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I..D PROJCT. ' 4980249(I)' 

PROJECT GRANT AGREEMNtT 

Dated: uut2,17 

Between the REPUBLIC OF INDONESIA ("Grantee")"acti g through 

the DIRECTOR CENERAL OF POWER, MINISTRY OF MINES AND ENERGY and 

the UNITED STATES OF AKICA, acting through the AGENCY F(R
 

INTERNATIONAL DEVELOPMENT ("A.I.D."). 

Article 1. The Asreement
 

The purpose of this Agreement to to sit out-the understandings 

of the parties named above ('Parties") with respect to the under

taling by the Grantee of the Project described below, and with 

respect to the financing of the Project by the Parties. 

Article 2. Prjct
 

SECTION 2.1. Definition of ProJect. The Project, which 

ti Phase One of a contemplated two phase program, is further 

described in Annex I and will consist of activities, Including 

technical assistance and training, designed to entiance Indonesian 

understanding of the role of energy In the development process and 

to strengthen the capabilities of the Indonesian Governent In 

energy planning. 

Annex 1, attached, 'wich forms a part of this Agreement, 

further defines the objectives and elements of the Project. 



Within the limits of the above 4df inition of the Projects 

"acts of the Project descreibed'in, Annex I nay be changed by 

written agreement of the authorased representatives of the 

in Section 8.2s without formal amendment of thisParties named 

Agreement. 

Article 3. Efinrcing 

3.1. 2h• Grant. To assist the Grantee to metSUCTION 

the costs of carrying out the Project$ A.I.D., pursuant to the 

Foreign Assistance Act of 1961, as eamended, agrees to grant the 

of the Arreement not to exceed Six HundredGrantee under the terms 

Thousand United States Dollars ($600,000) ("Graut"). 

The Grant may be used to finance foreign exchange costs, 

in Section 6.1 of goods and serices required foras defined 


the Project.
 

SICTIOH 3.2. Grauntee Resources for the Froject
 

(a) The Grantee agrees to provide or cause to be provided
 

for the Project all funds, in addition to the Grant, and all 

to carry out the Project effectively andother resources required 


in a timely manner.
 

(b) The resources provided by Grantee for the Project 

will be not less than the equivalent of Two Hundred Fifty Thousand 

on anUnited States Dollars ($250,000). Including costs borne 


"in-kind" basis.
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SECTION 3.3, ProLect Assistance Comoletion Dace 

() The "Project Atastance Completion Date" (A.ACD), which 

iLe December 31, 1980, or such other date as the Parties may agree 

to In writing, is the date by which the parties mitually consider that all 

services financed under this Grant will have been performed. 

(b) Except as A..D. my otherwise agree in writing, A..). 

will not Issue or approve documentation which would authorise 

disbursement of the Grant for services perfo:ued subsequent to 

the PACD. 

(c) Requests for disbursesnot, accompanied by necessary
 

supporting documentation prescribed in Iroject Impleaentation 

Letters are to be received by A.I.D. or any bank described In 

Section 7.1 no later than nine (9)swaths following the PACD, or 

such other period, as A.I.D. agrees to inwriting. A.I.D., giving 

notice in writing to the Grantee, way at any time or times reduce 

the anount of the Grant by all or any part thereof for which 

requests for disbursement, accompanied by necessary supporting 

documentation prescribed in Project Impleentation Letters were 

not received before the expiration of sald period. 

Article 4. Conditions Precedent to Disbursement 

SECTION 4.1. First Disbursemnt. Prior to the first 

disbursement under the Grant, or to the Issuance by A.I.D. of 

documentation pursuant to which disbursement will be erde, the 
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.GranteeoVill, except as the Parties my othervise agree In 

to A.L.D. ft form and substance satisfactorywitingS, furnish 

to A.. ., 0 statement of the im of the person holding or 

acting in the office of the Grantee specified La Section 6.2 

ad of any additional representatives, together with a speclmn 

alpeture of each person specified in such statement. 

has detazulnad8ECTION 4.2. Notification. ben AoIoD. 

that the condition precedent specified in Section 4.1 has been 

0mt# it will promptly notify the Grantee. 

TerMina Dates for Conditions Precedent:SCTION 4.3. 

If the condition specified in Section 4.1 liae not been net 

within 90 days from the data of this Agreement, or soch later 

date as A.I.D. my agree to in writing, A.I.D., at its option, 

my terminate this Agreement by written notice to Grantee. 

Article 5. secial Cavenants 

8UCTION 5.1. Project Evaluation. The Parties agree that 

at the end of the first six months, and following completion of 

Implemntation of the Project, Qnd evaluation viii be conducted 

of the Project which shall include: 

(a) 	 evaluation of the progress ade toward the attainmnt 

of the Project objectives; 



(b) the identification and evaluation of problem areas 

or constraints which may inhibit such attaient; 

() an assessmnt of how such Information may be usod 

to help overcome such problems; and 

(d) a summry of the prelUminary conclusionsracheod. 

Artiole 6. Procurement Source 

01CTION 6.1, Foreign xcebans Costs. Disbursemenca 

pursuant to Section 7.1 will be used exclusively to finance the 

costs of goods and services required for the Project having their 

source and origis in the United States ("Foreign Exchange Costs"), 

except a A.I.D. may othervis agree in writing, and oxcept as 

provided tu the Project Grant Standard Provisions Annex, Section 

C.l(b) with respect to marine insurance. 

