/94/09 April 1994 

Covering the period January-March 1994, this report summarizes PURSE activities for the 
period, and addressed specific implementation issues affecting the project at this time. 
Accomplishments during the period include the initiation of several activities in the 
development of a policy, legal and regulatory framework, such as the identification of a local 
law fm to study the existing legal framework, the first stages of the preparation for 
environmental regulations in water and solid waste. Also during this period a successful 
public-private forum on private participation in infrastructure investment was held in Jakarta, 
sponsored by PURSE. 

10. Project Identification 
PURSE Report No. lO2.O3.2/94/OlO May 1994 

The purpose of this report is to provide an update on the status of the identification of PURSE 
demonstration projects. It summarizes activities through May 1994, and proposes a series of 
actions to be taken by PURSE and the Government through the end of the calendar year 1995. 
The report reviews the screening criteria, indicators and process used by the PURSE Tim 
Ke rja in identifying viable demonstration sites, and proposes schedules for site visitation and 
project identification and verification. 

11. Quarterly Progress Report No. 3 
PURSE Report No. lO5.O0/94/Oll July 1994 

This report covers implementation progress for the period April-June 1994. Among the 
noteworthy development during this period are the selection, together with PURSE 
Government counterparts, of eight cities as sites for potential demonstration projects; short 
course training programs in the U.S. included negotiation techniques, analysis and negotiations 
of BOOIBOT projects, and investment appraisal and management. Short-term technical 
assistance activities include initial work on landfill standards and regulations, a discussion 
paper on wastewater issues, and the initiation of a study of the country's water tariff policy. 
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12. Case Study Training Material: Paiton Power Project, East Java and 
Nusa Dua Water Supply Project, Baii 
PURSE Report No. 102.04.2/94/012 July 1994 

As part of an orientation program on BOO/BOT projects for PURSE counterparts, two case 
studies were prepared on actual projects in Indonesia. Using available data and information 
on projects with which the participants were familiar, the case studies brought alive the 
financing, structuring, and other concerns of each of the parties involved in developing these 
projects: the lenders, the government, and the private parties. Through the use of background 
readings, handouts, overhead transparencies and discussions, the basic concepts, issues, 
terminology, benefits and risks of these types of projects are conveyed in meaningful detail. 

13. Quarterly Progress Report No. 4 
PURSE Report No. 105.00/94/013 October 1994 

The progress report for the period August-October 1994 highlights m y  of the changes which 
affected the PURSE Project, as well as considerable accomplishments during the period. A 
new chief of party and expatriate municipal services advisors joined the team. Technical work 
continued on the legal and regulatory review, development of the financial analysis model, 
solid waste regulations and standards, and the evaluation of potential demonstration projects. 
Short term assignment occurred in the areas of the project development cycle, standardized 
bidding procedures, among others. In addition, considerable work was done, on the 
development of priority activities and tasks of the PURSE second work plan. 

14. Private-Public Partnerships in Infrastructure DekB6 ent: The U.S. 
Experience 
PURSE Report No. 101.09/94/014 October 1994 

Prepared for the World Infrastructure Forum, held in Jakarta, by Dr. Dennis Rondinelli, a 
recognized U.S. expert in decentralization and issues affecting infrastructure development 
worldwide, this paper served as the basis for the remarks by the Forum's official U.S. 
representative, Ms. Diane Rudo, vice president for project finance, U.S. Ex-Irn Bank. 

15. Second Work Plan 
PURSE Report No. 106.00/94/015 October 1994 

The second PURSE work plan covers a fifteen month period from October 1994 - December 
1995. This work plan includes a brief overview of the continuing relevance of the Life of 
Project Guide, and a synopsis of the accomplishments during the first project year. While the 
format largely follows that of the first project work plan, the document uses new graphics to 
provide clearer charts and tables, and includes a comprehensive discussion of individual 
workplan tasks. It also recognizes appropriately Component One of the Project (Policy, Legal 
and Regulatory) into four coherent subgroupings: Financial Instrument and Guarantees, 
Contract Management Procedures and Guidelines, Legal & Regulatory Framework, and 
Monitoring and Evaluation Indicator System. 
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16. Narrative Description - Indonesian Laws and Regulations on 
Private Partnerships and Private Sector Participation in the Sectors of 

PURSE Report No. 101 .Ol/94/Ol6 November 1994 

As the first step in its scope of work under subcontract to PURSE, the Indonesian law fm of 
Soewito, Suhardiman, Eddymurthy & Kardono (SSEK) completed a detailed review of the 
body of law affecting private participation (domestic and foreign) in infrastructure projects in 
the three PURSE technical sectors. This document provides a comprehensive synopsis of all 
laws, decrees (presidential, ministerial) and regulations which may encourage or constrain the 
private sector. It offers some background on PPP/BSP projects to date in the country, and 
deals specifically with each PURSE sector individually. ghis report will be followed by a 
detailed analysis of the omissions and deficiencies in the legal framework, leading to possible 
recommendations for amended or additional legislation. 

17. Demonstration Projects Report 
PURSE Report No. 101 .O4/94/O 17 November 1994 

This report provides a comprehensive overview of the selection and identification of potential 
demonstration project sites, and the subsequent field surveys to these sites to ascertain the 
viability of specific demonstration projects. Following a detailed selection process and 
methodology, the PURSE Tim Teknis authorized PURSE to continue to investigate four 
potential demonstration projects in the waterlwastewater sectors (Medan, Lhokseumawe, 
Surabaya, Balikpapan) and four in the solid waste sector (Medan, Tqgerang, Ujung Pandang, 
Mataram). After a presentation by PURSE at the MAKSI conference in Solo in July 1994, 
PURSE advisors, together with Government counterparts visited each of these potential project 
sites to meet with local authorities and to evaluate jointly the individual projects. This 
document provides a summary of the projects, the issues each presents to the PURSE project, 
and the conclusion of the group as to the merits of the project, and recommendation as to 
whether the project should be pursued as a PURSE demonstration project at this time. Project 
selection criteria and rating sheets are included as annexes to this report. 

18. Water Tariff Policy in Indonesia 
PURSE Report No. 101 .05.1/94/018 November 1994 

This study focuses on the Government policies followed by local water authorities (PDAMs) 
to establish water tariffs. Its purpose is to clarify the process through which tariffs are set, 
in the hopes of reducing uncertainty about tariffs and operating revenues to facilitate private 
sector investment interest in water projects in Indonesia. The report examines the rate setting 
process, including the use of "harga pokok" to ensure social equity in water pricing. It 
provides a pricing policy case study, using the available data of a single PDAM to understand 
how Government policy is actually implemented. Finally, the, report offers a series of 
conclusions and recommended on broad and specific tariff policy issues for both the 
Government and PURSE considerations. 
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19. Financial Analysis Model (Preliminary Report) 
PURSE Report No. 102.01.1/94/019 November 1994 

The purpose of this document is to assist the PURSE project and the management of local 
water authorities (PDAMs) ascertain the financial condition of the PDAMs, and to determine 
the preliminary financial feasibility of potential demonstration projects from the perspective 
of both Government and potential investors. The model, which will conform to current 
Departemen DaIam Negeri accounting standards, consists of three interrelated modules: 
financial results module, tariffs module, and project pre-feasibility module. The report 
discusses the preliminary information outputs of each module, and their presentation formats. 

