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MEMORANDUM FOR THE DEVELOPMENT IOAN COMMITTEE

SUBJECT: Indcnesia - West Java Transmission and Distribution -
Yhase I

Attached for your review are the recommendations for
authorization of a loan in an amount not to exceed $17,200,000 to
the Government of the Republic of Indonesia to assist Perusahaan
Listrik Negara in financing the foreign exchange costs of equip-
ment, materials and services necessary for the construction of
transmission facilities between the cities of Bandung and
Tjirebon, West Java, and Tegal, Central Java, and rehabilitation
and expansion of distribution faciliities in T jirebon.

This loan proposal is scheduled for consideration by
the Development Loan Staff Committee at a meeting on Thursday
June 15, 1972.

Rachel R. Agee
Secretary
Development Loan Committee
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INDON:. .4 - WEST JAVA TRANSMISSION AND DISTRIBUTION -~ PHASE 1

SUMMARY AND RECOMMENDAT IONS
A. BORROWER:
1. The Borrower is thae Governmer.t of Indonesia (GOI).

2. The Beneficiory is Perusahaan Listrik Negara (PLN) a wholly
owned Government utility, responsible for public generation, trensmission
and distribution of electrical power in Indonesia.

B. IOAN:

1. Amount: Not more than U.S. $17.2 million.
2. Terms:

a. U.S. Covernment to GOI: This will be a lO-year loan to the
Government of Indonesia, with interest of 2 percent for the first 10 years
during which no amortization payments will be required: thereafter
3 percent interest for 30 years, during which time the loan will be
fully amortized in level semi-annual installments of principal and
interest, payable in U.S. dollars.

b. GOI to PLN: A condition of the AID loan will require that
second step loan terms from GOI to PLN be agreed to by AID. PLN and the
GOTI by May 22. 1973. Managemcni consultants provided to PILi¥ under an
IDA credit are developing a financial plan for PLN, and the second step
loan terms will be based on this pian. (See Sections II and "V.)

C. TOTAL COST OF THE PROJECT:

The total cost of the project is estimated to be equivalent to U.S.
$23.0 million of which the AID financed foreign exchange costs are U.S.
$17.2 million and local currency costs are the equivalent of U.S. $5.8
million to be provided from the GOI National Development Budget.

D. DESCRIPTION OF THE PROJECT:

The project provides for engineering. design and construction of a
13 KV douwble c¢ircuit transmiscion line on steel Lowers linking the
cities of Bandung. Tjirebon and Tegal, a distance of 136 miles. The
transmission link will include substation terminal facilities at Bandung
and Tegal and a 150/20 KV stepdown rnubstation «t Tjirebon. The Bandung



UNCLASSIFIED

ii

line will connect with =zn existing 150 KV line from the Djatiluhur hydro-
generation svation. The Tegel terminus will interconnect with the
Central Java 150 KV Ketenger line with power from the Semarang Steam
Station. {(Both the Ketenger line and steam station are being constructed
under AID loans.) The project will include distribution rehabilitation
and expansion of distribution facilities at Tjirebon. the main city
between Bondung and Tersrl. and a mejor West Java load center.

ca

&. PURPOSE OF LOAN:

To finance the foreign exchange costs of imported equipment,
engineering and construction sorvices. and technical assistance for the
project described irn D. abovc.

F. BACKGROUND OF ACTIVITY:

This project for West Jave tronsminsionn and distribution is a priority
recommendation of the Chas., T. lain West Java Power System Study f{nanced
by the IBRD. The total Main 3Study recommends over the next five years an
expansion of generation. transmiscion and distribution facilities for
West Java at an estimated total rost of U.S. $315.0 million, including
U.S. $216.G million in for'eign exchange. This project will establish
the first transmicsion link between Central and West Java and provide a
continuous 150 KV link through the easftern region of West Java,
including the major load center: of Djakarta. Bandung and Tjirebon.

The IBRD has already undertakxen U.5. $15.0 million of distribution
rchabilitation at Diakarte with 2 second phase U.S. 540 million
loan being procesced for IDA Board cwnqiderat*on. This project is a
major component in a long range vrogram for West Java and it has been
identified as a Lirhest priorit; by ithe (GOI.

. ALTERNATE FINAKN JING:

This project is recommandad ac part of the U.S. commitment under the
inter-Governmenti Jroup on Indon-oia Other donors are also workings in
the power sector in Indonenin: “?) (in Djokarta): Federal Kepublic of
uermany {(in Central Java): the dovernment of Japan (principally in East
Java):; the ADB (i: Sumatra and Sulawesi): France, The Netherlands, the
United Kingdom and Denmark (ﬂurbﬂv of areas). ExIm Bank is not
interested in Tinancing this project.

I

I

ISSUES: lNone.

I. STATUTORY CRITERIA:

Thi:

%}

Toan moets 21) siatluinry ~riteria. Scee Annexes XIV and XVI.
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J. MISSIOM AND EMBASSY VIEWS:

USATD and the Country Team reccoinmend that the loan be made.
(See Annex XV).

K. RECOMMENDATIONS:

Authorization of a loan to the Government of Indonesia in an amount
not to exceed U.S. $17.2 million in accordance with the terms and
conditions set forth in the proposed authorization shown in Annex XVII,
in outline of conditions precedent and covenants is set forth in Section
ViiI.

USAID CAPITAL ASSISTANCE COMMITTEL MEMBERS:

Chairman and Loan Officer . ovie it i et s canns Dennis Brennan
i ¢ e B T 05 ol John Glaws
Economic ......... e ce e e eaeeseeness.games Norris
Controller ... ........ e ta et aacar e .++ee0s.Denton Larson

AID/W CAPITAL ASSISTANCE COMMITTEEZ MEMBERS:

Chairman and Loan Officer ......... teisecacens Alexander Yove
Power Engineer ................ et ee e ece s .Earl Clark
Legal ... i i i e Ceceecana .. .Herbert Morris

-3 < ceer e e Lou Stamberg
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I. Projeci Definition and Background. June 9, 1972

A, RNature and Amount of Loan.

This loan will finance the roreign excharge cost of imported
~oulpments engineering, construction and training services required to
ronnbilitate and oxpand Lransmission and distribution facili.ies in
the West Java electrice power system, The loan will be U.S. $l17.72
million of 8N eoyimate total U.S. $23.0 million to be expended on
the project. The loan proceeds will cover the cost of imported Seclected
Free World (AID Geographic Code 9hl) cepital ecuipmert and related
engineering. constructhn and training services. Rupiah in the estimatec
equivalent of U.S. $5.8 million*will be provided by the Government of
Indonesia to meei local currency expenditures,

B. Background of the Project.
i .

ed Statey objicetiver are Lo sustain Indonesian economic and
abiliuy nnd develop a sound infrastructure for economic
owth., Tho> United Stales dircets its aid throuwh the Inter-Government
group on Indoncsin (IGGI) - ompsoed of Indonesia, eleven other member
couniries, the World Bank (IBRD)q the International tonetary Fund (IMF)
and ihe Asian Development Bank (ADB). Assistance through this mul®i-
Jatern! tramework minimizes political problems. assipgns a range of
initiative vo the Indonesian Government (GOI). and provides a vehicle

which momber couniries mo), dircctl assistance to clearly identified
projectrs,

.
4
Unite
o

Liral ate

_—

This pro,ect s pari of u multilateral effort to rehabilitate
n e

ana Govelsp the Indonenian el2ciric power systems. Provision of rel.labie
2lectirie power i ecsential o cconomic growth. At present Indonesia'l
anrual concwiption of olecivi~il; is only 15 KWH per person. among the
lowesl in tne wor’a. The G0I recornizes this need and both in its first
five rear plan oniding 1975 end in the forthcoming; plan electric power is

n hishesy priority goal,

IaGIT vonor Cinnncing Un the power reclor. apart from AID loane.
PYSTER SRR 5106, 2 " which the Japanece share is almosti
ITRRE ondidowr: ol edny, is set forth in Annex I and shown
o Lbve mip i Annex loan: Lo the povwer sector so far total

thir loan for U.S. $17.2 million. and the
and Turtang rchortfall loan amendments

Aly financing at U.S8. $6.2 million and

i ‘v. the AID toltal to the power sector will
reoanh U.S. ¢105a7 xmillion.  ¥»1lovine in o review by major areas of
main project activiiy in the ~leciric power sector:

ot

.5, s71.3 million.
Tiilotjap interim
uuf!““‘jy HvlL{ propo:

* N.B. Since the cost estimates reflected in the loan paper were

preparsd, [ “ain revised the 7 ~cal currency requirements for the

distributicu system downward to $1.77 million. Total local currency

“egujrempnbk are therefore revised down to $h 28 million and cverall

project costs reduced to $21.5 miilion. These corrections should be
t

£ -4 [ R Y
reflected throughout

thie paper.
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Central .ava. The povwer developmeal program for Central sava
ine s new 100 MW of “hermal goneration. few trancmission throughoul
the eystem, and distribution rehabilitation of all major load centers.

AID is the primary lender f'or Central Java, where AID loans

provide for: distribution reh~bilitation and generation expansion in

the Puntang (castern) repion of the orovince (AID Loan L97-H-019 for
U.3. $10.8 million)i construction of a 100 MW thermal power station
at Semarang, capitsl of the province (AID Loan 497-H-024 for U.S. $19.7
million); and distribution rehabilivation and double circuit 150 KV
transmission expension in the Ketenger (western) half of Central Java

(AID Loan L97-H-025 for U.S. ,21.0 million). All threc projects are

ased upon a Chas. T. Main lons range Central Java power study financed
by AID. Each project erpects conctruciion to be underway by end 1973
with completion early 1376, Moin's undated recommendations are also the
basis for a proposcd zdd-on U.S5. $10.9, “1lion loan expected to be made

this year to provide {or additions?! necessary distribution rehabilitation
ot the Tuntang region. A neparate Fain study supports a further loan of
U.5. $6.2 million for thin vear to provide interim generation at Tjilatjap,
terminus of the Kotenger Lrensmiscsion line, to supply power reguirements
o!" a proposed 120.000 barrs]l =z du. Pertamina refinery scheduled to zommence
operations in 1979, The Tjilatjap generation finarcing is being handled

by amendment to the Ketenger loan.

~da

The Federal

1 Republic of Sermany (FRG) with an existing loapn of
*DI 20,2 milliom and 1

W DplnL negotiated for DM 4o million .s

£ . o)
2lzo a mnin eleciric power donor in Central Java. (See Annexes I and II,)
ng, other cloments calls for construction of a single

zlai4 k=

The FRG vrorsram amo
~ireuit 150 KV
i52 KV line {rom
dcuble circuit 157 KV 11
ketenger transmicsion ferminu

in the funtang region. 2 double circuit

ecam Station to Semarang East, and a

Scmarang East to connect with the
Pekalongan. Both the Semarang Steam
Station and Ketencer tea are AID-financed (see above). PILN

has accepted the revised ¢ foracact set Torth in a 1972 Chas. T. Main
Supplemental Report for Ceniral java, and the FRG consultant engineers

r plans to meet the changed conditions.

g

Lhe Semar

2re now revising theil

West Java. 1is loan [or wQst Java transmission and distribution
is z priority recommendc Ll)n of the Chas. T. Main West Java Power System
Study financed by the IBRD. The total Main Study recommends over the

next five years an expancion of greneration, transmission and distribution
facilities for the province at an ecstimated total cost of U.S. $315 million.

¥ OM 1.0 = UL, 80,351
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including U.S. $216 million in foreign exchange. These recommendations
include two generation projects for a totel of 0O MY at a cost of U.S.
396 million. including U.S. $79 million in foreign exchange; construction
of approximately 350 miles of 150 KV double circuit transmission al 2
cost of U.S. $35 million of which U.S. $28 millicn represents foreign
exchange: and di-stribution rehebilitation of 1h systems, including cub-
stations, throughout the West Java region for a cost of U.S. $175
million, including U.S. $10% million in foreign exchange. This loan
represents a first phase priority in this total program. The project
provides for a 150 KV double circuit transmission line, with substation
ond terminal facilities., to link the cities of Bandung, Tjirebon and
Tegal, and for distribution rehabilitation and expansion at Tjirebon.

The Chas. T. Main West Java Study is financed by the IBRD
whicn through the IDA has already undertaken a U.S. $15.0 million
first phase of distribution rehabilitation in Djakarta, with a second
phase loan of U.S. $h0 million currently being processed for IDA
Board approval. The IBRD through the IDA is also financing general
management ceview and assistance to PLN. This is discussed separately
below. Japan, in turn, is Tinancing at U.S. $12.€ million the
construction of aduditional gereration at Djakarta, and the French have
provided U.S. $11.9 million in “<xnan for We.st Java transmission and
distribution facilities. The projicct covered by this loan therefore
is an integral part of a long range program for West Java. It will
also establicsh the first transmission link betweer, West and Central
Java.

a.-t Java, Other Areas and PLN Effort. The Japanese (Government
nas been the primary lender Tor East Java power, with loans for this
arca amounling to U.S. 519.7 million. The Japanese progrim includes
hydro-generation. transmission and distribution rehabilitztion. See
Annexes T and II. It is expected at a logical later point in power
scctor development the East Java system will be linked with Centrel
Java. The nadditional lender for area projects in the electric power
field is the Asinn Development Bank (ADB). To datc the ADB has loaned
U.S. $31.7 million for expansion of generation, distribution rehabilita-
tion aad construction of limited transmission in wWest Kalimantan and
West Sumatra. Al the same time the ADB has financed technical
assistance studies for Vest Irian power development and for the
‘inkassar (South Sulawesi) municipnl electric power system. As noted
above, AID through AID Loan k97-H-022 for U.S. $12.8 million is under-
taking generation expansion and distribution rehabilitation in Medan,
Horth Sumatra. The Netherlands has provided U.S. $5.5 million in
credits., This is almost entirely for diesel generation sets to be
placed throughout the cowntry, in many cases replacing obsolete
conipment being retired.  The United Kinpdom and Denmark are providing
timited credits for generation. tronsmission and dictribution hardware
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{for use throurhout tho country.

Together with this extensive foreipgn lendin;: prooram. PLI
itsell hac underiaken n vigorous program of rpnaolllv‘bﬁon and
Jimited expansion of facilities. Part of this has been carvied out
as n consequence of {oreirn lending requirements uhat existing PLN
fneilities be upgraded, replacement parts be purchase cte. In
other cases the initiative has come directly from PLﬂ. See listing
of PLN project budget support in Annex IIXII.

II. Borrover cnd Reneficiary.

Borrower is the Government of Indonecia. Beneficiary is the

Perusahaan Listrik Negara (PLN) 2 rovernment agency under the Ministry
of Public Works and Power. PLN was organized in 1965 as the successor

Lo three Dutch utility companie" which had been nationalized some
yvears earlier. Circumstances of the nationalization had been dif{ficult,
with loss of records and no transition period or carriover of expatriate
personnel and PLN thercfore commenccd its operations with 2 legacy of
difficult organizational and oper=ting problems. Thes e vere compounded
by chaotic cconomic conditions ond severe inflation durings the mid-1960s,
coupled with completely inadenuale budgetary support cven for routinc
adminictration and operatin;; cxpendilures. In the face of all these
difficulties it is of credit to PLH that the organization was able at 21l
to provide n continuing and slowly oxpanding range of service during
the years 1965 to 1970.

vy

FLN is directed from a central office at Djakarta working through
{ifteen operating regions throushout the country. This project is
located in Region XI, the eastern half of West Java. See Annex IV.
PLN capabilities are the key t5 the effectiveness of the power develop-
ment program, this is realirzed by each of the lenders and their
concerns are reflected in the g/reements between the International
Development Association (IDA). PLH and the GOI. The IDA Acreements
obligate the GOI to vay governuent arrears due PLN and ensure prompt
payment of current charges. PLN r'or its part is obligated to revalue
azeelas, establish n schedule of bLariffs and rcorpganize the entire
sleciric power administration on a businesslike and functional basi
tach of the AID power loans contains covenants by the GOI and PLk
providing for compliance with the IDA Arreements.

A.  PLN Orpepizotion and Mansemend .

- -+ — ——— -

A principal objective of the IDA Agreements is to put PIN
on A zolid [inancial and manyement basis. PLN at present is governed



UNCLASSIFIED

)
-~

by Indoneslian laws reliating to Government agencies and enterprises

in general and specifically by the 1965 decree which established PLN
and defined the scope of its operations. Il has a Board of six
Directors consisting of the PLN President and heads of the five main
departments: Planning and Research, Personn2l, Operations and Logistics,
Finance, and Construciinn. De facto control of operations rests with
the Ministry of Publiec Works {o whom the Board of Directors is
responsible. Sece Annex V. In accordance with the IDA Agreements,
PLN contracted with the French firm of SOFRELEC to provide management
consulting services, specifically to develop operating standards and
recommend institutional reorganization.

In March 1971, SOFRELEC submitted to the GOI and PLN a draft
new electricity charter. For the following eleven months this was under
review by a GOI inter-Minisierial committee. Agreement has now been
reached within the GOI and the draft accepted by IDA. PIN will become
a "perum" with the management board responrible to the Minister of
Public Works and Power. The Minister in turn will be assisted by an
advisory committee.

Approval of the charter by President Suharto is scheduled for early June.
No additional approvals are required and the new charter will become effective
with the President's signature.

A summary description of PLN's new charter is included in Annex V..