Article 7. Disbursegents
 

SECTION 7.1. Disbursement for Foreign Exchsnge-Costs 

(e) After setisfaction of the conditions precedent, the 

Grantee may obtain disbursement of funds under the Grant for the 

Foreign Exchange Costa of Goods or services required for the Project 

in accordance with tit terms of this Agreement, by such of the 

following methods as may be mutuelly agreed upon: 

1. by submitting to A.I.D. with necessary supporting 

documentation as presented In Project Implementation 
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Letters, (A) roquesto for reabursent for such goods 

or tervicea, o (3) requests for A.I.D. to procure 

coamodities or services on Gruatees behalf otr the Project; 

2. by requesting A,.I.D, to issue Letters of Coinmitmnt 

for specified amounts (A) to am or more U.S. ba ks, 

satisfectory to A.rD., committing A.I.D. to reimburse 

such bank or banks for payments made by them to 

to contractors or suppliers, under Letters of Credit 

or othervise, for such goods or services, or (B)direct

ly to one or more contractors or suppliurs, committing 

A.I.D. to pay such contractors or suppliers for such 

goods or services. 

(b) tanking charges Incurred by Grantee in conaection with 

Letters of Comituiant and Letters of Credit ud4l be fizaned under 

the Grant unless Grantee instructs A.I.D. to the contrary,. Such 

other charges as the Parties vay agree to may also be financed 

under the Grant.
 

SECTION 7.2. Otgr Forms of tsbureement. Disbursement 

of the Grant may also be made through such other means as the 

Parties way agree in writing. 

SECTION 7.3. Rate ofRxchM. If funds provided under 

the Grant are introduced Into Indonesia by A.I.D. or any public or 

private agency for purposes of carrying out obligations of A.O.D., 

hereunder, the Grantee will wake such arrangements as way be uecesary 

so that such funds may be converted into currency ti Indonesia at the 

highest rate of exchange which, at the time the conversion is msde, is 

not unlawful in Indonesia. 



Article 8. Miscellaneous 

SECTION 8.1. ConnunicrationS. Any notice, request, do rUment, 

or other communication submitted by either Party to the other under 

this Agreement vllt be in writing or by telegram or c. t, and will 

be demed duly given or sent when delivered to such party -,tlw 

following addressee: 

To the Grantee: 	 Director General of Power 
Department of Nines and Energy 
Jalarta, Indonesia 

To ..b 	 Director 
United States Agency for International Development 
Jakarta, Indonesia 

All such communications vI1 be inEnglish, unless the Parties 

otherwise saree inwriting. Other addresses may be substituted 

for the above upon giving of notice. 

SECTION 8.2. Representatives, For all purposes relevant to 

this Agreement, the Grantee will be represented by the Individual 

holding or acting in the office of the Director General 

of Power, Hiniotry of Mines and Energy, and A.I.D., 

will be represented by the individual holding or acting in the 

Office of Mission Directors UAID Mission to Indonesia. each of whom, 

by written notice, may desiguste additional represuntatives for all 

purposes ocher tian exrcloing cio power under Section 2.1 to 

revise elements of the Project Description in Annex 1. The names 

of the representatives of the Grantee with specimen signatures, viii 



may accept as duly authorized amybe provided to A.I.D., *Ih 

instrumnts signed by:such repregentatives in igplesittiation of 

this Agreemut, until receipt of written notice of revocation
 

of this authority.
 

SE1ION 8.3. filtdrd Proisiong Ane:. A "Project Grant 

standard Provisions AMuex" (Annsz 2) to attchoi to and forms 

part of this Agreement. 

IN IT ESS WH IROF, the grantee ana the United States of 

hAricap each acting through its duly authorized representative(s), 

to be signed in their name and deliveredhave caused this Agreement 

as of the day and year first above written.
 

UIZD STATES OF AARICAIIPU o INDOSIA 
Y ..
C.BY: i 

Thoas C. NiblockDrv. Soo r Sigit DirectorSecreter Onra 
USAID/indonelssMinistry of Mines and Energy 



Annex 

ENLGY PVNNIf VCR DKWLM 

The achievement of an adequate rate of economic growth in Indonesia
 

requires the use of increasing amounts vf anergy. In particular. 
higher productivity and incomes for peGple in the rural areas, where 
approximately 80% of Itdonesia's 136 million people live, depends 
critically on the expanded availability of both renewable and non

renewable energy supplies. Yet Indonesia is rapidly depleting its
 

oil and firewood resources to meet the growing demanud of population
 

growth and agricultural and industrial development. ibis process may 

limit Indonesia's future foreign exchange revenues for development 

as veil as pose serious environmental problems from deorestation. 

Repelita III (Five Year Development Plan III) projects a doubling 

of commrcial energy consumption by the end of tie plan period. 
To meet this anticipated demand while ensuring a continuous contri

bution of energy exports to the balance of payments and public revenues, 
the Plan calls for (1)accelerated exploration of conventional energy 

sources, especially oil and gas; (2) enhanced conorvation of oil 
shift in the present pattern of consumption to a more
resources and a 

balanced one; and (3) intensified research, development, and utilization 
of renewable and non-conventional energy technologiea. 

The planning and implementation of programs to further the above ob

jectives necessitate a detailed understanding of the energy implications 
of developient trends and programs as well as the social, economic, 
and e1W 'oaentel consequences of dnoergy pricing, technology and 
resource development options. The purpose of this activity i to 
contribute to this understanding and to enhance the capabilities of 
Indonesian planners to analyze the role of enerly in developmentg And 
to chart a well-reasoned national energy program. 