20. Solid Waste Management Regulation 
PURSE Report No. 101 .O2.2/95/020 January 1995 

Prepared for Ministry of Public Works, this document proposes regulations for the collection, 
transportation, processing, and disposal of solid wastes. It is presented according to the 
format for Government regulations, and contains nine chapters. These chapters include 
General Provision, Goals and Objectives, Rights, Responsibilities and Authorities, 
Requirements to Plan for Solid Waste Management, Collection and Handling of Solid Waste, 
Facility Permit Provisions, Location Standards for Facilities, Design Standards and Transition 
Provisions. 

21. Monitoring and Evaluation Indicators 
PURSE Report No. ID. lO8.5/95/021 January 1995 

This document proposes means by which the Government, and USAID, might measure 
progress in involving the private sector in the provision of urban infrastructure services. It 
identifies quantifiable measures, based on existing data and information. Among the indicators 
for capital intensive projects is the amount of realized investment, and the value of services 
provided or the physical capacity provided per year. Contextual indicators would include the 
percent of urban population served by the infrastructure. The report discusses the value of 
each type of measure, and suggests ways in which the relevant information could be collected. 

22. Annual Progess Report - 1994 
Quarterly Progress Report No. 5: October 1 - December 311, 1994 
PURSE Report No. 105.00/95/022 February 1995 

This document serves as both PURSE'S annual report for the calendar year 1994, and the 
Quarterly Progress Report for the fourth quarter of the year. The report summarizes the status 
of PURSE activities to date by project component, and includes activities projected for the next 
quarter as well. It reviews of a11 personnel actions taken during the year, and contains a 
summary of short-term technical assistance. It also identifies specific issues and oppoi-tunities 
facing PURSE, including the need for additional local professional and support staff, as well 
as office space and facilities, to effectively cany out the Project's activities. Annexes include 
a report on the project's financial status, and a synopsis of PURSE publications to date. 
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23. Quarterly Progress Report No. 6: January 1 - March 31, 1995 
PURSE Report No. 105 .O5 .OO/95/023 April 1995 

The Quarterly Progress Report summarizes project activities during the reporting period, and 
projects implementation activities for the succeeding quarter. Highlights of the quarter 
include: work begun on the analysis of existing laws and regulations, being carried out by 
PURSE subcontractor SSEK; continued development and refinement of the Project Life Cycle; 
acceptance by an inter-ministerial committee of draft solid waste regulations; pre-feasibility 
work completed for a solid waste management project in Mataram; continuing financial pre- 
feasibility and consulting to the PDAMs in Medan and Tangerang for bulk water supply 
projects; and the completion of an investment and marketing data management system. 

24. Financial Analysis Model: Uses's Manual for PD 
PURSE Report No. 102.01.1/95/024 May 1995 

This manual is a companion document to the Financial Analysis Model: Preliminary Report, 
(Report No. 102.01.1/94/019), and serves as an operating manual for users of the Model. 
The User's Manual contains descriptions of each of the twenty-two spreadsheet formats for 
summary tables and supporting tables. The Model will permit users to evaluate the financial 
condition of PDAMs, and assess the financial feasibility of potential projects fkom government 
and private investor perspectives. 

25. Database for Marketing and Investment Resources 
PURSE Project Report No. 2.O4.10/95/025 May 1995 

This database is designed to inventory companies, associations and other organizations, that 
are potential participants in Public Private Partnership infrastructure projects in Indonesia. 
Including both foreign and domestic firms, the database will orgaaize and maintain information 
on potential investors, builders or operators of projects, and on the projects themselves. This 
document introduces the purpose, organization and content of the database, and serves as a 
user's manual for its operation. The 1,250 entries listed at the time of publication is included. 

26. SoHid Waste Collection be-Feasib ty Study: City of Matar 
PURSE Report No. 2.04.2B/95/026 March 1995 

The city of Mataram, on Lombok, is one of the original PURSE demonstration project cities. 
In undertaking to privatize the solid waste management services in several areas of the city, 
and to extend service into more informal areas, Mataram requested assistance from PURSE 
to evaluate its current solid waste collection system, and, if justified, develop a system for the 
contracting out of a portion of these services to the private sector. The pre-feasibility study 
also provides recommendations regarding methods to improve the delivery of expanded solid 
waste services that will continue to be performed by the City. , 

27. Identifikasi Willayah Belayanan Penanganan Sam ah Kota Mataram 
(Identification of Service Area for Solid Waste Management in Matarm City) 
PURSE Report No. 2.04.2B1951027 May 1995 

As a part of the Solid Waste Collection Pre-Feasibility Study (see report synopsis number 26 
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above), PURSE advisers assisted the city of Mataram in further defining the geographical area 
of the city to be served by the private sector solid waste management contractor and that part 
by the Dinas Kebersihan. As this is a technical document of benefit only to the city officials, 
it has been produced only in Bahasa Indonesia. 

28. The hIistory of Finaucing Infkastructure in America: l?ractical 
for Indonesia 
PURSE Report No. I.A. 1.09.1/95/028 July 1995 

This paper examines the experience in the United States of financing infrastructure 
development, particularly the canal and transcontinental railway systems, using bonds. It 
looks at the implications of government guarantees on the success of projects, and draws 
meaningful parallels with many issues currently faced by the Government of Indonesia in 
looking to the private sector to augment the financing of infrastructure. 

29. Quarterly Progress Report No. 7: A 
PURSE Report No. 105.00/95/029 July 1995 

The Seventh PURSE Quarterly Progress Report summarizes project activities during the 
reporting period, and project implementation activities for the following quarter. Highlights 
of the quarter's activities include: meetings of the PURSE Steering Committee and Tim 
Teknis; dissemination of a working draft and presentation of the Project Life Cycle; 
preparation of a pre-feasibility study for the Dinas Kebersihan Mataram; identification of a 
second cohort of 10 potential demonstration project cities; preparation and presentation by 
SSEK of a working draft of the Analysis of Omissions and Constraints in the Legal 
Framework; and, selection and negotiation of two subcontracts with local consulting firms. 

The report also summarizes training activities and the utilization fo short-term technical 
assistance. 

30. Financing Environmental Infrastructure -- Identification and Anallysis: 
Credit Support and Financial Guarantee Options 
PURSE Report No. I.A.1.09.3/95/030 July 1995 

This paper presents an overview of project risk issues and the role and types of credit support 
from the Government of Indonesia that may be required by lenders to finance infrastructure 
projects. Risk allocation between the public and private sectors is discussed, and examples 
of risk and credit support considerations, such as those faced in the Umbalan Springs water 
supply project, are reviewed. The paper concludes with a synopsis of the major risk concerns 
to both public and private sectors, and introduces the risk management study proposed by 
PURSE for the latter part of 1995. 