B. Progress of PLN Reforms.

In addition to the reguirement for overall institutional
reoriranization, the IDA Agreements state specific GOI and PLN obliga-
tions with respect to financial and management capacity. Chief among
these is the requirement that the GOI within one year pay all govern-
ment arrears and ensure prompl payment of current charges. The GOI
har already peid the Rupiah 2.3 billion budgeled for payment during
the GOI fiscal year ending 31 March 1972. PLN records show a remaining
Rupiah 3.4 billion in arvears and this figure will be paid by the GOI
once verified by each of the concerned departments. The formulation
of arrangemenis to ensure prompt payment of current billings has been
more difficult, but PLN is negotiating; with the Ministry of Finance and
(GOI departments to make surc adequate amounts are budgeted.

ssels revaluation is an additional fundamental condition to
adceguale financial capacity. PLN was Lo have completed assets
revaluation by February 1972. This has now been done and awaits
formalization. The figures however. are already reflected in the
draft balance siheet for CY 1971 which appears in Annex X and is
discussed in Secltion IV below. Alro on the financial management

noerum’ - 2 form of state enterprise owned by the jovernment.
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question, SOFRELEC has gubcontracted with the international accounting
firm of Peat, Marwick and Mitchell to provide a study of financial
adminis’ raticn and recommendations. A study of consumers administration
has been completed. Recommendations concerning billing and collection
procedures and mechaniration of accounts were made and accepted by PLK.
These reviued procedures with the exception of a revised rate structure
will be implemented in CY 1972. A code of accounts has been prepared
together with an accounting manuai. This has recently been translated
into Indonesian and is being distributed to the Regional offices for
implementation. The revised accounls will be prepare ! retroactive to
January 1, 1972 so that operating statements can be prepared for CY i972.

Finally. on tariffs, SOFRELEC recommendations are extected
within the next four months. Adjustment will be based on the principle
that tariffs will provide PLI revcnucs to cover all opersting expenses
(including adequate deprecistion) and interest charges and leave a
reasonable surplus for partial financing of expansion. Size of the
surplus will be determined by PLE, bearing in mind the desirability
of meeting at least one-third »f capital expansion costs from its own
resources. The IDA consultenls indicate, however, they recognize
that a new standard tariff structure applied to all consumers in all
regions will result in considerable increase in the price of
clectricity. Accordingly, SOFRELEC may agree the GOI defer applica-
“ion of standard rates in certain areas or to certain consumers. The
welpght given political and social zonsiderations would be assigned a
clear cost, however, by a well identified subsidy to PLN to wmeet the
ectabliched loss of revenuec.

All of this reform program apove deriveg in the first
insiance from the initiative of the IDA Agreement covenants. And on
1he guestion of the covenanis IDA taXes the position that in view of
the efforts already made by the GOL and PLN to carry through a re-
or;;anization. to revalue asselis and to clear up the guestion of
arrears and current billings, that both PLN and the GOI are in
reasonable complirnce. Implementation of the reorganization and
aclual clearings of the arrears and rurrent accounts nuestions may
tnke longer., but with the substantive issues resolved IDA considers
implementation only a matier of the time reguired by tbo GUI to tazke
the necessary administrative steps.

Fach of the AID power loans reinforces the y'LY reform program.
1 the AID loans provide for iecchnical training, and the Tuntang and
Medan loans provide also for management and accounting assistance.
The consultants under the AID loans are enjoined to coordinate their
recommendations and actlvities with SOFRELEC.
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C. Personncl and Training.

Annex YV is a breakdowr: of PLH cmployment showing that rrom
a total roll of more than 20.00U employcces less than 500 have college
or university level qualirications, with barely half of these raici
as electrical engineers. Tnese {igures underscore the critical
factor which personnel represents in estimating PLN canacity.

PLY once established as an independent authoriuy,
will be managed according to sound business
practice., in the utilities scctor. This will include commercial
bookkeeping ~ractices and regular auditing by independent auditor:.

Peat, Marwick & Mitchell has proposed to PLN an extended
integrated training program. The training will address budget
plamming, bookkcevring nnd anccounts procedures, disbursing and auditing.
and in a series oy courses of differing lengths will include officials
from tor management down to ~lerks and record keepers. The program

s deslyrned for PLN ceniral sbaff and selected categories of personnel
from the PLE regioaal offices, PLN has accepted the Peat, Marwick &
Mitechell reeommendations and this training will be underway in Djakarta
within the next few months and will include three sessiuns a year of
approximately 40 trainees each session.

PLIl is alco eciablishing operations training for personnel
from PLN central staff and the regions. with training centers locate
at Bandung and Surabaja. At cach site PLN is providing » three sesc
yvearly training program lor a total of approximately 120U trainees =ach
session. The effect will take time, but the general effor* to improve
the lechnical and management level of PLN at all levels, both at 2L
central and the regions. is going ahead. Personnel capacity will
continue to be 2 principal limiting factor on PLH efficiency, but the
erfort to correct this by PLIl and the lenders should provide on an
accelerated bhanis Lhe capacily reouired. With an expected capital
expansion over the next ive yenrs of over U.S. 3300 million, PLN {aces

£

d
ion

1 requirement. ffor o dramalic inerease in trained technical snd adminisir

Live starf(.

AID procedures ensure <fective project 1mp1cmentation throusrh
ure of gualified consuliants and contraciors, but at the same time each
ALD loan addresses Lhe question of building up PLN persounnel capability
Lhrough provicion of loar-f{inanced training. This leoan will provide
for the samc.

A peneral power confercnce in Diakarta, or series of such
conferences, is being scheduled ior tais year by PLH with all lenders

L
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to address such guestions as coordination of electric power financing.
personnel capacity, training. general system standards, etc. AID

was a prime mover in the idea for such a conference and will be an
active participant. It is expected the conference will provide a
working forum for PLN and lenders alike to resolve problems in
project implementation and contribute positively to the common

goal of direcling PLN toward itz rolc as sole and effective national

authority for gencration. transmission and distributior of electric
power,
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I1I. TECHNICAL ANALYSIS

A. Current Status Electric Power System - Regior XI

The aystem serves the eastern portion of West Java designated
as Region XI. The largest load concentration 18 in the Bandung area which
includes the sub districts of Madjalaja (Southeast of Bandung) and
Padalarang (Northeast of Bandung). This area contains some 4 million
people and has apnroximately 657 of the total in Region XI.

Tjirebon is the second largest load area in Ragion XI and contains
roughly 167 of the total load.

The third and fourth largest load areas in Region XI are respectively
Purwakarta, north of Bandung which contains 9% of the total system
and Tasikmalaja, southeast of Bandung with approximately 5% of the
total load.

Total peak load in Region XI was 62 MW recorded inm July 1970. See Annex VI.

1. Generation

Region XI of PLN is an operating district and is not
directly responsible for generstion planning for its area. This
responaibility rests with PLN headquarters in Djakarta.

The genevation in Reglon XI is predominantly hydroelectric, and there
are seven hydroelectric plants with a total of about 58 MW of
installed capsacity (see Annex VI). However, at certain times of the
year this capacity is limited by low water. The system also has

about 2.5 MW of diesel generation, located in the coastal plains.
Thus, the total installed generation in Region XI is approximately

60 MW and 18 nearly equal to peak load of 62 MW achieved in July 1970.

in addition to this generation, the largest hydroelectric project

in Indonesia, Djatiluhur, is also located in Region XI. Djatiluhur
is not under the authority of Region X1, however, but is operated
and controlled by the Djatiluhur Power Authority which sells power
to both Region XI and Djakarta in Region XI1II. Djatiluhur has an
installed capacity of 125 MW, although some of this capacity
will not be availsble in the future due to increased irrigation
requirements, there is moreover at the present time barely

adequate capacity available for Region XI as well as Region XII.

Low water during the dry season is the primary limitation on the
Region internal capability. Typically, in June 1970 the Region
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produced 40 MW internally end purchased 22 MW from Djatiluhuz. The
interal generation, however, is operated at a high load factor, and
power purchased from Djatilukur st a relatively low load factor.

As in other aveas of Indonesia the total load factor of the system
ig relatively high, since industrial operations ure curtailed
during peak hours in order to prevent overloading of the
distribution systems.

2. Distribution System

The area served by Reglon XI provides electric power
to the large cities and towms. The major portion of th- maoral
population however have no elactric service. 1In Tjirebon as well as
the other load centers in Region XI much of the 6 KV underground systems
is located in and near rice fields which are submerged during much of
the year and therefore susceptible to frequent failures and long out-
ages. In addition voltayge regulation is very unsatisfactory causing
many industries (coconu* oll, textile mills etc.) to install captive
generation. Poor voltage regulation is the result of old and inadequate
equipment and high losses in the secondary and primary feeders caused
by unusually long runs of undersized conductors. There 18 no
possibility of carrying additional load in any nart of the systems.

3. Transmission System

The origtnal transmission in Region XI waes a 30 KV
radial asystem from the first isolated hydroelectric plants to the
nearest load centers and since extended to reach additional towns and
cities. With the completion of the Tjlkalong hydro project (South of
Bandung) in 1960, a 70 KV transmission was erected from Bandung via
Purwakarta to Djakarte. This provided an interconnection between
Region XI and XII and permitted interchange of small amounts of power.
With an all hydroelectric system in Reglion XI end primarily steam
bage system in Region XII this interchange was favorable although the
amounts involved were omall.

With the completion of the Djatiluhur hydroelectric project in 1964
a double circuit 150 KV line was constructed from Cjatiluhur to
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Djakarta and in the opposite direction, from Djatiluhur to Bandung,
This provides a second double circuit interconnection between the
two Regions. However the remaining transmission system in Region XI
is supplied over 30 KV lines.

One 30 KV feeder extends from Bandung to Tjirebon and another 30 KV
feeder goes eastward from the hydroelectric projects south of

Bandung to Gawrut and Tasikmalaja. There is a connection between
Tasikmalaja and Parakan midway between Bandung and Tjirebon. Radial
operation varies depending upon the availability of water in the
various hydroelectric plants, in order to obtain the most favorable
generation., Tjirebon and Tasikmalaja arxe both approximately 80 miles
from Bandung, and voltage regulation at these remote ends of the
system 18 extremely poor. During peak load severe loss of voltage on
the secondary digtribution 1s experienced.

Generally, the tranamission syetem 18 totally inadequate for further
load growth in many areas of the system. The original 30 KV
trangmisgsion aystem was designed with very small conductors and
extremely long spans. In the mountainous areas of YWest Java, towers
located on ridge lines aspan several thousand feet with no practical
poesibllity of installing intermediate towers in the valleys in
between. Replacing the existing conductors with substantially
larger conductors would generally not be feasible. Upgrading the

30 KV transmigeion to 70 KV would improve the voltage regulation in the
system and might be adequate for the system load today. However,
very little new capacity would be provided fer future expansion.

B. Scope of Project

1. Summary

The project to be funded under this loan would provide
for the rehabilitation and expansion of the distribution system in
Tjirebon both urban and adjacent areas and the erection of a new 150 KV
double civcuit tranemission line connecting Bandung, Tjirebon and
Tegal. A 150/20 KV substation at Tjirebon with terminal connections
at Bandung and Tegal are also included. 1In general the scope of work
will include:

&, The complete rehabilitation of the electric power
diseribution facilities in the city of Tjirebon and adjacent areas
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with the construction of a new overhead 20 KV distribution system
and redesign of existing facilities;

b. The design and construction of approximately 136

miles of 150 KV double circuit transmission line connecting Bandung,
T:irebon with Tegal which will provide interconnection of Region XI

in West Java with Region X in Central Java;

c. The design and construction of a 150 KV/20KV
Substation in Tjirebon and 150 KV Susgbstation termination facilities
in Bandung and Tegal;

d. The provision of tools and service equipment for
systems operation and maf.itenance;

e. The provision of communications equipment and
facilities which will be s.milar in design and compl!ement equipment
to be installed in the Ketenger System in Central Java; and

f. Technical and management assistance (includéng
participant triining in the United States) to PLN to develop sound
management, operation and maintenance practices.

2. Distribution System Rehabilitation

It is proposed to replace the present distribution
system in Tjirebon with 20 KV overhead primary lines and 220 Volt
secondary service. Secondary lines will be greatly stortened and a much
larger nuunber of distribution transformers will bz used, ~ogt of
which will be pole mounted. Service will be single-phave except
where the type of load requires three-phase service. ! luminium
conductors will be used for the 20 KV overhead ones and for new
secondaries. Existing copper secondary wiring will be utilized to
the fullest extent possible. The proposed distribution system will
be designed in accordance with U.S., standards and practices.

3. Transmission Syvetem and Substations

Proposed tranemission will consist of a double circuit
150 KV 1link connecting Bandung and Tjirebon in Region XI, West Java
with Tegal in Region X, Central Java. The Substation at Tjirebon
will be 150/20 KV including breakers and disconnects, incoming and
outgoing line bays, distribution bays and stepdown transformers.
The 20 KV feeders of the Tjirebon distribution network will connect
with the 20 KV side of the stepdown transformers.
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The transmission line will have two terminal points; cne at Tegal
substetion which 18 part of an ongoing AID project, (Loan 025
Ketenger T&D), and the other at Dago substation, in Bandung. Dago,
lccated on the north side of Bandung, s interconnected with a
second substation,Tjegereleng which ic the terminus of the existing
150 KV line from Djatiluhur Hydro Station some 40 miles north of

Bandung.

Implementation timing schedule for 4 and 2 above is shown in
Annex VII,

4, Communications

Reliable and secure communications facilities will be
provided for this project. Facilities will include provision for
voice circuitse for operational control and tone equipment for high
speed relaying. A power line carrier system will be utilized.
Commmunication system connection between this project in Régfen X1
and Region X headquarters at Semarang Iin central Java will be
provided through Tegal substation.

5. Technical and Managerent Assistance and Training

Technical and management assistance and training
services will be performed under the guidance of the project
engineer. It will include on-the-job training conducted by persons
having substantial experience performing similar tasks for comparable
U.S. utilities, and participant training in the United States and/
or third countries for PLN employees. An important aspect of t.is
asgistance will be coordination with the IDA IB D) management and
institutional reforms. FPmphasis will be given to distribution
systems operation and maintenance, transmission line operation aud
maintenance, accounting, warehousing and records keeping.

See Annex VIII.

C. Finding of Technical Soundness

The scope of the project 1s defined in Section III-B-1,
and plans for accomplishing the project, including provision of
necessary technical and management assistance are outlined in
Section III-B-2 through III-B-5. See also Annex VIII. These
Sectioms define a complete and independently justified activity.
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Substantial preliminary engineering and technical planning has
been completed. A reasonably firm estimate of the cost to the
United States Government of providing assistance for this project
has been derived in accordance with Section 611(e) of the Foreign
Assistance Act, and a satisfactory engineering plan for
implementing the project has been developed. Specifically, it is
found that attainment of the objectives of this project is
techrically feasible within the fremework set forth herein.

D. Environmental Considerations

Implementation of this project will be carried out with
full regard to environmental considerations. Values to be con-
sidered include visual aesthetics, multiple land use, drainage,
protection of agricultural and grazirg areas, protection of forests,
safeguarding against fire and flooding, etc. Environmental
protection will be addressed in each project phase, design and
construction. The consultant in meeting his responsgibilities under
this heading will be governed among other applicable standards by
the general guide "Environmental Criteria for Electric Transmission
System', prepared by the US Department of Agriculture and Department
of Interior and published by the US Government Printing Office,
Washington D.C.

Be ~ause the project consictic ¢ transmission and distribution with
e generution, no submission to the Council on Environmental Quality

is requirei.
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IV. FINANCIAL ANALYSIS

Ao Alternative Sources of {inauncing

This project 1s recommended as part of the U.S., commitment for
multilateral assistance in Indonesia within the framework of the
Inter~Government Group on Indonesia (IGGI). This project has
been selected by AID as part of the UeS. Jovernment contribution
to the IGGI consortium and our participation in this project has
been requested by the GOI and supported by the IBRD resident mig-
sion. Other donors are also participating in loan assistance to
the power sector{e.g. IBRD, Germany, ADB and Japan). Therefore, with-
in the IGGI framework and total requirement for improved electri-
cal power, alternative financing from other donors is not avail-
able. The EXIM Bank 1s not interested in financing this project.

B. Financial Requirement = Project Cost

The total cost of the project is estimated to be $23.0 mil-
lion, consisting of U.S. dollar cost of $2%.82 million and local
currency costs of § 5.8 million equipalent. A summary of project
costs and a schedule of annual disbursement follows:

Summary of Project Costs

($000)
Local
1/ Currency 1/
Ttem usg - Equivalent Total -
1. 150 KV Transmission:
A. Bandung - TJirebon ly, 362 1,084 S, hlb
B. TJirebon = Tegal 2,466 611 3,077
Subtotal .sgzgig Tg39§ B!§§3
2. 150 KV Substations:
A. TJjirebon 1,429 142 1,571
B. Tepal{ terminal ftacility only) 261 76 337
C. Bandung(terminal facility only) 261 76 337
Subtotal. 1,951 290 2,205
3. Distributisn Rehabilitation
T jirebon 5,965 3,488 9,453
lye Engineering 1,697 306 2,003
5. Training/Library 115 17 132
6. Maintenance Equipment 575 - 575
7. Communication Equipment 69 - 69
Total Z?;?ﬁﬁ 5,600 2§zﬁﬁb

1/ Costs have been escalated at L per“Zhnum through project com=
pletion and contain a contingercy of 15%.,
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1€
Schedule of Disbursements
(5000)
Local Currecncy
Year U.3. 4§ Equivalent Total
1973 300 100 400
1974 1,100 LOO 1,500
1975 5.500 1,700 7,200
1976 8,200 2,800 11,000
1977 2.1C0 800 2,900
17,200 5,800 23,000

Financial Plan

1. Arrangements Tor Provision of Funds

The proposed loan from AID will provide for the estimated

forcipn exchange costs. All l1ocal currency requirements for the
project will be met througn Lhe (GOI Hational DJevelopment Budget. A
plan for provision of local ecurrency funde from fhe National Development
Budizet will be prepared, which will specify annusl levels of support
required to permit PIN to fimely meet ite local currency obligations
including creation of a revolving fund. PLN will establish a
revolving fund in rupiahs sufificient to cover local currency costs
of construction for a six month period, which shall be replenished
at least quarterly. The fund will be used for project implementation
and for meeting operating needs for the project during the interim
period. including purchace of cspare verts and necessary inventory.