It. cope of Work
 

The total activity as presently contemplated consists of two phaseb. 
Current funding covers only Phase One activities, to be completed over 
a 12 month period. At the end of Phase One, the two govarnmants will 
agree on how to proceed with Phase II. Current plans are to incorporate 
Phase I activities into an energy cooperation project expected to be 
developed as a result of Phase I activities. 
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A. 	 Analysis of current and projected uses of and need for both 
commercial and non-conercial energy in relatio- to tlhe P-iionalt 
social and economic developmnent programs and to various ;,, 'o
economic assumptions. This projection will also be base:, on the 
availability of alternative energy resources and their reasonable 
exploitation in the coming years. 

B. 	 Assessment of technologies currently or potentilVly available 

for exploitation of the available energy resourcen, Including their 
capital, material and human resources requirements. 

Pase II 

C. 	 An examination of alternative ways of matching supply/need and 
projected demand and an analysis of the consequences of these 
alternatives in terms of economic, social and ot:.,,,. costs in 
relationship to national, social and economic deve.:i..iment program 
and 	the various directions such programs could take.
 

D. 	 The roxamination and formulation of alternative financing schemes 
for the exploration, exploitation and development of indigenoits 
energy resources acceptable for consideration by international
 
institutions. 

This activity is predicated on a free exchange of information between
 
the 	 two povernments on energy supply and productivity, methods of 
analysing such data, state of the art of technologies for Identification, 
extraction, tranuportation, conversion and use of energy rejources, and the 
planning and systems analysis techniques that may be applied. 

11. 	 Main Subactivties of Miase I 

Subactivity #1: Demand nal sus and T chnology Assessment 

ITe 	Director General of rower will conduct and commission studies on 
the curreut a'd projected tases of and need for both commercial and 
non-coNercial energy in relation to national social and economic 
programs and to various macro-economic assumptions. 

The 	 first step will involve a review of existing data and studies on 
household, agriculcur'al, transportation, and industrial sector consump
tion and an identification of the key economic sectors and subsectors in 
Repelita 11. Energy use in a number of subsectors vi. be investigated. 



.3
 

Prim areas of emphasis will be the export crop sector, tIrigatLon, 
agricultural processing industries, industries that are labor 
Intensive ard fulfill basic human needs (e.g. textiles, low-coat 
building materials, pharmaceuticels) and non-agricultural subsectora 
in rural areas (e.g. light manufacturing, construction, transpatation, 
and services). The Directorate will analyze or contract studies with 
individuals or institutions on the energy use in each subsector. The
 
studies will focus on the following questions:
 

M- How much energy is used? 
-- In what form is it used? 
-- When is it used? 
-- by whom is it used? 

What degree of dependability is required? 
-- What is the efficiency of the conversion/end-use? 
-- What is the energy cost component of the overall process? 
-- What is the primary source of energy? 

An estimate of future growth in these subsectors will be made and a pro
jection of future energy needs calculated. These estimated and projec
tions will finally be incorporated into an overall demand analysis using 
several alternative macroeconomic models. 

Important energy/development issues related to dearud will also be 
examined -- for example, 

1. 	the impact of increasing domestic petroleum prices on thd level 

and 	pattern of energy consumption;
 

2. 	the implications of urbanisation patterns for ener1y demands;
 

3. 	the relationship between electrification and rural Iaicom and
 
productivityl
 

4. 	 the environmental consequences of increasing firewood use. 

Based on the demand and issues analysis, the Directorate GenerAl vwLl 
perform or contract for several studies to assess technologies currently or
 
potentially available for exploiting indigenous energy resources#
 
including their capital, material a. huminresource requirements.
 
Existing energy resource data will be reviewed to the extent required
 
In analysing future energy needs and assessing alternative energy techno
logies.
 

The technology assessments will be performed with respect to specific
 
rural and induutrial/comnercial applications e.g. irrigation pumping,
 
hot water for hotels, and industrial process heat. Individual technologies,
 



especially geothermal, solar, biomass, wind, hydro, and coal will be
examined usng mch criteria as costs, benefits, system efficiency, energy
delivered, system characteristics., social compatibility, environmntal 
constraints. One or more analyses vill examine the potential for widespread
substitution and introduction of promising alternatives between noV and 2,000. 

In sum, this subactivity will produce two major reports: one on current 
and projected energy demand and one on uses, Impacts and potential of 
lndtvidual technologies for meeting specific energy needs. 

One long-term and six short-term foreign consultants will be provided under
 
the grant to help in the demand analysis and technology asses9MnLs.
 

The long-term consultant should be en energy planning specialist familiar 
vith econometric and energy forecasting models. This person will be
assigned to Jaktrta for one year, with a likely extension for another year
if Phase 11 of the activity ispursued. This consultant will coordinate
the provision of short-term consultants for subactivitles one and two$
Vill assist the Mission in overall project management, and contribute to 
the substantive analyses. 

The six short-term consultants will travel to Jakarta for approximately
two mont.hs each. They should have the following expertise: 

1. Rural Energy Specialist 
2. Urbhan/Regional Energy Planner 
3. Coal Technology Specialist
4. 'Uydro/GeothermalSpecialist 
oBiomss ConveraLon Specialist 

6. Solar/Wind Enorgy SpLciallst 

Subactivity #2: pilot Surveys of Firewood/Kerosene Use 

This subactivity will develop and test an approach to surveying firewood 
and kerosene use and the relationship between them. No reliable surveys

of firewood and kerosene use in Indonesia currently exist. Improved
informatf n is vital since non-comercfAl energy may account for as much 
as 52. of .otal energy consumption in Indonesia. Resources do not permit 
a comprehenbLve survey of Indonesia as part of this project, but pilotsurveyA can provide Indonesian institutions with experience that can then
be used for an expanded analysis. 

