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EXECUTIVE SUMMARY 

The PURSE Project promotes the use of pubhc-pnvate partnershIps (PPP) as a methodology for 
Indonesia's urban envIronmental mfrastructure development through three Project components 
PolIcy, Legal and Regulatory, DemonstratIOn Projects, and, Trammg and CommUnICatIOns 

ThIs document serves as the Project's Annual Progress Report for the calendar year 1997, and 
as such mcludes the seventeenth Quarterly Performance Report covermg the penod October 1 
through December 31, 1997 It also descnbes work planned for the commg quarter GIven therr 
Importance, an analysIs of progress and Issues IS presented for each demonstratIOn project 
Charts and tables measurmg progress m achIevmg PPP are mcluded as mOnItonng mdicators m 
accordance wIth the USAID MIssIOn's StrategIC ObjectIves and Results Package AppendIces 
mclude detaIled charts on trammg actIvItIes and personnel utIlIzatIOn, a dIscuSSIOn of Issues and 
opportunItIes currently facmg the project, and a comprehensIve lIstmg of offiCial PURSE 
products to date 

AccomplIshments 

By any measure 1997 was a landmark year for the PURSE Project and, even more Importantly, 
for the Government's program to secure pnvate sector mvestment m the natIon's urban 
mfrastructure These achIevements are not only the dIrect result of contractor efforts, but 
reflectIve of contmued support from USAID's Office of Fnvironmental Management and a 
sustamed commItment on the part of the Government to accomplIsh the targets establIshed m 
RepelIta VI for pnvate partICIpatIOn m the country's development Among the most notable 
developments durmg 1997 are 

• 

• 

• 

• 

ThIS year PURSE-supported PPP projects have resulted m the SIgnIng of five major 
contracts wIth an approXImate total value of $1 335 bIllIon, 

Among the Project's current actIVItIes IS the development of an mternatIOnal 
competItIve tender process for a water supply project m Pontmnak, West 
KalImantan ThIS would be the first tendered water project m IndoneSia, and could 
represent a watershed development for publIc-pnvate cooperatIOn, 

Manado has also mdlcated serIOUS mterest m securmg prIvate Investment to expend 
ItS water supply system through a competItIve process PURSE IS provIdmg mtensive 
consultmg servIces to help the PDAM Identrfy the optImal project, and then structure the 
tender 

WIth PURSE actIve partICIpatIOn, the Government has made SIgnIficant progress on the 
development of a multi-sectoral PPP law and two supportmg preSIdential decrees 
(Keppreses) whIch WIll strongly emphaSIze the competItIve process and help create the 
enVIronment for mcreased transparency m procurement ThIs law IS expected to be 
promulgated m early 1998, 
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• 

• 

• 

Progress has been made on the establishment of a PPP Center to help facIlItate and 
coordmate the development and ImplementatIOn of publIc-pnvate partnershIps m all 
mfrastructure sectors, 

The PURSE Project finalIZed a number of Important "tools" or products, desIgned 
to facIlItate PPP project ImplementatIOn whIch wIll be dissemmated m EnglIsh as well 
as Bahasa IndonesIa These "operatIOnal" products Include the Project LIfe Cycle, the 
RIsk Management Handbook, and the FmancIal AnalysIs Model User's Manual These 
practIcal products are also the focus of the on-gomg PURSE m-country PPP traInmg 
program 

The Government, through Bappenas, has commItted to provIde techmcal assIstance 
resources beyond the conclUSIOn of the PURSE techmcal assIstance contract to those 
PDAMs whIch enter mto a competItIve tender process These addItIOnal resources could 
be accessed through the World Bank-funded TAP4I program, or other donors ThIS IS 
a sIgmficant commItment, as a) It allows PURSE to aggressIvely pursue PPP 
opportumtIes m as many mumcipalItIes as possIble through the end of the contract, b) 
PDAMs can choose the competItIve optIOn knowmg they WIll have consultmg support 
throughout the process, and, c) It demonstrates the Government's senousness m 
encouragmg competItIOn 

Work Plan ActIvItIes 

WhIle these are mdeed Important accomplIshments, a sIgmficant amount of work remams to be 
done If the Project's achIevements are to have a lastmg effect, and If the Government's 
mfrastructure pnvatIzatIOn program IS to be sustamed WIth PURSE concludmg ItS techmcal 
aSSIstance actIvIties m September 1998, the remammg months of the current Fourth Work Plan 
are dedIcated to workmg actIvely WIth the Government to a) get more PPP deals sIgned, 
partIcularly through the competItIve tender process, b) mstItutlOnallZe the m-country PPP 
trammg program (mcludmg development of addItIOnal case studIes and the mvolvement of 
more pnvate sector speakers), c) IdentIfy mstItutlOnal homes for PURSE products, 
mcludmg the Project LIfe Cycle, RIsk Management Handbook, FmancIaI AnalYSIS Model and 
User's Manual, and the five PPP traInmg program modules 

Important Issues 

Major Issues contInue to confront the Government, and present challenges whIch reqUIre clarIty 
of purpose, perSIstence, and, In many cases, strong polItIcal WIll to successfully meet 
It IS the mtentIOn of the PURSE Project to keep these Issues squarely m front of Government 
deCISIOn makers, and to contmue to prOVIde whatever aSSIstance may be reqUIred m addressmg 
them In the opmIOn of PURSE, these cntIcalissues mc1ude 

• The current financIal and economIC CriSIS facmg the country IS likely to have a 
dampenmg effect on mfrastructure mvestment, partlculary foreIgn mvestment 
UntIl the ruPIah IS stablIzed, and foreIgn exchange nsk can be relIably assessed, many 
projects are lIkely to be postponed 

PURSE Annual Progress Report 1997 & Quarterly Performance Report No 17 Page ll/ 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

• 

• 

• 

• 

• 

An on-gomg, and seemmgly mtractable concern IS that numerous projects contmue to 
flounder due largely to blatant polItIcal Interference and unrealIstIc expectatIOns for 
profit on the part of some mvestors 

Much progress was made dunng the second half of 1997 m developmg a new multI
sectoral Government RegulatIOn for publIc-prIvate partnershIps m mfrastructure 
Due to be promulgated m early 1998, thIS new law has many posItIve aspects, and 
represents a sigruficant opportunIty to promote a frur, open, and transparent competItIve 
process for developIng the country's mfrastructure 

An Important Issue In thIS regard, however, WIll be the Government's abIlIty and 
wIllIngness to enforce the new PPP law Dunng thIS penod of economIC and finanCIal 
mstabIhty, IndoneSIa's bUSIness and government procurement practIces are comIng under 
Increased scrutmy from both domestIc and mternatIOnal quarters It wIll be a true test of 
Government's commItment to protect the mtegnty of the competItIve process 

The Government needs to better coordInate Its Infrastructure fundIng program so as 
not to be competIng wIth potentIal prIvate sector Investments It IS ImperatIve that 
such fundmg programs be made known to the pnvate sector, as they WIll Impact on 
customer base and the revenue stream to the PPP project, and thus ultImately on project 
deSIgn and "bankabilIty" PURSE has seen at least two examples of a lack of full 
communICatIOn at the local level (Padang and Pontianak) whIch could sigruficantly alter 
If not delay or cancel planned pnvate Investment 

WhIle somewhat outSIde of the dIrect management mterest of the ProJect, PURSE 
beheves that too many PDAMs lack the management and financIal capaCIty to 
partICIpate In a PPP project The need to drastIcally Improve management and overall 
accountabIlIty of PDAMs, perhaps through an overhaul of the IncentIve structure, IS 
paramount WIth the current devaluatIOn of the ruPIah and other finanCIal pressures on 
Government, the need to attract pnvate capItal to fund Infrastructure development has 
never been more ObVIOUS However, finanCIally weak PDAMs wIll be VIewed as hIgh 
nsk partners by the pnvate mvestors, makIng It more dIfficult for them to Improve the 
coverage and qualIty of pIped water servIce to theIr communItIes 

The stated polIcy of the Government IS to prOVIde no sovereIgn guarantees In support of 
PPP mfrastrastructure pro] ects m the water sector Nevertheless, wIth the weak 
finanCIal condItIOn of most PDAMs, and theIr resultmg lack of credIt worthmess, 
some form of credIt enhancement wIll be needed to attract prIvate mvestors, and 
make projects finanCIally VIable PURSE WIll work WIth Government to explore 
alternatIve finanCIal support mechanIsms whIch may be appropnate and acceptable to all 
partIes 
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• 

• 

It IS cntIcal that operatIOnal PURSE products be given an official InstitutIOnal home, 
and that they be produced and dlssemmated as soon as possble as Government of 
IndoneSia, and no longer as PURSE, documents or tools These mclude the Project LIfe 
Cycle, Risk Management Handbook, and FmancIal AnalYSIS Model (F AM) User's 
Manual ThIs formal adoptIOn by Government wIll ensure theIr ViabIlIty and utIlIzatIOn 
byPDAMs 

The formal mstltutlOnalIzatlOn of the PURSE m-country trammg program by the end 
of the technIcal aSSIstance contract (September 30, 1998) IS not yet assurred WhIle the 
stated mtentIOn of Bappenas IS to have the trammg program under the wmg of the new 
PPP Center, It now appears unlIkely that the Center WIll be organIzed, staffed and 
operatIOnal m tIme to allow an effectIve transfer of the trammg program from PURSE to 
ItS new home 

These Issues are dIscussed m greater detail m Appendix C -- Issues and Opportumtles 

Together WIth USAID and the Government, PURSE has prepared a lean, focused and aggreSSIve 
final Fourth Work Plan covermg the remaImng months of the techmcal aSSIstance to aSSIst m 
addressmg these c,hallenges Project actIvItIes and resources WIll be devoted pnmanly to 
concludmg addItIOnal PPP deals, emphasIzmg those followmg the competItIve tender process, 
and to mstitutIOnalIzmg the tools and trammg programs developed over the course ofthe Project 
As the Project draws to a close at the end of the thIrd quarter of 1998, PURSE IS confident that 
all partIes concerned WIll reVIew the 69 month Project effort WIth collectIve satIsfactIOn m a 
record of achIevement and sIgmficant Improvement m the counntry's urban envIronmental 
mfrastructure and m the qualIty of lIfe of ItS people 
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RINGKASAN EKSEKUTIF 

Proyek PURSE bertuJuan mengembangkan penyedlaan prasarana melalm Kemltraan Pemenntah
Swasta (KPS) melalm tIga komponen proyek KeblJakan, Hukum dan Peraturan, Proyek 
Percontohan (DemonstratlOn Projects), dan Pelatlhan dan Komumkasl 

Laporan lID merupakan Laporan KmeIJa Tahunan untuk tahun 1997, dan Juga laporan kwartalan 
proyek ke TUJuh Belas yang mencakup penode I Oktober sampm 31 Desember 1997 Laporan 
1m Juga mellJelaskan rencanaan keIJa untuk kwartal yang akan datang AnalIsa dan kemaJuan dan 
permasalahan dlSaJIkan per masmg-masmg demo proyek berdasarkan tmgkat kepetmgannya 
Gambar dan tabel pengukuran kemaJuan dalam pencapman KerJama Pemermtah-Swasta (KPS) 
dlmasukkan ke dalam momtormg mdlkator menurut USAID mISSIOn strategIc ObjectIves dan 
paket hasIl Lampiran dalam laporan lID memasukkan dIagram secara rmCl mengenm peiatihan 
dan penggunaan sumber daya manUSIa, sebagmmana dlblcarakan dalam permasalahan dan 
kesempatan yang saat mi sedang dihadapi oleh proyek, dan daftar hasll keIJa PURSE secara 
menyeluruh sampm saat mi 

PencapaIan 

Tahun 1997 merupakan tahun landmark (keberhasIlan) bag I PURSE Proyek, dan yang leblh 
pentmg lagl, keberhaSIlan program Pemenntah dalam memastIkan mvestasl plhak swasta pada 
prasarana perkotaan nasIOnal Pencapman ml tIdak hanya berdasarkan hasll lang sung kepada 
usaha kontraktor, tapl terhhat pada dukungan lebIh lanJut darl USAID dan komitmen darl 
Pemenntah untuk melaksanakan target yang telah dIbuat dalam RepelIta VI untuk peran serta 
swasta dalam pembangunan negara Diantara pembangunan yang dapat dIurmkan selama tahun 
1997 antara lam 

• 

• 

• 

Pada tahun mi proyek PURSE mendukung proyek-proyek KPS yang menghasIlkan 
penanda-tangan lIma kontrak dengan mlm total kurang leblh $1,335 Juta 