31. Quarterly Progress Report No. 8: Ju!y B - Se 
PURSE Report No. lO5.OO/9~/O3l October 1995 

This Progress Report summarizes activities during the three month reporting period. 
Significant accomplishments included, among others: the completion of a draft report on the 
Analysis of Constraints, Deficiencies and Omissions in the legal framework pertaining to 
private infrastructure investment; the initiation of the risk management system study; papers 
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submitted on infrastructure financing and credit support mechanisms; feasibility study terms 
of reference for the water project in Tangerang; on-going technical assistance to privatization 
efforts with the Jakarta water utility, Pam Jaya; assistance to the management services 
contract for solid waste in Mataram, and; several overseas and in-country training programs 
for both central and local level officials. 

32. Analysis of Legal and Regulatory Constraints, Deficiencies and 
Omissions in Indonesia Wegarding BIT (& 

Supply, Waste Water and Solid Waste Urban Infrastructure 
PURSE Report No. LC. 1.02.1.21951032 December 1995 

Prepared by PURSE subcontractor legal consultants, Soewito, Suhardiman, Eddymurthy $r 

Kardono (SSEK), this report represents an analysis based on the Narrative Description of the 
legal framework affecting private participation in the PURSE technical sectors (see PURSE 
report 017). The Analysis identifies ten priority areas which Government should address to 
improve the legal and regulatory environment for PPP projects, and recommends five specific 
actions to be taken to address those of particular concern. These include: the preparation and 
adoption of clear protocols and procedures for project approvals and implementation; 
clarification of applicable tax treatment for PPPs, including VAT, import duties and 
withholding taxes on offshore payments; the drafting of a PPP law or regulation to clear up 
ambiguities; issuing implementing guidelines for Ministry of Public Works Regulation 49 of 
1990 toward the development of a filly integrated Water Users Rights System, and; review 
by the Ministry of Finance of restrictions affecting financing of PPP projects, and those related 
to approvals and funding for offshore financing and foreign invested projects. 

33. Annual Progress Report 1995, and Quarterly Progress Report No. 9: 
October 1 - December 31, 1995 
PURSE Report No. lO5.00/96/033 January 1996 

This report summarizes the project activities for the calendar year 1995, and provides more 
specific detail for the last quarter. PURSE witnessed expanded activity during the year, as 
Govenrment interest and support for public-private infrastructure projects increased. Of 
particular significance, PURSE became actively involved with the privatization of the Jakarta 
water system (PAM Jaya) and, together with Government, identified a second cohort of 
potential demonstration projects to be examined. Among other important project activities: 
PURSE concluded an in-depth revision of the Project's training program; completed the 
analysis of the existing legal framework for PPP projects; and initiated a risk management 
study. Also, USAID sponsored a mid-term evaluation of the PURSE Project by an 
independent contractor. Their results supported many of the on-going Project initiatives and 
offered constructive recommendations to strengthen PURSE technical assistance and training 
efforts. 

34. Third Work Plan: January 1996 - June 1997 
PURSE Report No. 106.00/96/034 March 1996 

The PURSE Third Work Plan is based on a number of the mid-term evaluation 
recommendations and charts Project activities for an 18 month period. The Work Plan shills 
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implementation emphasis form the central to local levels, and details a strategy for better 
integrating the three original Project Components, in particular to make work with the 
demonstration projects and training more mutually supportive. As an example, a 
comprehensive incountry training program is being developed for local govemmentfenterprise 
officials, and will be initially focused on PURSE demonstration projects. The Work Plan also 
lays out a system for the more pro-active management of demonstration projects, and, by 
emphasizing a focus on fewer and more critical activities, seeks to optimize the use of project 
resources. 

35. Quarterly Progress Report No. 10: January 1 - March 31, 1996 
PURSE Report No. 105.00/9/035 April 1996 

Accomplishments during the period include the approval of the Project Life Cycle by the 
PURSE Tim Teknis; the identification and initiation of new demonstration projects in Palu, 
Semarang, Balikpapan, and Cirebon; and the completion of the PURSE Third Work Plan. 
Activity during the quarter continued on the development of the risk management system, and 
on the development of the curricula and materials for the PURSE in-country training program. 
The presentation format for the report ties Project activities to the goals and objectives of the 
Urban Policy Action Plan (UPAP) developed by BAPPENAS and supported by USAID. 

36. Quarterly Performance Report No. 11: A 
PURSE Report No. 105.00/9/036 August 1996 

Highlights during the reporting period include the completion of the translation of the Project 
Life Cycle into Bahasa Indonesia, as well as numerous meetings with Government counterparts 
to "legalize" the document. A presentation of the draft Risk Management System and 
handbook was given to the Government by Chase Manhattan Bank. Work continued on the 
development of the in-country training program and materials. A team of local training 
experts was engaged to carry out this activity. On-going consulting services were provided 
to PURSE demonstration projects, with field visits to Semarang, Palu, Balikpapan, as well as 
with PAM Jaya, PURSE assisted the PDAM Balikpapan with the preparation of a letter of 
intent to a private party to initiate the development of a pre-feasibility study. 

37-41. Technical Issues Papers 
PURSE Report Nos. 12.1 .C\96\037-041 (TIPI-5) August 1996 

This single volume contains the first five of what PURSE intends to be an on-going series of 
discussions of technical issues related to public-private partnership infrastructure development 
in Indonesia. These five papers cover such topics as Risk; Nun-Revenue Water; Establishing 
Technical Targets; Selling Raw Water Between Companies; and, Transfer of Treated Water. 
The papers are available in both English and Bahasa Indonesia. 

42. Quarterly Performance Report No. 12: July P - September 30, I996 
PURSE Report No. lO5.OO/9/042 December 1996 

The report highlights Project activities and accomplishments during the three-month reporting ' 
period. The Ministry of Home Affairs issued a ministerial decree (number 22 of 1996) based 
on the PURSE Project Life Cycle for water projects. The decree provides guidance to local 
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government and local enterprise officials in developing water projects with private sector 
investors. PURSE sponsored a high level risk management seminar on August 26 which 
culminated the work in developing a risk management system for PPP water projects in 
Indonesia by PURSE subcontractor Chase Manhattan Bank. PURSE also conducted a training- 
of-trainers (TOT) program with Government officials as part of the Project's incountry 
training program. The Project provided comments and recommended changes to a draft of the 
Presidential Decree for Public-Private Partnerships being prepared by Bappenas. Work was 
begun in the development of a system to identify key monitoring indicators to track 
Government progress in developing PPP infrustructure projects. The indicators will contribute 
to the Government's Urban Policy Action Plan (UPAP) report due out in the first quarter 
1997. 