2. Second Step Loan Terms

AID loan procceds will be provided by the G0OI to PLN on terms
to be gyreed upon and epprovedl by AID. Because of the current
financinl position of PLN (sec¢ below), it would be difficult to
determine appropriaste second-step loan terms or Lo demonstrate that
PLN has the capacity to meet such terms. Four previous loans, AID
Loans h49O7-H-019, 022, 02k and 075 all establish precedents for this
approach. The borrower, beneli-iary, and conditions are similar
with respect Lo all of the loans. A study leading toward the
financial reoryganization of PLN is being financed by the IDA and
is presently underway. After the recommendations of the management
consultants for (inancial reorganization, SOFRELEC, are complete,
and not later than May 22, 1973, the financial condition of PLY
will be reviewed and second-step loan terms for the AID loans set
to besl suit the revised financial structure.
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D. Financial Condition of PLN

Past PLN accounting procedures have been inadequate to prepare
meaningful financial statements reflecting the current financial
structure and condition of PIN. Although PLN has issued detailed
and uniform accounting procedures, they were not consistently
followed by the various regional offices either because complete
information was unavailable, or personnel were not qualified or
trained to maintain proper accounts. Past financial statements
prepared by PLN did not reflect fixed assets acquired from prede-
cessor Dutch companies, assets purchased or constructed as part of
the Government's projects or which had been financed by Government
contributions. The assets also were 1ot adjusted for inflation,
and secounts made 1~ provision for uncollectible receivables.

With the assistaence of IDA financed consultants, PLN has completed
financinl gtatements for the combired cperations of PLN through GY
1070. An egtimated statement has also béen prepared for CY 1971.
These statements incorporate assets in service in PLN as revalued in
CY 2971.

On the basis of the revalued assets and agreed recapitalization
plan, IDA and PLN have prepared preliminary proforma statements for
PIN's operat.ons through 1980. These statements are included as
Annex X . The statements should be viewed as indicative only in
view of the wide range of assumptions upon which tney are based as
listed in Annex IX .

The proforma statements, however, indicate that PLN should,
duirng the period 1972 through 1976, cover operating costs including
depreciation if{ the projected tariff increases are achieved as
anticipated. By 1978 PLN should be howing a net profit and
generating substantial cash availabilities for expansion programs.

It shculd be noted that sll existing government advances, the
$55 million of IDA credits, and GOl local currency inputs are con-
verted to equity at the outset. Ixternal loans, including future
IDA credits and all AID's loans will be debt.
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V. Economic EKvaluation

A. Forecaast for C-owth in Electric Power Demand in Region XI

1. Projected Population Growth in West .Java

The Charles T. Main analysis of the e¢conomy of West Java
( Electric Power and Economic Development Forecasts) was prepared
while the 1971 census was being taken. To determine population growth
rates they used the 1961 census data ani a 1970 household census taken
in connection with the national election. Althougl the 1971 census
has not been analyzed in detail, sufficient information is available to
indicate that the population levels and growth rates used in the
C.T. Main study &re lower than actuality. This downward bias makes
their population projections comservative, but since complete new data
are not available, their projections have not been revised. In addition,
any upward revision in projected future electric power consumption would
only further increase the already adequate economic justifiication for
the pioject,

2. Projected Economic Growth in West Java

Although historical economic statistics in Indonesia are
at best sketchy, available data indicates that West Java had a real
economic annual growth rate of 6.37 during the period 1967-69.

C.T. Main has made three projections of economic growth in West Java
for the periods 1969-80 and 1980-90. These correspond to a high,

a low, and a most probable, middle projection. These projections
and the sectorlal details for the middle estimate are shown below.
We consider the most probable middle estimates to be reasonable and
adequately supported and have used them in the subsequent analysis.
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NET REGIONAL PRODUCT - WEST JAVA
(MILLION RP AT CONSTANT 1969 PRICES)

% YA
1969 Annual 1980 Annual 1990
Increage Increase

Agriculture 158.8 4,5 257.7 3.5 363.4
Industry 18.2 11.0 57.5 9.0 136.1
Wholesale & Retail Trade 31.8 9.0 82.2 9.0 194,7
Communications and 2.6 10.0 7.5 10.0 19.3

Transportation
Building Constructicn 5.1 12,0 31.7 12.0 98.5
Housing 7.2 3.0 9.9 3.0 13,2
Services 29,2 5.0 49.9 7.0 98.1
Government 4.8 15.0 22.5 8.0 48.5
Public Utilities 1.7 14.0 7.4 il.0 20.9
Banking & Finance .3 8.0 .8 14.0 3.0
Mining 9.6 5.0 15.7
Net Regional Product 263.9 6.7 536.6 6.5 1,011,6

High Estimate 8.6 9.3

Low Estimate 3.7 3.8

3, Projected Load Growth in Region XI

In the last ten years, the increase in total gross production
for Region XI was as follows:

Millions Kwh Peak MY
1960 214.7 36
1970 364.3 60.9
Increase, 7%/year 5.43 5.40

Anrwual increases during this period were erratic, reflecting
curtailment due to poor hydro conditions in 1963 and lower economic
activity due to political uncertainty in 1966 and 1967, However, the
generally low rate of load growth was to 2 considerable extent due to
PIN's inability to meet the demand of &ll classes of consumers for
reliable power at reasonable rates. Distribution systems became over-
loaded, resulting in voltage problems, high losses, and frequent service
interruptions., Residential and commercial load growths were severely
restricted by high connection costs and capacity changes and by high,
repressive rate structures. Industrial plants were required to reduce
their load on PLN to zero between 6 P.M. and midnight, with several rate
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penalties for those unable to do so. Many larger industrial plants
chose to depend partially or entirely on self generation. (The
current amount of which 1s estimated at 58 M{,) Despite the poor
quality and high cost of PIN sesvice, the waiting lists of applicants
for new or added service continued to increase and PLN Regilon XI has
found it necessary to defer granting these requests for reascns that
are chiefly financial,

These conditions, which continue to prevail, have resulted
in load suppression; the potential load on PLN i3 much higher than
the load it actually supplies. Cur forecast assumes that the restrictive
conditions previously described will be corrected by that time, and
that new promotional type rate structures will have been designed by
SOFRELEC and activated by the Tirectorate, 1Im 1975, or as soon there-
after as the first stage of the new power system is completed, Region XI
load will increase rapidly to realize most of its potential, the balance
to be absorbed in lster years. We beiieve that this abrupt load increase
is the most realistic outlook, and thac it would be most unwise to assume
that PIN's load potential would be realized at a more moderate rate,
A detailed presentation of the projected growth in power consumption in
Region XI 18 presented in Annex XI.

B. Economic Anelysis of Bandung-Tiirebon Transmission, Substations
and Distribution Investments

1. Analvsis of Alternative Investments

The Tjirebon area load amounts to about 10 MW at present and
is forecast to grow to about 100 MW by 1990, An economic analysis was
made of the following alternative methods of supplying this increased
power to the area. (See Annex XII)

Alternative 1, Install local generation to supplement pre-
eent supply faciiities,

Alternative 2, Construct a 150 KV transmisasion line and
supply the area from central steam,

The results of this analysis show that the integrated develop~
ment 1s less expensive than insular development for discount rates of
up to about 30%.

2. Calculation of Internal Rate of Recurn

In addition to the above analysis of alternatives, an internal
rate of return was calculated to determine the economic viability of the
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transmission extension to Tiirebon, Jenefits result from increased
energy sales made possible Ly the project., For the purpose of this
analysis it is assumed that about 35 GWH cav be supplied over existing
facilities and that revenues attributable to the 50 KV line extension
and distribution investment correspond to the difference between totsl
energy requirements in the Tiirebon area and the 3% GWH. These revenues
essentially represent the benefits of the recommended investments, The
incremental costs involved include the cost of generating the incremental
energy, the investment for transmission and substation capacity, the
irvestments in distrivution facilities, and related maintenance expenses,
The cost of energy generation is based on the schedule of steam generation
plants recomnsended by C,T, HMain.

The benefits of the project are the economic value of the
increased power use, As hasa been discussed elsewhere in the loan paper,
the current electricity rates (average rate of Rp. 8/KWH or 1.9¢/KWH)
are well below the real ecomnomic value of electricity in Indonesia,
Indicative of this are the substantial waiting lists of custowmers of
all categories deairing electricity and the large awcunt of high price
captive generation in the area. SOFRELEC will complete its analysis
end present its rezommendations for rate structure revisions Iin wid-1972,
Analysis undertaken to date indicates that the average charge per KWH
should increase between 507% to 1007 to more accurately reflect the real
economic value of elecisicity. This would correspond to average rates
of 2.9¢/KWH and 3.6¢/KWH,

The results of the above calculations indicate that the
project has an intz:inal rate of return of 177 for sales at 2,5¢/KWH;
20% for sales at 3.0¢/KWH; and 22.5% for sales at 3.5¢/¥WH. These rates
of return are in oxcess of the ccst of capital in
Indonesia and shcw that the proposed project is fully justified
econcmicslly,

C. Economic Analysis of Tjirebon-Tegal Trarn_aission and Substation
Investment

A 150 KV transmigsion link between Tjirebon and Tegal would
provide an intercomnection between West Java and Central Java and result
in overall economies for the interconnected system, These economies
will accrue from fuel savings and from reductions in overall reserve
requirements, Economy energy interchanges between West Java and
Central Java would result in savings due to the lower energy costs in
West Java,
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The investment required to establish the interconnsction
comprises b5 miles of double circuit 150 ¥V line at a total cost
$2,630,000 (1972 prices), related substation terminal costs of Tegal
amounting to $288,000, plus relsted engineering for a total non-
escayated cost of $3,280,000. The economic benefits of the

line are both from energy savings and s reduction in reserves,

Energy savings were evaluated for a range of assumed transfers
up tou 50 average MY and using production costing studies made for
both the West Java and Central Jave systems showed that the average
cost of energy production in West Java is atout $.9/M7H less costl
than thaet in Centreal Javs,

<

Savings from reduction in reserves were compuied on the zssumption
thal reserve requirements are i1rovided by gas turbines and t 1

menrit costs for this type of generation are $95/KW. The reduction in
reserve requirementc is assumed to occcur in the yearc 193

with 25 MW reducticn in each of these two years.

The benefit/cost ratio was calculuted for varying economy
interchange. The results of the analysis show that the internal rate

of return is higher than the opportunity cos. ¢
cconany interchanges. For ean average MW ir:
internal rate of return is sboutr 15%.

carital for moderate
ansfer of 20 M, the

D, Benefits from Central Java Power Supply

The economic analysis in pare ¢ above assumes the availa-
bility of sdditional thermal generation in the West Java area for
transmission to Central Java.

In all probability, the transmission links between Bandung

and Tjirebon and Tjirebon and Tegal will te completed one to two years
before the new Best Java thermal generation is available. Correspondingly,
the Bandung-Tjircbon-Tegal transmission link will in these early years

be transmitting excess power from Central Java (Semarang Steam) into

West Java for primary pover supply to the city of Tjirebon and supplemental
supply to the Bandung area. The Bandung area and the Tjirebon area
constitute respectively 65% and 16% or a total of 81% of the total load

re uirements in region XX. {62 mw peak in 1970)

The availability of supplemental power from the Central Java
aren Lo Bandung, will allow displacement of some existing hydro power
in West Jave to supply the Djakarte load until the new Djakarta thermal
wencration is completed. Even with this suprlemental supply, interim gzas
turbine supply may be required for Djekarta.

=T

PLIN from this transfer of power during
the initial years will provide a satisfuctory return of the transmission
investment until tne West Java generation is on stream.

Additional reservec to
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V1. Indonesia's Economic Performan-a,

The latest IMF Report on Indoncnin (sM/72/ Yarch 2h, 1272)

entitled "Indonecia: Recent Economic Developrm sebs {orsh the
Fund’s assessment of the Indonecii: ~conon, and =~onomic pro 1¢Us.

]
o
O
oy
¢

1w Funa flﬂd" that Indonecsia':s cconomis progresc ﬁ,Llﬂl&
tid‘actory. This report wa: roviewed i 977 IGGT mecting
n Amscerdam by Lhe multinationnl ~nd tilgd “Dluﬂlnt
he UL.S., whe ondoreed the conclusions of
v

pie

tt

oo

performance 10 satisfactory.  Ac n Jwwrihes
conf'idence in the Indonesian coonomg, Lhe
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in terme of 40P, while prier ~:bility wars alse maintnrined. Preoductior
o rice. the baric commodlty. incrcozased substantially for the fourth
~urcessive year.,  In the indusirinl ceclor. especially in textiles,
Lhere was further subsiantinl rrowvin. r & i e ent is
neceleratin-, and the rehabilinat ion ok
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industrinl yrowth from the prerent nmsell

Hevertheloess, only the beorcinnings of progrescs have peen made
2:0i the problems which remain Lo be lackled are enorvrmous. Progr
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immediate consitraint at this poin! oppears fto be in the limited
material and U'inancial resourcers svailable. The pressure on these
resources in the current year is ovidenced by the continuing high
racters of interest which prevail in th2 economy and by necessity for

navion in Auwsust and a further devaluation (pegred to dollar
ation) in December. These were designed in part as a pre

i Lhe fnce of international uncortainties and in part to restra
import demand foliowing a lose in foreiy n cxchangpe reserves, 1In the

3
H



UNCLASS TFIID

24

coming year there is prospect of a ~ignificant increment in both
foreign exchange earnings and government revenues as a result
principally of sharp increases in o0il production and in the volume
and value of 01l exports. The demand for resources is ¢o great,
however, that this increment will moderate but not reduce the need
for aid to supplement the domestic resources avaiieble for private
enterprise and government investmeni and the improvement of
essential government services.,

B. Price Policy.

The objectives of the sovernmeni's stabilizaition program
now appear to have been achieved and. as meacured by the Djakarta
cost-of-1iving index. the ratc of price increase has decreased from
the already low levels (for Indonesia) of 1965 a.d 1870 to only
2 4% in 1971.

The policy of subsidiring @ number of basic commodities.
including a number largely imported with program aii. ¢.g., raw
cotlon, fertilizer and wheat flour, has contributed to the stability
of prices cf basic consumer goods s has the policy of stabilizing,
and in a sense, subsidizing the price oif petroleum products, one of
the few other major commodities for which the prices are administered.
Administered prices of public utilily services, including electric
power and railroad transportation, have alszo been kept stable in
some cascs With the resultant operat.ng losses to service entitiec
reflected either in cesh loscer or inadequate maintenance expendi-
tures. In these instances, however, it may be argued that the
~onsumer is merely being zpared the cost of inefficiencies which
are in the process of being remedied. One of the most important prices
in the economy, the rate of interest, has also been stabilized at a
high level, and in real terms has increased,

C. Budgetary and Fiscal Policy.

Government routine revenuers in 1971/72 increcased by 23% over

Lthe previous year. A larger increase, 31% is projecied for 1972/73.
The largest item in this increase would be from taxes on expected
higher earnings of foreign oil companies. Other revonues are
novertheless planned to increase by 1085, The increment of Rp 150
i1lion ($3G0 million) will finance increases in salaries and
material expenditures in the ordinary budget, while ~1ill 2llowing
for o doubling to Rp 13¢ billion in the sire of the surplus avaii-
“hle for the development budget. Together with a clicshtly cmaller

zmount of counterpart funds generated by vrogram aid than in 1971/72
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(an estimated Kp 95 billion instead of the Rp 97 billioi. forecast
for this year) this will provide for a rupiah development budget
654 larger than that for 1971/72 und represent ar. increase of Rp
123 billion over this year's resourcec.

Investment levels in Indonccia ore =Lill comparatively low,
12-149, of GDP at most with domestic resources, including increased
liquidity, financing half of the totzl or less. Savings propencities
appear to be low, and the financing of .developuent programs in the
public and private sectors canrot rely neavily on monetary expansion.
The task of mobilizing additional developmenty reczources rests.
theretore, orimarily on fiscal policy. If private domestic invest-
ment is to be adequatel’ Tunded. it appesrs likely that -~ larger
proportion of public savinss will have 1o be charneled to Lne private
enlerprise sector. An increascd 2lJocation Tor this cector is,
in fact., provided for in next vonr's development bugpet.

D. Belance of Payments,

The balance of paymenti: pceriormance this year and the
prospects for 1972/73 both chow iLhe impact of recent and continuing
adjustments in the international monetary sysiem. The devaluation
on August 23, 1971, and the further adjustment in December indicate
how quickly and directly the Indonercian eauthoriti=zs had to respond,
in the face of major new monetary develobmenis, to external influences
on the very open economy, following a moderate lcss in the economy's
already small foreign exchange resecrves. This experience should not
be repeated because the prospective increase in oil exporti earnings
offers an opportunity to plan wilh some confidence for an increase
in recerves of $90 million nexi yecar. Gross reserves amounted to
$204 million on March 1, 1972 and nei reservers, minus $bl miliion.

Exports, with oil on 2 net basis, are expocted to rise by 15
in 1071/72 with the prospect of n 2, increase in 1972/73. Fost of
*his is accounted for by net oil cxports which will increase by 32%
in 971/72 because of price increases awring Lthe year and 95 in
LQ?E/]“ with increased productinn 2l the higher prices now esteblished:
and by timber exports, up 609 in 1971/72 and projected to inc- ease
by 39 to $220 million in 1972/72. For all other exports, the
projections are for & declinc in agsrepate value in 1971/72 and

modest recovery in the following yewr Total {net) exports are

estimated at $1.270 million in 19& 3.
Imports of goods and cervizces of $1.778 million are projected
for 1972/73, an increase of 57. {1.778 includes project aid.) The
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current account deficit of 3508 million would be the same as that
forecast for this year. Debt payments are slightly lower, the
expected increase in the privaete capital inflows slightly higher
and the public capital inflow, at $520 million, is higher than
that forecast for 1971/72 by $103 million because of increased
project aid utilization. See generally Annex XVIII.

