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A.I.D. PROJECT NO. 497-0285

PROJECT GRANT AGREEMENT
 Dated: April 19 1979 -
Between Government of Indonesic. |
And The Uniped;States of . America, acting through the

Agency for International DevelopmentA("A.I.D.").

Artizle 1: THE AGREEMENT

The purpose of this Agreement is to set out the under-
standings of the parties named above ("Parties”)‘with
respect to.the undertaking by the Grantee of'the Pfoject"\
described below, and with respect to the financing of the

Project by the Parties.

‘Article 2: THE PROJECT

SECTION 2.1. Definition of Project. The Project,

which is further described in Annex 1, will consist of

financing the foreign exchange and local currency costs of

.technical assistance for Grantee's rural works- program.

Such services are designed to assist in the selection of

subprojects, to provide advice regarding design and con-

struction of the Research and Training Center and to

improve the quality of overall management of the program.
Annex 1, attached which forms a part of this agreement,

amplifies the above definition of the Project. Within the

limits of the above definition of the Project, elements of..
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the amplified description stated in Annex 1 may be changed

by written agreement of the authorized representatives of
the Parties named in Section 8.2, without formal amendment -
of this Agréement.

SECTION 2.2. Incremental Nature of Project

(a) A.I.D.'s contribution to the Project will be
provided in increments, the initial one being made avail-
able in accordance with.Section 3.. of this Agreément.
Subsequeat increments will be subject to availability of
funds to A.I.D. for this purpose, and tou the mutual agree-— ~
ment of the Parties, at the tiﬁe of a subsequent increment,
to proceed. ‘ | |

(b) Within the overall Project Assistance Completion
Date stated in this Agreement, A.I.D., based upon consultation
with the Grantee, may specify in Project Implementation Letters
appropriate time periods for the utilization of funds granted

by A.I.D. under an individual increment of assistance.

Article 3: FINANCING

SECTION 3.1. The Grant. To assist the Grantee to meet
.the costs of carrying out the Project, A.I.D., pursuant to the
Foreign Assis tance Act of 1961, as amended, agrees to grant
the Crantee under the terms of this Agreement not to exceed
One Million United States ('"U.S.") dollars ($1,000,000)

(ﬁGrant"),
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The Grant mhﬁ be used to finance foreign exchange and
local currency_gdsts, as defined in'Section 6.1, of servicqs'
required ¢r ilye Project.
SECTEON‘W.Z. Grantee Resources for the Project -

{4) The Grantee agrees to provide or cause to be

provided for the Project all funds, in addition to the

Grant, and all other resources required to carry out the .

Project effectively and in a timely manner. The Government

of Indonesia agrees that its contribution will be provided

on a timely basis. : | ’-
(b) The resources provided by Grantee for the total

Project (Grant and Loan) will be not less than the equivalent

of Thirteen Million Nine Hundred Thousand United States

Dollars ($13,900,000) including costs borne ¢ an "in-kind"

basis. |

SECTION 3.3. Project Assistance Completion Date

(a) The "Project Assistance Completion Date" (PACD))
" which is April 19,1983 or such other date as the Parties
may agree to in writing, is the date by which the Parties
estimate that all services financed under the Grant will
have been performed and all goods financed under the Grant
will have been furnished for the Project as contemplated in
this Agreement

(b) Except as A, I D may otherw1se agree 1n wrltlng,

"A.I.D. w111 not issue or approve documentatlon whlch would |
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authorize disbursement of the Grant for services performed
subsequent to the PACD or for goods furnished for the Project,
as contemplated in this Agreement, subseduent to the PACD;.

(c). Réquests for disbursement, accompanied by necessary
supporting docUmentationvprescribed in Projéct Implementation
Letters ére to be received by A.I.D. or any bank described in
Section 7.1 no later than nine (9) months following the PACD,
or such other period as A.I.D. agrees to in wricting. Afte:
such period, A.I.D., giving notice in writing to the Grantee,
may at any time or times reduce”tﬁe ;ﬁbﬁﬁt 6f theyéranf ﬁy‘ l-
all or any part thereof for which requests for disbursement,
accompanied by necessary supportiﬂg documentation prescribed
in Project Implementation Letters, were not received before

the expiration of said period.

Article 4: CONDITIONS PRECEDENT TO DISBURSEMENT .

SECTION 4.1. First Disbursement. Prior to the first

disbursement under the Grant, or to the issuance by A.I.D.
of documentation pursuaant to which disbursement will be
made, the Grantee will, except as the Parties may otherwise
agree in writing, furnish to A.I.D. in form and substance
satisfactory to A.I.D.:

(a) A statement of the name of the person holding or
acting in the office of the Grantee specified in Section

- 8.2, and of any additional representatives, together with
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a specimen signature of each person specified in such
Statement. |
“(b) An executed contract for technical aseistanee
services for the Progect acceptable to A.I.D. with a flrm
acceptable to ‘A.I.D.

SECTION 4,2, Notification. When A.I.D. has determined

that the conditions Precedent specified in Sectlon 4.1 have
been met, it will promptly notify the Grar.tee.

SECTION 4.3. Terminal DatesforCondltlons Precedent

If the conditions specified in Section 4.1 have not
been met within 90 days from the date of this Agreement or
such later date or dates as A.I.D. .may agree to in writing,
A.I.D., at its optlon may terminate this Agreement by

written notice to Grantee.

Article 5: SPECIAL COVENANTS

SECTION 5.1. Project Evaluation. The Parties agree

to eatablish an evaluation Program as part of the Project,
Except as the Parties othervise agree in writing, the
Program will include during the implementation of the
Project and at one or more points thereafter:

(a) Evaluation of pProgress toward attalnment of the
objectives of the Project;
| (b) 1Identification and evaluation of pProblem areas or

constraints which may inhibit such attainment;
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(c) Assessment of how such information may be used
to help overcome such problems; and ‘
(d) Evaluation, to the degree feasible, of the overall

development impact, of the Project.

Avticle 6: PROCUREMENT SOURCE

SECTION 6.1. Foreign Exchange Costs. nDisbureements,
pursuant to Section .1 will be used'exelusively to finance
the costs of goods and services requlred for the PrOJect
hav1ng their source and origin in the Unlted States except
as A.I.D. may otherwise agree in wricing, and except as.
provided in the Project Grant Standard Provisions Annex,
Section C.1(b) with respect to marine insurance.

SECTION 6.2. Ilocal Currency Costs. Disbursements

pursuant to Section 7.2 will be used e2xclusively to finance.
the costs of goods and services required for tiie Project
having their source and, except as A.I.D. may btherwise
agree in writing, their origin in Indonesia ("Lecal Currency
Costs'). To the extent provided for under this Agreement,
"Local Currency Costs" may also include the provision of

local currency resources required for the Project.

Article 7: DISBURSEMENT

SECTION 7.1. Disbursement for Foreign Exchange Costs

.-(a). After satisfaction of the condition precedent,
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the Grantee may obtain disbursement of funds nnder the
Grant for th. Foreign txchange Costs of goods or .services
required for the Project in accordance w1th the terms of
this Agreement by such of the following methods as may |
be mutually agreed upon:

(1) by submitting to A.I.D, with necessary supporting
documentation as precribed in Project Implementetion Letters,
(A) requests for reimbursement for -such goods or services,
or, (B) requests for A.I.D. to procure commodltles or
services in Grantee's behalf for the PrOJect; or, |

(2) by requesting A.I.D. to issue Letters of Commit-
ment for specified 2mcunts (A) to one Or more U;S. banks,
satisfactory to A.I.D., committing A.I.D. to reimburse such

‘bank or banks for payments made by them to contractors or
suppliers, under Letters of Credit or otherwise, for such
goods or services, or (B) directly to one or more contrac-
tors or suppliers, committing A.I.D. to pay such contractors
or suppliers for such goods or serviees.