3. Annual Progress Report 1996 & Quarterly Perform 
No. 13: October 1 - December 31, 1996 
PURSE Report No. 105.00/96/043 January 1997 

The report summarizes activies throughout the calendar year, and the fourth quarter of 1996. 
Among the more noteworthy events were the signing in July of a ministerial instruction, based 
on the PURSE Project Life Cycle, by the Minister of Home Affairs which provides guidance 
to local governments/enterprises in the development of PPP water projects. PURSE held a 
highly successful Risk Management Seminar in August, which culminated the work by 
subcontractor Chase Manhattan Bank in developing a risk management system and handbook. 
The first of the Project's in-country training-of-trainers programs was also held in August, 
followed by the first two pilot training programs for local level officials in November. The 
Government has also initiated the preparation of a PPP Presidential Decree, and has begun 
formulating a PPP Center. The report also contains a synopsis of the status of the PURSE 
demonstration projects currently underway. Included as well is a frank discussion of the 
important issues and the major constraints impeding the successful conclusion of PPP projects 
in the water supply sector. These include: 

o a lack of competition and transparency in the procurement and negotiation process 
o lack of due diligence in investigating projects and pre-qualifying private parties 
o political interference 
o failure to propose bankable projects 
o the delays in institutionalizing systems and procedures for implementing public-private 

partnership projects. 

44. Quarterly Performance Report No. 14: January P - March 311,1997 
PURSE Report No. 105 .OO/97/O44 June 1997 

Important activities Ad accomplishments during the reporting period include: completion of 
the revised Financial Analysis Model and User's Manual; completion of the BOT and 
Concession model contracts by PURSE subcontractor White & Case for incorporation into the 
Project Life Cycle; the addition of resources to PURSE in the form of four advisors fielded 
through an Indefinite Quantity Contract (IQC) to pursue additional demonstration projects; the 
process of selecting a third cohort of demonstration project city candidates was begun and 
evaluation visits were initiated. Cities selected include Surabaya, Sidoarjo, Bandar Larnpung, 
Padang, Surakarta, Manado, and Pontianak; completion of the translation and review of Risk 
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Management Handbook, and dissemination of draft to Tim Ke rja for review and comment; 
and, indepth technical assistance to project negotiations in Medan was carried out for a PPP 
water supply project proposed by Lyonnaise des Eaux Dumez. Excellent cooperation among 
all parties has heightened the probability of a successful closure. 

45. Inception Report for the Environmental and Urban o g r m  Support 
Indefinite Quantity Contract 
PURSE Report No. IQC-DP/97/01 June 1997 

In February 1997 USAD Indonesia and the PURSE Project institutional contractor, 
Chemonics International, signed an Indefinte Quantity Contract (IQC) to provide additional 
resources from available PURSE program funds to assist in the area of demonstration projects. 
This document represents the inception report for the PURSE IQC Team. The Team spent the 
first several weeks of the IQC contract period conducting an indepth review, on behalf of 
PDAM Tirtanadi Medan, of a proposed public private partnership BOT project in Medan. 
PURSE studied demand projects, construction costs, and technical and financial data. A report 
was issued to the PDAM on June 30, 1997. On May 26, 1997 a contract was signed between 
the PDAM and the private investor for $85 million water treatement facility. In addition, the 
PURSE IQC Team visited several other cities to evaluate their potential as PURSE 
demonstration projects. In addition to Medan and Surabaya (where PURSE had also been 
working earlier), the Team concluded that the cities of Padang and Pontiank were the most 
viable candidates for PPP projects. This report details the findings in each city, the evaluation 
criteria used, and the recommendations of the PURSE IQC Team for further participation. 

46. Fourth Work Plan: July 1997 - September I998 - 
PURSE Report No. 106.00197146 July 1997 

This document represents the final Work Plan for the technical assistance program for the 
PURSE Project. The Work Plan activities proposed continue the emphasis of focusing Project 
resources on achieving successful closure of PPP demonstration projects, and on delivering 
training to the local level. In addition, PURSE plans to conclude and institutionalize a number 
of activities and products, including the Project Life Cycle, Risk Management System, 
Financial Analysis Model, and the in-country BPP training program. 

47. Project Life Cycle - Operations Manual 
PURSE Report No. 3112.1 .E/97/047 July 1997 (in English and Bahasa Indonesia) 

The Project Life Cycle @LC) provides step-by-step guidance to local government and P D M  
officials, as well as to the private sector for implementing a public-private partnership 
infrastructure project in the water sector. The PLC was developed in close consultation with 
centeral Government officials from Bappenas, and the Ministries of Home Affairs, Finance, 
and Public Works. The PLC divides the PPP project process into six main phases, from 
Project Identification through Transfer or Renegotiation, and covers both the unsolicited and 
invitation (tender) methodologies for selecting a private sector partner. Using charts as well 
as text, the PLC presents a discussion of each asepct of the FPP project implementation 
process, identifies the documentation required, and the approvals needed to proceed. 
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48. Project Life Cycle -- Model Documents 
PURSE Report No. 3112.1 .El971048 July 1997 (in English and Bahasa Indonesia) 

A companion to the Operations ManuaI, the PLC Model Documents serve as standards to 
assist government officials involved in a PPP water sector project prepare their documentation. 
The Model Documents manual is also divided into the six phases of a PPP project, with most 
documents presented in three stages; an issues paper, which discusses the purpose of the 
document, issues it is intended to address, and concern that the officials should consider in 
its preparation; an organizational outline of the document; and, the model document itself. 
In addition to such documents as terms of reference for feasibility studies and model 
memorandum of understanding, the Manual includes full model concession and BOT contracts 
prepared by the law firm of White 8c Case under subcontract to PURSE. 

49. Trig Report -- Invitational Travel to Malaysia 
PURSE Report No. 106.121971049 July 1997 

At the end of June 1997, PURSE organized an invitation travel program for Malaysia for a 
group of senior Indonesian Government officials. The goal of the program was to share 
lessons learned by both governments in developing strategies and methodologies needed to 
successfully conclude PPP water sector deals. Meetings with Malaysian govennnent officials, 
and site visits to PPP water supply facilities were arranged. In addition, numerous meetings 
and presentations were given by private sector entities who are currently active in Malaysia 
and interested in investing in Indonesia. 

50. Quarterly Performance Report No. 15: April 1 '- Jme 30,1997 
PURSE Report No. 105.00197/050 July 1997 

Important activities and accomplishments during the reporting period include: the signing of 
three major PPP contracts in Jarkarta and Medan totalling $1.3 billion; a second Training 
of Trainers program was held held in Jakarta June 9-1 1 for 25 Central Government officials; 
the process of visiting and evaluating a third cohort of demonstration project city candidates 
was begun. The Inception Report for the IQC Team has recommended Medan, Surabaya, 
Padang and Pontianak as the cities for PURSE assistance; a draft Fourth Work Plan for the 
period July 1, 1997 through September 30, 1998 was submitted to USATD and the GOI. The 
Work Plan focuses on achieving successful contract closures of demonstration projects; a 
successful invitational travel program trip to Malaysia was organized and conducted by 
PURSE from June 22 - 27, 1997. Some 20 Government and PDAM officials took part. The 
group met with numerous Malaysian government and private sector officials in a fruitful 
change of views and experience on infrastructure privatization. 