The Institute of Agriculture at Bogor (IPB) and the lenest Product 
Research Institute (LFHH) have conducted limited studies of the problem 
on Java. No studies have been done outside Java, although the AEID Mission 
in Indonesia is beginning some work in Lombok. The activity will develop 



a cooperative effort among these and other institutions in Java and 
outside Java. A survey design will be developed that will be tested 
by a number of institutions. The curveys will develop tnfo wation on 
cousuwption of firewood and kerosene in selected villages and towns as
 
well as on variations tn energy use between villages in different re-gions
 
and in different settings (e.g. close to the forests, agricultural areas,
 
fishing villages). IPB appears to be the best institution for coordinating
 
this effort and serving as the central link to the Ministry.
 

The Directorate General has funds for the pilot ourveys and prc:nt p1=n3 ave 
to provide the equivalent of about $10-20,000 to each of 6e-ren institutions: 
IPB, LPIilI, Gadjah Mada University, Institute of Technology at Surabaya, 
Hlassnuddin University, North Sumatra University, and ITC . This activity 
will fit in well vith plans of Lhe UNDP and World Bank to establish 
environmental centers at Hlasanuddin University and North Sumatra University. 

A fc!eign consultant will be provided for two one-month 6.s.Lgnments to 
apsist in the design of the survey approach ard in the analysis of the data. 

Subactivity #3t Short-Terit Trafnin 

This activity will strengthen the energy planning skil).s of the staif 
in the Office of the Director General of Power or oths 
relevant offices or sgencies, and serve to improve the arK.. Ls in sub
activity 01. It is important to develop and Indonesian capability to
 
carry out similar analyses in the future without relying on foreign cin
sultants. The grant will provide for 30 person months of education and 
internships for IndoneeJans at U.S. inatitutions and laboratories (e.g. 
Brookhaven National Laboratory or Solar Energy Research Ins; '.,be). 

It will support Dlrectorste Goneril staff travel to overseas .viinarss 
conferences. technology demonstration projects and energy planning institutions 
that are directly relevant to tho analyses and assessmeits in subactivLties 
I and #2.
 

Since the format and analytical approaches used to collect and analyze 
energy data are so important to tho policy conclusions roached, and In
country workshop will be held on energy balances and tho role and methods 
of energy forecasting. A limited number of foreign experts will be
 
brought in for this workshop. 

AID will work with DOE in developing the plans for the training and 
workshop. 
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Subactivity 04: Design and Development of an Enera Information System 

As surveys and analyses- such as those supported by this n-oject 
develop information on the energy system in Indonesia, it important
 
that these data are organized and stored in a format that it; '.1Lor
 
policy planning and is readily accessible. The Director General of
 
Power has been assigned this central energy Information function and 
a computer-baued system is planned. A variety of approachv. to constructing 
energy balances and storing energy flow data, e.g. the Brookhaven 
Reference Energy System, are available. This subactivity provides for 

4.". Vgn consultant to assist in assesslbg alternative designs tor the 
Information system and in getting the system selected started. 
(Included is also a provision for Indonesian staff travel to U.S. energy 
information c~naters). A PASA will be negotUted with DOE .or the 
provision of an energy date/computer information sydiems t.:..-rt for 
a period of four mounths to assist in the design of the energy Lnforma ion 
system, 

IV. gmnlementation Plan 

A. GOI-nsgement and Coordination: The Ministry of Mines and Energy,
 
specifically the Director General of Powers will b0 responsible for
 
managing the assessment. The Technical Committee on Energy Resources
 
will serve to coordinate the participation of other GOI Ministries in
 
the assessment. The current members of the Technical Comittee are
 
listed in Attachment A to this Annex 1.
 

B. Coordinatin Tnstituttonas AID will contract with a non-Sovernmental 
Institution that will be responsible for implementing AID assistance for 
subactivities #I and #2, ihe institution will arrange for the Utsmultants 
In these stibsctivitLls. AID/J. USAWD/Indonesia and the Director General 
of Power will approva all consultants. 

C. Rartic paihA IndoneisnInstitutions: A number of Indonesian 
institutions will be Involved in the assessment. The following ineti
tutions will provide infoimation and conduct analysis as part of sub
activity #1: Iertamina, PLN (State Electric Company), ITB (Inotitute of 
Technology at Bandung), IPB (Institute of Agriculture at Bogor), and 
Gadjah Mad* University. The pilot surveys in subactivity #2 will be 
implemented by the Institute of Agriculture at Bogor, Surf.aya Institute 
of Technology, North Sumatra University, Hasanuddin Univ@ority, the Forest 
Product Research Institute, Gadjah Made University. and the Institute
 
of Technology at Bandung (ITB).
 



D. USAID and other USC: A USAID project committee hai been appointed
to monitor the assessment. 
In addition, ASIA/T& in AID/Wshngtout D.C. 
vii1 chair a subgroup that will serve to provide information to the other
 
agencies on the progress of the assessment and to discuss support

requirements. 
ASIA/TR will be actively involved in the analyses and
 
subsequent project development (due to the workload of the USAID Misplan

officers and the origins of the activity as a Washington, interagency

initiative resulting from Vice President Mondale's visit to the region),
 
. g~ r 4 bo the &SIA Bureau and to the USAID/Indonesia Science and

"NOiuology Adv!sor, who will act as the overall field project manager,.

This role will require at least two TDI trips by ASIA/TIL staff during

the year, or possible econdment of personnel.
 