(b) Banking charges incurred by Grantee in connection
with Letters of Commitmen* and Letters of Credit will be
financed under the Grant unless Grantee instructs A.1.D,
to the contracy. Such other charges as the Parties may
agree to may also be financed under the Grant.

SECTION 7 Dlsbursement for Local Currency Costs

"After satlsfactlon of condltlons precedent the Grantee

may obtaln dlsbursements of. funds .under the Graat for .1ocal..

R
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Currency Costs required for the Project in eccordance with
the terms of this Agreement, by submitting'to A.I.D., with’
fecessary supporting documentation as prescribed in Project
Implementatlon Letters, requestg to finance such costs.
Theze disbursement may be made by A.I.D.:

(1) 1In U.S. dollars equivalent to the local currency
cost, or

(2) 1In local currency acquired by A.I.D. by purchase
ox from local currency already owned by the U;S. Government,

SECTION 7.3. Other Forms of Disbursement Dlsbursements

of the Grant may also be made through such other means as the
Parties may agree to in writing.

SECTION 7.4. Rate of Exchange. If funds provided

under the Grant are introduced into Indonesia by A.I.D. or
any public or private agency for purposes of carrying out
obligations of A.I.D. hereunder, the Grantee will make such
arrangements as may be necessary so that such funds may be
converted into currency of Indonesia at the highest rate of
exchangewhich, at the time the conversion is made, is not

unlawful in Indonesia.

Article 8: MiSCELLANEOUS

SECTION 8.1. Communications. Any notice, request,

document, or other communlcatlon submltted by elther Party

..'v‘-

to the other under thls Agreement wrll be in wrltlng or by
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telegram or cable, and will be deemed duly given or -
‘sent when delivered to such éarty at tﬁe.fOIL6Winé'" 
addresses: . ‘ :

To the Grantee

Mr. Arie Benggolo MT
Acting Director General of

Manpower Development and Utilization .’
Ministry of Manpower and Transmigration
Jalan H. Agus Salim 58
Jakarta

To A.I.D.-

Mr. Thomas C., Niblock

Director ‘ :
U.5. Agency for International Development
American Embassy

J1. Medan Merdeka Selatan 5

Jakarta, Indonesia.
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SECTION 8.2. Representatives. For all purposes

relevant to this Agreement, the Grantee will be,rebfef
sented by the individuals holaing or.actingvin,thé offiée

" of Director General of Manpower Development and,Utilizétion
and A.I.D. will ge represented by the individﬁal holding or
acting in the office of Mission Director ﬁSAID Mission to
Indonesia, each of whom, by written noticé, ray designate
additional representatives for all purposes other than.
exercising the power under $ection_2.1 to revise elements
of the amplified deéériptibn in Anﬁexleu The‘nﬁmes of'the
representatives of the Grantee, with specimen signatures,
will be provided to A.I.D., which may accept as duly
authorized any instruments signed by such representatives
in implementation of this agreement, until receipt of

written notice of revocation of their authority.

SECTION 8.3. Standard Provisions Annex. A '""Project

Grant Standard Provisions Annex'" (Annex 2) is attached to

and forms part of this agreement.

IN WITNESS WHEREOF, the Grantee and the United‘States of
America, each acting through its duly authorized repre-
éentative(s), have caused this Agreement to be signed in
their names and delivered as of the day and year first

above written..
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THE REPUBLIC OF INDONESIA

'(\-———

W
o
<

%x;\

Chairul Basri ,
Secretary General ’
Department of Manpower

UNITED STATES AGENCY FOR
INTERNATIONAL DEVELOEMENT

By: (AQZ{Z’/} 7 7+~
‘ Walter G. B6ilinger
Acting Director




‘Annex 1.

Amplified Description of the PrOJect
(Same for Loan and Grant Agreementf—

Puggose-' To assist the Government of IndoneSLa (GOI)
to 1mprove the 1nst1tutlonal capablllty to manage the
Padat Karya (PKGB) program, to increase employment and

income for the ru.al poor, and to increase food pro-

" duction,

Financine3 The Project will be financed from funds. -

: provided by A.I.D., the Government of the Netherlands"

(GON) and the Government of Indonesia (GOI). AID will
provide in US FY 1979 up to $8 000,000 1n loan funds

| (AID Loan No. 497-T-056) and up to $l 000,000 1n grant

funds (AID Graunt No. 497-0285). These Funds will assist
the GOT in carrying out its Padat Karya Gaya Baru (PKGB)
program for. fiscal years 1978/79 and 1979/80. The
Goverument of the Netherlands will provide at least
$2,200,000 and the GOL agrees to provide not 1ess than
$13,900,000 mak_r'c total funds available for the Project
of $25, 100 »000 as described in the attached Financial

Plan.

Subject to the availability of funds, an
additional $8,000,000 of loan funds and $1,000 »000 of

grant funds will be made available in US FY 1980, by

'Uamendment to ths agreement, to assist the IFY 1979/80

and 1980/81 PKGB
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'program and addltlonal $9, 000 ,000 of loan funds and |
'$1 000,000, of grant funds will be made avallab’

.US FY '1981 to assist the IFY 1980/81 and 1981/82 PKGB |
:program.' This would increase the loan amount to o

, $25 000,000 and the grant amount to $3 000 000 thus -
'maklng a total A.I. D. contrlbutlon.of $28 000 ,000.

At such tume the GOI wxll prov1de an addltlonal amount
of not less than $32, 440 000 for the Progect'maklng a

' total GOI contrlbutlon of $46 340 000 Thus, subJect
_to the availability of funds, the. total contribution

of A.L.D., the GON and the GOI fbr the project would
be not less than $76, 540 000. '

Chanoes up to 30 percent may be made to 11ne
ltems‘amounts shown in the Flnanclal Plans (attached)
for this phase without formal amendment of this Agree-
ment pravided that A.I.D. approves any such changes in
writing, and that the total A.I.D. contribution is not
increased or the Borrower!' s agreed contribution for

this phase is. not decreased ‘below that shown on the

lappllcable plan.

Targets: The Project will generate employment (short

and long term) and income for rural poor people throughﬂ_

the constructlon, 0peratlon and mnlntenance of small

‘useful physical infrastructure, such asmlsat_len/
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‘canals, village roads, terracing, reforestation,

etc... In addition, food productlon w1ll be 1noreased

and rural incomes will be ralsed as a result of

increased economlc acthlty from completed sub-

Projects. The skills of Department of Manpower

(DMP) and local government officials will be

-expanded and upgraded in the areas of subprOJect

selectlon, planning, construction, maintenance and

_evaluation Improved local,gpvernment plannlng

will result in PKGB being lntegrated cross-

sectorally with other local development activities.

The Project outputs over a three (3)

year périod should include: (a) constructing about

1480 sub-projects; (b) training about 2500 DMP and

local officials; and (¢) constructing and equipping

a labor intensive technology research/training center,

Project Management: The DMP Directcrate for Develop-

ment and Expansion of Employment will have overéll
responsibility for general guidance and implementa-
tion with the assitance of the technical advisory

team being financed by an AID grant. * DMP officials

at provincial and district level, in cooperation with

_local government officials, are directly responsible

for selecting, planning and carrying out the PKGB
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subprojects. Public Works personnel in each
province will aid in the preparation of sub-

project designs and construction supervision,

Project Duvation: April 1979 through March 1983.