51. Quarterly Performance Report No. 16: July 1 - Se 
PURSE Report No. ~05.00197/05 1 October 1997 

Significant activities and accomplishments during the reporting period include: PDAM 
Semarang signed a BOT water treatment contract with PT. Kendogo Moro for a value of 
approximately $45 million; the contract has been approved by the Ministry of Home Affairs; 
the Fourth Work Plan was ratified the Steering Committee in a meeting held on July 25, 
1997; the Third and Fourth Pilot Training Programs weere held July 28 through August 5, 
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and September 21-27,1997 respectively. A total of some 70 Local Government and PDAM 
officials from Bekasi, Tangerang, Padang, Pontianak, Manado, Maros, Bandar Larnpung, 
Bandung, Bantaeng, Cirebon, Denpasar, Manado, Pekan Baru, and Surakarta, attended; 
consulting services to Bekasi, Padang, Surabaya (Karang Pilang ID), and Pontianak, which is 
pursuing a competitive tender; Continued active participation in the development of the new 
Government Regulation for PPP, and accompanying Presidential decrees (Keppreses) for the 
PPP coordinating body and procedures for implementing PPP; and PURSE-sponsored 
participation of high-level Government officials at the Water Supply and Wastewater 
Treatment Summit, part of the sixth annual World Economic Development Congress held prior 
to the IMFIWorld Bank annual meeting in Hong Kong. 

52. Risk Management Handbook 
PURSE Report No. 4/12.I.A/97/052 December 1997 

With assistance from subcontractor Chase Manhattan Bank, the PURSE Project developed a 
Risk Management Handbook, designed to assist government and PDAM officials better 
understand the elements of risk inherent in any PPP water sector project. The Handbook, 
prepared in both English and Bahasa Indonesia languages, provides an introduction and 
overview of risk concepts, and a discussion of the types of risk most typical to a water project. 
The Handbook also provides a framework for the management and allocation of risk to the 
party most able to mitigate it. In addition, the Handbook serves as a focus of one of the five 
PURSE in-country training modules. 

53. Annual Progress Report - 1997 and 
Quarterly Performance Report No. 17: October 1.- December 31,1997 
PURSE Report No. 105.00/98/05 3 January 1998 

1997 was a landmark year for the PURSE Project. Among the most notable developments 
during are: PURSE-supported PPP projects resulted in the sieging of five major contracts with 
an approximate total value of $1.335 billion; PURSE is pursuing an international competitive 
tender process for a water supply project in Pontianak, West Kalimantan. With PURSE'S 
active participation, the Government has made significant progress on the development of a 
multi-sectoral PPP law which is expected to be issued in early 1998; progress has been made 
on the establishment of a PPP Center to help facilitate and coordinate the development and 
implementation of PPP projects in all infrastructure sectors; PURSE finalized a number of 
important "tools" or products, designed to facilitate PPP implementation which will be 
disseminated in English as well as Bahasa Indonesia. These include the Project Life Cycle, 
the Risk Management Handbook, and the Financial Analysis Model User's Manual. With 
PURSE concluding its technical assistance activities in September 1998, the remaining months 
of the current Fourth Work Plan, prepared in July 1997, are dedicated to: a) get more PPP 
deals signed, particularly through the competitive process; b) institutionalize the in-country 
PPP training program; c) identify institutional homes for the PURSE products cited above. 
The Annual Report also discusses major issues which continue to confront the Government, 
and present challenges which require clarity of purpose, persistence, and, in many cases, 
strong political will to successfully meet. 
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54. Quarterly Performance Report No. 18: January 1 - Marc 
PURSE Report No. 105 .OO/98/054 March 1998 

This eighteenth progress report summarizes activities, issues and accomplishments during the 
reporting period. These include, most notably: the signing of Presidential Decree number 7 
of 1998, which strongly emphasizes the open competitive tender process in awarding PPP 
infrastrtucture development contracts; PAM Jaya, the Jakarta water company, was officially 
transferred to the private sector on February 1, 1998; PURSE continued assisting the 
negotiations in Malang for an $85 million partial concession; Competitive tender processes 
for Pontianak and Manado were further aided by the Project; PURSE'S sixth Pilot Training 
program took place with some 40 local government and PDARa officials participating. 

56. User's Manual to Financial Analysis IModel for 
PURSE Report No. 102.01/98/055 June 1998 

After undergoing revision, modification and field testing for many months, PUWSE has issued 
a more user-friendly model and manual that will aid PDlhMs and local governments better 
assess the impacts of privately-funded BOT water infrastructure projects on the PIDAM'S 
financial condition. A diskette of the computer model is included with this manuai. 

56. Quarterly Performance Report No. 119: April ]I - 
PURSE Report No. 105.00/98/056 July 1998 

This ninteenth progress report summarizes activities, issues and accomplishments during the 
reporting period, including: the seventh pilot training program held iri Jakarta on May 4-9,1998 
included some 49 trainees; completed work on the revisions to the Financial Analysis Manual 
(FAM) for BOT projects, as well as preparation of model and manual for a Concession Contract; 
revisions to the Project Life Cycle (PLC) to conform to the Presidential Decree (Keppres 7 of 
1998) were largely completed to both the operations and model documents manuals; 
negotiations for the partial concession PPP project in Malang have resolved nearly all 
outstanding issues; local authorities in Pontianak have given PURSE a green light to proceed 
with a recommended "delegated management" project structure. PURSE has also completed the 
Pre-Feasibility Study; in Manado, PURSE bas completed its service demand analysis, and will 
begin the Pre-Feasibility Study early in the next quarter. 

57. User's Manual to Financial Analysis Modell for Concession 
the Water SuppIy Sector 
PURSE Report No. 102.01/98/057 July 1998 

Although not specifically required by the PURSE work plan, we are in the process of 
preparing a FAM and accompanying manual for Concession agreements as well. Bahasa 
Indonesia versions of the computer models and manuals have been finalized for both BOT and 
Concession contracts to facilitate their use at the local level. 
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PURSE DEMONSTMBION PROJECT TECHNICAL 
(these documents may not be available for general dissemination) 

1. Medan - Analysis of the Belumai Water Treatment BOT Proposal 

PURSE Report No. IQC-TP/97/00 1 

In February 1997 the PURSE Project was requested by the Ministry of Home Affairs (PeTOD) 
to review and comment on a feasibility study prepared by a private sector investor to build a 
Build-Own-Transfer (BOT) water treatment facility for the city of Medan. The PURSE 
analysis and evaluation of the three volume study focused on five specific areas: Demand, 
Facility Design, Cost, the Financial Condition of the P D M ,  and the Treated Water Tariff 
Structure. In addition to the Project's rigorous analysis of the study, PURSE recommended 
ideas for shared savings, risk management, and credit enhancement. 

2. Semarang - Review of Contract Documents 

PURSE, together with local legal subcontractor Soewito, Suhardiman, Eddymurthy & Kardono 
(SSEK), performed a comprehensive review of contract documents between the PDAPclP 
Kotamadya Semarang and a private investor for a BOT water treatment project, PT. Tirto 
Kendogo. The main emphasis of the report is on the legal documents, as financial and 
technical documents were not made available to PURSE. The report contains general and 
specific comments on the various contractual agreements concluded among the parties, and 
presents a series of recommendations for their consideration prior ro finalizing the PPP 
contract. 