E. Debl Service Capacity.

Following the rescheduling arrangements for pre-196¢
external debt, which culminated in April 1970 in agreement on 2
long~-term settlement of the debts held by Western creditors and
Japan, and the subsequent separate agreement on similar lines
with Ee-tern European countries, the ratio of external debt
service to exportc is currently low. It will rise appreciably
throughout the 1970s as grace periods expire on aid received after
196, but should remain manageable during the decade - it is
estimated at 18% in 1978 - if good export performance continues
and if nevw aid remains available on concessional terms cimilar to
those at present obtained from the IGGI. All aid from the IGGI
donors has been pgiven on concessional terms approximating the
standards cet by the DAC.

Given Indonecia's debt rcervice capacity, we feel that AID's
most concescional terms -- U0 years, including a 10-year grace
period with 2% interest durin;: the rrace period and 3% thereafter,
continue to be appropriate [or Indonesia.

With the soft terms of the loan proposecd herein,
particularly the 127-year grace period, the overall rescheduling
of old debis already arreed upor. and the potential for Indonesia's
cxpori expansion, particularly oil and timber, the repayment
prospects for the proposed $17.2 million loan appear reasonable.
Our assessment of Indonesia's repayment prosgpects iz shared by
other IGGI donors who are also making loans for such project
notivities.

Indonesin's debt service requirements as of December 31,
i /1 appear in Annex XIX.
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VII. Loan A@ministration.

A. Timetable for Implementation. A more detailed schematic
table appears in Amnex VII.

Loan Authorization June 25, 1972

Loan Agreement Negotiated
and Signed Septcsmhpr 154 1972

Conditions Precedent to Opening
Letters of Commitment Mot Fehruarv 1. 1973

Project Engineer Selected and
Contract Negotiated February 1 1973

-~ 9

Invitation for Bid for
Construction Contract Approved August 1, 1974

Conditions Precedent Lo
Construction Met and Construction
Contract Approved January 1, 1975

Construction Work Completed April 1, 1977

knizincering Supervicory
Services Completed July 1. 1977

B. Project ixecution.

1. Project Zxecution Plan. The project will encompass:
~) detailed design; b) technical nssistance and training; c¢) construction:
and 4) supervision.

The project engineer will be responsible for the final
design of all systems., preparation of bills of materials and specifica-
tions for all equipment and IFB:s for procurement. He will be
responsible for definition of consiruction standards and material
apecifications and warranties. preparation of the IFB {or the
construction contract, evaluation of bids, recommendations for eward
Tor the construction contract, ruvervision of construction and final
inspection, testing and acceptance of complet~d work. See Annex VIII.
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The project engincer will also be responcible for
training of personnel made availeble by PLN and assicned full time
o this project and will be responsible for planning of participant
“raining for selected personnel from the PLN team.

The construction contractor will arrmange for timely
performance of construction as scheduled by the projiect engineer in
accordance with standards established for the projert and will train
and schedule work crews and maintenance personnel assignments during
the course of the project.

2. Coordination. Pro,icct execution must be a coordinated
and scheduled effort on the part of the project engineer. construction
contractor, PLN and USAID.

3. Terminal Dates for Conditions Precedent, for Disburc.ng
Authorizations and for Disbursementc.

a. Conditions precedent to opening letters of commitment
will be met within six months after signing thc loan agreement.

b. Conditions precedent to construction will be met
within twenty-seven months after signing the loan agreement.

c¢. The terminal date for requests for new disbursing
authorizations will be thirty-ninc months after signing the loar
ngerecement, This will permit one year aftter completion of all conditions
precedent for opening letters of commitment.

d. Terminal date for disbursement will be seventy-[ive
months after signing of the loan agrcement. This provides twelve
months for opening the letter of crcdit for construction services,
thirty months for construction and completion of engineering services.
end six months for final accounting and final disburcement.

C. Impact on U.S. Balance of Payments. Goods and services
financed by this loan will be obtained from AID Geographic Code 9kl
(Selected Free World) and it is expccted the U.S. will provide a
substantial amount of these goods and services, with corresponding
follow-up orders of spare parts, eauipment and materials resulting
in additional U.S. exports on a commercial basis.

D. Use of U.S. Government Excess Property. It is not
expected that U.S. Government Excess Property can be used for this
projcect in view of the detailed specifications required for the
project components.
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VIII. Conditions Precedent and Covenants.

A. Conditions Precedent to Opening Letters of Commitment.

1. An opinion of the Minister of Justice of the GOI that
the loan agreement has been duly authorized or ratified by, and
executed on behalf of the GOI and is a valid and legally binding
obligation in accordance with its terms.

2. An opinion of the principal legal officer of PLN, or
of other legal counsel satisfectory to AID, that the loan agreement
has been duly authorized or ratificd by, and executed on behalf of
PIN and is a valid and legally binding obligation in accordance with
its terms.

3. The names of the persons who will act as the
representatives of the GOI and PLN, together with evidence of
their authority and a specimen signature of each such person.

4. Evidence that the GOI and PIN are respectively in
compliance with terms of the covenants under IDA Crecit Agreement
No. 165 IND dated 29 October 1969 and Project Agreement executed
in connection therewith.

5. A draft contract between PLN and an engineering firm
or individual(s). The selection of said firm and terms of the
contract shall be in accordance with AID Caepital Projects Guidelines
for engineering services.

B. Conditions Precedent to Construction Finzncing.

1. A plan for implementation of the vroject, including
designation of basic system standards for the distribution systems.
Said system standards shall include standards for service wiring and
voltage level of primary and secondary lines.

?. Evidence that rights of way, rights of entry., real
property leases or acquisitions necessary for project implementation
and system operation have been obtained or plans made and financing
provided therefor.

. Evidence of the establishment by PLN of a reserve fund
in Indonesian currency cqual to the total Indonesian currency costs
of the project for the upcoming =ix months as estimated by the project
ongineer, said funds to be replenished to the appropriate level
quarterly or more often in the event actual Indonesian currency
expenditures substantially exceed <aid estimates, or such lesser
amount as AID shall agree in wriling, which shall be used for the

execution of the project until the project is completed.
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4, A contract or contracts for construction services
between PLN and a firm or firms. The selection of said firms and
the terms of said contracts shall be in accordance with AID Capital
Projects Cuidelines for construction services.

C. GOI Covenants.

1. Perform its obligations concerning Beneficiary's
organization, authority, structure, and operations as set Forth
in existing AID loan agreements and existing and future IDA credit
and related project agreements.

2. Make avallable to PLN cver and above the proceeds of
the loan foreign exchange to the extent necessary to pvrchase third
country spare and replacement parts for maintenance, repair and
operation of existing facilities until the project is completed.

3. Make available to PLN any Indonesian currency
necessary for implementation and completion of the project and
for operation up to completion of the project.

4, From completion of the project until such time as
PLN may become an autonomous, non budget~supported entity, assist
PLN in obtaining funds sufficient to meet the operating and
maintenance expenses necessary for the effective utilization of the
project.

%. Assist PLN to carvy out the project, or cause the
project to be carried out, with due diligence and efficiency, and
in conformity with sound cngineering, construction, financial,
administrative, and management practices.

D. PIN Covenants.

1. Perform its obligations concerning its organization,
authority, structure and operations as set forth in existing AID
loan agreements and cxisting and future IDA credit and related project
agreements,

2. Replenish the Indonesian currency reserve fund
whenever necessary to maintain said fund at the reguired level.

3. FEstablish connection fees for all fubure service
within the project arca that will encourage increased consumption
1" electricity.
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4, Carry out the project, or causc the project to be
carried out, with due diligence and efficiency, and in conformity
with sound engineering, construction, financial, administrative
and management practices.

5. Submit all plans. specifications, contracts,
schedules, and engineering, cornstruction or procurement arrangements
for the project, and all modifications thereof, to AID for its
approval prior to implementation, and carry out the project, or
cause the project to be car:ried out, in conformity therewith.

6. Adequately maintain, repair and operate, in
accordance with sound commercial practices, all Eligible Items
and any facllities resulting from their use.



INDONESIA

IGGI Donor loans to Electric Power Sector

Country Amount Project Location
Ot-er Donors (Us $000)
Hydro Power Riam XKanan
Japan 5,792 Dam South Kalimantan
" 4,800 Power
11
" 10,700 Hydro Power Karang Xates I & II East Java
" 1,000 Hydro Power Kali Konto East Java
" 12,652 Steam Plant Priok IIl & IV Djakarte
=
" 8,090 Transmission & Distribution East Java ?
" 800 Steam Plant Asahan (Study) North Sumatera 5
=
" 1,179 Bandjarmasin Distribution South Kalimantan o
AV
" 3,590 Palembang Transmission & South Sumatera o
Distribution
Japan Total 55,603 % %
IDA/IBRD 15,000 Djakarte Distribution & PLN Djakarta Hg
- Mansgement =
" 350 Power Survey & Feasibility Study West Java §§
IDA/IBRD Total 15,350 f,
o
N
Source: PLN Central w

Djakarta April 1972



Country Amount Project Location
Germany - FRG 2,600 Transmission, Substations, Diesel Central Java
Generation
iy 2,732 " .
" l+6}+ " [£]
FRG Total 10,796
Retherlands 1,540 Diesel Generation & Distribution Misc.
" 2,500 v 1"
" l , )4'96 " "
Netherlands Total 5,538
United Kingdom 360 Microhydro Misc.
"
United Kingdom Total 330
France 560 Microhydro West Java
L]} ~ .~ 1" 11
500
" 3,750 Transmission & Distribution "
" L‘ ’lm 1] i
f t "
4,100 '
France Total 13,010
ADB 7,100 Generation, Transmission & Distribution West Sumatera
# 4,600 i i ¥ West Kalimantan
ADB Total 13,700
Denmark 880 Diesel Generation Mic.
Denmark Total C
Total Other Donor Loans  US$106,235

£ Jo g 9%ed ‘I XHINNV
AATAISSVIONN



Country

Amount Project Location
B. UsSA/AID * (Us$000)
USA/AID 16,800 Distribution & Generation Central Java (Tuntang)
" 21,000 Transmission & Distribution " (Ketenger)
" 19.700 Steam Generation " "
" 13,800 Distribution & Generation North Sumatra (Meden)
USA/AID Total 71,300
106,235 Other Donors
71,300 USA

Total IGGI Donor Loans Usi 177,535

*¥Excludes West Java T and D Phase I Loan, and amendments to Tuntang and Ketenger Loans.

These amounts total additional $34.3 million

¢ jo € @98g ‘I YARNY
JaTJISSVIONN
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1972/17(3 Indenesia kleciric Power Projects

Planned Bbudget Supporr

Donoyr Agsistance Related Projecis

Project US$ equivalent
‘ ($000)

1. Semarang Steam Power 262,651 UsA

2. Central Java Diegel Fower (Gas Turbine) 218,072 USA

3. Jozjakarta Diesel Fower 120,482 USA

4. Central Java Distribution 1,348,192 USA

5. North Sumatera Distribution 519,277 USA
o. Priok III & IV Steam Power i,307,229 Japan

7. Karangkates/S=z2loredjo Hydro Fo-ear 1,927,711 Javan

3. Asahan Hydro Power 361,446 Japan

Y. Riam Kunan Hydro Power 1,927,711 Japan
10. East Java Diesel Pover 53,012 Japan
11. East Java Transmission 1,686,747 Jepan
12. =ast Java Distribution 860,241 Japan
12. Karangkates 111 Hydro Power 481,926 Japan
li4. Batang Agam Hydro Power 1,927,711 ADR
15. West Sumatera Diesel Power 54,217 ADB
1o, West Kalimantan Diesel Generation 253,012 ADB
17. West Sumatera Distribution 124,096 ADB
13, West Kalimantan Distribution 216,867 ADB
19. wWest Java Traasmission 1,686, 7Tk7 France

SOURCE: PLN Central for Project Identification and Budget Figures -October 197].
USAID/Indonesia indicating where possible those projects which appear
Donor Assistance relsted - listed under heading A above.
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Project US$ equivalent
($000)

20. Central Java Transmission 2,376,241 FRG (Germany)
21l. Centrel Java Diesel Power 518,747 FRG
22. Djakarta Raya Distribution 2,530,120 IDA/THBD
23. Management & Enginreering Services 240,964 IDA/IBRD

Total Donor Assistance Related Projects 21,503,421
PLN Separate Projects
24, Electric Power Survey 289,157
25. Power Research Institute 230,404
26. Palembang Steam Power 1,224,096
27. Makagsar Steam Power 366,265
28. Garung Hydro Power 602,410
29. Tonsea Lama Hydro Power 518,072
30. Mierohydro Power 361,446
31. Banda Atjeh Diesel Power 57,831
32. North Sumatera Diesel Power 313,253
33. Riau Hydro Power 60,2141
34. Djambi Diesel Power 132,530
35. Central XKalimantan Diesel Power 12,048
36. East Kalimantan Diesel Power 96,386
37. North Sulawesi Diesel Power 48,193
38. Maluku Diesel Power 107,229
39. Djambi Diesel Power 51,518
40. West Nusatenggara Diesel Power 2,651
41. East Nusatenggara Diesel Power 9,036
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Project US$ equivalent
($000)

42, North Sumatera Transmission 122,892
43. West Java Distribution 756,627
4i4. Banda Atjeh Distribution 62,651
45. Riau Distribution 146,988
46. Djambi Distribution 122,892
47. South Sumatera Distribution 180,723
48. Lampung Distribution 84,337
49, Central Kelimantan Distribution 36,1kL5
50. South Kelimantan Distribution 221,687
51. East Kalimantan Distribution 161, kl6
52. DNorth Sulawesi Distribution 216,867
53. Central Sulawesi Distribution 62,651
54, South Sulawesi Distribution 180,723
55. Southeast Sulawesi Distribution 48,193
56. Maluku Distribution 132,530
57. Bali Distribution 134,988
50. West Nusatenggara Distribution 21,084
5. East Nusatenggara Distribution 51,807
60. Bengkulu Diesel Power 15,663
61. Southeast Sulawesi Diesel Power 12,048
62. South Sulawesi Diesel Power 12,048
63. Bengkulu Distribution 161, hk6
64. Power Equipment 566,265
65. Survey & General Planning _ 170,602
Total PIN Separate Projects 8,166,159
Total All Projects us 66 0
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SUMMARY OF PROPOSED CHARTER FOR PLN

1. The Charter is in the form of a Government Regulation decreed by the President
of the Republic. It will be promnlgated in the State Gazette.

2. The main purpose of the charter is to review the statutes of PLN as established
by Government Regu.ations No. 19 (1965), No. 11 (1969) and No. 30 (1970) and to
replace them with the new regulation.

3. The object of PLN is stated to be "to participate in the development of the
economy in line with the policy of the Govermment and to carry out activities in
the whole field of electricity to promote the standard of living in the Indonesian
Society."

h, It is to be responsible for:
"(a) production, transmission and distribution of power;

(b) planning and construction of power facilities;

(c) operation and maintenance of power facilities;

(d) provision of services in the field of electricity",
and it will for these purposes establish technical regulations.
5. The enterprise will have exclusive rights and responsibilities for generation,
transmission and distribution of electric energy in Indonesia. It is expected
to follow sound comme:cial and industrial practices in carrying out these
responsibilities. It will also be responsible for construction of new generati -

plant and power networks including procurement according to sound commercial

and industrial practicec.

0. Private generation plants will be permitted to the extent necessary tc saticfy
the owner's requirements. They will, however, be required to be registered with
the enterprise and conform with any imposed conditions of operation. Plants

and systems existing at the time the regulation is enacted are exempted from
registration. Generation in excess of the owner's needs may be authorized but’
the enterprise may also permit or impose obligations to distribute power to
prospective consumers irn the neighborhood.

7. The powers of the enterprise enable it to:
"(a) acquire and own land;
(b) have access to thoroughfares not for public use;
(c) enter public or private property and/or occupy it temporarily;

(d) install lines above or under public or private properties;



ANNEX V
Page 2 of 2

(e) open trenches in both public and private roads;

(f) obtain all facilities necessary to assure a proper, safe and
efficient performance of its duties."

8. The capital of PIN will be State property and initially will be eqgual to the
pet value of assets owned by the enterprise at the time the Government Regulation
is issued. This value will be determined by the Minister of Finance.

Revaluation of assets will be permited from time to time.

Q. The enterprise may acquire funds by lLhe issue of bonds or debentures.
16. Basic tariff rates will be proncesed by the Board of Directors to the Minister
who will obtain the approval of the President. Provision will exist to change

these rates without the President's approval to allow for changes in fuel costs

and wage rates. The basic rates wiil be sufficient to cover operating expenditures,
depreciation, debt service, taxes, and to leave a surplus to meet a reasonable
portion of the cost of its expansion program.

11. The Minister of Public Workz and Fower will d=zcide general policy and exercisz-
general control over the activilies of the enterprise. He will be advised by

an Advisory Board comprising:

Minister of PFinance
Minister of Indus.ry
Chairman of Bappenas (3tate Minister of National Development Planning)

on all policy matters, irncluding annual and long-range development and investment
prograns, revision of rates, and annual audits.

12, Management of the entcrprise will be in the hands of a Board of Directors
consisting of a President responsible to the Minister and at least 2 Directors
responsibie to the President. The Board under the general authority, policy and
guidance of the Minister will perform all besic management functions. Members

of the Board are appointed Ly the President on the Minister's recommendatiorn: “c.
a maximum term of 5 yeurs -- they may be re-appointed.

13. The Directorate General of State Finance Control audits the annual acccunic.
A2l personnel for mcney, security and materials of the enterprise are accountabie
to the Financiel Control Bedy.