Arrangements for training of Ministry staff under subactivity 93 will be
handled by the Mieion and the AID/W Training Office. 

A PASA/RSSA will be completed with DOE for the provision of an energy

Information system specialist under subactivity #4 and for DOE services in
arranging for an in-country workshop on energy data and forecasting. 

E. Procurement: Contracts for technical aosintalnce are expected to be
signed directly by AID, on behalf of and with the concurrence of the GOI. 
Contractual agreements with cooperating Indonesian Institutions such as

the Hasenuddin University and the Institute of Technology at Bandung, 
are to be arranged end signed by the Government of Indonesia, with USAID 
concurrence.
 

F. Schedule:
 

-- Grant Authorized by AID/V August 1979 

-- Agreement signed with Indonesia August 1979 

-- Selection of Coordinating Institutions 
Begins October 1979 

am PA$A Negotiated with DOE October. 1979 

on Initial Conditions Het October 1979 

-- Coordinating Contract Signed December 1979 

-- Long-Term Consultant on Board January 1980
 

a- Assessment Begins January 1980 

am Phase I Ends Dceber 1980 
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C 'Evalua.ton and Publication of Reports: +Since energy assassmnts 
are a new area for AID, it is important that careful evaluations e'. the 
project are made, both as to the process and as to the substantive con
clusions of the analyses. The Director General of Power with asistance 
from the long-term consultant, will be responsible for preparing a brief 
evaluation of the project at the end of six months and a full summary
 
report at the completion of the first Phase. In addition, a Joint 
GOI-AID evaluation of Phase One will be made as a basis for discuwiing 
Phase I activities.
 

Studies prepared as part of Subactivity #1 and #2 and procuedings of 
workshops in Subact£ivity #3 will be printed in Indonesian and English 
and released to the public as uutually agreed. 
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Fianial Plan (8stmltea 

Subectivity: 

AID 

ILong Term Advisor (12 pm*)
7 Short Term Advisors (14 pa) 
Travel (9RT) and Tranap.
PAA: 4 pm and other costs 

Training (30 pe, short term) 

Workshops 

Equipment and Materials 

Subtotals AD 

Other costs (Reports, Ivalu

ations.Local Suppie, et). 

Contingency 

Total ArD 

100 
100 
24 
-

. 

-

10 

304 

2 

17 
6 
-

S 

34 

3 

* 

-

* 

7 

S 

-

125 

-

60 

-

3 

2S 

100 
117 
30' 
60:, 

75 

50 

421 ' 

526 

30 

117 

Cox: 
Participant Local Travel/

Local Support Costs 

Contract Studies 

Other 

Subtot @GO! 

6 

96 

-

102, 

6 

112 

-

118 

... 

* 

10 

10 

20 

-

o 

12 

228 

10 

• 

grand Totall&0 

*Pereon/wiutbs 
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Attachment A to Annex I, 

MEMBERS OF TECHNICAL COMMITTEE OF ENERGY RESOURCES 

t. 	1r. Wijarso 

PlPof.Dr, Sumaun Samadikun 

3. 	Prof.Dr. A. Ariumunandar 

4. 	 Zr. Szjanadi. 

5. 	Ir.- MardJono Notodihardjo 


6. 	Ir. Ch. Situorang 


7. 	Ir. Soembarjono 


8. 	 Dr.. John Situmeang 

9. Z. ilartanto 

10, Brig. Cen Otty Soekotjo 

Ito 	,r. Suvarto 

Director General of Oil and Gas,
 
Ministry of Hines and Energy, as Chairmal'
 

Director General of ..wer 
Ministry of Mines and Energy, as \%Wa CbhIrman 

Directorate General of Power 
Ministry of Mines and Ettergy, as Seccetasry 

Research Center for Electric Poes (PIA),
 
as Vice Secretary,
 

Directorate General of Water Resources DevelopMnc
 

Ministry of Public Works
 

Ministry of Hines and Energy
 

Directorate General of Oil and Casj, 
Ministry of Hines a1d Energy 

Ministry of Public Works
 

Director General for Basic Chemical Liduscried,
 
Ministry of Industry
 

Research and Development Centers
 

Ministry of Defence 

R&D Inst.2 Ministry of Commuunications 

12. Ir,.K Soenaryn Iardjodarsono, M.Sc., Forest Product Research Institute,
 

13. 	 Drs. Soegeng Soearto 


14. 	 Prof. H.T. Zon 


15., ir.Ir, Herman Hlseruman 

16i lDiI Sudarsono, M.Sc. 

17. 	 Dr. Fred Kehuwat 

18. 	 Ir. Sugeng Sundja$WadL 


Ministry of Agriculture
 

irectorate General of Rural Development,
 
Ministry of Internal Affairs
 

Assistant to the Minister of State for
 

Research and Technology
 

Ministry of State for Supervision of Developmunt
 

National Atomic Energy Agency (DATAN)
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ProJect Grant Standard
 
ProvisionsAne 

Definitions: As used inthis Annex, the "Agre~Ltent' refers to the.
 
'3ecr"rint Agreement to .;itch this Annex isattached and of which
 

t isAnnex forms a part. Terns used in this Annex have the same
 
meaning or reference as in the Agreement.
 

ArtIcl'p A: Prn ect lementation Letters 

To assist Grantee in the implementation of the Project, A.I.D., from 
time to time. will issue Project Implementation Letters that will 
furnish acditional Information about matters stated inthis Agreement. 
The parties may also use jointly agreed-upon Project Implementation 
Letters to confirm and record their mutual understanding on aspects 
of the Implemetatioit of this Agreement. Project Implementation 
Letters will not be used to amend fhe text of the Agreement, but can 
be used to record revisions or exceptions which are permitted by the 
Aqreement, Including the revision of elements of the amplified 
description of the Project in Annex 1. 