Diantara kegIatan proyek saat ml salah satunya adalah mengembangkan proses tender 
mternasIOnal untuk proyek penyedlaan mr berSIh dl PontIanak, Kahmantan Barat Proyek 
ml merupakan proyek pertama yang dltenderkan dalam sektor AIr Berslh dl IndonesIa, 
dan dapat mewakIlkan pembangunan kerJasama mr berSlh Pemermtah-Swasta 

Manado Juga telah menunJukkan mmat secara senus dalam memastlkan mvestasl swasta 
untuk mengembangkan system mr berSIh melalm proses persamgan PURSE saat mi 
membenkan bantuan konsultasl yang mtenslf untuk membantu PDAM dalam 
mengidentifikasikan proyek yang optImal, dan kemudian menstrukturkan tender 

• Dengan keterhbatan aktlf PURSE, Pemermtah telah mencapm kemaJuan yang cukup 
pentmg dalam pengembangan peraturan men genal KerJasama multi sektoral 
Pemermtah Swasta dan 2 (dua ) peraturan pendukung keputusan Presiden yang sangat 
menekankan kepada proses kompetltIf dan membantu menciptakan hngkungan yang 
transparant dalam pengadaan KPS Peraturan 1m dlharapkan dalam dlkeluarkan pada awal 
tahun 1998 
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• 

• 

• 

Usaha pendIrIan Pusat Kerjasama Pemermtah Swasta (PPP Centre) telah dllakukan 
untuk memudahkan serta membantu koordmasl pembangunan dan pelaksanaan 
KerJasama Pemenntah Swasta dalam semua sektor prasarana 

Proyek PURSE telah menyelesalkan sejumlah hasIl atau "alat" yang cukup pentmg, 
yang dlbuat untuk memudahkan pelaksanaan proyek KPS yang akan dlsebar luaskan 
dalam Bahasa Inggns dan Bahasa Indonesia HasIl tersebut antara lam Slklus Pengadaan 
Proyek Kemltraan (Project LIfe Cycle), Pedoman Pengelolaan RIslko (Risk Management 
Handbook) dan Buku PetunJuk bag! Pengguna Model Anahsa Keuangan (FmancIaI 
AnalysIs Model User's Manual) HasIl ml merupakan fokus dan program pelatlhan KPS 
Proyek PURSE dalam negen 

Pemenntah, melalm Bappenas, telah berkomltment untuk menyedlakan sumber daya bag! 
bantuan tehms setelah kontrak bantuan tehms PURSE selesat kepada PDAM yang 
memasukl kedalam proses tender kompetltlf Tambahan sumber daya ml dapat melalm 
Dana Bank DunIa - program TAP4I, atau donor lamnya Benkut m! adalah merupakan 
komltment yang sang at pentmg a) menglzmkan PURSE untuk mendorong secara agreslf 
peluang KPS dl berbagat daerah sampat aklnr kontrak, b) PDAM dapat memlhh plhhan 
kompetltIf dengan mengetahm bahwa mereka akan mempunyat dukungan konsultasl 
dalam melalm proses tersebut, dan, c) menunJukkan kesenousan Pemenntah dalam 
memastlkan adanya persamgan 

KegIatan Rencana Kerja 

Mesklpun pencapatan ml sangat membanggakan bag! semua plhak, maslh ada tugas-tugas 
pentmg yang harns dlkefJakan agar pencapatan ml mempunyat dampak yang berkesmambungan, 
dan Jlka program Pemenntah dalam penswastamsaslan prasarana ml tetap dlteruskan 
Keterhbatan bantuan tehms PURSE berakhIr pada Bulan September 1998, untuk Slsa bulan-bulan 
Rencana KefJa ke Empat yang tersedIa dldedlkaSlkan untuk bekerJasama aktlf dengan Pemenntah 
dalam a) mencapal penanda-tangan kontrak KPS leblh banyak lagl, umurnnya dengan 
melalm proses tender kompetltlf, b) melembagakan program pelatlhan KPS dl dalam negen 
(mehputl pengembangan Studl kasus tambahan dan menambah keterhbatan pemblcara dan Plhak 
Swasta ), c) mengldentdikasl pelembagaan hasIl PURSE, yang mehputl Slklus Pengadaan 
Proyek Kemltraan (Project LIfe Cycle), Pedoman Pengelolaan RIslko (Risk Management 
Handbook), dan Buku pedoman bagl pengguna model anahsa Keuangan (Fmanclal AnalYSIS 
Model User's Manual) 

Permasalahan Pentmg 

Permasalahan yang cukup besar maslh harns dlhadapl oleh Pemenntah, dan tatangan saat 1m 
yang membutuhkan tuJuan yang Jelas, ketekunan, dan dalam beberapa permasalahan, kemgman 
pOhtlk yang kuat untuk mencapat keberhasIlan tersebut PURSE bermaksud untuk tetap 
menyelesatkan bersama para pengambIl keputusan, dan melanJutkan bantuan yang dlperlukan 
Ada beberapa permasalahan yang PURSE anggap sangat kntlkal mehputl 
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• 

• 

• 

• 

Knsls ekonoml dan keuangan yang saat 1m sedang dlhadapl oleh negara 1m sepertmya 
akan mempunym dampak dalam mvestasl prasarana, umumnya mvestasl asmg Banyak 
proyek yang akan tertunda, sampm ruPIah kembah lagl stabll, dan nSlko akan mlm tukar 
valuta asmg dapat dlpercaya 

Rasa kuatlr akan kesmambungan dan tak terkendalmya sltuasl membuat banyak proyek 
mulm tldak kuat bertahan dan Juga adanya campur tangan pOhtlk dan harapan yang tldak 
pastl terhadap profit pada sebagian mvestor 

KemaJuan yang telah dicapal selama setengah penode 1997 dalam pengembangan 
peraturan barn pemermtah multlsektoral untuk Kerjasama Pemenntah Swasta dalam 
prasarana Sehubungan dengan dikeluarkannya pada awal 1998, peraturan barn mi telah 
mempunym aspek POSltlf, dan mewakIlkan kesempatan emas dalam mempromoslkan 
proses persamgan yang adIl, terbuka dan transparan dalam pembangunan prasarana 
negen 

Permasalahan yang pentmg dalam masalah mI, adalah kemampuan dan keberaman 
Pemenntah dalam mengupayakan peraturan barn KPS 1m Selama masa ketldak stabIlan 
dalam bldang ekonoml dan keuangan, pengadaan pemenntah dan busmes swasta 
IndonesIa sedang menJadl pusat perhatlan bmk plhak dalam negen maupun IntemaslOnal 
Hal 1m merupakan suatu uJlan bagl Komltmen Pemenntah untuk menJaga mtegntas bagl 
proses persamgan ml 

Pemenntah perlu mengkoordmaslkan leblh bmk program pendanaan untuk prasarananya 
sehmga tldak bersamg dengan mvestasl plhak swasta yang potensIaI Pentmg sekah 
program pendanaan tersebut dlketahm oleh plhak swasta, sebagmmana mereka akan 
mempengaruhI pelanggan dan pendapatan kepada proyek KPS, dan akhlmya dalam 
mendeslgn proyek dan "dapat dl bank'kan" PURSE telah mehhat sekurang-kurangnya 
2 contoh kurangnya komunlkasl yang cukup pada tmgkat daerah (padang dan Pontlanak) 
yang mana dapat berrubah seandamya tidak tertunda atau dlbatalkan rencana mvestasl 
swasta 

• Dlluar keterhbatan Proyek, PURSE meyakml bahwa ada banyak PDAM yang 
kekurangan kemampuan dalam manaJemen dan keuangan untuk turnt serta dalam proyek 
KPS Yang palmg pentmg sekah adalah kebutuhan untuk memngkatkan manaJemen dan 
tanggung Jawab PDAM secara keseluruhan, mungkm melalm perbmkan struktur 
msentlve Dengan devaluasl rupIah saat 1m dan tekanan keuangan pada Pemermtah, 
kebutuhan untuk menarlk modal dan plhak swasta untuk mendanal pembangunan 
prasarana bukanlah hal yang mengada-ada Akan tetapl, kelemahan keuangan PDAM 
akan dlpandang oleh pihak swasta sebagm rekan yang benSlko tmggl, akan menJadlkan 
leblh suht bagi mereka untuk memngkatkan cakupan pe1ayanan aIr pipa kepada 
pelanggan mereka 

• KeblJaksanaan tertuhs darl Pemenntah untuk tldak menyediakan Jamman kekuasaan 
dalam mendukung proyek prasarana KPS dalam mr bersih MeskIpun demlkIan, dengan 
kondisl keuangan yang lemah dan sebaglan besar PDAM dan mengakIbatkan kurangnya 
kepercayaan kredIt, bentuk-bentuk perbmkan kredit akan diperlukan untuk menank plhak 
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• 

• 

swasta dan membuat proyek tersebut layak secara keuangan PURSE akan bekerJasa 
sama dengan Pemenntah untuk mengembangkan mekanlsme aItematlf dukungan 
keuangan yang mungkm cocok dan dlsetuJUl oleh semua plhak 

Pelaksanaan Pelembagaan produk PURSE kepada msltltusl yang berhak adalah sangat 
kntlkal sekah, kemudlan mereka akan memperbanyak dan menyebar luaskan dokumen 
dan "alat" ml secepat mungkm atas nama Pemenntah IndoneSIa, dan bukan lagl atas 
nama PURSE 

Pelembagaan secara resml bagl program pelatlhan dalam negen pada akhu bantuan tehrus 
(30 September 1998) belum dapat dlpastlkan Kemgman Bappenas untuk melaksanakan 
program pelatlhan dlbawah Pusat KPS yang bam (PPP Centre), befJalan tldak semestmya 
dlmana Pusat KPS akan dikelola, dlpekefJakan dan dlOperaslOnal tepat waktu agar proses 
pemmdahan berJalan efektif darl PURSE ke mstltusl yang barn 

Permasalahan-permasalah dl atas dibicarakan lebm nnCI pada Lampiran C --- Permasalahan dan 
Kesempatan 

Bersama dengan USAID dan Pemenntah, PURSE telah mempersIapkan Rencana KerJa Akhir 
yang mencakup Slsa bulan dan bantuan tehms untuk membantu dalam menghadapi tantangan mi 
KegIatan proyek dan sumber daya akan dIPUS atkan untuk menyelesmkan tambahan KPS dan 
menekankan proses tender kompetlt1f, dan pelembagaan "alat" dan program pelatlhan yang 
dlkembangkan oleh PURSE Sebagmmana Proyek telah mendekati penutupan pada akhIr kwartal 
ke tlga tahun ml, PURSE yakm bahwa semua pihak yang terhbat akan memnJau kembah 69 
bulan yang telah terlewatl dengan kepuasan dalam pencapman dan penmgkatan yang sangat 
pentmg dalam prasarana lmgkungan perkotaan negara 1m dan dalam kuahtas hidup 
masyarakatnya 
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I CONTRACTOR'S REPORT 

A NARRATIVE 

A 1 Background 

The goals of the PURSE Project are to 

• assIst m creatmg a pollcy and legal framework that IS conducIve to prIvate sector 
mvestment m the provlSlon of urban servIces 

• IdentIfy alternative fundmg mechanIsms for mfrastructure whIch Will conserve lImIted 
Government fiscal resources 

• Improve effiCIency and cost effectIveness of munICIpal servIce dehvery systems 

Progress toward these goals IS achIeved by efforts expended under three mterrelated and 
mutually SupportIve project components 1) Pohcy, Legal and Regulatory Component, 2) 
DemonstratIOn Projects Component, and, 3) Trammg and CommumcatIOns Component 
To reach these goals, the contractor has a Level of Effort Contract totallmg 507 5 person 
months (270 8 expatrIate and 236 local), and a contract budget of $11 ,065,086 

A 2 Expected Results 

The PURSE contract calls for several e'{pected outputs 

• estabhshment of a legal and regulatory framework enablmg and encouragmg prIvate 
sector partICIpatIOn m the productIOn and financmg of urban servIces 

• 

• 

• 

gmdance Issued to set pncmg pohcy for urban servIces and encourage greater degree 
of self-financmg 

GOI regulatIOns that control mdIscnmmate access to and negatIve Impacts on water 
resources and land 

pubhc-pnvate pIlot projects that adapt, test, and demonstrate technologIes for 
Improved urban servIce dehvery and create models for mstitutIOnal, contractual, and 
financial arrangements m support of sustamable pnvate partICIpatIOn 

• trammg and commUnICatIOns program that expands publIc and pnvate sector 
awareness of mstitutIOnal, contractual and financial mechanIsms that support pnvate 
sector partICIpatIOn m urban servIces 