Implementation Réimbursement: DMP monitors the

project in cooperation with AID to insure com-~"

pliance with jointly approved project description,

selection criteria, plans/specifications and cost _

estimates. A host country contract 5etwéén DMP
and a US consulting firm provides technical
assistance. Disbursements for foreign exchange
costs méy be by letter of commitment. Fixed
Amount Reimbursement (FAR) may be used for local

currency costs,
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ANNEX 2

Project Grant -Standard Provisions Annex

Definitions: As used in this Annex, the "Agreement" refers to.
the Project Grant Agreement to which this Annex is attached and
of which this Annex forms a part. Terms used in this Annex have.
the same meaning or reference as in the Agreement.

Article A: Project Implementation Letters. To asgist Grantee
in the implementation of the Project, A.I.D., from time to time,
will issue Prcject Implementation Letters that will furnish
additional information about matters stated in this Agreement.
The parties may also use jointly agreed-upon Project Implementa-
tion Letters to confirm and record their mutual understanding
on aspects of the implementation of this Agreement. Project
Imple-ientation Letters will not be used to amend the text of

the Agreement, but can be used to record revisions or exceptions
which are permitted by the Agreement, including the revision of
elements of the amplified description of the Project in Annex 1.

Article B: General Covenants

SECTION B.l. Consultation. The Pairies will cooperate to
assure that the purpose of this Agreement will be accomplished.
To this end, the Parties, at the request of either, will exchange
views on the progress of the Project, the performance of obliga-
tions under this Agreement, the performance of any cousultants,
contractors, or suppliers engaged on the Project, and other
matters relating to the Project.

SECTION B.2. Execution of Project. The Grantee will:

(a) carry out the Project or cause it to be carried
out with due diligence and efficiency, in conformity with
-sound technical, financial, and management practices, and
in conformity with those documents, plans, specifications,
contracts, schedules or other arrangements, and with any
mod1f1cat1ons therein, approved by A.I.D. pursuant to this
Agreement; and

(b) provide qualified and experience management lor,
and train such staff as may be appropriate for the main-
tenance and operation of the Project, and, as applicable
for continuing activities, cause the Project to be operated
and maintained in such manner as to assure the continuing

" and successful achievement of the purposes of the Project..



SECTION B.3. Utilization of Goods and Services

(a) Any resources financed under the Grant will, unless
otherwise agreed in writing by A.I.N., be devoted to the
Project until the completion of the Project, and thereafter
will be used so as to further the objectives sought in
carrying out the Project. DA

(b) Goods or services financed under the Grant, except
as A.I.D. may otherwise agree in writing, will not be used
to promote or assist a foreign aid project or activity
associated with or financed by a country not ircluded in
Code 935 of the A.I.D. Geographic Code Book as in effect
at the time of such use. o

SECTION B.4. Taxation

- (a) This Agreement and the Grant will be free from any
taxation or fees imposed under laws in effect in the ter- "
ritory of the Grantee.

(b) To the extent that (1) any contractor, including
any consulting firm, any personnel of such contractor
financed under the Grant, and any property or transaction
relating to such contracts and (2) any commodity procure-
ment transaction financed under the Grant, are not exempt
from identifiable taxes, tariffs, duties or other levies
imposed under laws in effect in the territory of the Grantee,
the Grantee will, as and to the extent provided in and
pursuant to Project Implementation Letters, pay or reimbucse
the same with funds other than those provided under the
Grant.

SECTION B.5. Reports, Records, Inspections, Audit.

The Grantee will:

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

(b) maintain or cause to be maintained, in accordance
with generally accepted accounting principles and practices
consistently applied, books and records relating to the
Project and to this Agreement, adequate to show, without
limitation, the receipt and use of goods and services
acquired under the Grant. Such books and records will be
audited regularly, in accordance with generally accepted
auditing standards, and maintained for three years after-



SSCTION B.5. (b)

the date of last disbursement by A.1.D.; such books and
records will also be adequate to show the mature and' -
extent of solicitations of prospective suppliers of goods
and services acquired, the basis of award ol contracts and
orders, and the overall progress of the Project toward
completion; and '

(c) afford authorized representatives of a Party the
opportunity at all reasonable times to inspect the Project,
the utilization of goods and services financed by such _
Party, and books, records, and other documents relating to
the Project and the Grant.

SECTION B.6. Completeness of Information. The Grantee
confirms:

(a) that the facts and circumstances of which it has
informed A.1.D., or cause A.1.D. to be informad, in the
course of reaching agreement with A.I.D. on the Grant, are
accurate and complete, and include all facts and circum-
stances that might materially affect the Project and the
discharge of responsibilities under this Agreement;

(b) that it will inform A.I.D. in timely fashion of
any subsequent facts and circumstances that might material-
ly affect, or that it is reasonable to believe might so
affect, the Project or che discharge of responsibilities
under this Agreement. \

SECTION B.7. Other Payments. Grantee affirms that no
payments have been ot will be received by any official of
the Grantee in connection with the procurement of goods or
services financed under the Grant, except fees, taxes, OT
similar payments legally established in the country of the
Grantee.

SECTION B.8. Information and Marking. The Grantee will
give appropriate publicity to the Grant and the Project as

a program to which the United States has contributed,
identify the Project site, and mark goods financed by A.1.D.,
as described in Project Implemencation Letters. ~




Article C: Procurement Provisions

SECTION C.l. Special Rules.

(a) The source and origin of ocean and air shipping
will be deemed to be the ocean vessel's or aircraft's
country of registry at the time of shipment.

(b) Premiums for marine insurance placed in the
territory of the Grantee will be deemed an eligible
Foreign Exchange Cost, if otherwise eligible under
Section C.7(a). :

(c) Any motor vehicles financed under the Grant will
be of United States manufacture, except as A.I.D. may other-
wise agree in writing. -

(d) Transportation by air, financed under the Grant, .
of property or persons, will be on carriérs holding United
States certification, to the extent service by such car-
riers is available. Details on this requirement will be
described in a Project Implementation Letter. ‘

SECTION C.2. Eligibility Date. No goods or services may
be financed under the Grant which are procured pursuant to orders
or contracts firmly placed or entered into prior to the date of
this Agreement, except as the Farties may otherwise agree in
writing.

SECTION C.3. Plans, Specifications, and Contracts. In
order for there to be mutual agrcement on the following matters,
and except as the Parties may otherwise agree in writing:

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

(1) any plans, specifications, procurement or
construction schedules, contracts, or other documentation
relating to goods or services to be financed under the
Grant, including documentation relating to the prequali-
fication and seclection of contractors and to the solicita-
tion of Lids and proposals. Materizl modifications in
such documentation will likewise be furnished A.I.D. on
preparation;

(2) such documentation will also be furnished to
A.I.D., upon preparation, relating to any goods or services,
which, though not financed under the Grant, are deemed by
A.L.D. to be of major importance to the Project.. Aspects .
of the Project involving matters under this subsection” (a)™
(2) will be identified in Project Implementation Letters;



SECTION C.3.

(b) Documents related to the prequalification of .
contractors, and to the solicitation of bids or proposals -
for goods and services financed under the Grant will be
approved by A.L.D. in writing prior to their issuance,
and their terms will include United States standards and
measurements; i ‘ :

(c) Contracts and contractors financed under the Grant
for engineering and orher professional servires, for con-
struction services, and for such other services, equipment
or materials as may be specified i. Pruject Implewentation
Letters, will be approved by A.I.D. in writing prior to '
execution of the contract. Material modifications in such
contracts will also be approved in writing by A.I.D. prior
to execution; and

(d) Consulting firms used by the Grantec ' for the”
Project but not financed under the Grant, the scope of
their services and such of their personnel assigned to the
Project as A.1.D. may specify, -and construction contractors
used by the Grantee for the Project but not financed under
the Grant, shall be acceptable to A.I.D.

