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A,I.D. LOAN NO., 497-T-0b4
A.I.D. PROJECT NC, 497-0302

AMENDMENT HO. 4 TO
PROJECT LOAN AGREEMENT
BETWNEEN THE
REPUBLIC OF LHDOHESIA
AND TdHE
UNITED STATES OF AMERICA
FOR

APPLIED AGRICULTURAL RESEARCH

DATED: August 30, 1985



Dated: August 30, 1985

This AMENDMENT NO. 4, is entered into between the REPUBLIC OF
INDONESIA ("Borrower") and the UJITED STATES OF AMERICA, acting
through the AGENCY FOR INTERAATIONAL DEVELOPMENT ("A,.I.D.").

WHEREAS, the 3orxrower and A.L1.D. entered into a Loan Agreement,
designated as Applied Agriculturél Research Proiject do., 427-0302,
Loan No. 497-T-264, on September 29, 1930 ("Loan Agreement"),
whtereby A,I1.D. agreed to lend to the Borrower up to Five Million

United States ("U.S8.") Dollars ($5,000,000) {"Loan") to assist in

financing the Borrower's program to expand and improve agricultural
research; and

WHEREAS, the Borrower and A.I,D, amended said Loan Agreem2nt on
December 22, 1980, on May 20, 1981, and on August 24, 1982, thereby
increasing the oan to $13,900,000, and

WHEREAS, tne Borrower and A,.I.D. desire to again amend the Loan
Agreement to extend the Project Assistance Completion Date, to
provide an increase in the Borrower's contripbution, and to make
certain other chanues;

NOW THEREFORE, the Borrowar and A.l.D. hereby agree as follows:

1. Section 2.1, paragraph 1, is revised to read as follows:

Sectiogn”2.1. Definition of Project. The Project, which is

further described in Annex I, will consist of the expansion and
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improvement of agricultural research capability to address
factors peculiar to the varied agro-climatic zones of Kalimantan,
Sulawesi, Maluku, Nusa Tenggara Timur, Bali, East Timor and West
Java. In addition; tne Project will provide support to the
Agency for Agricultural Research and Development {(AARD) in
strengthening agricultural research admianistration and
management, linkages among AARD, universities and the private
sector, and research work in selected iood crop commodities.
Annex I, attached, amptifies the above definition of the
Project.”

2. Section 3.2. Borrower Resources for the Proiject, paragraph

{b) is revised to rezad as follows:

"The resources provided by the Borrower for the Project
will be not less than the equivalent of U.S8.3$22,800,000,
including costs borme on an "in-kind" pasis, for the Loan and
Grant No, 497-0302."

3. Section 3.3 {a} Project Assistance Completion Date is
revised to read as follows:

"{a) The "Project Assistance Completion Date" (PACD),
which is September 30, 1992 or such other date as the Parties
may agree to in writing, is the date by which the Parties
estimate that all services financed under the Loan will have
been performed and all goods financed under the Loan will have
been furnisned for the Project as contewplated in this

Agreement."
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4. Article 5, Conditions Precedent to Disbursement, 1s amended
to add the following sections 5.7, 5.8 and 5.9 as follows:

SECTION 5.7. 3pecial Studies., Prior to disburzeanent of

funds or to the issuance by A.I.D. of documentation pursuant to
witlcn disbursement will pe made for Special Studies, the
Borrower siall except as A.1.D. may otherwise agree in writing,
provide written evidence to. A.I.D. that a research advisory
committee has been formed and naming its memper representatives.

SECTION 5.8, Researcn Funds in Support of the Research to

be Conductad Under the Auspices of Directorate General of Higher

fducation. Prior to disbursement of funds or to the issuance by
A.L.D. of documentation pursuant to which disbursement will be
made for research activities invelving the Directorate General
for Higher Education in tne #Ministry of Education and Culture,
the Borrower shall, except as A.I.D. may otherwise agree in
writing, provide to A,I.D, a written sxplanation of the
procedures to ba followsd for tihne transfer and control of
project research funds to the participating educational
institutions.

SECTION 5.9. wNotification of Additional Conditions

Precedent. When A.I.D. has determined that the conditions
precedent specified in Sections 5.7 and 5.8 have been met, it
will promptly notify the Borrower."

5. Article &, Special Covenants, is amended to add Section 6.4,

Section 5.5, and Section 6.6 and as follows:

SECTION 5.4, Maintenance., The Borrower agrees to provide
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adequate funds for maintenancs and repair of research
facilities, equipment, and farms,

SECTION ©6.5. Training. Tne Borrower agrees that loan
funds may be used to finance the costs of in-country and
off-shore short term training, or training of less than 90 days
duration.