Lh. The balance of net profit remaining after meeting Corporastion taxes,
necessary provisions and reserves may be distributed:

55% to Deve lopment Funds
207 to Genernl Reserve but not cxceeding the capital of the entergris~
25% to various employee benefits determined by the Minister.
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ANNEX VI
INSTALLED GENEPATING CAPACITY Page 2 of 2

PIN REGION XI

Initial Year

Unit Capaclty of
Plant Name No. KVA /KW Voltage Manufacturer Operation
PLENGAN 1 1500/1050 6300 G.E.C. 1922
2 1500/1.050 6300 (.E.C. 1922
3 1500/1050 6300 G.E.C. 1922
I 2500/2000 6300 S.3.¥. 1962
LAMADJAN 1 8000/6400 6300 Smit Slikkerveer 1924
2 8000/6400 6300 Smit Slikkerveer 1924
3 8000/6400 630C Heemaf Hengelo 1935
TJIKALONG 1 5000/6400 6300 Alsthom France 1960
2 B000/540C 6300 Alsthom France 1960
3 6000/6400 6300 Alsthom France 1960
BENGKOK/DAGO 1 1500/1050 6300 GeE.Co 1923
2 1500/1050 6300 G.E.C» 1923
3 1500/1050 6300 G.E.C. 1923
L 1000/ 700 5300 Smit Slikkerveer 1923
PARAKAN 1 3200/2500 300 Smit Slikkerveer 1955
2 3200/25C0 6300 Smit Slikkerveer 1955
3 3200/2469 6300 G.JE. 1955
L 3200/2L€9 6300 GaE. 1955
TJIDJEDIL 1 178/ 122 6300 5.8.W. 1923
2 174/ 122 6300 SeS.W. 1923
3 220/ 15k 630C S.S.W. 1923
L 220/ 154 6300 S.S.W. 1931
KEBONRARU 1 1130/ 900 O4CO Heemaf Hengelo 193G
2 550/ 380 6000 Oerlikon 1921
2 600/ 320 6000 Smit Slikkerveer 1926
4 600/ 320 6000 Smit Slikkerveer 1926
TNDRAMAJU 1 210/ 168 6000 A.E.G. Berlin 29/8/1930
2 210/ 168 6000 A.E.G. Berlin 29/8/1930
BEKASI 1 30/ 2k 230/133 Oerlikon 1961
2 30/ 24 230/133  Gerlikon 1961
PAMANUKAN 1 103.7/max 120/208  I:H. USA 1961
2 103.7/max 120/208 I:H. USA 1961
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PROJECT IMPLiMENTATION PLAN
AND
DESCRIPTION OF SERVICES

A. Consulting Engincering Services

1. Selection Procedure

The consultant will be zhcsen by the PLN under the procedures
outlined in Chapter 2 of the A.1.D. "Capital Projects Guidelines
(M.0. 1442.1).

2. Type of Contract

A contract with a cost celling will be used. A.I1.D. approval
will be obtained for the contractor selection and the terms of the
contract prior to execution,

3. Scope of Consulting Services

The consultant snhsll be respongible for the final design of the
system, for preparatior uf bilii o7 materials and specifications for all
equipment, and for IFBs for th~ {: zme 5f ejuipment planned for PLN's
accoupnt. He shail alsv be veaponasiplie for definltion of construction
standards and material specifications aud warranties, for preparation of
the IFB for the construction contract, for evaluation of bids and
recommendations of award for the construction contract, for supervision
2f construction, and for final inep.ction, resting, and acceptance of
completed work and for fina!l accounting.

The consultant shall prepare a critical path analysis which: shall hava

ag its objective the earliest vozasible start of actual construction on an
uninterrupted basis. The cousu.tanc shall aiso review the status of

all equipment in the gystem «na zhell use to the fullest practical
extent, serviceable equipment sad materials in the possassion of PLN

Region X% In preparation of final design, the consultant shall also
make maximum use of locally avsilablz materials and lsbor.

The consultant shall provide a team of individusls composed of
reasonably long term personnel supplemented by short-term

assistance as needed to provide technics! and management assistance and
training to PLN Region XI personnel. Expertise 3hall be provided in the
form of individuals with considerable on-the-job experience performing
similar tasks in operating utilities in such areas as utility
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management ; power system operstion and load dispatching; utility
system accounting; distributiocs svstem maintenance/parts handling,
warehousing, and management.

It shall be a principal responsibi.ity of the consultant to
coordinace his efforts wich those of the 1BRD management
consultants in Djakarta and to assist Iin the earliest implementation

within Reglon XI of their recommendations.

B. The Congtruction Contyuck

1. Advertisement, Bidding, and Awvaxd

The consultant shail prezsare an IFB for the construction
contract. The contract shall be let on the bacis of competitive
bidding with the award be:ng made to the Jowest responsive bidder,
under the format discussed below. and in accordence with A.I,D.
Capital Projects Guidelinee (1.C. 1442.2).

2. Constructiou Countrac:

In letting the construczrisa contract, it 418 desired to
achieve a result as close u3 possitis 20 a fixed-price construction
contract including provisicn of wmatevlals and equipment to be
procured by the constructlor contractar. However, final design for
the transmission and distribution systems will be completed on a
piecemeal bagis so that construction can begin on portions of the
system while finsal design {8 bSeing completed for the remainder.
Thus, the construction contract must be Iet on the basis of a preliminavy
estimate of the quantities of constyuction units required.

The consultant will submit, pricy Lo iatting the contract for
construction, a preliminary desgica for tha new and rehabilitated
electric systems whi~h will iorm the basis for the final design for
each portion of that systew. He will also precpare drawvings for the
construction units, compleie with matzvrial lists. He will estimate
the quantity of each such unit required for completion of the project
and will prepare a cost eatimute four the preliminary design based
upor. the number of each such units and their estimated installed
cost. With this informetion, tle consultant will prepare an
invitation for bids for the conatructiou contract which will define
the scope of the project, identify the individual construction units
and indicate the number of cach unic anticipated for the job. 1In
submitting bids, the construction contractoer will be expected to
provide a total price based on the estimated .Lumbecs of units and to
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break down that bid price into s price for each unilt, specifying the
dollar and local currency component thereor. Award will be based on
the lowest total price.

The consultant
will make a recommendation to PLN ragarding which basis will be used
for bidding the construction contract. Payment to the contractor
shall be made on the basis of actual ¢uantitias of individual
installed units at the unit price stated in the 2xecuted contract,
as amended from time to time.

C. A.rangements fov Conaulting Sevvices

Selection of the consultant who will provide consulting engineering
services, technical and mansgement assistance and trainiang, will
begin as soon as possible. Conditions precedent to financing
consulting services will be kept at a minimum,

The consultant, ase firat priority, will identify the item and
quantities of equipment aag materiale which nsed to be procured

early in order to vermit prompt initiation of the transmission system
and distributiorn rchabilitation, and will prepare IFBs for these items.

1. Consultant's Role

Upon approval of the IFBs, the consultant will purchase the
items for PLN on a competitive bid basis 1in accordance with procedures
of A.1.D. Capitsl Projects Guidelines (M.DO. 1442.3). The consultant
shall be responzible for inapection and acceptanca of all
commodities which he has procured and for assuzring that commodities
procured by the construction contractor are in compliance with
specifications.

The consultant will establish a plan for re-use or retirement and
return of existing distribution materizls and equipment to PLN by the
contractor. He will prepare staking sheets and material inventory
sheets for use during the construction period and alsc will aid and
assist PLF in accounting for these used materials.

2. Construction Contractor's Role

When a summary of the IFB for the construction contract is
published, it wiil announce the type of work being performed and
indicate what items of equipment and material are included., This will
permit suppliers on their own initiative to contract construction
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firmg. Construction firms will be seekirg to minimize thelr own bids,
and thus, competition as to equipment supplied hy the construction
contractor will be achieved through the competitive construction
contract bid price.

The invitation for bids shall identify the construction units to be
installed by the contractor, show the estimated quantities of each unit,
and include detailed specifications.

The IFB will include a liet of construction units and the quantity of
each which will be reused ci1 retired {.om the existing electrical systein.
The contractor will remove units to be retired {romthe oystem and return
all of the material to the designated PLN warchouse,

The contractor may at the completion of the project turn in for credit,

at designated PLN warehouses, small amounte of new materials which are
surplus to his needs. PLN will puvchase thie waterial at the contractor's
demonstrated cost delfversad to his warchouse.

The coastruction contractor shull be responsible for timlng of arriveis
of adequate quantities of materials and equipment as the constructicn
work progresses, for inspection of macverials and equipment which he has
provided, for handling, propesr storage, and utilization of all materials
ané¢ equipment at the proisct silze =znd for assurilrg that work performed
1s in accordance with approved construction gtsidards and specifications.

3. Shipping, Customs Clearance, Haniling and Storage

In sccordance with A.1.D. practice, at icast 507 of eligible
items will be shipped on U.5., flag vessels, the standard marine insursnc:
provisjion will be included in the loan agreement, 8 GOI commitment of
foreign exhange will be required {or any ghipment on non- Cole Qi

carriers, and port charges shall bs paid with forcipgn exchange provided
by the GOI,

The consultant will be reaponsibie to obtain carliest poasible delivery

of items which he 18 tc procure for PLN's account, which he will

inspect and turm over to the ¢onstruction contractur, The construction
contractor will be responsihle for storage and handling of the mateiicls
andequipment purchased for PLN's account and that which he accepts from
PLN, and for control and accounting of existing facilities being retir:4
or diverted to alternative use. The construction contractor must

arrange time and delivery for all other {items and must assure that all
equipment and materials as needed are zimely avatlable, It will, theruiore,
be necessary to carefully schedule ghipping arrangemerts to avoid possitile
delays.
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In the past PLN has encountered difficulties in moving imported
commodities through customs. This appears o have been due to PLN's
inability to pay customs duty on shlpments. Since this is a loan
financed economic development project receiving support from the
National Development Budget, the GOI policy is to not charge customs
duties cn imported commodities and equipment. Therefore, no problem
is foreseen in obtaining customs clearancs.

h. Technical and Manggement Assistance and Training

a. Odbjective

Broad management consulting services will be provided
to PLR central organization as part of the IDA loan for Djakarta
rehabitlitation. The tachnical and management esuistance and
training for this profect wiil be focused upon PLN Region Xi, wiil
be coordinated with and will support the management consultants
provided to the cent~al organizstfion, snd L1l emphasize both on-the-
job training in Hest Java and participant training in the U.S.
and third countries for key PLN persnnnel.

b. Arrangements fer Technical and Management Assistance
and Training

To permit flexibility, management control and contivnuity
for this electric utility system, we belleve it is desirable that the
project englneering service, and technicel nud management assistance
and training be included in a single contract. All of the training
will be completed during the pericd =f the rehabilitation project.

An important aspect of the manegement services will be coordination
with the IBRD management consultants wcrkiag with the PLN central
organization on broad manegement and institutional reforms, and
this is part of the scope of work for the consulting engineer.

¢. Scope of Technical and Mesnagement Assistance and Training

The consultant will provide general utility specisglists
who will train PLN personnel at the operstional level. The
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consultant will furnish and supervise long term specialists to
agsist with the training program if required.

The consultants specialists will have broad experience in
distribution and transmizeion management, operation and maintenance,
system protection and relaying, system standards and safety codes,
comrunication system operation and maintenance, accounting
proceedures, parts management iaventory and record keeping and

rate billing proceedures.

5. Participant Training

It 18 planned to train seiected PLN personnel, principally
through work experience at operaiing utilities in U.S,, to
develop skills in systems operations and maintenance equipment
procurement and accountability, &nd utility accounting., The
training period for any emplovee will probably not exceed gix months.

Participant training i3 recommenced for the followingz classifications
of personnel:

Distribution Systems Superiateandent

Transmission System Superiantendent

Accountent

Equipment and Supply Management Control Superintendent
Syatems Overation Superintendent

System Communications
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INDONEST A

PERUSAHAAN LISTRIK HZGARA (PLN)

Assumptions for Financlal Foracastis

The following assumptions were made for the financial forecasts

olaotricity sales would incresse at the rate of 10%
per anmua up to 1975 and beyond 1975 by 1L¥;

tariffs would be adjusted to incrosse revemes by 25%
in 1973 and 1975 and g further 15% in 1978;

labor costs would doubdle in 1972 as a result of
adJuatments of PLN's zalary scalces in lins with other
Government salariss;

naterial costs (for mainlensnce) would increase at &
rate corresponding to the estimated increase in
electricity sales i.o0. 10f per anmm up to 1975 and
beyond 1975 by 1L%;

rovision for bad dobis would increase by 3% per anoum
from 1971-197h, ther by 1% in the fellowing 2 years.
Frea 1977 on no provision has beon mede;

deopreciation has besn calculated on sll new azsets
based on an estinmated life of 30 yoears in ths absence of
any detailed information on essots. Assetis in service
prior to 1972 have been doprecizted at the rate of 10%
per annumj

an interest rate of 7% por snnam has bsen applied to all
borrowings, and debt service has heen calculatsd on the
basis of annuities over a period oi 25 years including

5 year grace. 1972 borrowlngs have besn treated as
Government equity since it i3 not expectied that the
transfor of assets will te ocompleted much befors the end
of 19723

the Govermient would offsei PLN's tax lisbiliitles of
approxinately Rps9 billion (US321 million) against its
unpaid elactricity bills amounting to Rps7 blillion
(US$16.7 million);

the existing and the proposed oredit from tho Asasocciation
would be transferred to PLNK by the Govermment as squity; and

all existing assets as at Dacember 31, 1972 would be repre-
sented by Govermment equity in PLN. No¢ provision has been
mede for any dividends to be fixed ¢r declared on the squity
up to 1530.

April, 1972
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PROFORMA STATEMENTS OF SOURCES AND APPLICATIONS OF FUNDS 1972-1680 (in billion Rupiehs)

INDONTCIA

PERUSAIAAN LISTRIX NECARA (PLN)
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POJECTED GROWTH IN POWER CONSUMPTION IN PLN REGION XI

The forecast for each class of sale consists of two steps --
the evaluation of the probable 1975 load level with all restrictive
conditions removed, and the estimation of the probable growth trend
for the duration of the study period,

A final and most basic assumption In the load forecast is that
there will be improvement in real income per capita, The outlook for
the regional economy provides the basis for believing that this 1is a
valid assumption,

Regidential Sales

For the group of four complecely rural branches of Regilon XI,
Tjiandjuxr, Purwakarta, Garut and Tasikmalaja, 21.27% of the households
were residential customers in 1970. By 1975, under present conditions,
acceptance woild improve slightly to 21,9%. However, the estimated
effect of adding customers on the waiting list, combined with the
addition of the Subang System to Region XI, resulted in increasing
1975 acceptance to 29.3%. UWith a fixed service area, it was estimated
that acceptance would increase to 61% by 1995, which would mean that
residentiel customers would increase at an average rate of 5.27 per
year.

From 1975 to 1995, our forecast assumed that each 5-year incre-
ment of new area being serviced would be added to the system at an
initial acceptance rate of 177 after which it was treated as part of
the established area with a customer growth rate of 5,27 per year,

This successive introduction, throughout the study period, of relatively
large blocks of new service area at a low initial acceptance rate acted
ag a powerful retarding factor on the increase of the acceptance rate
for the area as a whole. Tor the group of four rural branches,
acceptance increased from 29% in 1975 to 357% {in 1995. It would be
completely unrealistic to expect a rapldly rising acceptance rate in

a rural service area which was at the same time rapidly expanding to

new areas with relatively low levels of income,

For Bandung and Tjirebon branches, the foreczst of residential
customers in the Kabupaten area was developed by the same method used
in the group of rural branches, In the municipalities it was assumed
that only 607 of new households would be residential customers, slnce
many households would be located in bulk-metered apartments, presumed
to be commercial load, and & few low income houses would have no
electrical service, In support of this position, there were about
271,000 households in the city of Bandung in 1970, but there were only
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76,400 residential customers, urban and rural, in the entire Bandung
branch with a totali of abhout 402,000 households,

The 1980 Torecast incliudes an additional 43,000 customers,
(200 of the 1975 base), who we project will subscribe to PLN service
as a8 regult of anticipated reductions In the current very high
{nstallation cbarges,

R-rate use per customer dropped from 1599 and 1577 lwh in 1966
and 1967 to 1476 and 1347 kwh 1 1268 and 1969, increasing to 1409 kwh
in 1970. The decline was probahly the result of a4 rate increase
effective in May 1668, Our forecast assumes that R-rate use will
increase at 1.0% per year teo 1975, and at 5.0% per year for the balance
of the study perlod,

As noted, high tranamisclon and distribution locses have resulizd
in serious low voltipe coaditions i all parts of the system during
high lo&ad perlods. Averezge minimurw veltages on di tribution feeders
in 197C raaged from 107.5 vilts in Tjlrebon branch tc¢ 93.5 volts in
Garut branch, Under such conditions, power consumption is seriously
reduced during high ioad periads., in 1575 our forecast assumes that
the correction =f low veolrage conditions will result in a2 20% improve-
ment Iin average armual uvge of sll residential customers,

A third group of residentia’ cuvstomers are those who would normally
be 5-1 customers, but who will beo divevicd by the S-1 freeze to the R-1
(or equivalent) ~-ate., Our torecast =ssumes that the revised rate
structures wil! alicw this group a minimum taking of 1200 kwh per year
(maximum under the >-1 rave) and that the average annual use of these
customers will lncrease to 2250 kwh by 1995, The aanual use of this
group will tend to remain well below .ae use of the "regular' R-rate
customevs previeouvsly _iscussed, duz v the dilution effect of large
numbers of customers joining this -roup as & result of expansioon of

&

the service area. 'The S-1 is a heovily subsidized ' scceilal” rate.’

N

Commercial Sales

The principal commercia: centers of Region XI are its municipalities,
Bandung snd Tjirebon, but the principsel rural centers such as Sumedang
and Purwakarta are also commercial centers for the surrounding towns,

The growth of commerciat load in Region ¥1 will depend on a mmunber
of factors, including as most importart: household formation in the
area served, expansion of the area setrved, improvement in real income
per capita, a lower level of electric rates for commercial customers,
improvement and modernization of commercisrl ezstablishments, and expan-
sion of the business community in urban centers.