3. Bekasi - Preliminary Review of Private Sector Partid 
Water Supply 

In June 1997 the PURSE Project was requested by the Ministry of Home Affairs (PUOD) to 
review a feasibility study and cooperation agreement for an unsolicited PPP water supply 
project in Bekasi. The project was being negotiated between the local government (Tingkat 
II) Kabupaten Bekasi (as owner of the P D M ) ,  and FT. Arinusa Tirta Bekasi, a locally-lead 
private sector company established for the purposes of implementing this 25-year PPP 
concession project. The PURSE review raised a number of questions concerning the capability 
of the private party to actually implement the project. PURSE concluded that more work 
needed to be done with respect to the feasibility study, and that the cooperation agreement 
lacked several important elements, including a discussion of conditions precedent, 
establishment of performance standards, and defining force majeur risk, among others. In the 
opinion of the PURSE Project, the parties are not yet ready to proceed to concluding a sound 
and mutually beneficial PPP contract agreement. 

4. Pontianak Water Plant Capacity Rerating Analysis 
PURSE Report No. IQC-TPl981004 

As part of the technical assistance being provided for a competitively tendered PPP project in 
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Pontianak, PURSE performed a "rerating" analysis of the PDAM's existing water treatment 
facilities. The purpose of rerating is to determine if more water can be treated by existing 
facilities, at little or no additional cost, in order to reduce the size and cost of any new 
facilities which may be needed. Of the four PDAM water treatment plants examined, PURSE 
determined that the one currently under construction could be rerated to a capacity of 60% 
more than projected design. With an additional treatment capacity of 137 litres per second, 
and net capital cost savings of over $1 million, the PDARl is able to delay new construction 
and reduce the size of future plants. The report contains a detailed methodology for 
performing the rerating analysis in other cities throughout Indonesia. 
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Digital modem speed 
Plain paper inkjet printer 
12 second transmission speed 
Error correction mode 
Auto document feeded 
Transmission verification stamp 
A4, Legal papers 
Auto dialerlredialer 
Memltransmissionlretransmission 
Programs keys 

Last Update : 10/31/1999 

llntercom speech path 

PURSE Commodity Procurement Inventory 

Auto speed diallredial 

Cabling method 
Battery backup time 

set Key Telephone A-824 (6-6), with : 
I Main unit, 1 battery.6 pcs Telph 

To conduct business 
mmmunications with 
USAID, GO1 & other 
PURSE contacts 

BATCH # 

To conduct business 
communications with 
USAID, GO1 & other 
PURSE contacts 

CONDITION 

To conduct business 

PURCHASED 

Office Equipment 

COST 

lndonesia 

ORIGIN 

0021193 

lndonesia 

lndonesia 

SOURCE 

Good 

4 drawer file cabinets 
2 drawer file cabinets 

Filing Cabinets 
Yamanaka 

Japan 

Japan 

INTENDED USE DESCRIPTION 

4 
4 

To store project files 1 Indonesia I Indonesia I Good 1 0123193 $1,500.00 1 5/25/93 1 

$181.59 

To store project files 1 Indonesia I Indonesia 1 $260.62 1 5/25/93 ~ood; ldama~d 0123193 
I I I I I I 

NUMBER 

11/3/93 Indonesia For completition of 
forms & typing labels 

Filing Cabinets Alba 7 4 drawer file cabinets To store project files I Indonesia Indonesia $1,024.31 07124195 I ( I 848195 

1 3 drawer file cabinets I I TO store project files lndonesia lndonesia I I I $1 19.32 07/24/95 848195 

SPECIFICATIONS 

Japan Daisy wheel printing 
10 characterslsecond 
Max paper width: 12" 
Multiple pitch (10, 12) 
On line correction memory 

Typewriter 
Panasonic 
KX-R305 

1 



Last Updafe : 10/31/1999 PURSE Commodity Procurement Inventory 

DESCRIPTION L 

Coffea Maker 

I All size staples I 
I 

Single door, top rack, freezer. 
I 50 watts power consumption 

1 Completed with mixer bottle 

-- 

INTENDED USE I SOURCE I ORlGlN COST I PURCHASED I CONDITION 
I I I I I 

To store proiect files I Indonesia I Indonesia ( $435.72 ( 12/27/40 1 Good . . 
To store project files I Indonesia I Indonesia I $110.33 1 02/12/97 1 Good 

To bind project reports I Indonesia I Indonesia IO/O3/94 I Broken 

TO c~sh/mix coifea Indonesia I Indonesia I $106.18 1 5/12/93 1 ~ o o d  

BATCH # 

2298197 
2046197 

5/12/93 To keep medicines & 
refreshments (Office) 

Kronus Legend 

Good Japan Indonesia 

Equipment 
1Processor 486DW33 

$329.00 

01 07/93 

0291193 

1200 MB removeable Harddisk 

Good 

Good 

256 cache memory 

Super VGA monitor 
Six-16 bit and two 8-bit ISA slots 

I 101 keys keyboard 
MS DOS 5.0 original 

$598.00 

$400.00 

Germany 

Germany 

'or accounting & Indonesia USA1 
~udget preparation Indonesia 

5/12/93 

0811 6/93 

Indonesia 

Indonesia 

Office carpet cleaning 

Report Preparation & 
Binding 

Vacuum Cleaner 
Rowenta RU-05 

Binding Machine 
IBlCO , PB -21 

1 

1 

Good $2,897.08 

Flexible hose w/ suction regulator 
19 litre barrel 
Carpet and floor nozzle 
upholstery nozzle, exhause air 
800 watts power comsumption 

Paper hole punch 
22 hole punch 
22 slot binding capability 

8/31 I93 
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4 Processor 804860x4-100 Preparation of project 
8 MB RAM (up-graded to be 32 MB RAM) reports, manuals and 
200 MB Harddisk (removeable) other documents. 
101 keys keyboard IYH,NR(Broken),ADP,TPD 
Mouse 
Super VGA monitor (1024x768) 
1 serial; 1 parallel, 1 mouse 
Modem(for emails) & keyboard ports 
1.44 MB floppy disk drive 3 112" 
512 KB VGA card 
Cache memory 

BATCH # 

4 Processor 80486DX4-100 Preparation of project 
8 MB RAM (up-graded to be 32 MB RAM) reports, manuals and 
100 MB Harddisk ( 2 comp. add 210 MB) other documents. 