SECTION 6.e. Research Budgets. The Borrower agrees to use

its best efforts to increase funding for secondary food crop
operational research to levels that approximate, on a per
researchsr pasis, average funding levels for all crop research
in Indonesia.

6. Article 7, Procurement Source, Section 7.1, Foreign Exchange

Costs, 1s revised by deleting the second paragraph and substituting
tne following:

"Ocean transportation costs will be financed under the Loan
only on vessels under flag registry of Indonesia, the United
States and other countries incladed in A.I.D Geograpnic Code
941, except as A.l.D. wmay otherwise agree in writing.,"

7. Section 7.2, Local Currency Costs, 1s amended by adding the

following sentence:
"Toe the extent provided under this Agreement, "Local
Currency Costs" may also include the provision of local currency
raquired for the Project."
8., A revised amplified project description and revised

financial plan is attached to this Amendment as Annex I.
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9. Except as hereinabove expressly ameanded, the Loan Agreement

and Amendments thereto are ratified, confirmed and continued in full

force and effect in accordance with all of their terms.
IN WITNESS WHEREOF, the Borrower and the United Statas of
America, each acting through its respective duly authorized

representative, have caused this Amendment No. 4 to be signed in

their names and delivered as of the day and year first above written,

UNITED STATES OF AMERICA REPUBLIC OF INDONESIA

. ~ **-CEI:;
. LA —\... _L:
!gggggﬁﬁf?‘*iaqb o
William 2, fuller Atmono Suryo
Director Director General
USAID/Indonesia for Foraign Economic Relations
Department of Foreign Affairs




Annex [

Amplified Project Description

Funds under the Applied Agriculturasl Research Project (AAR?), as
amended, will be used to support two sets of activities--the
extension of selected actilvities already begun under the Applied
Agricultural Regearch Project and the initiation of new activities.
Except as expressaly modifiled below, the original anplified project
degscriptions (loan and graunt), as amended through Grant and Loan
Agreement Ameundments and Project Implementatioa Letters, continue to

govern the activitlies which have already begun upder the project and
which will be completed under the project extension.

A) Ongoing AARP Activities: The purpoese sf the oungeing activities
iln the Applied Azricultural Research Project, as described in the
original amplified project description (loan and grant), 1is amended
to include Fast Timor among the locatlons where research facilities
may be expanded or strengthened under the Froject. With regard teo
target sltes, Handil Mawnarap, Ballkpapan and Kupang are deleted, and
Samarinda, L{ili and Baobonaro are substituted.

Under the project extension, the Project will continue to support
ongolng activities by providing financing for construction and
renovation, development of experimental farms, equilpuwent, tralning,
collaborative research and technical assistance, as described ia the
original amplified project description(s)., During the first two
yeats of the exteunslon perlod, the project will complete the
remaining Tarm development and constructlon activities at seventeen
stations. AID funds remafuning in the Project as of the time of the
project extenslon, and G0I funds including PL480 proceeds (in
accordance with the Agreement between the Government of the United
States and the Government of the Republic of Indonesia for the sale
of Agricultural commodities, dated February 13, 1985) will cover the
remaining costs for construction of bulldings. GOI Ffunds will
finance the completion of farm development.

The project will complete the remainiag procurement of field,
laboratory and statiorn equlpment included under the existing
procurement contract and will also provide approximately $100,000
for commodity installatien training as equipment Iz Installed.

Also, approximately 190 person months of short-term overseas
training and 350 person months of additional short term in-country
technical and management courses will be undertaken to coumplete
original project tralning objectives. It 18 anticipated the short
term in-country courses will include topics in program monitoring,
nicro—~computer applications, farm development, tungro virans research
technigues, and Englisk. Filnally, it is expected that the current
technical assistance contract will be extended at no additional cost

for 18 months to provide approximately 102 person months of
assistance to help meet the contract's objectives.



B) Mew Amendment Activitiecs: New activities will support the
strengthening of AARD's capacity for research administration and
managenent. to ensure efficient use of its expanded facilities and
nanpower and to shift research resources from rice to secondary
crops research. Under the amendment, the project will provide
technical assiatance apd training to improve AARD's research
planning, implementation and wmonitoring systems; improve facilirty
managemenl aad suapport services; intrpoduce tlexible budgeting
procedures to address emerglug resource allocation and
administrative problewms; and strengthen the performance and
cocrdination of national commodlty research programs for grain
lagumes, maize, and rice, particularly upland rice. Project support
will concentrate on improving research performance by strengthening
AARD's planning, administrative and management functions and by
lncreasing the output of applicable technologies for increasing and
diversifying the produnction of these thres key s=coundary crops.