ANNEX X1, Page 3 of 5

In all PLN regions, ccertain groups of customers providing service
to the community - such as schools, mosques, churches, convents and
hospitals - are served on the very lov $-2 rate which 1is similar to
the S-1 rate in that it is a "soctial' rate, and heavily subsidized,

At the present time, the other commerc'al custemers must purchase

their requirements frem PLN on the high, restrictive K-rates, and are

in effect subsidizing part of the service to S-1 and S-2 customers,

This condition exerts a retarding effect on commercial load growth;

only with promotional rates {ree of subsidies will individual proprietors
be able to modernize their establishments and still remain competitive,
Our forecast uassumes that such rates wiil be in effect by 1975,

GCovernment Sales

Ag shown on Table 4-5, th¢ growth of sales to govermment has been
inherentiy stable and unaffected by economic fluctuations. Economic
growth ir. this sector %s not closely correlated witih electric production,
However, the amnua® growth vate from 1966 to 1970 was 10.37% 1in Bandung,
but only 4.5% in other branches of Reglon X1 except Purwakarta, where
sales 1increased zbruptly to much hizher levels due to the installation
of the 5 MVA Tiurug pu.ping station as part of the Djatiluhur irrigation
project. These differences recuired that the three areas be forecast
separately,

Our forecasts a:sume .nic =sales to eovernment will increase from
1970 to 1975 at an aversge enaus: rate o 9% for Bandung, 107 for
Purwvakarta and 4.5% for other branches of Region XI, with a general
increase in 1975 of 10% for voltage improvement,

Also in 1975, the lrad levei »f che "Other Branches' group was
increaged by & millivn KWE to cover the improvement of facilities at
Tjirebon Harbor, as reported la toe waiting list of September 21, 1971,
Srom 1971 tc 1995, e s8low moderac:on of the growth rat~ was assumed
for Bandung and Purwzkarta,

Industrial Sales

With the exception of plants processing agricultural products,
industry at the present time is :>oncenrrated in the Bandung area of
Region XI. Out of a total of 1952 industrial custemers in the region
in 1970, 1109 were in the Bandung branch and accounted for 76% of total
Industrial kwh salee. The prospect 18 thzt Tiircbon will also become
much more industrialized in the acar f.uture.

By 1969 industrial sales had completc.y recovered from the effects
of the turbulence of the mid decade and a surther gain of about 25%
was achieved in 1970, nearly all cof which represented increased pro-
duction of textile plants in the Bandung area, To this must be added
the increase in textile production by hoth new and exlsting plants that
generate their own requirements,
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The wait.ng list of concerns which have applied to PLN for new

or added industria! service repvesents 2 potential increase of over

300% in PIN's industrial power reaiirement <,

generation capaclty in Regilon X1 is
PIN {industrial sales,

The forecast of {ndustrial use
Development Forecasts)
will take place by 1975, for
industxial sales are expected i -
industrial self-generation, sup
industrial development,

indicaces that a
the ba
catlonr
erimposed un A wore

In addizlon, the captive

aprroximately rwice that of current

.T. Mailn {(Economic

v iundustrial expansion
st;dv pﬂfiod Region XI
eplecement of
normml rate of

prepared hy {
vary bhedv
the

orndial
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»

rha

In terms of 1970 leve the iorecast for Tiizebon shows the
greatest degree of indusirial expansicen and divnrsifica*iOﬂ In addition
to a foundry, the waiting list of electr’c power uv:=rrs includes a rein-
forcing rod factory, & f{evtiitizer -lant, & tlour ﬂlrl, a compost plant
and a medium sized texiile plant.

Total Saless, Unaccounced for and Fet Produc: ion

"Unaccountea or'’ 17 ot buiacinz oem betiner toral sales and
net producticn, and in~igdes ~vincipaiiy, transmission and distribution
line losses &nd energy used in 7PLN faciliries ctine. than grneraclng

stations, In the five year:

varied between 3 sgnd 447 o1 o
5-1 vate consumption, thc LufE
which are due to ovevioaded rrva

Unaccounted lor
adlu=tment to levellize
These high losses,
systerms, are

ve,

32Y [ad 1’

{L

the direct cause i iow vo;tages pOOT SETViIc, & ﬁocuced consumpt ion
by customers., Bv 1475, when our forecast assnme 2 new transmission

svstem sud vehabliitated distriiation 4y the pr LvtiL;] ioad centers,
Unazccounted [ov wili he wuck lower 75 relatison to cales, Based on
experience on cthev systems withh J~ax ceniars nﬂﬁ“:ai by overhead
transmission, our forecagt assumss that Uneccountea ¥or in Region XI
will be 15% of votzl sales, or 137 of val asroduciion, after 1007 load
capability i: attained.

The projected lcad forecast tc. “ectenr NI is shown in the following
table., This rrojection has veer ured “ov the ecoi.omic evaluation of

the proposed Bandung-Tjirebon iiste

The Charles T. Main study
between growth in GNP and electric
per capita incomes of leegs than 5.
projections shown here. 1t ind:cat
consumption of at least 107 is
grows by 5-67 p.a. Tor this reaczor
been projected at 10% p.a. in

=52

15

VT

aresentes

HE D
L8031 0ns.

of the correlation
con~umption ior countries with

an analwvais
powWey

7, 1hls snalysis corroborates the
es that a. anuel increase in power
Aoty o e actained whien GNy

rost 1950 power consumption has

th» economic anzlysis,
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Residential
# Customers {1000} i44.3 14,0 150,k 151,09 1837 218 WA, a0 876 te
Kwh/Cusiomer 92 9.9 acn [} 9% Lot 1A pan 2370 PN

Miliions Kwh 132.938 V36.u7d 136,140 PEL - HEAV 2 0.3 ey L. H 1178 2.0 Jolb il.4 R

x cresal
# Cuvstomers (1000) 10,23 9.Cn 8.3 84.78 oaa IFLY AR 7.4 el
Kwh,'Customer 2492 2] 1156 RE-3Es BRIIA 5.00 bI00 ARl [RCRTNY
Millions Kwh 2:.4148 19,240 17 fdl i [ - o Wd i3% Tl 284 1o
Govemmenl
Millions Kwh 23,734 75.248 20,803 R AT TE 8.1 i VL 167 TS A 7.4 ii

Industiial
Miilions Kwn 47.:9% KRN S0, 867 48,1007 KSR IRV PR 1.7 o« 9 L. AR 8.7 1103 7.6 peat

Ioedn FURTE! o dia Lo 267 R 5 .. & 1 o i
eI . .28 s . Lt . -
226,197 Dol 2580 T chiat U T 1357 16,9 2008 1 2
sounted For
Miltione Kwt ss B74 VN 2 [ [ i 104 raz ey b
% Salc:o 300 R VR, I ANV LI A E 15,0 14 1y,
Het fxoduy
Milllons wh 304 207 o 17 R inooml St VR i IR 1.3 A R ‘
H.U. of Peak R3] SUL B I G918 0% s Cpne
Pook Load, w 6,7 5.7 249 o Lo 15 1.7 Mg bead sle 1.4 as 10,6137
LT .68k Y : Cooo iR
loee West Jeva Fower Systiem: Iong RPange Plan
306,677 NG, 752 . 64143 ¢t has. T. Mair Internmational Inc. Draft Finel

H U, of Peak 5900 Tazy 57 52t DG wenart - areh 1072)
Peak load, MW L2.0 L1.0 o

Tiirebon
Millions of Kwh

- . - M & v -
Peak Load, MW 121,35 el 214.0 10T 3530 5930
B - . X - Far.
16 16", 49 3 56 111
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ALTERNAT IVE METIIODS CF SUPPLYING PoWii TO_TJIREBON

Considering Alternative 1, a generailon expansion plan was developed
by Charles T. Main (Feasibillity Repcrt on Transmission Lines) using
diesel generation in the early stage o1 development followed by gas
turbines and steam thermza. unite (n 1388-1990, when the load is of
gsufficient magnitude to absorl economulc unit slzes, Fuel costs were
computed using a productilon costiny propram whach simulates loading
of each unit in the sysiem l: such 2 wiy as to optimize fuel costs,
Diesel fuel was used for zas turbiacs and dlesel mits and residual
cll for steam units, uvsing woold wmavk s prices prevailinz at the end
of CY 1971.

Alternative 2, the inicgratec <ovelepaent, riequires rhe construction
of about B0 miiea of double cilicui: transmiesion aud tl.e 2stablishment
of transformerion in the Tjireborn area to zupply the 1sads in that area,
The energy supplied from cautral ~reer is cvalusted at 3.8 mills per
KWH which ls 2 composi.e .ate s@sming Yo o tners2l and hydro generation.
The evaluation of capacity requive =+ 1y ' ¢ Djakarce area for supply
of the Tjirebon loadse was wede by C.V. i#in <a the basis of supplying

of 3175/KV (this 1s an average

tercst during zonstruction),

An evaluation of the two alterns.oi e2¢ was masd. by comparing the
present worth of annual coate of each alternative. These annual costs
for each alternative includa Iinvestment, fusl and O&M expenditures,

The present worthe were computed {or < range of discount raceg. The
results show that integrated devceclooment wg i28s exuensive for discount
rates up to 30%.
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DIA ARTA —— INDONES{A
No, '/fy?f /.“‘»i ;‘et/V/ 1972 JjRkarla, mfjia-y ,N&Q,_.Qm‘._‘.m,,,_ 197.2......
Enz) s

Mr. Richard M., Cas=.uin,
Director,
gency for Intewnsiloral Develo,miontg,
Anerican Embassy,
Djakarta, Indcnesia.

The Government ci e Toguasts from th~ Covernment
cf the Uni cd Staos le 0t s.vepteen miliion two
hundred thousawi o woilers [($317.2 million) for the
following purnese and subjiect vo the provisions herein-
after stated

I. Py ¢ fhe furelgn exchange cost
of 1imported a 1npeering, construction and
training se:vices reguired To zehatiiitate and expand
transmission zvd oilstributicn “oc-o:ilaties in the West

Java electric power y LG, ically, the project
provides for enzineeting design and construction of a
150 KV double ¢ircu:t Tyvanswui i 1ie on steel towers
linking the citics o7 F.ndung, Jjir<hon and Tezal, a
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total distance of 136 wmilsc, The Trovsmission link wili
include substatinn terminael facilirties at Boydung and
Tegal and 150/20 &V =topdews substation at Tjirebon,

The Bandung terminus w1ll connect with the existing

150 KV liine frown jatslubar, and the tegal terminus

will intcrconneca ~“1th the propecsed 150 KV double
circuit Ketenger .in~ (6 b2 con<t-ucred under AID Loan
497-11-025. Th ;o0 noadditsion will include dictri-

£

N s
bution rehabil:itation aad expansion of Ffacilities ax
Tjirebon, the transnissis Tonnecting center bLetweel
Bandung and Tegai ~2nd o prircipal West Java load coenter.
The transmission iiie¢ {:.. Tegal to Bandung will 1ink
the Central Ja.; end west Jov ower systems and provide
the facilitjy to FANST T powery tween both 1egions.

The project wili rvovid:s . ex ted and dependable hase
for further expausicn of toc entl:e Central and Vest

Java power systéx ' 1y the expaasion in genera
tion to be provide Il Java under AID lLoan
497-H-024,
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A NATIONAL DEVEILOPMENG PTANNING AGENCY Cable 1 Bappenas

D)k
REPUBLIC OF IMDONLESIA Phone : 48:'5;3‘?;96!-
2, DJALAN TAMAN SUROPATI 52966

DJAKARTA — "NDONESIA )

Djaksnts, . 19

2. Projecct Justiflcation: There is no transmission
link at the present time between Central and West Java,
and the existing link to%wecen Bandung and Tjirebon cannot
carry the already expandinrg load from Djatiluhur to
Tjirebon. Tjircbou itsclf is limited by distribution
facilities - unabtle cven to meet curront load requirements.
To provide adecquate ‘and recliablie clectric power,service
is essential to the economic development of this entire
area of West Java, parvrticul:rly for the city of Tjirebon.
The ca,.s’)Hshlﬂ,5 of 2 linl between tha West and Central
Java systems ig¢ a basic reguiremenc to long range effec-
tive growth of the totul e.cctric power system, and
specifically is essential for efficient use of the genc-
ration facilities to ee .coactructed in Central Java and
West Java,

3. Cost Data @ Jc¢ is estimated that a total of
US$ 23.0 millicn wil!: be ¢Xxpanced ¢n the proposed projent.
Tnis cost is broken duwn as follows: $17.2 million fron
the loan proceceds to cover the cost of imported, U.S. or
low income country capital equipment and rclated engi-
neering, comnstruction 2and training services. Rupiah in
the estimated equivalent of U535.8 million will be provi-
ded by the Government of Indonesia to meet locel surrency
expenditures in connecticon with the project. Deta.led
cost estimates of the proposed project are being provided
by the Chas T. Main ocngineering firm, consultants to PLN.
Such data are included hersin by Lexe ence. Chas T. Main
has supplied preoliwminary cost data, and these have heen
reviewed and concurred in by the Goverianent of Indonesia.

4. Availability of Credit frosm Other Sources: Other
sources of finance for this project are not avaslable to
the Government of Indonesia a® zresent nor anticigpated
in the near future. Funds available from other donor
countries have been allocated or are planned to be allo-
cated to other priority proiects within the indosesian
Government Five Year Plan,
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- PHASE 1

WEST JAVA THANSMISSIOH Al

CBRTIFICATION PURSUALY TO

SECTION €il (») OF THE

FORLIGN ASSISTARCE ACT

OF 196, AS

AMENDED

i, Richard M. Cashin, tnhe principsl

among other things:
A

the exisience o an iBYy

of managzement asgiz‘nnre Lo ik
cement, operations, rate gtructure,

thorough reform <f - K's macage
etc.;
k. the

inn1usiﬁv 10 et Ling AlD
assis i

..-,-.--‘--v-.— g al

derived from Lnnsce ~arviod
project;

C. the constructive
expressed ia oo
for PLN and the st SO
operation ardg fi;ﬁx:tzi adze nder
D. the inclusi-:. in sub- -0t
for system supervsigin., operavion
tor planned rrojieetl implemer-ation
£. the inclusicn i:n sunicoe fdiiia*
tfor AlD-financed enginevr :L I

preparation oI speciti
services, and super-is:

-r
SIS S lias )

do hereby certifyv thal in ay
Iindonesia will have the finng-.
capablility to implement, muinu:

capital assistance project.

o

This based on e Jacts

Judgment is

1. The Government cf Inds
promised Lo La.e Loe

agreements *elafiug t o
agree Lo the ovligatlic:

for subjec:

-
v

pYo 2ot

~fficer of
Internationnl Developrent in Indonesia.

G

SRS TR

a7 n

the Agency for

raving taken into account

s encompassing both large amounts

entral PLN organizaticn and a

~~rital assistance projects of

< ;‘:Vt:illﬂ.ll" 8

tral

to implement reforrs
PLN under the IBRD

sovernment cf Indonesia, as
proposed 1BRD reform program
‘rease PLN's sutonomy of

rze from budget support:

rapital acsistance project of treining

2:d maintenance and of provisions
and loeal currency availabilit--:

agsistance project of provisions
vices to carry out design,
contracting for construction

onevruction,

resh PLN and the Government of
11,7 and the human resources

ut:lize effectively subject

21 ;/jl‘z

LN are ta ing or have
: measures oontained in the

No. 169 IND and will
fncluded in the authorizsci - n

. e
Sredlrn
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Adequate planning for project implementation and sufficient
financial support for timely project execution will be
provided if the Government of Indonesia and PLN comply with
the program set forth in the Capital Assistance Paper.

Implementation of this project will be based wpon AID
approval of engineering and construction services, including

design, preparation of I1FBs, bid awards, and contracting for
services and prosurement.

The Government of Indonesia has further demonstrated its
adherence to sound business and economic¢ principles by
stabilizing the «¢conomy of Indonesia,

A\ e

Richard M. Cashin
Director, USAID Indonesia
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WEST JAVA TRANSMISSION AND DISTRIBUTION - PHASE I

COUNTRY TEAM RECOMMENDATION

Subject loan will be of substantial economic and social benefit
to Indonesia, will constitute an important portion of the United
States Assistance program in Indonesia and will be consonant with
the overall United States objeciives in Indonesia. Therefore the
Country Team recommends approval.

Richard M. Cashin
Director, USAIb Indonesia

_(i A (’G \\‘( ! g /“’i’(’{ [ v‘_(‘)\-\;’(&\l'-f\__
Erland H. Heginbg$ham
Counselor for Economic Affairs
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STATUTORY CHECKLIST

i e ot St e i

I, GOUNTRY PERFORMANCE

A. Progress Towards Country Goals

le ?Aﬁrgswaﬂl(b)(S) 201(p)(7),

08, Diacuss the

extent to which the country ist

(a) Making appropriate
efforts to increase food
production and improva
neans for food storage and
distribution.

(b) Creating faworabls
climate for foreign and
domestic private enterprise
and investment.

(¢) Tnereasing the people'!s
role in the development
process,

(a) Indonesla is giving priority
attention to projects w hich alm at
increasing food production, parti-
cularly the production of rdce.

The Jovernnent has included over

90 technical and capital assistance
projacts in the fields of Agricul-
ture and Irrigation in its priority
list of projects for fiscal year
1972/1973s The majority of the
zhove projects are directly con-
corned with increasing food pros
ductiony &nd improved food storage,
distribution and marketing.

(b) The GOI enacted a comprehensive
lew with built-in incentives for
engouraging foreign cepital investe
ment, concluded sn Tnvestment Jua=
ranty Agreenent with th: UeSe

Cradits
are extended at favorable terms to
importers of capital goods and up
.2 five=year tax credits may be
obtained for new investment in
piant and facilities subJect to
negotiation.