SECTION C.4. Reasonable Price. No more than reasonable
prices will be paid for anv goods or services financed, in whole
or in part, under the Graut. Such items will be procured on a

fair and, to the maximum extent practicable, on a competitive
basis. '

SECTION C.5. Notification to Potential Suppliers. To
permit all United States firyms to have the opportunity to partici-
pate in furnishing goods and services to be financed under the
Grant, the Grantee will furnish A.I.D. such information with
regard thereto, and at such times, as A.I.D. may request in

Project Implementation Letters.

SECTION C.6. Shipping.

(a) Goods which are to be transported to the territory
of the Grantee may not be financed under the Grant if
transported either: (1) on an ocean vessel or aircraft
under the flag of a country which is not included in A.I.D.
Geographic Code 935 as in effect at the time of shipment,
or (2) on an ocean vessel which A.I.D., by written notice
to the Grantee has designated as ineligible; or (3) under
an ocean or air charter which has not recelved prior A.L.D.
approval. Lo e



SECTION C.6.

(b) Costs of ocean or air transporration (of goods ox
persons) and related delivery services may not be financed .
under the Grant, if such goods or persons are carried:’ L
(1) on an ocean vessel under. the flag of a country not,
at the time of shipment, identified under the paragraph of
the Agreement entitled "procurement Source: Foreign Ex-
change Costs," without prior written A.T.D. approval; or
(2) on an ocean vessel which A.I.D., by written notice to
the Grantee, has designated as ineligible; or (3) under an
ocean vessel or air charter which has not received prior
A.1.D. approval.

(c) Unless A.I.D. determines that privately'owned
United States-flag commercial ocean vessels are not avai-
lable at fair and reasonable rates for such vessels, (1)
at least fifty percent (50%) of the gross tonnage of all
goods (computed separately for dry bulk carriers, dry -
cargo liners and tankers) financed by A.I.D. which may be
transported on ocean vessels will be transported on
privately owned United States-flag commercial vessels,
and (2) at least fifty percent (50%) of the gross freight
revenue generated by all shipments financed by A.I.D. and
transported to the territory of the Grantee on dry cargo
liners shall be paid to or for the benefit of privately
owned United States-flag commercial vessels, Compliance
with the requirements of (1) and (2) of this sul'section
must be achieved with respect tO both any cargo transported
from U.S. ports and any cargo transported from non-U.S.
ports, computed separately. '

SECTION.C.7. Insurance.

(a) Marine insurance on goods financed by A.I.D. which
are to be transported to the territory of the Grantee may
be financed as a Foreign Exchange Cost under this Agreement
provided (1) such insurance is placed at the lowest aval-
lable competitive rate, and (2) claims thereunder are
payable in the currency in which such goods were financed
or in any freely convertible currency. 1f the Grantee
(or government of Grantee), by statute, decree, rule,
regulation, or practice diseriminates with respect to
A.T.D.-financed procurement against any marine insurance
company authorized to do business in any State of the
United States, then all gouds shipped to the territory of
the Grantee financed by A.I.D. hereunder will be insured
against marine risks and such insurance will be placed
in the United States with a company Or companies authorized
to do a marine insurance business in a State of the United
States.



SECTION C.7.

(b) Except as A.I.D. may otherwise agree in writing,
the Grantee will insure, or cause to be insured, goods
financed under the Grant imported foi the Project against
risks incident to their transit to the point of their use
in the Project; such insurances will be issued on terms
and conditions consistent with sound commercial practice
and will insure the full value of the goods. Any indem-
nification received by the Grantee under such insurance
will be used to replace or repair any material damage or
any loss of the goods insured or will be used to reimburse
the Grantee for the replacement or repair of such goods.
Any such replacements will be of source and origin of
countries listed in A.I.D. Geographic Code 935 as in effect
at the time of replacement, and, except as the Parties may
agree in writing, will be otherwise subject to the provi-
sions of the Agreement. ’ v

SECTION C.8. U.S. Government-Owned Excess Property. The
Grantee agrees that wherever practicable, United States Govern-
ment-owned excess personal property, in lieu of new items
financed under the Grant, should be utilize?. Funds under the
Grant may be used to firance the costs of obtaining such proupercy
for the Project.

Article D: Termination; Remedies.

SECTION D.1. Termination. Either Party may terminate this
Agreement by giving the other Party 30 days written notice.
Termination of this Agreement will terminate any obligations of
the Parties to provide financial or other resources to the Pro-
ject pursuant to this Agreement, except for payment which they
are committed to make pursuant to noncancellable commitments
entered into with third parties pricr to the termination of
this Agreement. In addition, upon such termination A.I.D. may,
at A.I1.D.'s expense, direct that title to goods financed under
the Grant be transferred to A.I1.D. if the goods are from a
source outside Grantee's country, are in a deliverable state
and have not been offloaded in ports of entry of Grantee's
country.

SECTION D.2. Refunds.

(a) In the case of any disbursement which is not sup-
- ported by valid documentation in accorlance with this
Agreement, or which 1s not made or used in accordance
with this Agreement, or whicia was for goods or services _
not used in accordance with this Agreemenc, A.I1.D., ’



SECTION D.2.

notwithstanding the availability or exercise of .uy otuor
remedies under this Agreement, may require the G antec t.
refund the amount of such disbursement in U.S. Dellars Lo
A.1.D. within sixty (60) days afrter receipt of a request
therefor. : ' '

(b) 1f the failure of Grantee to comply with any of
its obligations under this Agrecement has the result that
goods or services financed under the Grant are not used
effectively in accordance with this Agreement, A.1.D. may
require the Grantee to refund all or any part of the amount
of the disbursements under this Agreement for such goods
or services in U.S. Dollars to A.I.D. withiu six~— days
after receipt of a request therefor.

(c) The right under subsection {(a) or- (b) to require
a refund of a disbursement will continue, notwithstanding
any other provision of this Agreement, for three years
from the date of the last disbursement under this Agreement.

(d) (1) Any refund under subsection (a) or (b), or (2)
any refund to A.1.D. from a contractor, supplier, bank or
other third party with respect to goods or services financed
under the Grant, which refund relates to an unreasonable
price for or erroneous invoicing of poods or services, or
to goods that did not conform to spcecifications, or to LS
services that were inadequate, will (A) be made available
first for the cost of goods and service. ~equired for the
Project, Lo the extent justified, and (R tne remainder,
if any, will be applied to reduce the amount of the Grant.

(e) Any interest oxr other earnings on Grant funds
disbursed by A.I.D. to the Crante¢ under this Agreement
prior to the authorized use of such funds for the Project
will be returned to A.1.D. in U.S. Dollars by the Grantce.

SECTION D.3. Nonwaiver of Remedies. No delay in exercising
any right or remedy accruing to a ’arLy in connection with its

financing under this Agreement will be construed as a waiver of
such right or remedy.

SECTION D.4  Assignment. The Crantee agrees, upon requist,
to execute an assignement to A.L.D. of any cause of actwun which
may accrue to the Grantee in connection with or arising out of
the contractual performanée or breach of performance by a party.. .
to a direct U.S. Dollar contract with A.I.D. financed in whole br™’

in part out of funds granted by A.IL.D. under this Agrecement.