A 2a USAID MISSIOn's StrategIC ObjectIve IndIcators 

PURSE IS also bemg Implemented under the USAID MISSIOn's StrategIC ObjectIve No 4, 
Improved Urban EnVIronmental Management, and IntermedIate Result 4 2, Wider adoptIOn 
of Improved practIces m urban envIronmental mfrastructure prOVISIOn 
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S04 IndIcators assIgned to the PURSE Project mclude a) the value ofPPP contracts sIgned 
for PURSE-supported demonstratIOn projects, and, b) Improved efficIency m water utIlIty 
management ThIS second mdlcator IS "shared" With the MunIcIpal Fmance Project (MFP), 
and uses reductIOns m Non-Revenue Water (NRW) as ItS measurement 

Another measurement that PURSE IS usmg to track progress toward achlevmg successful 
contract closures IS the progress of PURSE demonstratIOn projects agamst the steps of the 
Project LIfe Cycle 

A table summanzmg all mdicators and benchmarks for the remammg lIfe of project, mcluded 
m the Fourth Work Plan (July 1997 - September 1998) IS presented on the followmg pages 
Charts and tables detrulmg value of contracts sIgned and demonstratIOn project progress 
agamst the PLC are mcluded elsewhere m thIS report 
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PURSE PROJECT 
FOURTH WORK PLAN 

SUMMARY OF INDICATORS 
Thru Thru END OF 

INDICATORS GOI FY GOI FY PROJSCT 
1997198 1998199 TOTAL 

VALUE OF PPP CONTRACTS 

Estimated Value of Contracts 
Signed for PURSE Supported 
Projects (per S04 estimates) $125 mill $225 mill $225 mill 

Value of Contracts Actually 
Signed for PURSE Supported 
Demonstration Prolects $1 33 bill 

Quarter Quarter Quarter 

INDICATORS Ending Ending Endmg 
Sept 197 Dec '97 Mar '98 

DEMO PROJECTS STATUS 
ON PROJECT LIFE CYCLE 

PURSE 

Feasibility Feasibility 
Ballkpapan Study Study 

MOU Signed Underway Reviewed 

Pnvate party 
has 

Status Reporting Penod 
MOU not yet withdrawn 
signed Interest 
Project PURSE 
definition may dropping the 
chanqe [prolect 

Semarang (Kendogo Moro) Contract MOHA 
Negotiations Contract Approval 

I Underway Signed Igranted 
I 

Project 
underway 

Status Reporting Penod Contracts PURSE has 
signed and erequested 
approved by copy of 
MOHA $45 contract from 
million PUOD 

INDICTBL WK4 1 01/28/98 

Thru GRAND 
GOI FY TOTAL 
1999/00 2000 

$325 mill $425 mill 

Quarter Quarter 
Ending Ending 
Jun. '98 Sept.'98 

Contract 
NegotiatIOns Contract 
Underway Signed 

FinanCial Construction 
Closure Underway 

3 
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INDICATORS 

Jakarta (PAM Jaya - West) 

Status Reporting Period 

Jakarta (PAM Jaya - East) 

Status Reporting Period 

Palu 

Status Reporting Period 

IQC TEAM 

Medan 

Status Reporting Period 

Surabaya (KP III) 

Status Reporting Period 

INDICTBL WK4 2 01/28/98 

Quarter 
Ending 
Sept '97 

MOHA 
Approval 
Iqranted 
MOHA 
approval not 
yet granted 
Parties 
working to 
complete 
CPs 

MOHA 
Approval 
Iqranted 

MOHA 
approval not 
yet granted 
Parties 
working to 
complete 
CPs 

Firms 
Prequallfled 

Pre-Quais not 
done PPP 
viability under 
review 

MOHA 
Approval 
Iqranted 

MOHA 
approval 
aranted 

MOU Signed 

MOU signed, 
then 
transferred to 
new private 
Ipartv 

Quarter Quarter Quarter Quarter 
Ending Ending Ending Ending 
Dec '97 Mar '98 Jun '98 Seot.'98 

Financial Construction 
Closure Underway 

All but 2 of 21 
CPs met 
Financial 
closure 
expected 
2/98 

Financial Construction 
Closure Underway 

All but 2 of 21 
CPs met 
Financial 
closure 
expected 
2/98 

Feasibility Feasibility 
Proposal Study Study 
Received MOU Slqned Underway Reviewed 

PURSE 
preparing 
final report 
Withdrawing 
from Palu 

Financial Construction 
Closure Underwa'L 

Financial 
closure 
reached 

Feasibility Feasibility 
Study Study Negotiations Contract 
Underway Approved Underway SIQned 

Private party 
proposal 
Inadequate 
Need 
qualified 
partner 
PURSE may 
drop 
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INDICATORS 

Padang 

Status Reporting Penod 

Pontlanak 

Status Reporting Period 

I I 

WORK PLAN TASKS 

Develop Options for PPP 
Water Project Prlcmg 
Mechanisms 

Status Reporting Period 

Further Development of 
Fmanclal AnalYSIS Model 

Status Reporting Period 

I INDICTSL WK4 3 01/28/98 

QUarter 
Ending 

Sept '97 

MOU Signed 

MOU not yet 
signed 
PURSE 
reviewing 
private 
!proposal 

Pre-Feasibility 
Study 
approved 

PFS 
completed 
Not yet 
approved 

NOT IN 
ORIGINAL 
WORK PLAN 

n/a 

Revised 
Handbook 
translated & 
Training 
matenals 
developed 
Handbook 
has been 
revised & 
translated 
Field testing 
underway 
Training 
underwav 

Quarter Quartet QUarter Quarter 
Ending Endmg Ending Endmg 

Dec '97 Mar 198 Jun 198 Sept 198 

Feasibility Feasibility 
Study Study NegotiatIOns Contract 
Underway Approved Underway Signed 

Change In 
demand due 
to DJCK 
competing 
Investment 
threatens 
PPP 

Tender Docs Feasibility 
Firms Prepared & Proposals Study 
Pre-Qualified Issued Evaluated Underway 

PURSE eval 
of alternatives 
completed 

ADS Report 
Task reviewed, 
reinstated per I ncorpo rated 
request of Into PURSE 
USAID - Nov training and 
10, 1997 FAM 

ADS report 
requested 
from PUOD 

90 local 
offiCials 
trained 

47 offiCials 
trained Field 
testing 
continues 
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INDICATORS 

Develop Financial 
Guarantees & Credit 
Enhancement Mechanisms 

Status Reporting Period 

Consulting to Demonstration 
Projects 

Status Reportmg Period 

Draft of PPP Law 

Status Reportmg Period 

Negotiation Techniques 

Status Reporting Period 

White Paper on Constraints 
to PPP 

Status Reportmg Period 

I INDICTBL WK4 4 01/28/98 

Quarter 
Ending 

Se[lt '97 

NOT IN 
ORIGINAL 
WORK PLAN 

nla 

See DEMO 
PROJECTS 
section above 

See Projects 
above 

Review and 
commments 
submitted 

On target 
PURSE 
Involved In 
review 
meetings on 
PP& 
Keppreses 

TBD 

Awaltmg 
GOI/USAID 
decISion 

TBD 

Awaiting 
GOI/USAID 
deCISion 

Quarter Quarter Quarter Quarter 
Ending Endmg Ending Endmg 

Dec '91 Mar '98 Jun '98 Sept '98 

Task 
reinstated per Paper & 
request of seminar on 
USAID - Nov status of credit 
10,1997 enhancements 

Scope of 
Work 
prepared 
Candidates 
for 
assignment 
interviewed 

See DEMO See DEMO See DEMO See DEMO 
PROJECTS PROJECTS PROJECTS PROJECTS 
section above section above section above section above 

See Projects 
above 

Law Issued 

Final draft of 
Law 
prepared 
Keppreses 
near final 
form 

Task deleted 
per request 
USAID - Nov 
10,1997 

No action 

Task deleted 
per request 
USAID - Nov 
10,1997 

No action 
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INDICATORS 

Training & Communications 
Activities 

Status Reporting Penod 

I INDICTBL WK4 5 01/28/98 

Quarter 
Ending 
Sept '97 

TOT #2 
completed 
--20 trained, 
Pilot #3 
completed --
30 trained, 
Pilot #4 
completed --
30 trained 

On target 
TOT#2 
completed -
25 trained, 
Pilot #3 
completed -
37 trained, 
Pilot # 4 
completed -
39 trained 

Quarter Quarter Quarter Quarter 
Ending Ending Ending Ending 
Dec '97 Mar 198 Jun. 198 Sept 198 

Pilot #5 
completed -- Institutional 
30 trained, Home for PPP 
Seminar on In-country 
PPP Implem training prog 
-- 100 attend Identified 

Pilot # 5 
completed -
47 trained, 
PPP Seminar 
not held See 
Work Plan 
discussion 
Task no 6-
White Paper 

1 
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A 3a Current Core ActIvItIes 

Under the Fourth Work Plan (see PURSE Report No 10600/97/046) for the penod July 1997 
through September 1998, output targets for each reportmg penod are set for accomplIshmg 
work plan tasks accordmg to the Summary ofIndicators tables reflectmg the Intermediate 
Results of the M,sslOn's Strateglc Objective No 4 -- Strengthened Urban Envlronmental 
Management Progress agaInst these IR targets dunng the quarter IS presented below With 
respect to Fourth Work Plan tasks, whIch are shown m ltahcs 

ThIS report IS also organIzed to show the mtermedlate term goals (m bold font) of the 
Bappenas Urban PolIcy ActIOn Plan (UPAP) bemg supported by the PURSE project 

UP AP 7 3 Improve mfrastructure and servIce prIcmg mechamsms whIch mtroduce 
economIC mcentIves to enhance urban envIronmental quabty 

(Task 73 A) Develop optlOnsfor PPP water plOject prlcmg mechanzsms 

Although thIS task had been earlIer dropped from the PURSE work plan, It was decIded 
dunng the last quarterly progress reVIew meetmg With the USAID mISSIon that PURSE 
should take a more actIve stance m mcorporatmg work bemg done by ASIan Development 
Bank-funded consultants m the water tarIff area 

Target Obtam a copy of the ADB report, and reVIew It for ImplIcatIOns for PURSE 

Progress A copy of the consultant's report has been requested from PUOD, but not yet 
receIved by the end of thIS quarter PURSE understands that the Mmlstry of Home AffaIrs IS 
prepanng a mmistenal mstructIOn based on the recommendatIOns of the report 

Next Quarter Once receIved, the report WIll be revIewed by PURSE for possIble mputs to 
the F AM, the finanCIal trammg module, and technIcal aSSIstance to demonstratIOn projects 

(Not m UPAP) Further development of the Fmancwl Analysls Model 

The Fmancial AnalysIs Model (F AM) was developed by PURSE to aSSIst m the evaluatIOn of 
a PDAM's finanCIal performance, and to determme the Impact of a publIc-pnvate partnershIp 
project on the PDAM's cash flow and abIlIty to meet current and projected oblIgatIOns The 
F AM conSIsts of a computer model and accompanymg User's Manual, avaIlable In Bahasa 
IndoneSIa InstructIOn m the use of the F AM IS mcluded m the PURSE m-country PPP 
trammg program 

IR Target The target for thIS reportmg penod was to have tramed some 90 local 
Government and PDAM offiCIals m the use of the FAM 

Progress The Project has exceeded thIS target WIth the completIOn of the FIfth PIlot 
trammg program m November 1997, PURSE has now prOVIded formal traImng m the FAM 
to some 100 local government and PDAM offiCIals In addItIOn, PURSE finanCial analysts 
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work WIth PDAM finance dIrectors and staff m utIhzmg the F AM to project cash flows and 
other Impacts of a PPP project on the PDAM's financIal sItuatIOn 

In addItIOn, PURSE completed ItS translatIOn and productIOn of the FAM User's Manual m 
Bahasa IndonesIa 

Next Quarter The F AM WIll contmue to be used m-house on demonstratIOn projects by 
PURSE financIal analysts The F AM wIll also be an Important part of the curnculum for the 
remammg two pIlot trammg programs m 1998 PURSE wIll also contmue to provldmg "on
the-Job" trammg m the F AM to those PDAMs dIrectly mvolved WIth the Project as 
demonstratIOn projects PURSE WIll also reVIew the above ADB water tarIff report, and 
make any modIficatIOns necessary to the F AM Once thIS IS completed, the Manual wIll be 
finalIzed and dlssemmated 

UP AP 12 1 Expand private sector partiCIpatIOn m the provIsIon of urban 
envIronmental mfrastructure and servIces 