Article B: GP.Ieral Covenants 

SECTIOf R.1. Consultation. The Parties will cooperate to assure 
that the pIrpo-e of' Aiir-eent will be accomplIshed. To this end, 
the Parties, at the request of either, will exchange views on the 
progress of the Project, the performance of obligations under this 
Agreement, the perfoynance of any consultdnts, contractors, or 
suppliers engaijed on the Project. and other matters relating to the 
Project. 

SECTION 0.2. Execution of ProeLct. The Grantee will: 

(a) carry out the Project or cauqe itto be carried out with 
doe diligenco and efficiency, inconformity with sound technical, 
financial, and mariment practices, and in conformity with thmse 
documents, plans, specifications, contracts, schedules or other 
arrangements, and with any modifications therein, approved by A.I.D. 
pursuant to this Agreement; and 

(b) provide qualified and experienced m.lnagemnent for, and 
train Such staff as may be dpropriate for the maintenance and 
operation of the Project, and, as applicable for continuing 
activities, cause the Project to be operated and maintained Insuch 
manner as to assure the continuing and successful dchievement of 
the purp)oses of the Project. 



General Covenants (Cuntinued)
Article B: 


SECTIOII 8.3. Utilization of Goods and Services. 

(a) Any resources financed under the Grant will, unless other
wise agreed Inwriting by A.I.D., be devoted to the Project until
 

the completion of the Project, and thereafter will be used so as to
 

further the objectives sought incarryinJ out the Project.
 

(b) Goods or services financed under the Grant. except as
 
A.I.D. may otherwise aqree inwriting, will not be used to promote 
or assist a foreiqn aid project or activity associated with or
 
financed by a country not included inCode 935 of the A.1.D. Geo

[See 1ib 18.]graphic Code Book as Ineffect at the time of sucl' use. 


SECTION 0.4. Taxation. 

(a) This Agreement and the Grant will be free from any taxation
 
or fees Imposed under laws ineffect in the territory of the Grantee.
 

(b) To the extent that (1)any contractor, Including any con-

Sulting firm, any personnel of such contrdctor financed under the
 
Grant, .,d any property or transaction relating to such contracts 
and (2) any cotmiodity procure,,nt transaction financed under the 
Grant. are not exe.tpL from identifiable taxes, tariffs, duties 
or other levies imposed under laws in effect In the territory of 
the Grantee, the Grantee will, as and to the extent provided Inand
 
pursuant to Project Implenentation Letters, pay or reimburse the 

with funds other than those provided under.the Grant.same 

SECTION 0.5. Rejports.,jec,oeds. Inspections, Audit. 

The Grantee will:
 

(a) furnish A.I.D. such information and reports relating to
 
the Project and to this Agreement as A.I.D. may reasonably request;
 

(b) maintain or cause to be maintained, Inaccordance with
 
generally accepted accounting principles and practices consistently
 
applied, books and records relating to the Project and to this
 
Agreement, adequate to st' w. without limitation, the receipt and
 
use of goods mid s- vices acquired under the Grant. Such books 
and records will bu audited regularly, in accordance with generally 
accepted auditing standards, and maintained for three years after
 
the date of last disbursement by A.I.D.; such books and records will
 
also be adequate to show the nature and extent of solicitations of
 
prospective suppi s of goods and services acquired. the basis of
 
award of contractv. nd orders, and the overall pre-gress of the
 
Project toward completi'.; and
 



Article 8: Gene.ralCovenants (Continued) 

(c) afford authorized representatives of a.Pa ty the opportunityat all reasonable times to Inspect the Project, the utilization orgoods and services financed by such Party, and books, records, and
other documents relating to the Project and the Grant. 

SECTION 8.6. Comjpjeteness uf Information. The Grant@ea confems: 
(a) that the facts and circumstances of which it has infonned
A.I.D., or cause A.I.D. to he informed, in the cou,,e of reachihg
agreement with A.I.D. on th. Grant, are accurate and Lumplete, andinclude all facts and circumstances that might materially affect
the Project anti the discharge of responsibilities under this


Agreenent;
 

(h) that It will Infom A.ID. in timely fashion of any subsequent tdcts and clrcimistances that might materially affect, or
tlt it is reasonable to believe ifight so affect, the Project or
the discharge ol "responsibilities under this Agreelent.
 

SECTION R.7. Other Pl.syments. Grantee affins that .o payments
have been or will be'rece-ivZd by any official of the Gr,,ttee In
connection with the procurement of goods or services financed under

the Grant, except6 fees, taxes, or similar payments legally established
 
I.ithe country of the Grantee.
 

SECTION 8.. Information and Markin9 . The Grantee will give
appropr,,e publicity t 'e Grant anil the Project as a program towhich the United States has contributed, identify the Project sites
and inark gouds financed by A.I.D.. as described InProject Imple
to.atdtion Letters.
 

ArtIcle C: 'roctorenent Provisions
 

SECTION CI. §j.cial Rules. 
(a) The source and orilin of ocean and air shipping will be
domnd to be the ocea, vess 'sor aircraft's country of registry


at the tim. of shlNlient. 

*t) Premitms for marine Insurance placed in the territory of
ite 
'I'Antee will lie deeuud an eligible Foreign Exchange Cost, ifothes .se eligible under Section C.7(a). 