1) Strengthening Research Management and Administration: Assistance
for this objective will concentrate on the following areas:

a) The development of a long term research management strategy and
the capability in the AARD Secretarliat to adapt and operationalize
the strategy 1in accordance with evolving agricultural priorities and
national needs. Technical assistance, trainlng and special studies
support will be provided to the Secretariat far this purpose. It is
expected that a four person consultant team composed of a research
administration speclalist, a research program analyst, a training
specialist and an administrative assistant will provide an
approximate total of 192 person months of asgistance to the
Secretariat to assist AARD to develop and manage long terw research
management capabilities. Additional short term technical assistance
of approximately 12 person months will be provided as needed for
specific adwministration or speclalized tapics.

The project will support long and short~tarm overseas training for
AARD staff. Approximately 20 long term training positions will be
funded for Masters degree level instruction at U.S5. universities in
disciplines such as percsonnel management, finance, business
adminlistration and computer sclenre. A limited nunmher of the 20
positions may be used for Masters tralining in specific scientific or
economics flelds, as discussed in sectlion B.2.c. below, depending on
AARD needs. Short term training for about 10 persons at
international agricultural research ceunters, U.5. research
institutes or regional traialng Iinstitutlons on topics related to
staff development and personnel administration, accounting,
organizational procedures and program planning and development will
also be provided. Finally, project funds will assist to finance
approximately 10 in-country workshops which will focus on improving
the skills of staff in the Secretariat and AARD's Regional
Coordinating Center for Food Crops in areas such as procedures for
egtablishing research objectlives and prioritiles; research planning
and monitoring; research proposal writing; computer assisted
management techniques; financial and personnel management; research
adwministration; and research reporting and dissemination.
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Approximately $106,000 of project funde will be used to procure
computers and related equipment in support of the workshops and
other short-term training. Returning Masters tralnees will be
expected to assgist in developing the werkshops to transfert
management skllls to AARD colleapgpues. Trainees will be nominated by
AARD nzting criteria developed by AARD with asslistance of the
cousulting team. The technical assistance team will he responsible
for managing the overseas training program.

Limited funds, approximately $300,000, will support special studies
on prasalng research 1ssues which complement the development of
AARD's research strategy and which require a quick funding
mechanism. Special studies, conducted by AARD or cther agencies,
@w1ll focus on topics guch as the effectiveness of different research
approaches to solving emerging disease and pest problems. the long
term role of intermational agricultural research centers in
Indonesia, the role of pereanial crops in transmigratlon areas aad
the impact of liming on acid solls. Because topics to be supported
by specilal studies funds are likely to ke of interest to agencies
outside AARD, a specilal advisory committee composed of
represeatatives from AARD, the Minlatry of Agrlculture's Bureau of
Planning and Directorate General for Food Crops, and BAPPENAS will
be formed to 1ldentify research policy areas for special studies
support, The AARD Secretariat will provide staff support to the
commitrtee and will be regponsible for developing detalled operating

procedures for implementing the speclal studies program. The
procedures will be approved by the advigory committee and by AID,

b) Improving research facilitles managewent and research station
support gervices. The project will provide technical assistance and
short term in-country and overseas trairning for this purpose. It {is
anticipated that two research station development management
specialists will be provided for about 3 years to assist AARD gtaff
at research Institutes in Sukarami and Maros to develop prototype
training/demonstration programs in research station management for
AARD staff stationed throughout Indonesia. Approximately 10 person
months of short-term technlcal assistance will be funded as
required. Funds will he provided for research statien
administrators to participate in approximately 10 periodic
lun-country trzining programs and in annual workshops 1In topics such
as farm and laboratory equipment repalr and maintenance,
warehousing, motor vehicle operation and maintenance, and general
station management and operations. 1In gdditien, project funds will
support short-taerm overseas tralning for approximately 10 senior
Institute, statlon or lahoratory managers in gselected subjects for
which in-country training is not svailable.