A.I.D. Grant No. 497-0285 -

AMENDMENT NO. 1
TO PROJECT GRANT AGREEMENT
BETWEEN THE REPUBLIC OF INDONFSIA
AND THE
UNITED STATES OF AMERICA
FOR
RURAL WORKS II

Da*e: august 14, 1979,



This AMENDMENT HO 1 dated August ll;, 1979
entered into between THE REPUBLIC OF INDONESIA (“Grantee“)
and TRE UNITED STATES OF AMERICA, acting through the AGENCY
FOR INTERNATIONAL DEVELOPMENT ("A.1.D."),

WITNESSETH THAT |
WHEREAS, on April 1%, 1979, the Grantee and A.I.D.

entered into. a Project Grant Agreement, deszgnated as A, I D.
Project No. 497- 0285 ("Grant Agreement"), whereby A. I D
agreed to grant to the Grantee not to exceed one million
United States ("'U.8.") dolléra ($1,00G,000) to assist the
Grantee in carrylog out a rural works program as more parti-
cularly described therein; and

WHEREAS, the Grantee and A.I.D. desire to amend the
Grant Agreement to reflect an increase of $500,000 in the
~ amount of the Grant from $1,000,000.to $1,500,000;

NOW, THEREFORE, the Grantee and A.I.D, agree that the
Grant Agreement is hereby amended as follows:

1. Section 3.1 is hereby modified to read as foilows:
“Section 3.1. The Grant, To assist the Grantee to meet the
costs of carrying out the Project, A.I.D.,, pursuant to the
Foreign Assistance Act of 1961, as amended, agrees to grant
~the Grantee under the. terms of this Agrpement not to exceed
One Million Five Hundred Thousand Uni*ed States ("U S ")
(dollars. (31,500,000) ("Graat").

B A
-~

“.I;"‘_
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The Grant may be -used to finance foreign exchange costs,
as defined in Section 6.1, and local currency costs, as
defined in Section 6.2, of goods and services requiréd for the
Projecf." |
2. Section 3.2(b) is hereby modified to read as
follows: *(b) The rasources provided by Grantee for the total
Project (Grant and Loan) will be not less than the equivalent
of Thirty-three Million United States Dollars ($33,000,000)
including costa borne on an "in-kind" basis.".
3. The PLOJection of Expendltures attached to
Annen 1 1s deleted and thL attached- Finaneial Plan (Incremental
Funding) is substituted therefor,
4. Except as hereinabove expressly amended, the
Grant Agreesment is ratifled, confirmed and continued in full

force and effect in accordance with all of its terms.

IN WITNESS WHEREOF, the Borrower and the United States
of America, each acting thrcugh 1ts respective duly authorized
representative, have causcd this Amendment No. 1 to be signed
in their names and delivered as of the day and year first

above written.

UNITED STATES OF AMERICA \&‘fEPUBLIC OF INDONESIA
By: &{,&1 is l[)’ ""1 ~ By -
- Walter G» Bollinge : -Urip Widodo, S.-B. = =
Acting Director Secretary General foc
USAID Mission to Departmeut of Manpawer and



RURAL WORKS I
FINANCIAL PLAN (INCRLME?TAL

(Us$ 00

FUNDING) *

. AID ' \
- INPUTS LOAN ’ GRANT ' GON GoI1 ! TOTAL
, X IC TTFX _Tric '
M : : P ;
*, FAR-Subprojects ‘ | i i
a. 1085 Constructed i 15,805 i 2,200 15,935 33,940
- b. 155 Conscructed ’ | ; 3,720 | 3,720
ﬁ’} Technical Assistance : o : ,
- a, 108 MM LT Advisors i 900 ° 190 225 1,315
gf;-b. 24'MM ST Advisors P 300 ; 58 | 355
??“:Training : ; :
F?tfa. In-country : 425 | ; 425 850
;.- bs Overseas 1200 ! i i { 200
i i ) 1
- Research/Training Center ! ! ' N
i 8. Land Development ‘ : 1,200 . 1,2¢0
43 b, Construction 1,100 . 1,100 2,200
e, Equipment/ N ' °
PR Furnishings 200 ! . 250 450
R H i ]
"$y. PKGB Operation ; : ) : 7,300 v 7,800
Contingency 20 ;1,250 f 100 ; 10 | 2,290 3,670
TOTAL | 420 : 18,580.5 1,300 i 200 i 2,200 33,000 55,700

*Note: Includes two tranches
in FY 79, and matching

July 23, 1979

of AID funds made availahle

Borrower funds for GOI FYs 79/80 and 80/81



MAY 198

——— “r70285 (D

asA FPMR (41 M) 101011.8
UNITED STATES GOVERNMENT Po-Adp- 929
Memorandum
TO : Distribution DATE: May 15, 1979
, ?/,
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(Impiementation Letter - Indonesia)




AGENCY FOR INTERNATIONAL DEVELOPMENT
AMERICAN EMBASSY
Jakarta, Indonesia

Date: April 19, 1979

Departemen Luar Negexri
Jalan Taman Pejambon No. 6
Jakarta Pusat

Attention: Directorate General of
Foreign Economic Relations

Subject: A.1.D. Loan No. 497-T-056
‘Rural Works II
Implementation Letter No. 1

Gentlemen:

This Project Implementation Letter explains A.I.D.'s pro-
cedures for utilizing the proceeds of this loan and provides
information that will be of assistance to you in implementing
the Project in accordance with the Loan Agreement. It should
be realized, however, that nothing in this letter or its
attachments amends, modifies or alters the scope, terms or
authority of specific articles and sections referred to or
explained in this communication. This letter and itg
attachments may be supplemanted, from time to time, during
the period of A.I.D.'s invclvement in the Project.

Throughout this letter the term "A.I.D." refers to the
United States Agency for Int=rnational Development. The
term "Government" and "G.0.I." makes reference to singular
and/or collective entities of the Government of the Republic
of Indonesia.

The term "Project" is defined .s the activities described in
Article 2 and Annex 1 of the Lcan Agreement.:

As many of the articles and sections in the Loan Agreement
are self-explanatory, this lettur will address only those
agreement provisions which may 1equire clarification or
further interpretation. However, the omission from dis-
cussion here of any Loan Agreem:nt article or section
should not be construed as lessening the importance or
significance of that specific article or section.



page 2
For clarity of explanation and identity of articles, sections
and subsections discussed in this letter, simultaneous refer-
ence should be made to the loan agreement.

Article III. Financing

SECTION 3.2. Borrower Resources for the Project

Part (b) of this section states that Borrower resources
to be provided in support of the Loan and Grant will be not
less than the equivalent of $13,900,000 including costs
borne on an "in-kind" basis. The term "in-kind" refers to
such costs as those for management and technical staffs,
office space, transportation a..d related costs.

SECTION 3.3. Project Assistance Completion Date

a-b. These sections set forth the terminal date for
the issuance of new commitments against loan funds, and
c. The terminal date for disbursement of actual
A.1.D. loan funds.

Article IV, Loan Terms

SECTION 4.5. Renegotiation of Terms

This section addresses an economic developmental situ-
ation that does not have present application but which could
change substantially in a relatively short time. Specifi-
cally, the Government and A.I.D. agree to renegotiate the
repayment schedule of the loan to reflect any significant
and continuing improvement in the overall economic and
financial position of Indonesia. The section further
establishes the procedures, time and place for these re-
negotiations.

Article V. Conditions Precedent to Disbursement

SECTION 5.1. First Dis bursement

a. This subsection, as in all our loan agreements,
asks for the opinion of your Minister of Justice that the
signed loan agreement is a valid and legally binding obli=-
gation of the Government.

b. This subsection is A.I.D.'s routine request for
the name(s) and signature(s) of the person(s) which your
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Government wishes to have represent them in all matters
related to the loan agreement and the implementation of
the project.
c. Detailed criteria for kecamatan and subproject
selection

1. Selection of Participating Kecamatan: The
DM will select kecamatan yearly Eor Inclusion in the
Rural Works program and notify A.I.D. Selected keca-
matans may be deleted and replaced by other kecamatans
at any time during the year, provided that the substi-
tute kecamatans shall aiso meet the selection criteria
and A.I.D. is notified.

All participating kecamatans must meet certain
criteria which are to be submitted to A.I.D. for approval
as a Condition Precedent to Initial Disbursement. In
keeping with the basic objective of the Rural Works program
.of promoting greater agricultural productivity and rural
economiz development in the poorest areas of Indonesia,
low per capita agricultural production in rural areas is
felt to be the minimal criteria for kecamatan selection,
Additional criteria may be submitted by the DMP, including
the use of rural unemployment surveys.