(Task 12 1 A) Prepare a Risk Management System 

The PURSE RIsk Management System was prepared under subcontract by Chase Manhattan 
Bank It IS deSIgned speCIfically to aSSIst local government and PDAM offiCIals to better 
understand the umque nsk elements of a PPP water proJect, and to better manage, allocate, 
and mItIgate those nsks The RIsk Management Handbook, translated mto Bahasa IndoneSia, 
IS an mtegral part of the PURSE PPP m-country trammg program 

IR Target The target for thIS reportmg penod was for PURSE and the Government to 
have dissemmated some 90 copIes of the RIsk Management System Handbook, and to have 
tramed some 90 local offiCIals m the nsk management system 

Progress The Project IS a lIttle behmd the antICIpated schedule for thIS actIVIty The 
revIsed translatIOn and edltmg of the Bahasa IndoneSia verSIOn of the Handbook was 
completed m late December 1997 

Trammg WIth the fifth m-country PIlot trammg program completed m November, PURSE 
has now tramed over 100 local government and PDAM offiCIals m nsk management 

Next Quarter The RIsk Management System WIll be an Important part of the curnculum for 
the remammg two pIlot trammg programs m 1998 PURSE wIll also contmue to provldmg 
"on-the-job" trammg m assessmg and managmg rIsk to those PDAMs dIrectly mvolved WIth 
the Project as demonstratIOn projects Per an agreement WIth the PURSE TIm Kerja, the 
Handbook WIll be publIshed and dissemmated as a PURSE product As part of the larger 
process of IdentIfymg InstitutIOnal homes wlthm the GOI for PURSE products, It IS 
antICIpated that the RIsk Management System and Handbook wIll be "legalIzed" as a 
recommended process for PPP water proJects, and formally adopted by PPP Center to be 
establIshed sometIme m 1998 

(Task 12 1 B) Develop financzal guarantee and credlt enhancement mechamsms 
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ThIS task was re-mstated by USAID as more urgent due to monetary cnSIS 

Target WhIle no targets were set m the Work Plan for thIS actIVIty, after dISCUSSIOns 
wIth USAID on PURSE's actIvItIes for the prevIOUS quarter held on November 8, 1997, It was 
determmed that thIS task should be remstated and carned out As such, It was agreed that 
PURSE, dunng the current reportmg penod, would compIle and reVIew eXIstmg credIt 
enhancement matenals, dISCUSS the subject ~lth Bappenas and the MInIStry of Fmance, 
coordmate WIth the MFP project on possIbly Jomtly producmg an Issues paper on the credIt 
enhancements subject, and submIt a proposal to USAID for follow up 

Progress PURSE has ImtIated the work for thIS task A draft Issues paper on the subject 
has been prepared by a PURSE adVIsor, eXIstmg matenals on the subject compIled, 
prelImmary dIscussIOns were held WIth Bappenas on alternatIve credIt enhancements, 
dIscussIOns were held WIth the managers of an IQC team for the new PPP Center, whIch also 
has a credIt enhancement aspect to then terms of reference, and a draft of a scope of work for 
thIS actIvIty was prepared ThIS draft SOW, whIch could be carned out by eIther PURSE or 
the PPP Center team, was shared WIth the USAID project officer PURSE has also to date 
IdentIfied and mterviewed two potential candIdates to Implement the aSSIgnment, both of 
whom are currently reSIdent m Jakarta 

Next Quarter After dIscussIOns WIth Bappenas, and further consIderatIOn of candIdates, a 
determmatIOn should be made to proceed, and on more exact tImmg The Idea of a Jomt 
Issues paper WIth MOF stIll needs to be explored 

(Task 12 1 C) Provlde on-gozng consultzng serVlces to DemonstratlOn Projects on an as
needed basls 

To achIeve the successful closure ofPPP contracts, PURSE IS workmg actIvely With a 
number of municipalItles to help them achIeve theIr mfrastructure development obJectlves 
PURSE reVIews and comments on prefeasibilIty and feaSIbIlIty studIes, draft contracts and 
other legal documents, and provIdes plannmg and other consultmg servIces throughout the 
Project LIfe Cycle process To date, contracts totallmg over $1335 bIllIon III value have 
been signed for PPP mfrastructure by PURSE-supported demonstratIOn projects 

PURSE has been requested by Bappenas to devote partIcular attentIOn to those projects whIch 
have mdicated mterest m followmg a competItIve open tender process 

S04 Targets for DemonstratIon Projects 

Over the remammg months of the ProJect, PURSE's prmcipal emphaSIS WIll contmue to be on 
bnngmg the addItIOnal PPP demonstratIOn projects to successful contract closure IndIcators 
for measurmg the ProJect's progress m thIS regard mclude 

1 Value of Contracts Signed The Chemomcs PURSE contract calls for the sIgmng 
of five BOOIBOT-type contracts and SIX servIce agreements The USAID MISSIOn's 
quantIfiable mdicator for the IntermedIate Result 4 1 3 IS an mcrease m the value of sIgned 
PPP contracts A total $225 mIllIon m sIgned contracts has been set as the S04 target for the 
lIfe of the PURSE Project 
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IR Target Through the Government's FIscal Year 1997/98, the total value of contracts 
SIgned by PURSE-supported demonstratIOn projects was projected at $125 mllhon 

Progress WIth the three earlIer sIgnmgs m Jakarta and Medan valued at $1 3 bIllIon. and 
a recent sIgmng m Semarang for $45 mIllIon for a total of four contracts, PURSE has already 
well-exceeded thIS target of value of contracts SIgned PURSE IS contmumg to support 
actIve demonstratIOn projects wIth an estImated total contract value of approXImately $225 
mIllIon 

2 Improved Water UtilIty Management Reduced non-revenue water (NRW) IS 
the measurement bemg used for Intermediate result 4 2 2 

IR Target WhIle no speCIfic targets have been set, NRW figures are estImated on a 
project-by-project basIs WhIle certamly an Important measure of effiCIency for all PPP 
projects, It IS partIcularly relevant to ConceSSIOn contracts Bulld-Operate-Transfer (BOT) 
type contracts for water treatment plants, for example, do not allow the pnvate sector to 
assume dIrect overall responsIbIlIty for a PDAM's entIre water system and thus proVIde the 
finanCIal mcentIve to reduce water loss and Improve general management and effiCiency 

Progress In the case of the two PAM Jaya conceSSIOns, for example, water loss IS 
expected to be reduced from a current hIgh of 54 percent to 35 percent withm the first five 
years 

As a practIcal applIcatIOn or tool, PURSE has developed a template for evaluatmg the 
capaCIty of water treatment plants to be "re-rated" That IS, often WIth fairly mmor 
constructIOn or eqUIpment upgrades at relatIvely low cost, water treatment plants can 
sIgmficantly expand theIr capaCIty to produce fimshed water WIll thIS Will not attack the 
problem of non-revenue water, It does address the Issue of Improved utIlIty management 
Such a cost effectIve upgrade can help maXImIze the effiCIency of the plant asset A PURSE 
short-term adVIsor began an aSSIgnment m mId-December to mvestigate the pOSSIbIlItIes of 
re-ratmg water treatment plants m Pontlanak and Manado 

After thIS field work IS completed, any needed modIficatIOns to the template can be made 
PURSE plans to mcorporate the template mto the m-country trammg program for PPP, and 
make It WIdely aVailable to PDAMs throughout the country 

3 Progress Agamst PLC Another quantIfiable mdicator bemg used by PURSE 
(although not offiCIally a S04 mdicator) for measunng progress toward contract closure IS 
progress ofPPPIPSP projects through the steps of the Project LIfe Cycle The charts at the 
end ofthiS sectIOn of the QPR have been prepared reflectmg the status of each actlve PURSE 
demonstratIOn project, mcludmg those bemg Implemented under the IQC Contract 

The chart on the followmg page depIcts the progress of PURSE-supported demonstratIOn 
projects m reachmg contract closure Target figures for total value ofPPP contracts SIgned 
were developed by the USAID MISSIOn as part of Its StrategIC ObjectIves mdlcators exerCIse 
based on Government of IndoneSIa FIscal Years for the hfe of the PURSE Project and beyond 
to the year 2000 
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PURSE PROJECT 

ANNUAL PROGRESS REPORT 1997 
& QUARTERLY PERFORMANCE REPORT No 17 

October 1 - December 31, 1997 

VALUE OF PURSE DEMONSTRATION PROJECT CONTRACTS SIGNED 

Thru Thru Thru Thru Thru Thru Thru END OF Thru GRAND 
INDICATOR GOI FY GOI FY GOI FY GOI FY GOI FY GOI FY GOI FY PROJECT GOI FY TOTAL 

1992/93 1993/94 1994/95 1995/96 1996/97 1997/98 1998{99 TOTAL 1999/00 2000 

Estimated Value of 
Contracts Signed for PURSE 
Supported Projects ** n/a $0 $0 $0 $50 mill $125 mill $225 mill $225 mill $325 mill $425 mill 

Value of Contracts Actually 
Signed for PURSE 
Supported Projects $0 $0 $0 $0 $0 $1 33 bill 

** Per S04 Estimates 
All Values are Cumulative 

VAL-TABL WK4 1 10/31/97 
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DEMONSTRATION PROJECTS -- STATUS 

Medan The Medan PPP IS a 25-year conceSSlOn for a BOT water treatment facIhty 
The project, to be developed m two phases, wIll provIde an additlOnal 3,000 htres oftreated 
water per second, expand eXlstmg reservOIr faCIhtIes, and construct addItional transmiSSlOn 
mams and pIpes 

IR Target The target for thIs reportmg penod was the grantmg of formal approval by the 
Mmlster of Home Affairs for the sIgned deal 

Progress The target has been achIeved PDAM Tirtanadl and LyonnnaIse des Eaux of 
France sIgned on May 26, 1997 a PPP contract worth $85 mIlhon for the constructlOn and 
operatlOn of a BOT water treatment facIlIty The Mmlstry of Home Affairs has approved the 
contract PURSE understands that financIal closure has been reached 

Next Quarter ConstructlOn IS expected to begm early m the new year PURSE antiCIpates 
no further sIgmficant actlOn With thIS demonstratlOn project 

Jakarta (PAM Jaya) The two PAM Jaya PPP projects represent IdentICal contracts for 25 
year conceSSlOns to assume responsIbIlIty for the full management, operatlOn and 
mamtenance, and capItal Improvement plans for Jakarta's water system After two years of 
negotIatlOns, deals were concluded With the pnvate partIes totallmg approxImately $.l..2 
bIllIon m value Major ObjectIves of the PPPs mclude expanded servIce and sIgmficant 
reductlOn m non-revenue water from ItS current level of 54 percent PURSE actIvely 
supported PAM Jaya m the negotIatlOns process, partIcularly m the area of financIal analysIs 

IR Target The target for thIS reportmg penod was achIevmg financial closure for the two 
PPP contracts 

Progress ThIS target IS a bIt behmd schedule The partIes have now satIsfied all but two 
of the 21 ConditlOns Precedent reqUIred for contract closure The Mlmstry of Fmance has 
agreed to reschedule PAM Jaya debt, and has Issued some form of guarantee to support the 
project 

Next Quarter It IS antIcIpated that approval from the Mlmster of Home Affairs should be 
granted by the end of the next quarter, and that financial closure should be reached soon 
thereafter Transfer of the PAM JA Y A operatlOns to the pnvate partIes IS scheduled for 
February 1, 1998 PURSE Will contmue to momtor the process 

Bahkpapan PDAM BalIkpapan was approached by InternatIOnal Water Ltd (IWL) With an 
unsolICIted expressIOn of mterest WIth PURSE aSSIstance, a letter of mtent was prepared, 
commIttmg the PDAM to work exclUSIvely WIth IWL for a defined penod WhICh would allow 
IWL to complete a pre-feaSIbIlIty study, the acceptance of whIch by the PDAM would lead to 
Memorandum ofUnderstandmg and, eventually, a SIgned contract IWL's PFS has called 
mto questlOn the ViabIlIty of a BOT contract, as the PDAM's finanCial conditlOn IS weak A 
management contract to Improve the operatlOnal effiCIency and finances of the PDAM IS 
under consideratlOn 
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IR Target The target for thIS reportmg perIod was that the FeasIbIlIty Study to be carrIed 
out by the prIvate party, InternatIOnal Water Ltd, would be underway 

Progress PURSE understands that IWL has WIthdrawn from the project, cltmg 
dIfferences wIth the PDAM as to the type of project reqUIred ThIS IS conSIstent WIth IWL's 
armounced closure of theIr Jakarta office m January 1998 At the same time, PT Fajar Mas 
MumI, the local partner, has mdlcated a lack of mterest m pursumg a PPP project at thIS time, 
gIven the current finanCIal CrISIS facmg the country 