¢) Improving the capaoility of AARD to formulate secondary crop
research ohjectives and to determine research and budget prierities
accordingly. 7This objective will be met by assisting AARD to
develop closer research links with Indoneslan universities, other
government Institutlions, the private sector and intermational
agricultural research centers. Specifically, the project will
support the developrment of the capacity to manage commodity-specific
research programs for upland rice, malze and grain legumes. AARD's



Research Coordinating Center for Food Crops (RCCFC) will establish
eitfective procedures to implement the coordinated research
programs. Among other things the RCCFC will establish detailed
raesearch agendas for each of the three commodities. These will
identify the major problems constraining increased yields of each
commodity, specific research required to solve the problems and to
avo{d duplication, and will identify research results already
avallable that may have bearing on the problems. The RCCFC will
prepare an annual report identifying research undertaken during the
previous year, and the results and recommendations for the upcouing
year which will be reviewed during annual meetings of scientists
from AARD and universities, representatives from the Directorate
General of Food Crops, BAPPENAS and the private ssctor. This group
will review the research recommendations and recommend changes or
new research to be undertaken. AARP research proposals and budgets
will continue to be programmed through the AARD system but will
reflect priorities established in the research agendas,

Approximately $100,000 io project funds from the commodity research

line item will support limited administrative costs associated with

the preparation and review of research agendas including support for
costs such &s per dlem, travel and meetinge required to develop and

review the agendas.

2) Immoving the Efficiency and Effectiveness of Diversified
Research, Aselstance in support of this objective will 1nclude:

a) Research support. The project will finance research implemented
by AARD and by Indonesilan universities. At AARD the project will
assist to finance specific research efforts which address a variety
of disease and agronomic problems that constrain lucreases fin yields
and Incomes associated with the cultivation of rice, especially
upland rice, maize and graln legumes. Direct AID assistance for
operational research, on a liwmited basis, will complemeat AARD
budget commitments for secondary crop research to enable AARD to
support this research while AARD meets its commitments to complete
the physical expansion of its research network. AID funds for this
category of research are expected to total $1.0 million and will be
allocated in decreasing yearly increments. The technical assistance
team working ia the Secretariat will assist AARD's management to
develop procedures to evaluate budget requirements and research
performance over time, and to define the necessary steps for
inereasing AARD's own secondary crop research budget levels.

Pro ject funds for operational research will focus on the traditional
disciplines of breeding, agronomy, pest and disease coatrol in the
three commodity areas as well as support for research and other
inputs to improve AARD staff skills in blotechnology, seed

produc tion and storage, soil management and economics. These other
inputs are described elsewhere in the Amplified Description but will
be coordinated to support research efforts in these areas by, for
example, financing training for AARD staff in biotechmology
techniques for agricultural research; providing technical
assisgtance, research support and, under the exlsting procurement

contract, limited commodities to assist AARD to develop a seed
production capability for rice, maize and grain legumes; financing
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training, research and field testing of improved ou-farm seed
storage technelogies; supporting researchr to solve soll management
problems assoclated with upland and transmigration areas as well as
research withino AARD aud with selected universities to deteripine the
socio~economic constralnts Indonesia faces with respect to secondary
crop production and marketing.

The project will also provide approximately $300,000 for research in
the three commodity areas to be carvied out by Indonesian
universities through the Directorate General of Higher Education
{DGHE) in the Ministry of Education and Culture, These funds are
intended to facilitate ongoing research coordination hetween AARD
and the universities., AARD and the DGHE have recently reached
formal agreement establishing a framework for research collaboration
between the two organizations. Procedures to operationalize thls
agreemeat wili he agreed to by the Government of Indonesia and AID
Eor the transfer of project resources from AARD to the participating
educational institutions.

b) Technical assistance. 1In support of the above, the project will
finance secondary crop speclalists to assist AARD staff working in
selected technical research subjects at research stations in
Sukarami, Maros, Malang and Hogor. Long term technical assistance
is anticipated to include an upland rice pathologist, and an
agricul tural economist In Sukarami, an agronomist, and an
agricultural economist at Maros, a grain legumes breeder and a
pathologist in Malang, and a4 seed specialist in Bogor. Project
funds of approximately $150,000 will finance the prucurement of
venicles for the use of these and other long-term consultants.
Short-term consultants will be provided in selected techmical
fields, It is expected that a total of appreximately 312 person
months and 20 person months of long and short term assistance
respectively will be provided -for this objective.

¢) Training. Project funds will support short-term training for
approximately 20 AARD staff at International Agricul tural Research
Center workshops and at regional seminars on topics relatad to
commodi ties supported under this project. Depending on AARD needs
and the availability of funds, foreign Masters level degree training
will be given to AARD staff in 2 variety of subject matter areas
especially economics where staff skills are limited. Finally,
preject funds will support the participation of senior scientists in
short~term training at intermational agricultural centers and at
research institutions in the U.S.