2. Selection of Subprojects: The DMP must submit
for A.I.D. approval a list of detailed criteria to be uti-
lized in the selection of subprojects. The following five
criteria are considered basic to ensure that the benefits
of each subproject are maximized:

(a) Subprojects, when completed, must result
in a substantive improvement in the basic capacity of the
area for productive development and agricultural activity.

(b) Subprojects must be labor-intensive in
order that as many people as possible be given an immediate
opportunity for work. Therefore, wages are expected to
constitute a high percentage of total subproject costs
on a kecamatan basis.

(c) Subproject must conform to and be
consistent with the overall development plans prepared
by the respective Kabupaten and Province.

(d) Subprojects must conform in size and
scope to the need for work and availability of labor within
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a reasonable distance from the subproject sites. Therefore,
subproject activity must take place close to the villages
of those who will benefit from the activity and its associ-
ated employment effects and must be capable of completion
within a relatively short period of time,

(e) The subprojects should not have any major
adverse environmental effects such as causing damage to land
or water quality, flooding, adversely affecting historical
or archeological sites or disrupting the social and economic
well being of the people.

The above basic criteria for subproject selec-
tion may be expanded and/or refined by the GOI in its
submission to satisfy this Condition Precedent to Initial
Disbursement. Over time, it is anticipated that the GOI
and/or A.I.D. may suggest further revisions to these basic
criteria.

d. Project evaluation is an activity of great impor=-
tance as it provides continuing, comparative bench marks
against which project accomplishments and shortcomings can
be reviewed and assessed., Upon request, A.I.D. is ready
to assist the Government's effort in the preparation of
the evaluation program referred to in this subsection
and detailed in Section 6.1.

SECTION 5.5. Terminal Dates

Conditions precedent to First Disbursement listed in
Section 5.1 must be satisfied within 90 days after the loan
agreement is signed.

Article VI. Special Covenants

Section 6.1. Project Evaluation

This section details the evaluation program required
under Section 5.1(d). As stated, the scope of the program
should be directed toward (1) assessing progress on project
objectives; (2) identification of problems/constraints; (3)
consideration of the manner in which this project's experi-
ences and problems (and, hopefully, their attendant solution)
may be applicable to other aspects of this and other projects
and (4) determining project's development impact.

SECTION 7.1. Foreign Exchange Costs
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This section limits the procurement of A.I.D. financed
goods and services to those countries included in Code 941
of the A.I.D. Geographic Code Book in effect at the time
procurement takes place. A complete list of eligible source/
origin countries is enclosed as Attachment A.

SECTION 7.2. Local Currency Costs

As customary, local currency procurement is restricted
to commodities and services that are purchased in Indonesia
(source) and (except as otherwise permitted by AID in writing)
that were also manufactured or created in (origin) this country.

Article VIII. Disbursement

SECTION 8.1. Foreign Exchange Disbursements

Disbursements for U.S. dollars costs are normally made
against Letters of Credit established under Letters of
Commitment to Government sclected U.S. banks., However,
other payment procedures are also available and may be
used as appropriate. TIn order that you may be generally
more aware of some of thege practices, we have enclosed
Attachment B on Letter of Commitment procedures.,

USAID will finance from the loan 100% of the foreign
exchange cost of the following mutually agreed items:

(a) Overseas training

(b) Specialized imported training, laboratory and
research equipment for the Rescarch and Training
Center,

SECTION 8.2. Disbursement for Local Currency Costs

The Indonesian Government has strongly requested that
all disbursements under the Rural Works II project loan to
cover local currency costs be made in U.S. dollars. USA1D/
Indonesia will comply with this request unless U.S.-owned
Indonesian rupiahs which are generated under other mutually
agreed upon U.S, assistance programs should become surplus
to the needs of the U.S. Government.

USAID doer not anticipate that significant amounts of
surplus Indonesian rupiahs will be accumulated by the U.S,.
Government during the life of this project. Accordingly,
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it should be possible to disburse the full amount of the
Rural Works II project loan in U.S. dollars. No change
in the use of U.S. dollars to affect payments for- any
local costs of the Rural Works II project will take
place without prior consultation with the Indonesian
Government.

USAID agrees to finance the following local currency
costs from the loan;

(a) 50% of the cost of approved in-country training.

(b) 50% of the construction cost of the Research and
Training Center, excluding land, local furnishings and
the construction cost of PKGB central office facilities
if co-located.

(c) Fixed Amount Reimbursement (FAR) of subprojects
under the following conditions:

1. If the Government of the Netherlands (GON)
does not provide assistance for subproject reimbursement,
USAID will reimburse 50% of the construction and design
cost of acceptable subprojects.

2. If the GON does provide assistance for sub-
project reimbursement, the combined AID-GON donor contri-
bution shall not exceed 60%. In FY 1978/79, the GON will
reimburse 257 of the cost of each subproject reimbursed
by USAID. USAID reimbursement will be 35%, Starting in -
FY 1979/80, it is proposed that the GON be responsible
for a separate area of Indonesia; East Java and Eastern
Islands. 1In this case, the 35/25 percent split between
donors will be maintained on an overall program basis,
but each donor will reimburse 60% of the construction and
design cost of acceptable subprojects in their separate
areas of responsibility. Adjustments may be needed
periodically in the number of subprojects reimbursed by
AID and GON in order to maintain the 35/25 ratio for the
overall construction program,

(d) The percentage of AID financing for any activity
might be changed by mutual agreement of AID and GOI if
necessary to achieve the objectives of the program and
AID financing.

SECTION 8.4. Rate of Exchange

It is understood and agreed that the rate of exchange
utilized to determine the amount of dollars disbursed for
local costs will be the rate utilized by the Bank of
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Indonesia to buy dollars in exchange for rupiahs ( the
buying rate for dollars). This rate, however, will not
be less favorable to the United States Government than
the highest rate at which the United States Government
could buy rupiahs from the Bank of Indonesia with dollars
for United States Government expenditures in Indonesia.

No change in the use of the Central Bank buying rate
for dollars to calculate the conversion for local currency
enpenditures will take place without prior consultation
with the Indonesian Government.

Amplified Description of the Project - Annex 1

Please note that changes in the description may be
made only by the representatives specified in Section 9.2
(Chairman or Vice Chairman of BAPPENAS and the USAID Mission
Director) without formal amendment of the Loan Agreement.
However, changes in the Financial Plan for individual line
items of input may be made by the authorized representatives
designated in accordance with Section 5.1(b) and Section 9.2.

Project Loan Standard Provisions ~ Annex 2

Utilization of Goods and Services - Section B.3(b)

Countries included in Code 935 of A.I.D. Geographic
Code Book Book are listed in Attachment C.

Information and Markings - Section B.8

As implementation proceeds, A.I.D. will advise regarding
the appropriate use of signs and markings on commodities and
at project sites.

Notification to Potential Suppliers - Section C.5

Shipping - Section C.6

Insurance ~ Section C.7

If and when procurement of imported commodities is needed,
A.I.D. will advise on appropriate procedures.

We will be pleased to discuss any questions about the
implementation of this Loan and the project it supports. In
order to ensure that there is general agreement between the
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Indonesian Government and A.I.D. on the contents of this
implementation letter, please so indicate in a letter of
concurrence signed by the Government of Indonesia's
authorized representative as stated in the Loan Agreement.