CONDITION 

Preparation of project 
reports, manuals and 
other documents. 
Server 

101 keys keyboard MT,BHP,SAF,AH 
Mouse 
Super VGA monitor (1024x768)-Broken 
1 serial; 1 parallel, 1 mouse 
Modem(for emails) & keyboard ports 
1.44 MB floppy disk drive 3 112" 
512 KB VGA card 
Cache memory 

PURCHASED 

Processor Pentium 100 
Model 210 
2 x 1.44 MB FDD 
Monitor 14 SBM 
MS DOS 5.0 Original 
Mouse Pad 

Computers lndonesia 1 USA/ 

COST 

1 

I lndonesia 

ORIGIN 

lndonesia 

SOURCE 

lndonesia 

INTENDED USE DESCRIPTION 

USA/ 
lndonesia 

2 Tsf to GO1 
(0911 8/98) 
($5.200.00) 

NUMBER 

Good 0385193 

SPECIFICATIONS 

Mouse - 400 dpi with 3 button 
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NUMBER 

2 

1 

I 

CONDITION BATCH # SPECIFICA TlONS 

Processor 80486DX4-100 
16 MB RAM (up-graded to be 32 MB RAM) 
100 MB & 300 MB Harddisk 
101 keys keyboard 
Super VGA monitor (1024x768) 
1 serial; 1 parallel, 1 mouse 
Modem(for emails) & keyboard ports 
Mouse 
1.44 MB floppy disk drive 3 112" 
1.22 MB floppy disk drive 5 112" 
512 KB VGA card 
Cache memory 

Good 01 50194 

DESCRIPTION 

Computers 

Computers 

Computers 

Computer Good 1 3155198 

INTENDED USE 

Preparation of project 
reports, manuals and 
other documents. 
WJP,AR 

r 

08/02/95 

03127198 

2 

1 

1 

Preparation of project 
reports, manuals and 
other documents. 
BHP(W), JJS (Broken) 

Server 

SAF 

256KB external 18K lntemal cache 

SOURCE 

Indonesia 

Processor 80486DX4-100 
16 MB RAM (up-graded to be 32 MB RAM) 
210 MB Harddisk (removeable) 
101 keys keyboard 
Super VGA monitor (1024x768) 
1 serial; 1 parallel, 1 mouse 
Modem(for emails) & keyboard ports 
420dpi high resolution 3-button mouse 
Dual 1.44 MB floppy disk drive 3 112" 

Processor 486DX2/1 00 
16 MB RAM (up-graded to be 32 MB RAM: 
210 MB Harddisk (removeable) 
101 keys keyboard 
Super VGA monitor 14" ACM 
Processor PI00 

Monitor TVM 14" 

Upgradeable Processors 
MS-DOS 5.0 

ORIGIN 

USA/ 
Indonesia 

Indonesia Preparation of project 
reports, manuals and 
other documents. 
PH 

USN 
Indonesia 

$4,387.94 

$94.29 

Indonesia 

Indonesia 

USA1 
Indonesia 



-- 
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DESCRIPTION I NUMBER ( SPEClFlCA TlONS I INTENDED USE ( SOURCE ( ORIGIN I COST (PURCHASED I CONDITION I BATCH # 

Lomputer Software1 
Ither Additions 

lndonesia 
lndonesia 
lndonesia 

USA 
USA 

lndonesia 
USA 
USA 
USA 
USA 
USA 

lndonesia 
lndpnesia 

USA 
lndonesia 

USA 
lndonesia 
lndonesia 
lndonesia 
lndonesia 
lndonesia 
lndonesia 
lndonesia 
lndonesia 
lndonesia 

1 
1 

1 
1 

USA I $500.0C 
USA 
USA 
USA 
USA 
USA 
USA 
USA 
USA 
USA 
USA 
USA 
USA 
USA 
USA 
USA 
USA 
USA 

Microsoft Excel 4.0 
Microsoft Word 2.0 
Mircosoft Project 
Windows 3.1 
Wordperfect 5.2 for Windows 
Wordperfect 6.0 for Windows 
Word Perfect 6.0 for Dos 
Solomon Accounting Software 
Foxbase Windows 
Lotus 123 for DOS version 2.4 
Lotus 123 for Windows V. 1 .I 
Lotus 123 for windows V.5.0 
Lotus Aproach for Windows V.3.0 
MS-DOS 5.0 
Novell 
Lotus Freelance, Organizer 
Visio V.3.0 For Windows 
Ofke for Windows V.4.0 
Macs-Datavisio 01 
Modem, Hayes 
Modem, Hayes 
Ethernet card, Sim Ram 4m addition 
Installation LAN 9th floor 
Modem, US Robotics 33.6 
MS Windows 95 & MS Office'97 

For spreadsheets 
For wordprocessing 
For Project management 
Operating System 
For wordprocessing 
For wordprocessing 
For wordprocessing 
For wordprocessing 
For database 
For spreadsheets 
For spreadsheets 
For spreadsheets 
For Database 
Operating system 
Local Area Network 
For spreadsheets 
For spreadsheets 
For wordprocessing 
For spreadsheet 
For E Mail 
For E Mail 

Local Area Network 
For E-mail 
For project activities 

Good 

Broken 

good 

USA 
Indonesia 
Indonesia 

USA 
USA 

$219.56 
$540.06 
$651.28 
$1 79.86 
$850.00 

verex 
oteBook 
omputer 

2 
Proccessor 80386 
4 MB RAM 
82 ME! Harddisk 
84 key Keyboard 
1,4 MB Floppy Disk 
VGA Monitor 

Broken Preparation of Project docs. USA USA $4,606.00 
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DESCRIPTION 

Dell NoteBook 
Computer 

Printer 
Hewlet Packard 
PaintJet XL300 

NUMBER 

1 

Hewlet Packard 
LaserJet 4 

SOURCE SPECIFICA TlONS 

Dell Latitude 450 MCX 
8 MB RAM, 1 MB VRAM 
3.5" FDD, 340 MB HDD 
2 X NlMH Batteries, Adaptor 
Carrying Case 
Dos 6.3, Windows for workgroup 

lndonesia 

INTENDED USE 

Preparation of Project 
Report 

ORIGIN COST 

USA 12/01/94 Good 

CPU Pentium 133Mhz 
16MB Ram Memory 
12.1" TFT Color Active Matrix 
1.35GB Hard Disk- 1.44 MB Floppy Drive 
6x Speed CD Rom - 16 Bit Sound Card 

4MB memory (extended to 68MB) Idocurnents, graphics, I I 
4 SlMM slotslMacintosh PS interface lpresentations 

0346194 

Carrrying Case 

11/12/96 

USA 

USA 

Eight pagelmin laser print engine 
600 dpi printing resolution 
45 internal scalable fonts 
2MB memory (extended to 4MB) 
4 SlMM slotslMacintosh PS interface 
Multipurpose paper tray (A4, Letter) 
PCL 5 printer language 

$3,578.25 09/08/94 Good 01 36/94 

Demo Project Work Facility 

USA Interchangeable paper cassette 
600 dpi printing resolution 

$2,160.22 1 08/02/95 1 Good 1 887195 

Good 

For professional 
printing of computer 
documents 

I (stolen) I 

1847196 USA 

Indonesia 

For professional 
printing of computer 

Indonesia 8 MB Memory Board 
Jet Direct LJ 4Plus 

Indonesia 

USA 

For professional 
printing of computer 
documents, graphics, 
presentations 

$4,545.45 
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-- - -- 11 DESCRIPTION I NUMBER I S P E C I F I C A ~ ' I O N S ~ ~ ~  INTENDED "SET SOURCE I ORIGIN I COST PURCHASED I CONDITION I BATCH # 