(c) Any motor vehicles financed under the Grant will be of
United States mnufarture. except as A.I.D. may otherwise agree
inwriting. 

*~ a,. 



Article C: Procurement Proyvisions (Continued) 

(d) Transportation by air, financed under the Grant, W property
 

or persons, will be on carriers holding United States certification, 

to the extent service by such carriers isavailable. Details on this 
ina Project Implementation Letter.requireinent will be described 

SECTION C.2. Eltibility Date. No goods o> services may be
 
arantewh
re procured pursuant to orders or
financed under the 


contracts firmly placed or entered Into prior to ,iie date of this
 
..; the Parties may otherwise 0gree inwriting.
Agreement, except. 


SECTION C.3. Plans, S ecificationsand Contracts. Inorder 

for there to be tua agreement on the Flowing matters, and except 

as the Parties may otherwise agree inwriting: 

(a) The Grantee will furnich to A.I.D. upon preparation.
 

(1) any plans, specifications, procurement or construction
 
schedules, contracts, or other documentation relating to goods or
 

services to be financed under the Grant. including documentation
 
relating to the prequalificatlon and selection of contractors and to
 

Material modifications in
the solicitation of bids and proposals. 

on preparation;such docummitation will likewise by fuirnished A.I.D. 

(2) such doctmientation will diso be furnished to A.I.D.,
 

upon preparatioit, relating to any goods'or services, which, though
 

not financed under the Grant, are deemed by A.I.D. to lie of major
 
Aspects of tht. Project involving matters
importance to the Project. 


under this subsection (a)(2) will be identified inProject Imple
mentation Letters*
 

(1) Documents related to the prequalificatlon of contractors,
 
and to the solicitation of bids or proposals for goods and services
 

Inwriting prior
financed under the Grant will be approved by A.I.IJ. 

to their Issuance, and their terms will include United States
 
standards and ux-vurements; 

(c) Contracts and contractors financed under the Grant for
 

engineering and other professional services, for construction serv

ices, and for such other services, equipitent or materials as may be 
specitled in Project Implementation Letters, will be approved by 
A.I.D. in writing prior to ,'xecution of the contract. Material
 

modifications in such contracts will also be approved in writiotjj
 
by A.I.D. prior to egecution; and
 



Article C: Procurement Provisions (Luntinued)
 

(d) Consulting firms used by the Grantee for the Project bet
not financed under the Grant, the scope of the*r services and s'ch
of their personnel assigned to the Project as A.I.D. may specify,
and constructiht, contractors used by the Grantee for the Project but
not financed under the Grant,oshall be acceptable to A.I.D.
 

SECTION C.4. Reasonable Price. No more than.reasonable prices
will be paid for any goods or services financed, inwhole or Inpart.
under tho Grant. Such Items will be procured on a fair and, to. ti

iaximum extent practicable, on a competitive basis.
 

SECTION C.5. Notification to Potential Suppliers. 
 To permit

all United States f'|is to have the opportuntty to participate in
furnishing goods and services to be financed under the Grant, the
Grantee will furnish A.I.D. such information with regard thereto,
and at such times, as A.I.D. may request inProject Implementation

Letters.
 

SECTION C.6. A1I23!!. 
(a) Goods which are to be transportpI to the territory of the
Grantee may not be financed under the tiiuot iftransported either:
(I)on an ocean vessel or aircraft under the flag of a country which
isnot included inA.I.D. Geographic Code 935 as Ineffect at the
time of slill ment, or (2)on dn ocean vessel which A.I.D.,'by written
notice to the Grantee has designated as ineligible; or (3)under an
 ocean or air chdrter which has not received prior AI.D. approval.
 

(b) Costs of ocean or air transportation (of goods or persons)

and related delivery services may not be financed under the Grant,
Ifsuch goods or persons are carried: (1)on an ocedn vessel under
the flag of a 
country nut, at the time of shipiient, identified

tinder the paragraph of the Agreement entitled "ProcurEnent Source:
roretgn Exchange Costs," without prior written A.I.D. approval; or
(2)on an ocean vessel which A.ID., by written notice to the
Grantee, has designated as ineligible; or (3)under an ocean vessel
 or air charter which has not received prior A.I.D. approval.
 

c) Unless A.I.D. determines that privately owned United

States-flag coninercial ocean vessels are not available at fair and
reasonable rates for such vessels. (1)at least fifty percent (50%)
of the gross tonnage of all goods (computed separately for dry bulk
carriers, dry cargo liners and tankers) financed by A.I.D. which
 may be transported on ocean vessels will be transported on
privately owned United States-flag conmnercial vessels, and (2)at
least fifty percent (50%) of the gro-s freight revenue generated by
 



Article C: Procurement Provisions (Cotitnued)
 

all shipments financed by A...D. and transit.'teJ to the territory of 
the Urantee on dry cargo liners sti|l be p.tid to or fur tht. benefit 
of privately owned United States-flag co iunrcial vessels. .oeupllance
with the requirements of (1) and (2) of this subsection must be 
achieved with respect to both any cargo transpnrted frwon U.S. ports
and any cargo transported from non-U.S. purts, computed separately. 

SECTION. C.7. Insurance.
 

(a) Marine insurance on goods t iince,&by A.1.0. which are to
be transpu, Led to the territory of the Grantee mlay be financed as 
a Foreign Exchange Cost under this Agreement provided (1) such 
insuranco isplaced at the lowest available competitive rate, and 
(2)claims thereunder are payable Inthe currency inwhich such 
goods were financed or inany freely convertible currency. Ifthe 
Grantee (or government of Grantee), by statute, decree, rule,
regulation, or practice discriminates with respect to A.I.D.
financed procurement against any marine issurance c(fii!uiny authorized 
to do bysiness inany State of the UniteI States, tho. all goods
shipped to the territory of the Grantee fe i.nced ty A.F.D. hereunder
will be Insured against marine risks and su~lt hnuratice will be 
placed inthe United States with a company or cumipanies authorized 
to do a marine insurance business in a StaLe of the Uifted States.
 