Sincerely yours,

%«@aw

Thomas C. Niblock
Director

Attachments: A. A.I.D. Geographic Code 941
B. Letters of Commitment Procedures
C. A.I.D. Geographic Code 935

10 (1 w/attachment)
5 (1 w/attachment)

cc: DEPLU
BAPPENAS
Dept. of Manpower

ASIA/PD

DIR/DD

RLA

MGT

PRO

Project Officer
RD

C&R

WHEHEMNDNWHEO (9]

Clearances: PRO: RSingleton ] DD:WGBollinger \\\J

PRO: RCohen
RD : CRheingans 2

Drafted: LA: JRKahle: es, 4/10/79
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ACI!D- Grant NO. 497-0285

AMENDMENT NO. 1
TO PROJECT GRANT AGREEMENT
BETWEEN THE REPUBLIC OF INDONESIA
AND THE |
UNITED STATES OF AMERICA
FOR
RURAL WORKS II

Date; august 14, 1979,



This AMENDMENT NO. 1, dated August 14, 1979, -
entered into between THE REPUBLIC OF INDONESIA ("Grantee")
and THE UNITED STATES OF AMERICA, acting through the AGENCY
FOR INTERNATIONAL DEVELOPMENT (A.1.D."),

WITNESSETH THAT

WHEREAS, on April 19, 1979, the Grantee and A.I.D.
entered into a Project Grant Agreement, designated as A.1.D.
Project No. 497-0285 ("Grant Agreement”), whereby A.I.D,
agreed to grant to the Grantce not to exceed one million
United States ("U.8.") dollarg ($1,000,000) to assist the
Grantee in carrying out a rural works program as more parti-
cularly described therein; and

WHEREAS, the Grantee and A.I.D. desire to amend the
Grant Agreement to reflect an increase of $500,000 in the
amount of the firant from $1,000,000 to $1,500,000;

NOW, THEREFORE, the Grantee and A.I.D, agree that the
Grant Agreement ig hereby amended as follows:

1. Section 3.1 is hereby modified to read as follows:
"Section 3.1, The Gract. To assist the Grantee to meet the
costs of carrying out the Project, A.1.D,, pursuant to the
Foreign Assistance Act of 1961, as amended, agrees to grant
the Grantee ﬁﬁder the terms of thig Agreement not to exceed
One Million Five Kundred Thousand United States ("u.s.")
dollars ($1,500,000) ("Grant"),

-1-
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The Grant may be used ts finance foreign exchange costs,
4s defined in Section 6. 1, @nd local currency costs, as
defined in Section 6.2 -2, of goods and services required for the
Project."

2. Section 3.2(b) 1is hereby modified to read as
follows: "(b) The resources provided by Grantee for the total
Project (Grant and Loan) will be not less than the equivalent
of Thirty-three Million United States Dollars ($33,000,000)
including costs borne on an "in-kind" basig."

3. The Projection of Expenditures attached to
Annex 1 is deleted and the attached Financial Plan (Incremental
Funding) is substituted therefor.

4. Except as herelnabove expressly amended, the
Grant Agreement is ratified, confirmed and continued in full

force and effact in accordance with all of its terms.

IN WITNESS WHEREOF, the Borrower and the United States
of America, each acting through its respective duly authorized
representative, have causcd thig Amendment No. 1 to be eigned
in their names and delivered as of the day and year firge

above written,

UNITED STATES OF AMERICA EPWB LIC OF INDONESIA
Wt 3 [l - M
By: {Mm N By o= -
Walter G Bollin e Urip Widodo, S, H.
Acting Directox , Secretary General for
USALID Mission to Department of Manpower and

Indonesia Transmigration



RURAL WORKS 11
FINANCIAL PLAN (INCREMENTAL FUNDING)*

(UsS$ 000)

AXID ’ i .
INPUTS " T1O0AN ' GRANT ' GON ' GOI1 : ~ TOTAL
) : i —= i : .
1. FAR-Subprojects | ; ;
a. 1085 Constructed : i 2,200 15,935 33,940
b. 155 Constxructed ! ; 3,720 | 3,720
2. Technical Assistance : T
a. 108 MM LT Advisors : 900 190 225 ! 1,315
b. 24 MM ST Advisors ; 300 55 i 355
3. Training : : "
a. In-country : : . 425 | , 850
b. Overseas : i | 200
4, Research/Training Center ' ; i
2. Land Development : : + 1,200 | 1,200
k. g:zgcruct}an ; ' ‘ 1,100 s 2,200
c. pent i : { :
Furn#shings ’ . f 250 450
5. PKGB Operation ; : : i 7,800 7,800
Contingency ; . 100 . 10 ; 2,290 3,670
TOTAL . 18,580 ;| 1,300 | 200 . 2,200 33,000 55,700

*Note: Includes two tranches of AID funds made available

in FY 79, and matching Borrower funds for GOI FYs 79/80 and 80/81

July 23, 1979
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"UNITED STATES GOVERNMENT 447025C
Memorandum P-Ade-

TO : Distribution DATE: Feb. 6, 1979 ?&,
FROM : ASIA/PD/EA, M, P. Leifert

SUBJECT: INDONESIA - Rural Works TI Project (497-0285)
$25 Million Loan; $3.0 Million Grant
Project Authorization

Attached, for your information and files is copy of subject
document, signed by DA/AID on January 23, 1979.

Distribution:

AA7ASIA, J. H. Sullivan
DAA/ASIA, F. Schieck
AA/PPC, A. Shakow

ASIA/PD, D. Brennan
ASTA/TR, C. Martin
ASTIA/ISPA:D. Fredrick
ASIA/DP:CJohnson
GC/ASIA:CStephenson
PPC/PDPR:R. Malley

GC, Markham Ball

FM/LD, Arthur Smith
FM/RDC, Dannie Baker
ASIA/PD/ENGR, R. MacDonald
ASIA/TR, T. Arndt
SER/CM/SD, J. Murphy
ASIA/DP, R. Halligan
ASIA/DP, R. Leonard (2)
USATD/Indonesia (2-way w/6)

>Ds/plu (2)

Bay U.S. Savings Bonds Regularly on the Payroll Savings Plan




JAN 17 1979

ACTION MEMORANDUM FOR THE ‘ADMINISTRATOR

THRU : ES ", - ;

\‘ -
THRU: AA/PPC, Alexander Shakow;{“j
FROM: A/AA/ASTA, Robert Halliga

SUBJECT: Indonesia - Rural Works II Project (497-0285) -
$25 Million Loan; $3.0 Million Grant

Problem: Your approval of subject proiect is required be-
cause life-of-project funding exceeds $10 million.

Background: The purpose of subject project is to generate
employment (short and long-term) and income for rural poor
people through the construction and operation of small phy-
sical infrastructure, such as irrigation/flood control canals,
feeder roads, etc. Over the next three years under Rural
Works II, some 1,500 subprojects will be constructed in about
1,100 to 1,500 of the poorest subdistricts (kecamatans).
Subprojects will primarily be concentrated on the island of
Java, since that is the area of largest population and most
serious rural employment problems; however, a number of sub-
projects will be constructed on Sumatra and the other outer
islands.

Subprojects are simple in design and use local materials and-
labor as much as possible. The subprojects are designed for
maximum labor content - usually at least 70% of the cost of
an individual subproject. Subproject selection criteria ac-
cord priority to participating subdistricts with low income
and high underemployment. The selection criteria also place
emphasis on creation of durable physical assets which will
provide continuing income and employment benefits.

Of the A.I.D. loan of $25 million, approximately $23 million
will finance a portion (34%) of the cost of constructing the
subprojects. The balance of the loan will assist in financing
costs of constructing an associated research and training
program, both in-country and overseas. The grant will fin-
ance approximately 23 person-years of long and short-term
advisors. Contributions in the amount of $46 million from

the Government of Indonesia (GOI) and $5.5 from the Govern-
ment of the Netherlands are planned.