Next Quarter WhIle PURSE wIll contmue momtor developments m BalIkpapan, It appears 
that the project IS dead, and that BalIkpapan WIll receIve no further aSSIstance from PURSE 

Palu Palu has been pursmg a potential PPP water supply project for some two 
years The technIcal structure of the project has been dIfficult to finahze WhIle there was 
ImtIaI support for a possIble jomt small scale hydro-water supply project, demand does not 
appear adequate, and It has been determmed that fro envIronmental reasons the jomt project 
carmot go forward Thus a water supply only project must be evaluated 

IR Target The target for thIS reportmg perIod was that an unsolICIted proposal would 
have been receIved from the prIvate party 

Progress ThIS project IS well off schedule, and PURSE has recommended droppmg Palu 
as a demonstratIOn project An analysIs of the PDAM's finanCial condItIOn has determmed 
that, WIthout the benefits of a jomt small scale hydroelectrIC project share some of the costs 
and rIsks, a water alone PPP project for the PDAM would not be Viable 
PURSE has prepared a report to the PDAM summmg up ItS SItuatIOn, and makmg a serIes of 
recommendatIOns to further strengthen ItS capaCIty to serve as an effective partner WIth the 
prIvate sector m the future 

ThIS target was not met, due largely to the fact that the anticIpated project defimtIOn has 
changed The two week aSSIgnment of the US-AEP sponsored consultant concluded m mld
July PURSE has reVIewed the consultant's report, whIch confirmed most of what was 
already known about the Palu SItuatIOn and ItS project optIOns PURSE also concluded ItS 
reVIew of the PDAM's finanCIal condItIOn, and has determmed that It IS fairly weak PURSE 
now feels that the VIabIlIty of a PPP project, at least at thIS tIme, IS doubtful 

Next Quarter Other Project commItments, partIcularly With respect to more actIve 
demonstratIOn projects, have prevented PURSE from completmg ItS final evaluatIOn report 
durmg the last quarter 1997 PURSE WIll complete the report dUrIng the next reportmg 
perIod, and obtam concurrence from Bappenas to drop Palu PURSE antICIpates no further 
mvolvement WIth the PDAM at thIS tIme Local government and PDAM offiCIals would, 
however, be most welcomed at any of the remammg PURSE m-country pIlot trammg 
programs 

Semarang For the purposes of addressmg ItS water supply needs, Semarang has dIVIded 
the CIty mto two areas, east and west, and has negotIated separate BOT water treatment PPP 
contracts PURSE was mvolved WIth the process mvolvmg PT Kendogo Moro on the 
eastern SIde The contract was SIgned for approXImately $45 milhon to proVIde 1,250 htres 
per second (lis) of bulk water over a three-stage process The BOT treatment plant IS to be 
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operated by the prIvate party for a perIod of 25 years PURSE's consultmg aSSIstance was 
largely lImIted to a reVIew of the legal documents 

A SImIlar PPP BOT project for the western part of the CIty has been awarded to Waste 
Management IndonesIa Although PURSE has had numerous meetmgs WIth WMI on theIr 
project, It IS not consIdered a demonstratIOn project as PURSE was never requested by the 
PDAM to reVIew any documents or provIde other forms of consultmg servIces 

IR Target The target for thIS reportmg perIod was that the contract would be sIgned 
between the PDAM and prIvate party, PT Kendogo Moro 

Progress ThIS project IS ahead of schedule, WIth contract negotIatIOns were concluded 
dunng the prevIOUS repOrtmg perIod and the contract SIgned and approved by the Mirnstry of 
Home AffaIrs PURSE formally requested a copy of the contract from the PDAM, m order to 
evaluate It and determme whIch, If any, PURSE recommendatIOns were m fact mcorporated 
ThIS request was declmed by the PDAM on the grounds of confidentialIty and trust between 
the two SIgnatory partIes PURSE subsequently requested a copy of the contract from 
PUOD 

Next Quarter If receIved, PURSE WIll conduct a reVieW of the contract PURSE antICIpates 
that financIal closure should be reached next quarter and that any further Project mvolvement 
WIth Semarang IS now unlIkely 

Surabaya (KP III) Karang PIlang III IS one of two major PPP projects currently bemg 
pursued m Surabaya (the other bemg Umbulan SprIngs) For KP III, the PDAM has receIved 
an unsolICIted for a BOT water treatment project to produce 4,000 lis to be constructed m two 
phases The PPP agreement WIll be for a perIod of 25 years PURSE was requested by 
Bappenas and PUOD to conduct a brIef reVIew of the prIvate party's (PT Agumar Nusa) 
proposal and IdentIfy Issues and concerns whIch need to be address PURSE also receIved a 
draft contract prepared by Agumar Nusa 

IR Target 
underway 

The target for thIS reportmg perIod was that a FeaSIbIlIty Study would be 

Progress KPIII IS a claSSIC example of a PDAM forced to negotIate WIth an unqualIfied, 
but polItIcally powerful, prIvate sector entIty PURSE found that the proposal submItted by 
Agumar Nusa to be very weak, and recommended several Improvements to strengthen It 
Among the numerous defiCIenCIes m the document were a lack of stated qualIficatIOns and 
clearly defined roles of the pnvate party consortIum, a seemmgly hIgh demand forecast, 
firnshed water quahty standards for cohforms and organICS not addressed, and a very 
optImIstIC project completIOn schedule, among others PURSE also found that operatmg 
costs proposed were too hIgh, based on a comparIson of current costs from KPI In addItIOn, 
the draft contract as prepared by the pnvate party contams numerous senous omISSIOns 
PURSE remams concerned about the qualIty of cooperatIOn between the partIes, and the 
abIlIty of the project to be financed as proposed 

Next Quarter PURSE plans to VISIt Surabaya agam early m the next quarter, and determme 
what, If any, further aSSIstance the Project mIght prOVIde PURSE belIeves that the PDAM IS 
m a polItical quandary, as Agumar Nusa IS very well connected, and has demonstrated a lack 
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of wIllIngness to consIder all but the most mundane recommendatIOns for Improvmg theIr 
proposal In that case, PURSE WIll not be able to provIde any real value added to the project 
development process and may recommend to the Chairman ofthe TIm Tekms that the Project 
redIrect resources to more cooperatIve and senous demonstratIOn projects 

Padang PDAM Padang receIved an unsolICIted proposal from a MalaYSian 
mvestor/developer, Puncak NIaga, Bhd , to operate the CIty'S entIre water supply system 
dunng a 25 year conceSSIOn penod PURSE has exammed on a prelImmary basIs a number 
of water supply alternatIves, and has met on several occaSIOns wIth both pnvate sector and 
PDAM, as well as wIth the WalIkota, to find areas of common mterest 

IR Target The target for thIS reportmg penod was that a FeaSIbIlIty Study by the pnvate 
party would be underway 

Progress Recent meetmgs m Padang at the end of the reportmg penod mcluded 
dISCUSSIOns wIth the PDAM, Puncak Niaga, and Kab Padang Panaman Dunng thIS VlSlt It 
was learned that a sIgmficant change m the customer base for the PPP project has occurred, as 
Padang Panaman has obtamed fundmg from DJCK to buIld new water treatment capaCIty to 
servIce the Ketapmg AIrport now under constructIOn and the Padang Industnal Park ThIS 
fact had not preVIOusly been dIsclosed eIther to PURSE or to the pnvate party, Puncak NIaga 
WIth the transmISSIOn Ime to serve these hIgh end customers already constructed, the demand 
and revenue profiles for the PPP project are sIgmficantly altered ThIS could, m fact, "kIll" 
the deal WhIle there IS some pOSSIbIlIty that the project could be reconfigured, It would be 
smaller than mitIally planned It IS also pOSSIble that Puncak NIaga would conSIder 
wlthdrawmg ItS mterest m workmg WIth Padang m lIght of thIS apparent lack of transparency 
Pak SUjana, PURSE GOI project manager, met WIth PDAM Padang dunng the annual 
Perpamsi meetmgs held there to dISCUSS these unwelcomed developments 

Next Quarter Meetmgs are scheduled at Bappenas early m the next quarter WIth all pertment 
partIes, mcludmg PURSE, to dISCUSS these Issues and to find a way to reSUSCItate a PPP m 
Padang 

Pontlanak Pontlanak IS facmg a water cnsIs, preCIpItated by salt water mtruSIOn from the 
sea mto the nver water sources dunng the dry season, WhICh thIS year was exacerbated by the 
drought Sea water flows up nver due to the flat gradIent As a result, the PDAM IS not able 
to contmuously pump suffiCIent volume mto ItS dlstnbutIOn system, and has dlscontmued 
pIped water servIce to some 30,000 connectIOns Of partIcular sIgmficance, however, IS the 
fact that the PDAM and local authontles appear to be senously mterested m pursumg a 
competitIve tender optIOn to select a pnvate mvestor The finanCIal condItIOn of the PDAM 
appears to be satIsfactory to pursue a PPP project 

IR Target The target for thIs reportmg penod was that the Pre-FeasIbIhty Study would be 
approved by the PDAM 

Progress Due to the severe haze caused by forest fires m KalImantan m recent months, 
whIch precluded the pOSSIbIlIty of travel to Pontianak, the schedule for Implementmg thIS 
demonstratIOn project has slIpped somewhat 
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ThIS project has reached the stage for an approval meetmg for the water supply expanSIOn and 
mternatIOnal competItive tender However, a recent meetmg wIth the PDAM techrucal 
dIrector revealed that PDAM Pontlanak IS seekmg fundmg to bUIld a dam along the Malaya 
Rlver as a temporary solutIOn to theIr contmumg water cnSIS PURSE IS uncertam If thIS 
"crash program" IS m the best mterests of the PDAM due to the tIme reqUIred to construct the 
dam and very poor water qualIty of the Malaya There IS also some uncertamty wIth respect 
to land acqulSltIOn m the reservOir Impoundment area WhIle PURSE has prepared ItS 
analYSIS of project alternatIves, mcludmg a dam on the Malaya, PURSE IS also concerned that 
such a project could JeopardIze the competitIve tender PURSE IS also aware that dunng thIS 
perIod of finanCIal cnsIs, an alternate, competmg project funded by the central government 
could deter mvestors 

Next Quarter PURSE contmues to refine the competItIve tender documents, and WIll be 
ready to ImtIate the pre-qualIficatIon process, once the final project desIgn IS agreed upon 
However, m lIght of the current monetary cnSIS facmg the country, PURSE IS seekmg adVIce 
on precedmg WIth thIS project Meetmgs WIll be held WIth Bappenas, Cipta Karya and the 
local authonties early m the ne'(t quarter to dISCUSS the hkehhood of proceedmg WIth the 
rubber dam project, and the strategy for proceedmg WIth the PPP 

Clrebon Crrebon, an "on-agam, off-agam" demonstratIOn project, receIved addItIOnal 
aSSIstance from PURSE dunng the fourth quarter 1997 Cirebon was not mcluded as a 
demonstratIOn project m the Fourth Work Plan The PDAM IS now considenng a water 
treatment BOT facIhty to prOVIde up to 150 htres per second, and has entered mto an MOU 
WIth an Austrahan manufacturer of water treatment package plants - PT Aquatec Maxcon 
IndoneSIa 

Progress PURSE adVIsors made several trIpS to Cirebon durmg the reportmg penod and 
agam met m Jakarta to further dISCUSS the Aquatec project and to obtam current finanCial and 
techmcal mformatIOn from the PDAM WIth the recent drought havmg had a sIgmficant 
affect on the raw water source ongmally proposed, PURSE IS helpmg to IdentIfy and evaluate 
potentIal alternatIves, mcludmg m Kabupaten Kunmgan WIthout a clearly IdentIfied and 
rehable water source that can produce a mmIUm of 150 lis, the Aquatec project IS not Viable 
Cirebon faces a potentially senous SItuatIOn m meetmg ItS water supply needs 

Next Quarter PURSE WIll contmue to work WIth the PDAM drrector and Aquatec to dISCUSS 
alternatIve sources for the raw water supply PURSE WIll then complete ItS prelImmary 
techmcal and finanCial reVIew of the current status of the PPP projects, and determme what, If 
any, future the Project should play m Cirebon A bnefreport WIll be prepared, mcludmg 
recommendatIOns to the PDAM 