(c) Although the Jovernment owns
the majority of the large enter-
prises the flovernment is encou=
raging private domestic investment.
Officials of State Enterpriscs are
recelving more freedom in manage-
ment and some State Enterprises

ara being converted to privatas



(d) Allocating expenditures
to development :ather than to
unnecessary military purposes
or intervention in other free
countries! affairs.

(e} Willing to contribute
funds to the projeet or
pEogran,

(1) Making economic, so«iali,
and political reforms such

as tax collection imnrovements
and cnangesin land cenure
arranement; and making
proeress towarl respect for
the rule orf law, freedom of
expression and of the press;
and recognizing the lmportance
of individual frecdom initi-
ative, and private enterprise,

UNCLASSIY IED
ANNEX xvI, Page 2 of 19

covporations. Political parties
have been active, press has had cone
piderable freedom and national
elections were carried out in July
1971. The Parlliament is playing

a significant role in the budgetaxry
process inasmuch as ths annual
budget must be authorized by Pare
lisment and axpenditures reporitsd
in an "Annual Report of Budgzetary
Accounts! ,

(d) with the ending of confrontation
with Malaysia in 1966 the Suharto
Administration reversed the foreign
interventionist policy of the Sukarno
regime. Millitary expenditures have
been sharply reduced as the governe
ment has concentrated the nation's
domestic resources == and foreign
aid receipts == on achieving oecone
omic stability and starting en
ambitious development program.

(e) The cooperating (overnment will
contribute loecal currency from the
development budget to meet the loeal
currency exrandilture requirement

of the proje.%.

(£) and (g) Indonesia has made signie
ficant gains in freedom of spesech and
of the press under ths Suharto Govermn-
ment, Major economic reforms have

besn instituted with IMF/IRRD assist-
ance, Inflation has been curbed end
the country has stablllzed prices and
exchange rates. Effective December

9, 1970 the GOI established one uni-
Torm exchange rats for all types of
foreign exchange. Cn August 9, 1971

to reduce the trade gap, the Rupiah
was devalued by about 104 to Rp 415/
ISl and has remained stable since



He

(&) Responding to the vital
economic, political, and
social concerns of its people,
and demonstrating a clear
determination to take effective
self=help measures.

Relations with the United States
le FAA B620(c¢). Is the governe
ment lndebted to any U.S. citizen
for goods or service furnished or
ordered where: (a) such citizen
has exhausted available legal re~
medies, including arbitration, or
(b) the debt is not denied or
contested by the government, or
(¢) the indebtedness ariges under

guch government!s, or a predecesgor's

unconditional guarentee?

20 FAA 8620(d), If the losn is
intended for construction oy
operation of any productive entere
prise that will compete with U.S3,
enterprise, has the country agreed
that it wlll establish appropriate
procedures to prevent export to the
1.3, of more than 20¢ of its enter-
priset s annual production during
the life of the loan?

ULCLASSIF 12D -
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then. The rate of inflation hLas besn
reduced from 636,L percent per annum

in €Y 1966 to 6.9 in CY 1970 and an
estimated 2.4 in CY 1971, Tax revenue
in real terms has increased eadch year
at the rate of 10 to L0 percent since
1967 and iu projected at the rate of
31 percent for FY 72/73. Approximatee
ly 13.2 percent of the development
budget is devoted to the soclal field
which ircludes education, health, fame
ily planning, housing, manpower, soclial
welfare, drinking water supply, culture
and religion, The cooperating Govern-
ment has ancouraged self-help projects
guch as Food for Work and other irri-
gation and road bullding projects care
ried out throush its Departmwent of Mane
power,

620(c) We are not aware of any cases
that make Indonesia ineligible under
this section.,

620(d) The enterprise to be assisted
by this loan will not compete with
UsS. enterprises,



3. FAA 8620(e)(1). Has the country!s
government, or any agency or sube
division thereof,(a) nationalized
or expropriated property owned by
I'eSe citizens or by any business
entity not less than 50% beneficial-
ly owned by 11.S. citizens, (b) taken
stepa to repudiate or nullify ex-
isting contracts or agresmen%s with
such citizens or entity, or (¢} im-
poses or enforced discriminatory
taxes or other exactions; cr re-
strictive maintenance or operation
conditions? If so, and more than

six months has elapsed since such
occurance,ldentify the document in-
dicating that the government, or
appropriate agency or subdivision
thereof, has taken approprlats steps
to discharge its obligations under
international law toward such citi=
zen or entity? If less than gix
months has elapsed, what steps if
any has it taken to discharge its
obligations?

L. #AA_8 620( 1), Has the country
permittad, or failed to take adequate
measure to provent, the damage or de-
struction by mob action of U.S. prop-
erty, and failed to take appropriats
measures to prevent a recurrence and
to provide adequate compensation for
such damage or destruction?

5. FAA B620(1), !llas the government
instituted an investment guaranty
program under FAA 8221(b)(1) for
the specific risks of inconverti-
bility and expropriation or cone
fiscation?

UNCLASSIFIED

ANNEX XVI, Page L of 2%

620(e){1), The majority of businesses
and property owned by U,S. citizens
which was nationalized during the
Sukarno rerzime (principally in 1964
and early 1965) has been returned
to U.S. owners or mutually accept=
able setilement negotiated. The
Government of Indonesia has indie
cated its willingness to return the
remaining nationalized assets in a
Fresidential Decree dated NDecember
L, 1966,

620( §). The country has not so
permitted nor has it failed to
take adsquate measures.

620(1). Yes.



b. Fih B620(0). Fiahe:nggls

.

Protectlve Act of 19514,g

amended, §ection_§ Has the
country seized, or imposed

any p:enalty or sanction against,
any U.S. fishing vessel on
account of its fishing activi-
ties in international waters?
7f; as a result ol a selzure,
the 1}.S8.G. has made relumburses=
ment under the provisions of the
i"1shermants Prote ctive Act and
such smount has not been paid in
full by the seizinyg country,
identify the documentation which
describesa how the withholding of
assistance under the FAA has been
or will be accomplished,

T. FAA 8620(q). Has the country

been in default, during a period
in excess of six months, in pay-
ment to the U.S. on any FAA loan?

H. FAA 8620(1t). Have diplomatic
relations between the country and
the 1'.S, been seversed? If so,
have they been renecwed?

relations with Qther Nations agg
the ..

l. FAA 8620(1). Has the country
been officially represented at
any international conference when
that representetion included

planning activities involving
insurrection, or subversion di-

rected against the U.S. orcountries

receiving 1.S. assistance?

UNCLASSIFIED
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620({0). No.

620(q). No; however, repayments
have been rescheduled by Bilateral
agreement dated 3/16/71 in accor-
dance 'ith terms of the Paris
Agreed Minutee of April 2L, 1970,

620( t) NOoo

620(1). We have no information as tic
any such repregsentational activity.



2. FAA B620(a), 620(n). Has the
country sold, furnished, or
permitted ships or aircraft
under its reglstry to carry to
Cuba or North Viet<Nam items

of economic, military, or other
agsistance?

Je iﬂ_Aj()ZQ(u)i t’\ppe 5}:990 What
is the status of the countryts
T.Ne dues,; assessments, or other
obligations? Does the loan
agreement bar any use of funds
to pay U.H. assessments, dues,
or arrearages?

D. Military Situation

1. FEA 8 620(4i). Has the country
enzaged in or prepared for aggres-
sive military efforts directed
against the 1l,S. or countries
receiving U.S. assistance?

2. FAA B620(8). What is (a) the
percentage of the country's
budget devoted to military pur-
poses, (b) the amount of the
country!'s foreign exchange
resources used to acquire mili-
ta ry equipment, and (c) has the
country spent money for sophise
ticated weapons systems purchased
since the statutory limitations
became effective?r Is the country
diverting U.S. development
agsistance or I'.L. 480 sales to
military expenditures? Is the
country diverting its own re-
gources to unnecessary military
expenditures? (¥indings on

these questions are to be made
for each country at least once
each fiscal year and;, in addi-
tion, as often as may be re-
quired by a mateiial chanpe in
relevant circumstances,)

UNCLASSIF TED ,
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(20(n
620(a) We have no information of
any esuch action by Indonesia,

App B 108

620(u), Indonesia is not delinquent
with respect to U.N. obligations,

The loan ugreement limits the use of
loan proceeds to importation of goods

and services of A.l.D. (ieographic Code
9Ll (Selected Free World).

620(1). No,

620(3)s (a) The Department of Defence
portion of the State Budget has ranged
from & high of 33%¢ in GY 1967 to a low
of 23% in the FY 1972/73 budget,

(b) We have no knowledge o1 any signi-
ficant expenditures of foreign exchange
for the military. It is estimated that
less than 10% of the military budget
is allocated for foreign exchange pure
chases., Moreover, the Department of
Defence budget includes substantial
amounts for construction of roads,
bridges and other civil vork projects,
(¢) We are aware of no such purchases,
The government is placing primary
emphasis on economic development and
not diverting its own resources for
unnecessary military expenditures,



UNCLAGSIFIFD
AMNEX xvi , Page 7 of 1y

11 CONDITIGH CFf fE LOAN

A+ Jeneral Soundness

Tnterest and Repayment

le Eﬁ§“§§2Q;(d); 201(b)(2) «
Ts the rate of interest
exXesgive or unreasonable
for the borrower? ire there
reasonable prospects for
repayment? What is the
grace period interest rate;
the following period inte-
rest rate? Is the rate of
interest higher than the
country's applicable legal
riie of interest?

*inancing

1. FAA 8201(b)(1l). To what

reasonable terms be obtained

from other iree-world sources,

including private sources
within the UeSe7

201(d). Although Indonesials debt
burden is heavy, there has been very
rapid growth in real Government res-
senues and favorable economic perfor-
mance, With the high current level

of foreign assistance, it is recognized
that future debt burden will be heavy,
but a comprehensive agreemsnt provie

ding for the consolidation and reschedu-

ling of Indonesia's pre=-1966 debts has
been made between Indonesia and its
free yorld creditors, including the
UsSe The various donors agree this
would place Indonesia with a debt
burden for which the prospects of re-
nayment would appezr reasonable,
country terms of a LO~-year loan,
10=year grace period, 2f interest
during the grace period, 3% thereafler
pertain., The rate of Interest is not
higher tnan the country's applicable
legal rate of interest,

201(»)(1l). Loan assistance to Indo-
nesia is provided within the franme-
work of the Inter-Government Group
on Indonesia (INGI), advised by the
IBRD and the IMF. This project has
been selected by A.I.D. as part of
the U.Se. Govermment contribution tc
the I3GGI consortium and our partici-
pation in this project has been sup-
ported oy the IBRD resident mission.
Cther donors are also participating
in leoan assistance to the power sec-

! 1 ' — . .
tor (e.m. IBRP, FPG. Japan e&nd ADR)Y. Tne

"XTm Bank does not currently make
loans of this type in Tndonesia,



Keonomic and Technical Jounducess

1. <ad 88201(b)(2), 201(e).

o e vemed A

the activity's economic and
technical soundness to under-
take loan; does the loan
applilication, together with
information and assurances,
indicate that funds will be
used in an economically and
techknically sound manner?

2. 7aa B61(a)(1). Have
engineering, financlal, and
other plans necessary to
carry out agsistance; and a
reasonable firm estimate of
the cost to the 11,5, of such
acsistance, been completed?

Z. wAA BOLYI(VL); App. BLOL

a water or related lande
resources construction proe
ject or program, do plans
include a cost-benefit come-
nutation? Does the project
or program meet bthe relevant
:eSe construction stardards
and criteria used in deter=
mining feasibility?

L. FAA 8€l1l(e). 1L this is

a Capital Assistance Project
with U.S5. financing in ex-
cess of 51 million, has the
principal A.1.D. officer in
the country certified a. to
the country!'s capability
effectively to maintain and
utilize the project?

UNCLASSIFIED
A

ANNFX XVI, Page & of 19

Po1(b (0]

201(e). This loan will finance goods
and services for improved facilities
for electric power service. Facili=-
ties are expected to be effectively
utilized ana it is expected that the
system will be operated in a sound
manner., The jovernment has envered
into an agreement with a manajgement
consultant to make recommendations
regarding governing laws, asset re~
valuation; traffic schedule, employe-
ment practices and opsrating proces
dures, [nis loan agreement provides
for trainiag and technical assistance
in coordination with these reforms,

S1L{aY{1). Yes,

R

Apr, BITUI

611(b), This is not a water or rela=
ted landeresources construction proe
jectn

611(e). The certification of the
USATD Director is in Annex XTI .



ST T TR T Y
i "J.‘-;.JUJ

ANNTX XYI, Page ¥ of

r=i'*ion to schnievement of

enn,ry aud er;onal oals

“ountry (oals

i. ©An 83207, 2bl(a). 207, 281(a), 4 principle element of

this loan's relation to: this loan is technical assistance o

z. Institutions needed
for a democratic socie=
ty and to assure maximum
narticipation on ths

part of the people in the
task of economic develor=
ment,

b, Enabling the country
to meet its Jood needs;
both frrm its own ree
sources and through de-
velopment, with U.S.
nelp, of infrastructure
to support increased
agricultural productie
VilY,

c. Meeting increasing
need {or trained man-
POWED

d. Developing programs
to mest public health
needs,

PLM egion ¥I. Additional assistance
is being provided to the PLY central
organization under IDA loan, These
loans will require establishment or
PLN as a fully autonomous institution,
Development of capability by PLN per-
sonnel will be a key step in brunging
sbout, economic development through
the initiative of people within West
Jawva, Moreover, the provision of
adequate electricity itsell will pro-
vide a means for participation by the
people in the tusk of economic ,evela
otment.,

Tncreased electric 8service capacity

at the major distribution centers

will assist expansion or those foud
processing and distritution facili-
ties which are dependent upon electris
¢ity for their operation,

Technical assistance and training foc
PLN Rexion X7 will be carried out as
;art of this project.

Yo direct relation, Indirect bene-
fits to public health will be obtained
by making available to the public

such things as refrigerati-n, not
wabker, etc,



e¢ Assisting other in=-
portant economic, poli=
tical, and social devel=
cpment activities, ine
ciuding industrial de-
velopment; growth of
free labor unions; co=
operatives and voluntaw~
ry agencies; lmproves
ment of transportation
and communication 3syse
tems; capabilities for
planning and public
administration; urban
development; and mo=-
dernization of exist-~
ing lawse

2. 7AA 8201(b)(L). Describe
the activity's consistency
with and relationship to
other development activie
ties, and its contribution
to realizable long-range
objectives.

3. FAA 8201(b)(9). How will
the activity to be financed
contribute to the achieves
ment of selfes ustaining
growth?

ho 7AA 8201(f). If this is
a project loan, describe

how such project w ill prow
mote the country's e conomic
development, taking into
account the country!s human
and materiel resource rew

Quirements and the relatione

ship between ultimate objece
tives of the project and
overall economic develop=
mant.,

UNCIASSIFIED
ANNFX XvI , Page 10 of 7
The project will make possible sub-

stantial improvament in the basic
infrastructure of West Java, will facilitate
new comnercial and industrial enterprises,
There will be extensive training and im-
provement of bas fc labor skills associated
with the project, and there will ve en-
couragemsnt of new employment opportunie
ties, The project will be a stimulus to

the private sector thereby promoting ops=
portunity for more f{ree labor-manage-

ment activities,

2G1(b)(L). T'nis loan is given in a
multilateral context and furthere
Indonesiats ability to achieve longers
range Jdevelopment objectives through
providing reliable and increased
electrical power,

201(v){9), slectric power capacity is
a8 basic input in the infrastructure
and productive facilities necessary
for selfegustaining growth,

201(£). The activity would utilizs a
substantial amount of local material
and human resources in a manner contrie
buting to economic development produce
tivity, The provision of adequate
electric power will promote econemic
developmant by encouraging new comters
cial and industrial enterprises,



5. FAA B201(b)(3)e In what
ways does the activity give
reasonable promise of
contributing to develop-
ment of economir resour-
ces, or to increase of
productive capacities?

6. PAA g2LL(b). How does
the program under which
assistance 1< provided
recognize the particular
needs, desires, and capa-
cities of the countryts
neople; utilize the
countryts intellectual
resources to encourage
institutional development;
wid support civic education
and training in skills
required for eflective
participation in political
processess

7. FAA 8601(a). How will
this loan encoura e the
countryts efforts to: {a)
increase the {low of intere
sational tradej (b) foster
private initiative and com=
petition; {¢) encourage de=-
velopment and use of coope-
ratives, credlt unions, and
savings and loan associae
tions; {d) discourage mono-
polistic practices; (e) im-

prove technical efficiency of

industry, agriculture, and
commerce; and {f) strengther
free labor unions?

UNCLASSIRIED
ARNEX XvI, Page 1) of 14

201L(bY(3)., Increased and reliable
electrical power capacity will pro-
vide a necessary basis for economic
development.

281(b). This project will ennance

the expansion of industry and agri-
cuiture and make possible the crea-
tion of more Jjobs; i% will also
increase the availability of electrie
city for private consumption. The
project will make possible training
in basic technical skills for addie
tional personnel.

bul{a), The loan will facilitate pur=~
chase by the country of needed equip-
ment and services, The project will
stimulate industrial and commercial
activities ir such areas as agiicul-
ture, business, intermediate process-
‘npg of agriculture products, anc small
manufacturing, which will increases tls
nrcbable quantity and value of commos
dities available for export, will assist
indonesia in developing more scoprhnisti-
cated products which may be competiti.ve
in international trale and creaie a
demand {for mary new productg ani equip-
ment required for new commercial and
industrial enterprises and vrivate con-
sumiticn; (b) through improved oppor=-
tunities for new commercial and indus-
trial enteryprises; (c¢) no direct offect;
(1) no direct effect; (e) throuzh aveil-
abrlity of tetzer guality clectric -
wer service together with a prograsn oo
incresse electric power consunntion;

{1} no direct effect.