GOngeed
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The subject project represents a significant expansion of

the successful Rural Works I Project (497-0240), whlcb was
initiated in 1975. Rural Works I loan funds ($6:8 million)
will be fully committed to subprojects initiated in calendar
year 1978, and Rural Works II is intendca to provide contin-
uity of A.I.D.-funding. The ongoing project was subjected to
intensive evaluations in 1976 and late 1977. Both evaluations
concluded that the project is meeting its objectives and has
been highly successful in bringing about improvements in admini-
strative performance by the GOI.

The project has been examined for overall soundness according
to the following criteria:

1. Technical Soundness - Subprojects are relatively simple to
design and construct. =~  Their construction and implementation
are well within the capabilities of local communities assisted
by officials of provincial public works departments. Sound
selection criteria for rural works subprojects have been estab-
lished and are carefully observed. Important improvements have
been made in the system for developing designs and cost estimates
of subprojects before initiation of construction. Construction
supervision has improved through the combined effect of training
local supervisors provided by the Directorate of Manpower (DMP)
which manages the program, and obtaining the cooperation of local
public works officials. Maintenance is provided through partial
subsidy by the DMP and financial incentives to communities which
perform the most effective maintenance.

2. Economic Analysis - The subject project is an economic and
sound labor-intensive approach to developing rural infrastructure.
An economic analysis indicates that the project will have a sign-
ificant effect on short and long-term employment and rural in-
comes, increase overall agricultural production, and generate
significant direct economic returns. For example, using first
pessimistic and then optimistic assumptions, the Internal Rate

of Return to canal subprojects is estimated at 46 and 62 percent.,

3. Financial Soundness - The GOI has increased the budget for
the Rural Works Program from $2.65 million in 1974 to $18 million
in 1978, reflecting a progressively increasing commitment to-the
program. Accordingly, the proposed GOI contribution of $46 mil-
lion over a three-year period is considered realistic.

4. Social Soundness - Subprojects constructed under the rural
wgrks program are intended for the poorest rural communities;

the average per capita income of Rural Works I beneficiaries ap-
proximated $100 compared to an average of $171 for all rural
Indonesia. A social soundness analysis conducted in early 1978
concluded that most subprojects reflect the felt needs of Indone-
sian villagers, and a high precentage are selected with direct
involvement of target communities.
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5. Institutional Capability - The DMP has significantly in-
creased 1ts capability to carry out the rural works program,
by expanding its staff, creating a central monitoring and
evaluation unit, training local construction supervisors,

and impreving procedures for subproject selection, design,
and maintenance. Perlaps the most succesful aspects of

Rural Works I have been this institutional development of
the DMP and GOI's readiness to act on recommendations of the
evaluation studies regarding administrative practices. The
changes cited and the significant level of technical assistance
provided by the A.I.D. grant lead us to conclude that the GOI
will have the capability to administer the subject project:.

On the basis of the analysis summarized above, we have de-
termined that the project is well conceived and feasible,
based on technical, social, economic, administrative and
financial consideraticns. The PP has been reviewed without
issue by the Development Loan Staff Committee (the PP re-

view pre-dated establishment of the Bilateral ~ubcommittee) ,and
the Christopher Committee on Human Rights. A negative envir:
omental determination was signed by the AA/ASIA on 5/9/78.

The project is included in the FY 1979 Congressional Present-
ation at $8,000,000 Loan and $500,000 Grant.” An advice of
Program Change was sent to Congress on 27/78 and the 15
day waiting period expired on 1/10/79,due to an increase in
the grant component? v '
The project will be subject to joint Government of Indonesia
(GOI) and USAID yearly evaluations and ad hoc field studies

on socio-economic impact with a specially trained GOI team

to continuously monitor subproject selection, construction
quality and long term impact. In addition, a complete, in-
depth evaluation of the GOI PKGB (New Style Labor Intensive)
program has been proposed for the summer of 1979. There are
no Congressional issues or questions nor A.I.D. Auditor General
or GAO audits related to this project.

Subsequent to Asia Bureau approval of the project, an upward
adjustment of the technical assistance component by the Mis-
sion has added §500,000 to the Life of Project (LOP) cost

of $27,500,000 as given in the Project Paper, to give a re-
vised LOP of $28,000,000. . Accordingly, the project is ready
for approval.

Recommendation: That you approve $25,000,000 in loan fin-
ancing and $3,000,000 in grant financing for the life- of-the
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project period FY 1979 through FY 1982 and authorize §$8,000,000
in loan financing and $1,000,000 in grant financing in FY 1979
with further increments subject to the availability of funds

by signing the attached Project Authorization (Tab A).

Tab A - Project Authorization

ASIA/PD/EA:MPLeifert:mab:12/27/78:x58960

Eaad .
. ¢ }.
- Lo~y
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THE

DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON. D. C. 20523

OFFICE OF
ADMINISTRATOR

PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS

PART 1II-

INDONESIA Rural Works II
A.I.D. Project
No. 497-0285

Pursuant to Part I, Chapter 1, Section 103(a) of the Foreign
Assistance Act of 1961, as amended I hereby authorize a Loan
and a Grant to Indonesia (the "Cooperatlng Country") of not

to exceed Nine Million United States Dollars ($9,000,000)

(the "Authorized Amount") to help in financing certaln foreign
exchange and local currency costs of goods and services
required for the project as described below. The project
consists of goods and services required for training, technical
assistance and reimbursement for a portion of the costs of
construction of small, labor intensive, economically productive
rural works (hereinafter referred to as the "Prnject").

Of the Authorized Amount, Eight Million Dollars ($8,000,000)
("Loan") will be loaned and One Million Dollars ($1,000,000)
("Grant") will be granted to the Cooperating Country to
assist in financing certain forelgn exchange and local
currency costs of goods and services required for the Project.

I approve the total level of A.I.D. appropriated funding
planned for this Project of not to exceed Twenty Eight Million
United States Dollars, of which $25,000,000 will be Loan funded
and $3,000,000 Grant funded 1nclud1ng the funding authorized
above, durlng the period FY 1979 through 1982. I approve
further increments during the period of Loan and Grant fundlng
up to $19,000,000 subject to the availability of funds in
accordance w1th A.I.D. allotment procedures.

I hereby authorize the initiation of negotiation and execution
of the Project Agreement or Agreements by the officer to whom
such authority has been delegated in accordance with A.I.D.
regulatlons and delegations of authority subject to the follow-
ing essential terms and covenants and major conditions; to-
gether with such other terms and conditions as A.I.D. may deem
appropriate:
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a. Interest Rate and Terms of Repayment

The Cooperating Country shall repay the Loan to A.I.D.
in United States Dollars within forty (40) years from the date
of first disbursement of the Loan, including a grace period
of not to exceed ten (10) years. The Cooperating Country shall
pay to A.I.D. in United States Dollars interest from the date
of first disbursement of the Loan at the rate of (a) two per-
cent (2%) per annum during the first ten (10) years, and (b)
three percent (3%) per annum thereafter, on the outstanding
disbursed balance of the Loan and on any due and unpaid
interest accrued thereon.

b. Source and Origin of Goods and Services

Except for ocean shipping, goods and services financed
by A.I.D. under the Project shall have their source and origin
in the Cooperating Country or the United States (ir the case
of the Grant) and in the Cooperating Country or countries
included in A.I.D. Geographic Code 941 (in the case of the Loan)
except as A.I.D. may otherwise agree in writing. Ocean shipping
financed under the Project shall be procured in accordance with
current A.I.D. policy.

Clearances: Date Initial
Markham Ball, GC s , A
Alexander Shakow, AA/PPC ], L s
Robert Halligan, A/AA/ASIA

Robert H. Nooter, DA/AID

ol

Signature

Robert H. Nooter

Date

GC/Asia:CStephensQn:hp