(b) Except as A.I.D. may otherwise daree ini writing, the 
Grantee will insure, or cause to be insured, goods fI.,ancld under 
the Grant in!ported for the Project agq inst rfiks incident to their
transit to the point of their use in the Project; such insurance 
will be Issued on terms anI conditions cun-tistent witlt sound con
inercial practice and will isure the full value of the gouds. Auy
indemnification received by the Granteu under such insurance will
 
be used to replace or repair any material daiage or any loss of the
 
goods insured or will be used to reimburse tne Grentue for the 
replacement nr -repair of such goods. Any such reildcueiunts will bu 
of source and origin of countries listed inA.I.D. Gcographic Code
 
935 as ineffect at the time of replacet.itt, and, except as the 
Parties may agree inwriting, will be otherwise subject to time
 
provisions of the Agreement.
 

SECTION C.8. U.S. Government-Owned Excess Prooerty. The Grante. 
agrees thdL wherever pract.-.c bl1e,U-ntie-eSt-.ites Gve wi'rit-owned 
excess personal property, In lieu of new itums finaniced under the
Grant, should be utilized. Funds under the Grant inay be used to 
finance the costs of obtaining such property for the Project. 



Article 0: Temiration; Remedtes. 

this Aijrpu-SECTION 0.1. Temination. Either Pd'ty may Ltsnilawtii 
ment by giving thebolW-Party 30 day!- written tuticv., lunitiitiu, Of 
this Agreenent will terminate any obligations of the IarLiuS to provide 

tu this Agreei:itnt.financial or other resources to the Project Iursuant 
couitted to Iiak. pirstidl1 tO iiolCdeflexcept for payment which they are 

to thucellable commitments entered into with third parLio% prior 
te'mination)termination of this Areeinent. In addition, upun such 

A.I.D. may, at A.I.D. s expense, direct titat title to iJuids financed 
if the goods ,-',. 	t'0uit 4 SoIrIC4under the Grant be transferred to A.I.D. 


outside Grantee's country, are in a deliveiable state uid have not Wert
 
offloaded in pores of entry of Grantee's ct.intry.
 

SECTION 0.2. Refunds.
 

(a) In the case 	of any disburseiiw.,t dich Is not stiplortijd by 
(it' which is nutvalid documentation in actord.,nce with this Aqjremieut 

used in accordance with this Atireeiknts or wic:h wi. for gquiDd.made or 
in accordance with this AguremitL't, A.I.D.,. itor services not used 

withstanding the availability or exercise ut tuiy oth:r' ro-dies uider 
this Agreement, may require tha Grantee tU 'ctiiid Li- aw-,,l, of SuLh 

disbursedient in U.S. Dcllais to A.I.O. withlin sixty (WU) di,. ifter 
receipt of a request therofor. 

(b) 	 If the failure of Grantee to comply %.ithany of iW.. oblig-ation.u 
has th.- result thiL iud:, or tcrvices financedunder this Agreetiient 

uider the Grant are not used effectively in accorda'i:u with is Agrue

tent. A.ID. may require tha' Grantee to retund all ou' dny part of the' 
amount of the disbursements under this Aguetmteit for .wiidh fgoods or 
services in U.S. Dollars to A.I.D. within sixLy days ilte" receipt of 

a request therefor, 

or to r.spilre a refund of(c) The right under subsection (o) (b) 
a disbursement will continue, notwithstatidii.) &tyothur provision uf 

for three years from thu dae uf the IaulL disbururnitthis Agreement, 
under this Agrgauient. 

(d) (1) Any refund under subsection (.t) or (b), or (&2)any 
refund to A.I.D. from a contrdctor, supplier, bonk or" other third 

tWe Grdnt,party with espect to goods or services fiodnced undtr 
which refuni relates to an unreasonable lirice lor or srt'umeuus involt~ifeJ 

that did liot cUtwfurm to specificatiunsgof goods or services, or to goods 
or to servites that were inadequate, will (A) be mdi: avallablo ffia*t 

for the cost of goods and services required for the IPruject, to th,' 
extent Justified, and (0) the reiaindei', If ,sy, will be ap3plied t 
reduce the anmoun of the Grant. 

eI
 



Article D: Termination; Ren iees (Continued) 

(e) Any interest or other earnings on Grati funds disbursed by A.I.D. to
 

the Grantee under this Agreewn.nt prior to the authorlzed use of such funds fo 
the Project will be returned to A.I.D. InU.S. Dolldrs by the Grdiitee. 

SECTION D.3. Nonwalver of Remtedies. Ho delay Inexercising djy rtht or 
remtedy accruing to aPrftyin connection with Its ftindM1d19 under this Agreu
ment will be construed as a waiver of such ri.iht or remedy. 

SECTION 0.4. Assi1ment. The Grantee agrees, upon requ..,t, to execute 
an assignment to A.I.. 6f-ny cause of action whtch.wdy accrue to the 
Grantee inconnection with or arising out of the cajntractu&I1 perfornance or 
breach of performance by a party to a direct U.S. Dollar contract with A.1 '. 
financed Inwhole or In part out of funds granted by A.I.D. under this 

http:Agreewn.nt