Malang Malang IS a new demonstratIOn proJect, and was not mcluded m the PURSE 
Fourth Work Plan PDAM Malang has receIved a proposal and feasIbIhty study on an 
unsohcIted baSIS from Biwater, a Bntish firm The proposed project IS a 25 year conceSSIOn 
for the western half of Malang, WIth mvestments to be made by Biwater for the eastern SIde 
as well (whIch WIll contmue to be managed by the PDAM) An MOU has been SIgned 
between the PDAM and Biwater 

Progress PURSE met WIth the Wahkota of Malang, the PDAM offiCIals, and Biwater 
throughout the quarter PURSE has reVIewed the feasIbIhty study prepared by Biwater, and 
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found It to be comprehensIve and professIOnal After a more detailed reVIew of the FS, 
PURSE wIll prepare ItS comments m wrItten form, and make a presentatIOn on ItS findmgs 
early m 1998 

Among the areas of concern are the accuracy ofBIwater's demand forecast, and the qualIty of 
water m the 13 surroundmg vIllages to be served by the conceSSIOnaue Currently, the 
resIdents of these VIllages extract groundwater from shallow wells WIthout strong mcentIve, 
such as poor qualIty groundwater, these VIllagers may be reluctant to hookup to PDAM's 
pIped water servIce, for whIch they wIll have to pay Rp l,200 per m3 TheIr water IS now 
VIrtually free PURSE IS also exammmg the proposed UFW reductIOn plan as a method of 
mcreasmg water supply at the lowest margmal cost 

Next Quarter PURSE wIll make a presentatIOn to PDAM Malang and Biwater m January 
1998 on ItS comments on the FS Assummg that Blwater IS WIllIng to accommodate the 
recommendatIOns made by PURSE and the PDAM, PURSE WIll contmue to work WIth them 
to structure the project and move toward contract negotIatIOns An optimIstIc target sIgnmg 
date has been set for the end of February 

Manado Manado, not mcluded m the Fourth Work. Plan, IS also a recent addItIOn to the 
PURSE group of demonstratIOn projects PDAM Manado IS pursmg some form ofPPP, 
lIkely a BOT water supply project, to serve hotels and commercIal establIshments along the 
water front, and pOSSIbly housmg developments The Smar Mas Group, whIch has sigruficant 
mvestments m hotels and other propertIes m thIS tOurISt area, has prepared a Pre-FeasIbIlIty 
Study as has, more recently, Waste Management 

Progress PURSE revIewed the PFS prepared by Smar Mas, and prOVIded wrItten 
comments to the PDAM PURSE was asked by the Wallkota to VISIt Manado on December 
11-12, when a presentatIon on our findmgs was gIven Smar Mas has no prevIOUS expenence 
or capabIlIty m developmg water supply TheIr PFS was very weak and mcomplete, and 
would need to be redone The PDAM and wahkota asked PURSE to aSSIst Smar Mas m 
Improvmg the PFS 

Next Quarter PURSE expects to VISIt Manado agam early m the next quarter PURSE IS 
lIkely to urge the PDAM to conSIder a competItive process, or at least to requue that Smar 
Mas, should thIS relatIOnshIp endure, ally WIth a capable firm, such as Waste Management 

OTHER PROJECTS 

From tIme to tIme PURSE IS called upon to prOVIde aSSIstance or make some contnbutIOn to 
pOSSIble PPP projects m murucipahties other than those deSIgnated as demonstratIOn projects 
ThIS may entail attendmg a meetmg or the SImple reVIew of a document, and usually reqUIres 
a hmited use of ProJect resources over a very short penod of tIme 

Dunng thIS reportmg penod no addItIonal CItIes formally requested or receIved aSSIstance 
from PURSE 
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Table 1 - INFRASTRUCTURE PROJECTS - DIRECT PURSE INVOLVEMENT 

Table 1 on the folloWIng page presents the approXImate locatIOn of each active PURSE 
demonstratIOn project along the scale of the 15 major PLC steps These are projects In whIch 
PURSE advIsors are actIvely engaged m provIdmg the PDAM and local government WIth 
advIce, analYSIS, negotiatIOn posItIon, document reVIew and/or overall general assIstance 
toward aChIeVIng theIr PPP project objective 
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ProJects> > > 8allkpapan 
Perpamsl Reg No» 1630532 B 
Project Assigned Expansion 
Steps POInts & Operation 

(See Below) $ Value» $20 mil 
1 3 ' 3 
2 3 3 I 
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I 

J"()tal POInts 100 Plan I 9 ~_~ 
----- -

WATER INFRASTRUCTURE PROJECTS 
TABLE 1 - DIRECT PURSE INVOL VEMENT 

As of December 31 1997 

Semarang PAMJAYA PAMJAYA MaJang 
1130351 B 0920281 B 0920281 B 2350792 B 
Bulk Water Mgmt Conc Mgm't Conc Mgm't Conc 

Kendogo Moro West East West 
$45 mil $800 mil $400 mil $800 mil 

3 3 I 3 , , 3 , 

3 3 3 3 
I 3 , ' 3 3 I I 3 I 
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I I I 
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Manado 
2040671 B % 1997 

BOT Target 
Slnar Mas 

$52 million Target Achieved 

' 3 
3 

Apr 98, , 
May 98 

I 

I See , 
Next 

, 
Jun 98 I 

Aug 98 
Sep 98 
Sep 98, , 
Nov 98' I 

I 

, , 
I , 

, I 

Plan o ' Act Plan 0 
, , 

PROJECT LIFE CYCLE KEY STEPS I Indicates at which stage PURSE entered project • Not offiCial estimate 

1/26/98 

1 Project Identified by Government or Private Party 
2 Prefeaslbility Study(PFS) under way 
3 PFS Interim Report or Optimal Project Identified 
4 Prefeaslbllity Study Approved 
5 Flrm(s) prequalifled 
6 UnsoliCited Proposal Rec'd or Competitive Tender Documents Issued 
7 MOU Under Negotiation or Competing Proposals Evaluated 
8 MOU Signed or Project Competitively Awarded 

9 Feasibility Study(FS) Under Way 
10 Feasibility Study Reviewed 
11 Feasibility Study Approved 
12 Contract Negotiations Under Way 
13 Contract Signed 
14 Financial Closure Reached 
15 Construction Implemented 

Source Consultant and DlrJen Clpta Karya 

REVISE 1 XLS 

% 
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Act 
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ProJects> > > Palu 
Perpamsl Reg No» 1941636 B 
Project Assigned Water Supply 
Steps Pomts (& Power ??) 

(See Below) $ Value» $35 mil 
1 3 3 
2 3 
3 3 , 
4 6 
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10 3 
, , 
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, 
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, I , 

15 3 
, , 

Total Pomts 100 Plan 3 Act 

WATER INFRASTRUCTURE PROJECTS 
TABLE 1 - DIRECT PURSE INVOL VEMENT 

As of December 31 1997 

lac lac lac lac 
Medan Surabaya Padang Pontlanak 

0210036 B 2350801 B 0310071 B 1330426 B 
Bulk Water Bulk Water Full Management Competitive 

Lyonnalse des Eaux KP III Concession Tender 
$85 mil $100 mil $15 mil $ 35 mil 

3 3 3 3 
3 ' 3 3 ! , 3 
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Clrebon 
1020320 B %1997 

BOT Target 
Aquatec Maxcon 

$8 million Target Achieved 

3 27 27 

3 27 24 

Apr 98 27 24 

May 98 48 36 

40 30 
, 40 30 

40 25 
, 

I 50 50 , , 
May 98' 12 10 

Jul98 18 15 
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Sep 98 : I 30 25 
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, 

7 28 

0 0 

Plan 6 Act 486 494 

PROJECT LIFE CYCLE KEY STEPS I Indicates at which stage PURSE entered project • Not official estimate 

1/26/98 

1 Project Identified by Government or Pnvate Party 
2 Prefeaslbility Study(PFS) under way 
3 PFS Interim Report or Optimal Project Identified 
4 Prefeaslbllity Study Approved 
5 Flrm(s) prequalifled 
6 UnsoliCited Proposal Rec'd or Competitive Tender Documents Issued 
7 MOU Under Negotiation or Competing Proposals Evaluated 
8 MOU Signed or Project Competitively Awarded 

9 Feasibility Study(FS) Under Way 
10 Feasibility Study ReViewed 
11 Feasibility Study Approved 
12 Contract Negotiations Under Way 
13 Contract Signed 
14 FinanCial Closure Reached 
15 Construction Implemented 

Source Consultant and DlrJen Clpta Karya 

REVISE 1 XLS 

% 

10000% 

8889% 

8889% 

7500% 

7500% 

7500% 

6250% 

10000% 

8333% 

8333% 

8333% 

8333% 

20000% 

40000% 

000% 

10165% 
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(Task 12 1 D) Prepare a dIGftfor a multI-sectoral PPP law 

IR Target The target for thIS reportmg penod was that the PPP law would be Issued 

Progress WhIle slIghtly behmd schedule, It would appear that thIS Important new law 
WIll be Issued very soon The "defimtIve EnglIsh language verSIOn" of the Government 
regulatIOn was completed on December 3, 1997 Fmal touches are bemg added to the two 
supportmg PresIdentIal Decrees for procedures and the establIshment of a Coordmatmg Body 

An Important element of the new PPP law IS the overwhelmmg emphaSIS on the competItIve 
process for selectmg pnvate sector partners, and for Implementmg PPP projects 

Next Quarter PURSE WIll contmue to prOVIde support as reqUIred to thIS process, 
partIcularly m contmumg to reVIew, comment on, and dISCUSS the two supportmg Keppreses 
The law and supportmg keppreses are now antICIpated early m 1998 

(Not m UPAP) Development ofPPP negotwtIOn techmques 

ThIS task was mcluded m the Fourth Work Plan as a "WIsh lIst" Item PURSE has recogmzed 
the need for provIdmg some kmd of aSSIstance to the PDAMs m negotIatmg WIth the pnvate 
sector, mcludmg m the area of managmg the negotIatIOn process If Implemented, the task 
could mclude the development of a trammg module, or other form oftechmcal aSSIstance 

IR Target A tIme frame was tentatIvely scheduled for begmnmg November 1997 
SpeCIfic IR targets for the Work Plan are to be determmed 

Progress A declSlon was made by USAID to drop thIS actIVIty 

Next Quarter No further actIOn IS antICIpated for thIS actIVIty 

(Not m UPAP) PreparatIOn of a WhIte Paper on Issues and Canst] amts to P P P 

ThIS task was mcluded m the Work Plan m response to a request from Dr SUjana Royat, 
chaIrman of the PURSE TIm Tekms The concept IS that a well-researched, frank analYSIS of 
the Issues and constramts encountered m IndoneSIa m Implementmg PPP projects, 
partIcularly m the water sector, IS necessary A hIgh level polIcy semmar to dISCUSS the 
WhIte Paper and ItS findmgs would be mcluded m thIS task 

IR Target ThIS actIVIty was mcluded m the Fourth Work Plan as a "WIsh lIst" task A 
tIme frame was tentatIvely scheduled for begmnmg September 1997 SpeCIfic IR targets for 
thIS task for the Work Plan are to be determmed 

Progress USAID has requested PURSE to drop thIS actIVIty 

Next Quarter No further actIOn for thIS actIVIty IS antICIpated 

PURSE Annual Progress Report 1997 & Quarter l "'''rjormance Report No 17 14 
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(Not m UP AP) Implement tramzng and commumcatlOn program deslgned for demonstratlOn 
prOject cllles and local government and enterprzse officlals 

The PURSE trammg program IS one of the most Important aspects of the remammg months 
of the Project The goals over the final fifteen months are to tram as many local government 
and PDAM officIals as possIble m the five program modules, contmue to add to, refine and 
Improve the matenal, and mstltutIOnalIze the trammg program WIthm the Government 

IR Target Targets for thIS reportmg penod mcluded the completIOn of the PIlot trammg 
actIvIty No 5 (30 tramed) 

Progress WIth respect to the projected pIlot trammg program, PURSE has exceeded ItS 
target for number of partIcIpants tramed The fifth pIlot, held m Jakarta November 16-22, 
1997, mcluded some 47 tramees 

The mstItutIOnalIzatIOn of the PPP trammg program IS stIll unclear and IS an area of concern 
to PURSE Please refer to the more detaIled dIscussIOn of thIS concern m AppendIx C, Issues 
and Opportumtles 

Next Quarter It IS cntIcal that the Government reach consensus on the appropnate 
mstItutIOnal home for the PURSE trammg program and matenals as soon as possIble 
PURSE also plans to hold ItS sIxth and seventh (final) trammg programs m February and 
Apnl 1998 respectIvely 

See the summary trammg chart proVIded as AppendIx B of thIS report for detaIls on other 
overseas trammg actIvItIes 