II I 135 scallable intellifont typefaces I I I I I I I 

Itscreen Overhead I 
I I 

1 )3M 1 For Presentation 

I 

- 

Vehicles 

Utility Vehicles 

Office Furniture 
Haradiran Associates 1 

Projection Panel ASK 
Campus Type 300 Laser Pointer MP 1800 

Haradiran Associates r 

Presentation of FAM 

- 

Indonesia 

Indonesia 

Radial tyres Ifirms. I I 1 I 1 I 

Director's Sungkai wood desk AH 
(200x1 74x74~1~1) - 1 
Sungkai wood credenza (3.40111 long) AH 
Advisor's Sungkai wood desk ADP,PH,TPD,MT 

- 

USA 

USA 

Good 

(1 80x90x74cm) I 
Sungkai wood credenza (2.40m long) 

12/28/93 

Advisor Sungkai wood desk MT 
(1 6Ox8Ox74cm) 
Sungkai wood credenza (2m long) MT 

- 

$3,246.75 

$190.62 

Utility 4 wheel drive For transportation of 
Central door lock, power windows PURSE team staff to 
~ u l l  NC. Radioltape, digital clock meeetings with GOI, 
Safety belts USAlD and private 

Sungkai wood conference table ~CONF 

Japan1 
Indonesia 

Indonesia 

lndonesia 

I 1/12/96 

0911 5/94 

$26,000.00 

Good 
Good 
Good 
Good 

Good 1 1811196 
Pointer (missing) 

I I I Good I 

Good 

01 06/93 lndonesia 

Good 
Good 
Good 

01 66/94 

lndonesia 

$9,878.00 

lndonesia r 
I Good 

3 Tsf ($358.53, 
Good 
Good 
Good 
Good 

4 Tsf (478.04) 
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1 
4 
1 

ORIGIN SOURCE DESCRIPTION NUMBER 

White board cabinet 
Recption chairs 
Sofa + chair set (COP office) 

Studio D-23 

COST SPECIFICATIONS INTENDED USE 

1 lBookshelves (built-in) (LybraPJ 
1 
2 
2 
2 
1 
I 
3 

Working desks with side desk 
Wooden filing cabinet, 2 drawers 
Book case(full height), big size 
Book case(full height), medium size 
Guest chair and Table (Reception Room) 
White board 

Storage shelves CONF 
Credenza LL,WJP 
Working desk LL,WJP 
Side desk LL,WJP 
Working chair 
Guest chair Office 
Bookshelves (built-in) ADP,PH,TPD 

Haradiran Associates 

PT. Kumia Teknik renovation conference room 
add one working table 
filing desk (60x1 27x27) 

6 
I 
2 
2 
2 
1 

1 

lndonesia 

AR, FKJ 
BHP,JJS 

lndonesia s 
Comperence room I 

PURCHASED I CONDITION I BATCH # 
I 

Good 
Good 

I Good I 

lndonesia $26,329.84 I 
II Total Office Equipment I $168,677.00 I 

Good 
Tsf To GO1 (1) 
Tsf To GOl(1) 
Tsf To GOl(1) 

Good 
Good 
Good 

5 Tsf (09118198; 0780195 
Good 0883195 

1 Tsf (09118198) 0901195 
1 Tsf (09118198) 

Good 
Good 

0311 7199 
to Good 12/98 

04/23/99 

Staff Housing Move-InlFumiture Allowance 

0256194 
0249194 

Missing 
Missing 
Broken 

Good-Office 
Tsf GO1 25/8/98 
Tsf GO1 25/8/98 

$170.00 
$136.26 
$175.00 
$495.62 
$576.30 

Indonesia 
Indonesia 
Indonesia 
Indonesia 
Indonesia 

10121194 
1011 9/94 

Home Use (CMW) 
Home Use (CMW) 
Home Use (CMW) 
Home Use (CMW) - TPD 
Home Use (CMW) - TPD 

1000 volt ACIDC 11 01220 
- 
Completed with dush brush 
C57R 
FL605 

Converter 
Filoshima 
Lamps 
Vacum Cleaner 
Dryer - Candy 
Washer - Modena 

2 
1 
1 
1 
1 
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Converter 

Washer - Modena 
Dryer - General Eb 
Gas Boffle L 

NUMBER 1 SPE&FICA TIONS I INTENDED USE SOURCE 

1500 volt ACIDC 1 101220 
1000 volt ACIDC 1101220 

FL 605 
DOG - 7280 
12 Kgs 

lndonesia 
lndonesia 
lndonesia 
lndonesia 
lndonesia 
lndonesia 
lndonesia 

Home Use (JJS) 
Home Use (JJS) 
Home Use (JJS) 
Home Use (JJS) 
Home Use (JJS) 
Home Use (JJS) 
Home Use (JJS) 

ORIGIN 

Japan 
Japan 

lndonesia 
lndonesia 
lndonesia 
lndonesia 

Washer 
Dryer 
Refrigerator 

Missing 
Missing 

Good (BHP) 
Good (BHP) 

Converter 
Converter 
NasherlDryer 
Refrigerator 
Fan 
Lamp 

Tsf GO1 251819d 2520197 
Tsf GO1 2518198 

Broken I 

Missing 
Missing I 

Tsf GO1 12/8/96 
Tsf G:;:/8/96, 

Missing 

I 
1 
1 

1 
1 
1 
1 
- 
- 

Indonesia 
Indonesia 
Indonesia 

$735.95 08/04/97 
$1,300.00 08/28/94 

$661.93 08128193 

General Electric WISR 106 
- 
- 

1500 volt ACIDC 1 101220 
1000 volt ACIDC 1 101220 
- 
- 
- 
- 

Home Use (WJP) 
Home Use (WJP) 
Home Use (W JP) 

Converter 
Converter 
Fans 
Lamps 
r 

Total Household Furnishing 

TOTAL TO DATE #) 

Home Use (MC) 
Home Use (MC) 
Home Use (MC) 
Home Use (MC) 
Home Use (MC) 
Home Use (MC) 

- 
- 
- 
- 

$9,479.97 

$178,156.97 

1500 volt ACIDC 1 101220 
I000 volt ACIDC 1 101220 
- 
- 

Indonesia 
Indonesia 
Indonesia 
Indonesia 
Indonesia 
Indonesia 

Japan 
Japan 

Indonesia 

Home Use (UEA) 
Home Use (UEA) 
Home Use (UEA) 
Home Use (UEA) 

Japan 
Japan 

Indonesia 

$125.00 
$85.00 

$125.00 
$250.00 

Indonesia 
Indonesia 
Indonesia 
Indonesia 

Missing 
Missing 
Missing 
Missing 

$125.00 
$85.00 

$1,300.00 
$600.00 
$125.00 
$250.00 

08/28/93 
08/28/93 