International loan funded procurement of goods and services under
the project will be solicited from firms or individuals in Code 941
countries, Indonesia and the United States., International grant
funded procurement of goods and services will be solicited from
firms or individuals in Indonesia and the United States. Goods and
services funded by the project budget will be procured on a
competitive basis, advertised in Indonesia as well as abroad for
international procurement. Indonesian firms will be eligihble to bid
for all local and international procurement.



C) Government of Indonesia Project Support: During the life of the
project the GOI will provide approximately $22.8 million in support
of the project. It 1s egtimated that $17.136 million will be
provided to fund ongoing activities Including technical assistance,
construction, farm development, commodity and vehicle purchases,
tralning and administrative support. Under the new activities

approximately $5.664 miliion will fund: technical assistance ($1.664

million), operational research ($2,5 million), special studies ($0.5
milllon) and administrative support ($1.0 million).

Under the ongolng activities GOI support for technical assistance
will fund in-country travel and per dlem, housing and utilities,
vehicle operations and maintenance, affice rental, supplies,
reproduction and communication costs and corts of meetiungs for
consultants. Farm developwment support will fund land acquisition,
1f pecessary; access road counstruction; land clearing, leveling and
shaping; fencing; and irrligation systenm development. For
constructlon, exigting procedures will be continued., GOI
contributicns will finance all taxes, administrative, land
acqulisition and land preparation costs. GOIL fupds will also finance
approximately 60 percent of design, supervision and construction
cogts evcept for three stetions fer which the GOI coptriburion will
fund 100 percent of all costs. GOI contributions 1in support of
commodities will provide funds for in~country handling and clearing
costs of imported equipment and limited local equipment purchases.
Vehicle support fuunds will finance fuel, maintenance, and operator
gsalaries for vehicles purchased for or assilgned to the project. GOCI
funds for administrative support will finance the operating cost of
the project office in AARD.

Under the new activitiee the GOI will continue to finance the same
costs for techniecal asslstance and administrative support. Funds
for two new categories will be added: operational research and
apecial studies. The former will be comprised of AARD's annual
budget allocations for research op upland rice, mailize and grain
legumes. The latter will constitute 2z new item in AARD's annual
budget. Special studies funds, which will be matched by equal AID
contributions, will fuod consultant fees, domestic transportation
and per diem, materials and supplies, other direct costs, overhead
and contingencies associated with implementation of speclal studies
research projects.

D} Illustrative Financial Plan: The revised financial plan,
attached, i1s 1llustrative. Changes to the plan may be made by
repregentatlives of the parties named in the Loan and Grant
Agreements without formal amendmeut to the Agreement if euch changes
do not cause (1) AID's contribution to exceed the amount specified
in the text of the Agreement and (2) the Borrower/Grantee's
covtribution to be less than the amount specified 1Ip the Agreement,




L)

- MNplied Mricultureal Research Project . »

1970302
Revirzed Project Fipancial Plan . '
{1.5,47000)
}Cummilative Obligations {to date)lAnticipated Futire Obligations*) Niticipated Life of Project
AID loan | AID Grant § Al Loan |  AID Grant AID ioan| AID GrantlHost Countryl Total

|'
i ! |
Technlcal Assistance | 615 ] 8,870 | - | 4,600 | 615 | 13,470 | 3,464 } 17,549 |
Coltatorative Research | - | 350 | - | - i -1 350 | - | 30 |
" 'Congtruction j 3,063 ! - ] - i - | 3,063 | ~ 1 9,290 ** | 12,35 |
Farm Development | - | - i - | - | -1 - | 3,115 o315 |
Commexlities I 6,302 l - | - | - | 6,302 | - 1 1,69 ) 7,905 |
Vehicles [ 1.167 ! - { - | - I 1,167 | - 8l | 1,298 §°
Training | 4,330 | 280 | - i - | 4,330 | 280 | 141 { 4,750 |

Cormodity Research I 1,300 } - { - | - | 1,300 | - | 2,500 } 3800 |, .
Special Stidies | 500 | - { - | - | 500 | - 1 500 ! 1,000 |
Paministrarive Sippert | - i - | - | - | - - | 2,016 [ 2,006 |
Contimency/Inflation | 1,623 | - | - | - I_1,623 | - 1 - { 1,623 |
Uo7y I 18,900 l 9, 500 | - | 4,606 { 18,900 | 14,100 | 22,800 | 55,800 1

* mnticipated Euture cbligations are subject to the availability of finds and the mutual agreement of the Farties to proceed.
** Includes GOI contribution of $5.0 million from PLABD proceeds '