In-country trammg actIVItIes are summanzed below 

• PolIcy Semmars 

No polIcy semmars were held dunng the reportmg penod 

Next Quarter No formal semmars sponsored by PURSE are planned for the next quarter 

• Local Level Trammg 

PURSE conducted Its fifth PIlot trammg programs for local government and PDAM offiCials 
durmg the penod November 16-22,1997 The program covered the five modules developed 
by PURSE for thIs purpose The 47 partICIpants m the program mcluded representatIves from 
Malang, TasIkmalaya, Karawang, Tegal, Pekalongan, Samarmda, Palembang 

PURSE adVIsors also contnbuted to m-house trammg programs for Dlrektorat Jenderal Clpta 
Karya AdVIsors gave multIple presentatIOns on the Project LIfe Cycle and on NegotiatIOn 
and RIsk Management at the DJCK trammg center m BekaSI throughout the months of 
November and December 1997 

PURSE Annual Progress Report 1997 & Quarterly Performance Report 1\" ,- 15 
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On December 20, 1997 a PURSE advIsor travelled to Bandung to partIcIpate m a day-long 
PPP workshop sponsored by Dmas P U Cipta Karya TkI, West Java The advIsor dIscussed 
mternatIOnal pnvatIzatIOn expenences and lessons to be applIed to the IndonesIan context 

Next Quarter The next pIlot trammg actIvItIes are currently scheduled for February and 
Apnl 1998, If addItIOnal funds are added to the mstitutIOnal contract 

An mVItatIonal travel program to Mamla IS stIll under conSIderatIOn to allow government 
offIcIals from both countnes to compare the pnvatlzatIOns of the Mamla and Jakarta water 
supply systems 

• Pubhc-Pnvate Forums & Conferences 

No PURSE sponsored forums or conferences were held durmg the reportmg penod 

Next Quarter No PURSE-sponsored forums or conferences are planned for the next quarter 
The pnvate sector IS promotmg these actIVItIes qUIte actIvely m IndoneSIa In fact, a PURSE 
adVIsor IS scheduled to partIcIpate m an mfrastructure conference bemg planned for February 
by the Center for Management Technology, a pnvate conference organIzer 

For a comprehenSIve overvIew of all PURSE Project trammg actIVIties dunng the reportmg 
penod, please see AppendIX B m thIS volume 

A 3b Current BUY-IDS 

Not applIcable to thIS contract 

A 3c Current Subcontractmg ActIvItIes 

PT Resource Development Consultants REDECON IS provIdmg the local trammg manager 
for the PURSE Project 

SoewIto. SuhardIman. Eddymurthy & Kardono SSEK IS a local law firm They have 
conducted an extensIve reVIew of the eXIstmg legal framework for PPP projects m IndoneSIa, 
and have analyzed those laws The SSEK subcontract was amended m early 1997 to broaden 
the scope of actIVItIes for the thIrd phase SSEK IS now partIcIpatmg more WIdely WIth 
PURSE m the legal aspects of the ProJect, m partIcular WIth respect to demonstratIOn 
projects 
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Task 
No 

1 

2 

3 

4 

5 

-
UPAP 

Reference 
No 

73A 

Not In UPAP 

121.A 

121 8 

121 C 

Legend 

- - - -
TASK 

DESCRIPTION 

-

Develop Options for PPP Water Project Pricing Mechanisms 

a Review ADB Water Pricing Report 

- - - - -STATUS - FOURTH WORK PLAN 
(July 1997 September 1998) 

ANNUAL PROGRESS REPORT -1997 
& Quarterly Performance Report No 17 

October 1 December 31 1997 

-
Second Quarter 

1 
Oct 

I I 

b Incorporate relevant aspects of report Into PPP Training program = • c Incorporate relevant aspects Into FAM and FAM training 

Further Development 01 FInancIal AnalysIs Model 

a Field Test FAM with Demo Project Data 

b Revise EXISting Financial AnalysIs Model 

c Revise Translate and Dlssemmate FAM User s Manual 

d Conduct Training In the Use of the FAM 

Prepare Risk Management System 

a Finalize Content of Risk Management Handbook 

b Translate and Disseminate Handbook 

c Provide Training In Risk Management 

Develop Financial Guarantee & CredIt Enhancement Mech 

a Assemble materials Coord w/PPP Center Team 

b Prepare papre on Ideas for Credit enhancements 

c Assist In preparing seminar/conference (option) 

d Conduct seminar/conference? (option) 

Consulting Services 10 Demonstration Projects 

a On gOing Services on As needed BaSIS 

1) OKI Jakarta PAM JAYA 

2) Medan PDAM Tlrtanadl 

3) Padang 

4) Pontlanak 

5) Balikpapan PDAM 

6) Clrebon PDAM 

7) Semarang PDAM 

B) Palu PDAM 

9) Surabaya (KP III) 

10) Malang 

11) Manado 

'-__ -_--_-... 1 Task ShOWing Overall Duration per 4th WP 

IntenSive PURSE Project ActiVity 

I 

I ! 

• -. • 

! 

I 

II 

C~ -

• • 

• • 

• 

I 

I 

Intermittent or Ongoing Task 

By Others 

- - - - -
ACTIVITY STATUS 

Task re Instated per request of USAID Nov 10 1997 

a Report requested from PUOD 

b 

c Pilot 5 held Nov 1722 Pilots 6&7 planned early 1998 

Work currently underway 

a Completed 

b Completed 

c Completed 

e Pilot 5 held Nov 1722 Pilots 6&7 planned early 1998 

ActiVity extended to allow further GOI review and diSCUSSion 

a Completed August 1996 

b Translation completed Oct 1997 

d Pilot 5 held Nov 17 22 Pilots 6&7 planned early 199B 

Task re Instated per request of USAID Nov 10 1997 

a Assembling documents and reports for PP Center Team 

b 

c 

d 

Demo Projects a major PURSE focus for 4th Work PLan 

a Consulting Services On GOing 

a 1) 2 signed June 6 1997 for $1 2 bill PURSE mOnitoring 

a 2) Signed May 26 97 for $85 million PURSE mOnitoring 

a 3) PURSE reViewed proposal consulting w/PDAM 

a 4) Tender PFS completed Pre Quais underway 

a 5) Private party has Withdrawn PURSE may drop as demo 

a 6) PURSE assisting In proJ Identification Water source Issue 

a 7) Contract signed With Kendogo Mora Est $45 million 

a 8) Eval report & recomm submitted Dropped as demo proJ 

a 9) New pnvate party PURSE evaluating new SituatIOn 

a 10) PURSE reViewed commented on proposal 

all) Real local Interest In PPP Private party (Smar Mas) weak 

-



- -

6 

7 

B 

9 

lil 

-

121 D 

Not In UPAP 

Not In UPAP 

Not III UPAP 

Legend 

- - - - -

I 

TASK 
DESCRIPTION 

Prepare Academic Draft of Mulll Sector PPP Law 

a Review and Comment on EXisting Draft of Law 

b Meet with GOI PriVatization Team to DIscuss Comments 

c Prepare Input to Draft ElUCidations 

d Review and Comment on Final Drafts 

Development of PPP Negotiation Techniques 

a Theory Methods & Strategy of Negotiation 

b Design of IndiVidual Negotiating Programs 

c Seminar and Case Studies 

d Provide Training In Negotiation Techniques 

Preparallon of White Paper on Issues and Constraints 

a Research Current Status of PPPs In IndoneSia 

b Preparation of a White Paper 

c Hold Restncted Seminar on White Paper Findings 

Implement Training & Communlcallons Program 

a Policy Seminars 

b In country Technical Training 

1) Wnte/Develop New Training Matenals 

2) IdentlfyfTram Trainers 

3) Perform Needs Assessments for Cities 

4) Pilot Test Training Matenals 

5) PrOVide Training on National BaSIS ( roll out by others) 

c Overseas Open Enrollment Courses 

d International Study Tours 

I Task ShOWing Overall Duration per 4th WP 

IntenSive PURSE Project Activity 

- ---- - -- ---

- - - - -
STATUS - FOURTH WORK PLAN 

(July 1997 September 1996) 

ANNUAL PROGRESS REPORT -1997 
& Quarterly Performance Report No 17 

October 1 December 31 1997 

- - - - - -

I Oct t'w-;v (Dec II Jan I Feb I Mar Ant t'M~av i JUII 11 ____ ....... ~- "~~ATUS--· ...... _- -] 

PURSE participating m draft document review & comments 

a PP draft completed Keppreses stili under development 

b PeriodiC ad hoc On gOing 

c PURSE assisting w/ Kepp for Procedures and Coord Body 

• d Involvement continues Early 9B target date set by GOI 

Task deleted from Work Plan per request USAID 

OPR review meeting Nov 10 1997 

• • • 
Task deleted from Work Plan per request USAID 

OPR review meeting Nov 10 1997 

• a Credit Enhancement seminar early 199B See above 

b Underway 

b 1) Completed 1st quarter 1996 New Mat Is being developed 

b 2) 2nd TOT held June 9 11 97 3rd TOT tentative Feb 98 

b 3) On gOing 1 day sessions held In Surabaya and Bekasl 

~ liliiii • b 4) Pilot V held Nov 17 22 2 more Pilots planned early 9B 

b 8) DISCUSSions with GOI on institutional home underway 

c See AppendiX B 

• d Mantia Study Tour under conSideration for early 199B 

I I Intermittent or Ongoing Task - By Others 

-- -------- ----- --- --------- -- - ---

-
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B ADMINISTRATIVE INFORMATION 

Bl Level of Effort (last three months) 

The contractor's level of effort expended for the reportmg penod was a total of 14 person 
months See the LOE summary chart below 

B2 Cumulative Level of Effort 

The contractor's cumulatIve level of effort through December 31, 1997 IS 449 5 person 
months See the LOE summary chart below 

B3 Unused Level of Effort 

The contractor's unused level of effort through December 31, 1997 IS 58 person months 
See the summary chart below 

PURSE PROJECT 

ANNUAL PROGRESS REPORT - 1997 
& QUARTERLY PERFORMANCE REPORT NO 17 

October 1 - December 31 1997 

LEVEL OF EFFORT SUMMARY 
(In Person Months) 

Category Contract Used In Cumulative Unused 
LOE Last 3 Mos LOE LOE 

EXPATRIATE 
Long-Term 2030 6 196 70 

Short Term 678 0 628 50 

Total Expatriate PM 2708 6 2588 120 

LOCAL PROFESSIONAL 
Long-Term 1047 45 852 195 

Short-Term 1320 35 1055 265 

Total Local PM 2367 8 1907 460 

TOTALLOE PM 5075 14 4495 580 
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B4 ExpendItures (last three months) 

The contractor's e'(penditures for the three month reportmg penod were $ 227,953 See 
the summary budget chart below 

BS Cumulative Expenditures to Date 

The contractor's cumulatIve expendItures through December 31, 1997 are $ 10,543,651 
See the summary budget chart below 

B6 Remammg Unexpended Balance 

The remammg budget balance m the contract IS $ 521,434 63 See the summary budget 
chart below 

PURSE PROJECT 
ANNUAL PROGRESS REPORT -1997 

QUARTERLY PERFORMANCE REPORT NO 17 
October 1 December 31 1997 

BUDGET SUMMARY 

Category Contract Expended Cumulative Remaining Percent 
Budaet Last 3 Mos Expenditures Balance Expended 

Salanes $1 952148 $7477425 $184442168 $10772632 9448% 
Fnnge Benefits 468865 1972600 42473189 4413311 9059% 
Overhead 1297983 4974965 126435956 3362344 9741% 
Travel & Transportation 521 193 667984 45058985 7060315 8645% 
Allowances 1 361 290 857206 139124553 (2995553) 10220% 
EquIp Vehicles & Frght 134063 29269 12727266 679034 9493% 
Training 905434 137200 81124002 9419398 8960% 
Subcontracts 2615478 1354333 223857073 37690727 8559% 
Other Direct Costs 993057 3608550 120958537 (216 528 37) 12180% 
Gen & Administrative 289357 632386 28059841 875859 9697% 

TOTAL EST COST $10538868 $21711918 $1004261570 49625230 9529% 
Fixed Fee 526218 1083425 50103567 2518233 9521% 

GRAND TOTAL $11065086 $22795343 $10543651 37 $52143463 9529% 
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PURSE PROJECT l 1997 BUDGET EXPENDITURES 

LINE ITEMS Jan 97 Feb 97 Mar 97 Apr '97 May 97 Jun'97 Jul'97 Aug '97 Sep '97 Oct 97 Nov '97 Dec 97 TOTALS 