. FaAA 8202(a). Indicate
the amount ol money under
the loan which 1s: going
directly to private enter-
prige; going to interme-
aiate credii institutions
or other borrowers for use
by private enterprise;
being used to finance im-
ports from private aources;
or otherwise beiny usea to
finance rrocurements frcm
rrivale sources,

5. hAA §0L3(?)(?)e What

lepislative action is re-
quared within the recl-
rient countryy ‘what is

the tasis for a reason-
able anticipatlion tnat
such action will be com-
pleted in time to permit
orderly accomplishment
ol purposes of loan?

Re,<onal Goals

1. AL 8615, If this loan
is assisting a newly in-
dependent country, to what
extent do the circumstances
nermit such assistance to
te furnished thrrough multi-
latersl oryanizations or
DIHHS'.'

2, *AA B209. If this loan
i3 directed at a problem
or an opportunity that i3
regional in nature, how
does asgsistance under this
loan encourage a regional
development program? Vhat
multilateral assistance

is presently being fur-
nisned to the country!

ULCLASSIFIED

AUNEY ¥vI , Page 12 of

202(a)., The total amount of the loan
vill be used to finance procurement
from private sources,

011(a)( 2}, No lezislative action wi
be regquired as a condition preceden
to this louny

L1L
&
env

619, ¥ndoncsia is not a newly inde-
pendent country.

2U9, The loan is not directed at a
regional problem; lowever, it .s
being furnished in the context of
multilateral aid to Indonesia bty a
number of donor countries (the TG:31).
The assistance is being coordinated

with the =zdvice of the IBRD.

.
1%



Ce Relabion to U.Se eonomy

T T e,

¥mployment, Balance of
Payments, Private Enter-
prise.

1. FAA B8201(b)(6); 1R,
“15{th, What are the possie
ble effects of this loan
on 1"+S. econony, with

sr cial reference to areas
of substantial labor sur-
plus? Describe the extent
to which assistance is
constituted of 11,8, commo=~
dities and services, fur-
nished in a manner consis-
tent{ with improving the
T.S. balance of payments
position.

2. FAA s8612(b);636(h).
to assure that, to the
maximum extent possible,
foreign currencies owned
by the U.S. ard local
currencies contributed by
the country are utillzed
to meet the cost of con-
tractual and other seivi-
ces, and that U,S. foreign-
owned currencies are uti-
lized in lieu of dollars”

3. Fan 80601(d); app. 8115
Tf this loan is {or a ‘
capital project, to what
extent. hasthe Agency en-
couraged utilization of
engineering and professio-
nal services of U1,S. firms
and thelr affiliates? 1If
the loan 1s to be used to
finance direct costs for
construction, will any of
the contractors be persons
other than qualified na-
tionals of the couniry or
qualified citizens of tne

'.5.,7 1f so, has the re-

Guired waiver been obtainedv

JNCLASSIFIED
ANNEX XYI , Page 13 of

102, Fifth

201(b)(6). The goods and services
financed by thie loan will be ob-
tained from A.I.D., Geographic Code
941 (Selected Free World). It is
anticipated that the 1.5, will
supply & aabstantial amount of
goods and services under the loan,
In addition, increased electrical
power availability will create a
demand for industrial and consumer
goods which may be imported from
the 1 s Sale

512(b), 636(h). Local currency pro=-

vided by the 0I will be used to meet

locai currency neede of the prcject.

Aop § 115

601(d). All goods and services
financed under the loan will be
from A.Y.D. 3Jeo-raphic Code 94i.

19



. FAA &603(a).  Provide
;ninrmatlnn «n measures Lo
be taken to utilize U.S,
Cuvcrnment cxeess personal
property in licu of the
procurement, off new items,

. VFAA §002, What efforts
have been made to assist
U.8. small business to
participa.e cquitably in
the turnishing of commd-
dities and services
inanced vy this lcan?

G. FAA G621, 1t the loan
providos technical assist-
anee, ow is private enter-
prise on o contract basis
abiticzed? 1 the {acilitico
oft other Federal afencies wi
ve utilized,
Lhey partlaujariy suitable;
are they competitive with
private enterprise (if so,
explain); amt how can they
Le mad. available without
undue interiercnce with
domestic programs?

7. TAA §611(c). If this
joan involves a contract

iy construction that
oblipates in excess of
£100,000, will it be on

a competitive basis? I7
not, are there factors
which make it impracticabl~?

Y. FAA §3601(b). Totality
e offfort by the President
ity host country Lo encowrare
and acilibate partica-
satzon of private entoer-
prise in achioving pur-
soges ol Act.

in what ways are

HHCEASS L LED
ANNEX XVI, Page 1h of 19y

(0D3{n). U.8. Government excess property
wiil not be used for this project, in
view of the particular specifications
required for project components.

60, The Loan Agreement will conta i;

a provigion that American small bus
ness will have an copportunity to p¢r i'
cipate in furnishing eligible items,

.

'. The entire project implementation
will be carried out by private enter-
nrisc under loan financed contracts con
the basis of applicable A.I.D. regmula-
tions,

11(c). Yes, construction and ccmmodity
procurement will te awarded on 2 compe-
titive basis,

~1{b), Privatc enterprise being utili-
zed to maximon extent practicabie on
this project.



ST AVAILABLE

Procurement

foo FAA 860N (a). Will commo-
dity procurcrenl. be re-
atricted Lo 0,8, execopt

ac otherwise delerimined

by the President?

e FAA SOON(L). Wili any
part of this loan be uaed
for bulk commviity procure-
ment at adjusted prices
higher than the market
price prevailing in the
U.S. at time of purchase?

3. FAA §60L(e). Will any
part of this lcan be used
for procurement of any
agricultural commodity or
product thereof cutside
the U.S5. when the domes-
Lie price of such comso=
dily is less than parity?

. AR 500U(0). las the
areney received Lhe neeca-
cary pre-paymenl. certitie
cation from suppliers
under a commodity import
vrogram agreement as to
description and condition
¢t commodities, and on the
basis of such, determined
cligibility and suita-
bility for tinancing?

D.  Other Requirements

i. FAA §201(b). Is the
country amongs those in
witich development loan
funds may be used to make
foan:s in Lhis ticcnl yer?

UNCLASSIFIED

ANNEX XVI, Page 15 of 19

Goh(n). Yes, procurement is ilimited
to ALTLD, Geopraphical Code 9h1,

OGOl b)), Ne,

Aol(e). Ho.

G0l (1), Unnecessary here since this
A project loan and not a commodity
import program assistance lecan,



e App. §106. Does the

lean agreement provide,
with respect to capital

projects, for U.S. appro=
val of contract terms and

"irms?

3. FAA 36o0(k).  If the
loan ias f'r construction

o' a production enter-
prise, with respect to

whicli the apgregate value
o’ assistance to be fur-

nished will exceed
$100 million, what pre-

paration has been made to
obtain the express approval

ol the Congres=s?

. FAA §620(b), 620(f);
App. §109(b). Has the
President determined
that the country is not
dominated or controlled
by the international
Comminist movement? It
Lhe country i a Commu=
nist country (including,
tut not 1imited to, the
counbries listed in FAA
36:°0(1)) and the loan is
intended 1'or cconomic
assistance, have the
i"indings required by
AA §6,°0(T) and App.
§109(b) been made and

reported to the Congress?

W,  FAA §620(h). What
ateps have been taken
to insure that the loan
will not be used in n
appnner which, conbrary
.oy Lhe besl inlorvest o0
Lhw Unibed SStalesy proe-
moben or asanists Lhe
Coreim ald projects of
the Commnist-bioc
countries?

UNCLASSIFIED
ANNEX XVI, Page 16 of 19

106, Yes.

Go(x). Not applicavle,

-

20(b), 620(f); App. 109(b). Yes,
the required determination has been
made.

620(h)., The loan agreement will
contain a provision covering this
requirement.



O. App. §118. Will any
funds be used to {inancce
procurement. o iron and
steel products for use in
Viet-Nam other than as
contemplated by 51182

Y. FAA §636(i). Will any
part of this loan be used
in financing noie=li,3,-
manuyactured automcviles!
1T so, has the required
waiver been obtained?

8. FAA L% 620(a)(1) and
(), 620{v); App. H117.
Will any asuistance ove
furnished or funds mude
available Lo the govern-
ment off Cuba or the
Unnited Arab Republice?

A, FAA 8Gro(g). Will any
part of this loan be uvsed
to compensate owners ior
expropriated or natione-

alized property? 1If any
assistance has been used

for such purpose in the
past, has appropriate
rcimbursement been made

the U.S. for sums diverte...

10, FAA §201 {1, If thico
iz a project loan, what
provisions have been made
1'or appropriate partici-
pation by the recivient
country's private enter-
prise?

P, App. §10M. Does the
foan agreement bar any
wze ol Tund:s Loy pay pen-
silons, ete., For persgons
who are serving or who
nhave served in the
recipient country

armed forces?

UNCTASSIFIED
ANNEY XVI, Pagpe 17 of 1

a{a){1) wmd (0), 620(p);app. 117,

Hov(7). Ho. HNo assistance has bee
urned f.r such purposes in the past.

c01{f), 1t is anticipatea tnat a
pertion of the work will be accoa-
vlished through direct hire of
versceanel) and subcontract with
private firms in the recipien
country,

et

-
y
rJq
o

-y

i1, Yeos. The loan agreement
cover thic requirement.



UNCIASSIFIED
ANNEX XVI, Page 18 of 19

12, MMA §901.b. Does MMA §901.b. Yes
the loan agreement pro-
vide for compliance with
U.S. shipning require=-
ments, that at least 507
ot the gress tonnage of

ati commodilies financed
with ffunds made available
under this tonn (comprited
acparately by seopraphic
arca U'or Jdry bulk carvier:s,
dry cargoe liners, and
tankers) be transported

on privately owned U,.5.-
{lag commercial vestels

t¢ the extent such ves-
sels are available at

fair and reasonable rates
for U.S.-Tlapr vessels?

13. App. §10.  iflave 10, Any such fees here will be
obligations for engincer- reported teo Congress in the manner

inm and archictcecetural feen
and services over $29,000
onoany one projcict been
veported to Conrress biw
anmnunl ty?

reqpilred by the law,

. PAA §hBLL Suspen- W41, There is no evideice that
Hlon o eeonomic acsinfe Tadomogia is involved in any of the
ance to any country which dru;s activities covered by the statute,

falls to take adequatce
steps re narcotics pro-
duction, transport or
sale.

15. TFAA 5% 654, €56, 655G, 656, Inapplicable,
Limitations on aid to
and personne! in Cambodia.

16, App. §111. 1Is the 111. No such transfer is being made.
loan being used to» trans-

fer funds to world lending

institutions under 209(d)

and 51(h) of the FAAS



jre

these fuads being used
for publicity or propa-
ganga within the United
States?

18, FAA §612(d). Does the
Imited States own excess
foreign currency, and if
130, what arrangements

have be.-n made for its
releasce?

2Y. App. §501. Are any of

UNCLASSIFIED
ANNEX XVI, Page 19 of 19

501. No; they are being used solely
for project purposes.

612. Indonesia is nct an excess
currcncy country.



AID-DLC/P-1036/A Draft

UNCLASSIFIED
ANNEX XVII, Page 1 of 2

LOAN AUTHORIZATION

AID Lcan
Project No.

CAPITAL ASSISTANCE LOAN AUTHORIZATION

Provided from: Development Loan Funds
(Indonesia: Perusahasn Listrik Negara;
West Java Transmission and Distribution - Phase I)

Pursuant to the suthority vested in the Administrator of the Agency
for International Development {hereinafter called "AID") by the
Foreign Assistance Act of 1961, as emended, and the delegations of
authority issued thereunder, 1 hereby authorize the establishmrent
of a loan pursuant Lo Part 1, Chapter 2 Title I, the Development
Loan Fund, to the Government of the Republic of Indonesia
(hereinafter called the "GOI") of not to exceed Seventeen Million
Two Hundred Thousand Dollars ($17,200,000) to assist Perusshaan
Listrik Negara (hereinafter called "Beneficiary") in financing

the foreign exchange costs of equlipment, materials anrd sexrvices
necesgsary for the construction of iransmission facilities between
the cities of Bandung and Tjirebon, West Java, and Tegal, Central
Java, and rehabilitation and expanaion of distribution facilities
in Tjirebon, this loan to be subject to the following terms and

condlitions:

1. Intereac¢ Rate and Terms @f Repayment

The interest on this loan shall be two percent (2%) per annun
on the disbursed balance of the lean during the first tean (10) years
of the loan and three percent (3%) per annum for the remaining thirty
(30) years of the loan. The principal of the loan shall be repaid
in full within forty (4O) years from the date of the first disburase-
ment under the loan, and such repayment shall include & grace pericd
or not to exceed ten (10) years from the date of first disbursement.

2. Currency of Repayment

Provision shall be made for repayment of the loan and payment
of' the interest in United States dollars.

3. Other Terms and Conditions

a&. Unless AID should otherwise agree in writing, ey.ipment,
materials, and services financed under this loan shall have their
source and origin in countries under AID Geographic Code 94l
(Selected Free World).



UNCTASSIFIED

ANNEX XVIT, Page 2 of |

i

b. The GOI will tewd the proceeds of this loan to

Benetficiary for the ourposes herein proviadacd —n terms and conv

satisfactory to AID.

Lhu
of

¢. Unless AID arrec: otherwise in writing, the 01 and

2% s

the Beneficliary shall aprec, eitner in the Torm of appropriate

conditions precedent or covenants, or both, that:

(1) Eeneticiary wiil establish a reserve fund i

n

Indonesian currcency equivalent to the total Indenesian currency
costs of the project Tor the upeoming six months as estimated by
the consultant, said sunds Lo be replenished to the appropriate

level quarterly or mworce often it necessary according to the s
cstimates, or suceh fescer amount as ATD shall agree to in wri

aid

ting,

which shatl be used for the exccution of the project until the

project is completed,

(c) GOI and Bencliciary shail perform or contin
perform thelr various obligatvions with resvect to imprcvement
Reneficiary's crganization, authority, otr cture and operation:
presently established in existing AID loan agreements with 2o

and Beneficiary and in exiszsting or future International Devel

Ascsociation credit agreements and related oroject agresments
Rorrower and Beneficiary.

d. This loan =shall be subject o zuch other terms
conditions as AID may deem adviseble,

we to

in
rrower
opment

rith

l’a-u

and

Nate

3

i ils.:



AID-IEL/P-1036

ANNEX XVIII, Page 1 of 1

Indonesia®s Balance of Payments for 1970/71 - 1972/73 is guﬁ‘xfﬂéfiged

helow,

Indonasie:

Balance of Paymants SL@%&?;

1969/70-1972/73

(In millions of U.8, dollers)

1060/70  1970/71 197072 1972/73
. Agﬁua;sr Actualg  Egtimates Estimntes
A. Goods and services =468 =350 =508 =508
0il (net) T 112 152 200 395
Non-oil =580 =502 =708 =903
Exports {660) (761) ' (791) (875)
Inports (=2,009)  (-1,008)  {-1,202)  (=1,397)
Servicaes (<231) (-255) Lo297) =381)
B. Miscellaneous capiteld 27, 115 - 175 178
Direct investment 3% 8 . 162 170
Other =7 27 13 8
C. Debt service pasyments -6l =85 . '3;0% L =100
Pre=July 1966 dobts =50) {"“@) | ‘(Z‘S'g =53)
Post-July 1966 debte -1l) -26) (36 =k7)
D. llet errors end omicgiona 56.; =56 =13 o=
E. Official trensfers end eopitel 371 , é%@ Ly 520
Proaram loang and grants 303 . 283 317 320
Non-food gl’i’S) (61) ", . (199) .- gzza) -
Focd 135) " {122) ©{118) 110)
Project loang and grants 63 86 100 200
F. Total A through B =78 -7 =26 80
G. Allocation of SDRa 35 28 -~ 28 .
H. Monetery movemente (inerease -
in assets <) =3 =21, . o2 +l¢)

Svarce

IMF Report g&%}‘?ii?@.

é. 22



Indonesia: 2ayments Due on External Debts Cutstanding

AID-DIL/P-1036

at Decemver 31, 19711/

(In millions of

U. Ss_dollars)

jj;(—i),qxjké I}‘?J
ANNEX XIX,

s

New prta
cia2/ Governrisnt o Ohﬂﬁl)/
Year Debts P:inulpaléf 7niaf€bﬁﬁ/ ?“lﬁclpaT ZﬂgiZCSu Eeﬁa;

19712 35.0 10,7 30, 0 35,2 8.3 119.2
1973 35.7 ‘ 11,2 34, 9 L, 5 15.0 k1L
1974 36. 1 W6 | 36 55.0 9.3 151.b
1975 37.3 20.3 36,5 61.9 15,5 171.5
1976 550 9 21, b 3G. b 53,5 11.k 178.6
1977 55. 9 293 36.0 3.6 8.8 161.6
1978 65.3 b2.3 35,0 2,9 6,9 7k b
1679 65. 3 5. 3l 9 10.3 5,2 166.8
1980 5.3 58, 9 33. 8 10,0 o3 17343
1981 65.3 6ho b 3l 1 10,0 3.3 771
1962 65. 3 7L L 33.0 10,0 2.l 181, 8

1983 and C
after 1,59.3 3%.1 ~29:0 ke 2 3,365.6
Total 2,181,0 1,749.0 TT3 b 364.8 92.3 5,162.5

-
aa i

So

arce: Dats supplied by the Indones

ian authoritvics.

1/ Excluding obligations of less than 181 days and liabilities of the ' anke

,-."
')

2/

n

a4 “““K’

systeri.
Comprise debts contracted prior

entation,

“xeluding $16,7 million paid during 1968 through 1971
Excluding $63.0 million peid during 1958 through 1971,
Inccumplete date) comprise dabts of

o July 1, 1966. The full use of the

state envexprises.

'1on to defer part of the repaymants of priacipal has been assumed in this

ops
pre