Salaries 4020658 2882476 2288081 2326901 2352130 2834723 2621642 2634506 2534882 2728883 2277497 2471045 $31973424 
Fringe 545789 732471 590978 591544 584957 6172 23 613422 612092 588918 707896 592928 671776 $7449994 

Overhead 2452057 1933964 1558758 1617904 (164529 18221 14 1672451 1695002 1624323 1814968 1504692 1655305 $191 87009 
Travel & Transport 310933 135892 674939 1 18553 767675 97098 82058 234893 63556 133845 272290 261849 $3153581 
Allowances 281082 20181 38 300181 554375 325062 1055019 31 30772 64361 14 2826651 548050 (78901 388057 $177 846 00 
Other Direct Costs 689194 1170546 2359088 690357 1341206 4958221 2398298 4461144 3159805 51 33718 4292637 (5817805 $24836409 
EqUIp Veh & Frght 000 11033 000 000 47121 1418 475 73595 000 23125 429 5715 $162911 

I Training 1 19075 93200 309800 325364 89092 2770600 4495090 753300 83000 1372 00 000 000 $9175721 
Subcontracts 7714 16 000 1455613 8510783 1085817 2056491 2939614 000 1790258 000 824905 529428 $19964325 
General & Admin 275706 269332 286123 442073 192855 486387 538615 507019 380142 336831 290594 4961 $4010638 
Fixed Fee 472349 461428 490196 757375 330407 833295 922773 868642 651272 577069 497856 8500 $6871162 

TOTAL 9938259 9708480 10313757 15935229 6951793 17532589 19415210 18276307 13702807 121 41585 10474927 178831 $L445 697 74 
------

** Per contract modification No 8 

BUDGETED 1997 1 198980 
EXPENDED 1997 1445698 

DIFFERENCE (246718 

BUDGET TOTAL 11,065,086 
EXP THRU 12/97 10543651 

REMAINING 521,435 

INVC 97 WK4 1 02/03/98 

';- " 
~ 
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I II PROJECT OFFICER'S COMMENTS 

I 1 Contractor's Techrucal Performance 

I To be completed by the USAID Project Officer 

I 2 Contractor's AdmInIstratIve Performance 

I 
To be completed by the USAID Project OffIcer 

I 
3 Contractor's Management 

To be completed by the USAID Project Officer 

I 
4 ReactIon to Contractor's Assessment of Performance 

I To be completed by the USAID Project Officer 

I 5 Areas for Contractor Improvement 

I To be completed by the USAID Project Officer 

I 
I 
I 
I 
I 
I 
I 
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I III CONTRACT OFFICE'S COMMENTS 

I 1 Areas of Concern 

I To be completed by the USAID Contractmg Officer 

I 2 ActIons to Improve Contractor Performance 

I 
To be completed by the USAID Contractmg Officer 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
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CHEMONIC~ INTERNATIONAL US Agency for International Developmen 

December 31 1997 Contract No 497 0373 C 00 3030 00 

PERSONNEL SCHEDULE 
PURSE PROJECT 

ANNUAL PROGRESS REPORT - 1997 

LOCAL 
PO~ITroN I EXPERTThe NAME OR rIRM 

EXPAT 

Long Term Personnel 
Cluef of Party/UdJdn Pohcy Ad,hor WIlhdm J Parente: Expat Chem 

MUlllL.lpal ~efVlce, ~pellall>t '>UblY.illtO bmak"llll Local Chem 

MUIlIl.lpal )efVll.e, ~pcual"t Abus He1ll1dl Local C.hem 

PIOJed Devd IFllldnLe '>peLlall,t Addle Permono local Chem 

Conti acts Advl>or/Deputy COP John J ~trattner EXPdt Chem 

Short Term Personnel 
Tr.ill11ng Manager Purwoko Hadl LOLaI Red 

Englneel/TeLhIllcal Tnumng ~pec LeIla SuryodlpulO LOlal Red 

Engllleel/Techl11l.al Tralllll1b ~pec Marble Tumbel1k 1 Local Red 

Demo Pro] IQC Team .t: 

Demo Project Fmance ~peciallst Bennett H Parton Expat Chem 

Urban EconomIst Benny DJumhana Local Chem 

Envllonmental EnbllleCI TenmILe P Dnscoll Expat IP3 

EnVironmental Engllleel Ahmad RoqYld Locll IP3 

EnvlfonmenW Engllleer short ternl Gretchen MIkeska Expat Chem 

.. Under IQC Contract No OUT PCE I 800 96 00006 00 
** Tentative Schedule 

-- ---~~--~---

& Quarterly Performance Report No 17 
October 1 - December 31, 1997 

FOURTH QUARTER 1997 FIRST QUARTER 1998 
OC10BER NOVBMBER D~CEMBER JANUARY I reBRUARY 

1997 1991 1997 1998 1998 

I 

... 

Legend [ In IndoneSia 

I;~';::; ~I Part Time or Intermittent 

-

MARCH 
1998 

:l> 
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'"C 
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CHEMONICS INTERNATIONAL 
December 31, 1997 

NO DESCRIPTION 
OF 

ACTIVITY 

1 Masters Progl am to be 
Determmed 

2 Mastel s Program to be 
Determmed 

3 PhD/Plannmg and Development 
Studies 

1 InternatIOnal Program on 
PnvatlzatlOn and Regulatory 
Reform 

2 Pelaksanaan Proyek MelalUl Pola 
Kemltraan antara Pemel mtah dan 
Swasta Strategl Efektlf dalam 
Pembangunan 

g \annrept 97\trammg ann 

PURSE 

United States Agency for InternatIOnal Development 
Contract No 497-0373-C-00-3030-00 

TRAINING & COMMUNICATIONS ACTIVITIES and OPPORTUNITIES 

ANNUAL PROGRESS REPORT - 1997 
& Quarterly Performance Report No 17 

October - December 1997 

ORGANISERI PARTICIPANTI 
LOCATION AGENCY 

OVERSEAS GRADUATE LEVEL TRAINING 

To be Determmed Candidate to be Identified by GOI 

To be Determmed Candidate to be Identified by GOI 

Umverslty of Southern California, Bastary PanJI IndraiBAPPENAS 
Los Angeles 

OVERSEAS TRAINING 

Harvard Institute for InternatIOnal 1 SalustJa WldyaiBappenas 
Development, Cambndge, MA 2 Boedlastoetl OntowlrJo/Bappenas 

The Institute fOi PubliC-Private 1 Rudy H Nandar 5 BudJOno Subambang 
Partnershlps/Washmgton 0 C 2 Dlah Parahlta 6 Wmdhu Hldranto 

3 SJamsudm Bahn 
4 Bambang Wldodo 

NUMBER TIME FRAME 'ITATUS 
OF 

TRAINEES 

1 To be determmed Candidate to 
be IdentIfied 

1 To be determmed CandIdate to 
be Identified 

1 August 1997 - Program IS 

August 2000 underway 

2 June 30 - July 25, Completed 
1997 

6 August 11-22, Completed 
1997 

i 

I 
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--------------- - - - --
NO DFSCRIPTION ORGANISERJ PARTICIPANTI NUMBER TIME FRAME STATUS 

OF LOCATION ACENCY OF 
ACTIVITY TRAINEES 

3 ObservatIOnal Tom PU RSE Ploject/Malaysla 5 central government officIals 18 June 1997 Completed 
10 local government-POAMs 
3 PURSE Project consultants 

IN-COUNTRY TRAINING 

I Tlammg of Tramers (ToT) II PURSE Project Central Government Officials 20 June 9-11, 1997 Completed 

2 PPP Water Supply Projects Center for Management BAPPENAS 5 July 2-3, 1997 Completed 
Conference Technology Dept of Home AffaIrs (PUOO) 

Hotel Shangll La, Jakarta Dept of Home AffaIrs (BANGOA) 
Dept of Pmance 
Dept of Pubhc Works (Clpta Karya) 

3 Trammg on PubliC-Private PURSE Project Local Government & POAM OffiCials 38 July 28-Aug 4 Completed 
PartnershIps -- PIlot III 1977 

4 PPP POAM Smabaya Local Governments OffiCials & DIrectors POAM 20 August 18, 1997 Completed 
(One day semmar) 

5 Peran serta sektor swasta dalam OJCK Bekasl - Central Government OffiCIal 50 Sept 2, 1997 Completed 
pengelolaan persampahan - Head of Omas Keberslhan 

-JICA 

6 Trammg on Pubhc-Prlvate PURSE Project Local Government & POAM OffiCials 46 Sept 21-28, 1997 Completed 
PartnershIps -- PIlot IV 

7 C1pta Karya PPP Trammg Clpta Karya/Bekasl Eselon IV - Clpta Karya 40 Nov 12-13, 1997 Completed 

8 Tlammg on PubliC-Private PURSE Ploject Local Government & POAM OffiCials 47 Nov 16-22, 1997 Completed i 

PartnershIps -- PIlot V 

9 C1pta Karya PPP Trammg Clpta Karya/Bekasl Eselon IV - Clpta Karya 40 Nov 26-27, 1997 Completed 

~-
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NO 

10 

11 

12 

13 

14 

15 

16 

--------

DESCRrPTION 
OF 

ACTIVITY 

Clpta Karya PPP Trammg 

InternatIOnal Expellence In PPP 
and the Indonesian Context 

Manado FAM 

Trammg ofTramels (ToT) III 

Trammg on Public Pnvate 
PartnershIps -- PIlot VI 

Twmmg on Public Pnvate 
PartnershIps -- Pilot VII 

Study Tour to BOT Center 
~ppmes 

g \annrept 97\tl ammg ann 

ORe' ANISER! PARTICIPANT! 
LOCATION ACENCY 

Clpta KaryalBe,,"asl Eselon IV - Clpta Karya 

Clpta KaryaiBandung Eselon III - Clpta Karya 

PURSE PloJect Semor Local Government 

PURSE Project CentJal Government Officials 
To be Named 

PURSE Ploject Local Government & PDAM Officials 
To be Named 

PURSE Project Local Government & PDAM Officials 
To be Named 

PURSE ProJect/Mamla Central Government OffiCials 

---_ ... _- "-------

- - - - -- -
NUMBER TIME FRAME STATUS 

OF 
TRAINEES 

40 Dec 9-10, 1997 Completed 

30 Dec 20, 1997 Completed 
I 

15 February 1998 Bemg 
orgamzed 

20 Febr 9-11, 1998 Planned 

40 Febr 16-21,1998 Planned 

40 Apr 20-25, 1998 Planned 

15 Apnl - May 1998 TopIC 
fOflnulatlOn 

3 
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APPENDIX C 

ISSUES AND OPPORTUNITIES 

As PURSE enters the final phase of the technIcal aSSIstance portIOn of the program, the 
dIscuSSIOn below concerns cntIcalissues to be addressed to optImIze the Project's Impact over 
the long term 

Cl The financIal CrISIS could hamper PPP mvestment 

Although outsIde the control of the PURSE Project, the current financial and economIC cnsis 
facmg the country IS lIkely to have a dampenmg effect on mfrastructure mvestment, 
partIcularly foreIgn mvestment UntIl the ruPIah IS stabIlIzed, and foreIgn exchange nsk can 
be relIably assessed, many projects are lIkely to be postponed WIth the Government forced 
to curtail publIc spendmg on mfrastructure (and other) projects, the PPP alternatIve should 
become more attractIve However, for thIS to happen Government Will lIkely have to rethInk 
ItS polIcy of not provIdmg guarantees (see the dISCUSSIOn on credIt enhancements below) to 
support water projects Although ruPIah denommated 

C 2 Contmue and Enforce the CommItment to CompetItIon and Transparency 

WIth great satIsfactIOn PURSE has Witnessed a marked mcrease durmg the reportmg penod 
m tangIble efforts by the Government to Impose greater competitIOn and transparency on the 
PPP process ThIS commItment to a more open and transparent process for engagmg the 
pnvate sector m the country's mfrastructure development has been demonstrated m the drafts 
of the new PPP law and Keppreses, and m efforts by Bappenas to lend polItical support and 
encouragement to competItIve tenders m PontIanak and, perhaps, Monado 

The new Government RegulatIOn and two supportmg PreSIdential Decrees are expected to be 
enacted durmg the fourth quarter of 1997 They strongly favor the competItive methodology, 
and transparency throughout the process of project IdentIficatIOn and selectIOn of the pnvate 
party partner 

PURSE IS actIvely workmg the PDAM and local government m pursumg such a competItive 
process m Pontianank, West KalImantan Bappenas has wntten letters to the PDAM and 
WalIkota expressmg ItS strong support for thIS process, WIth the full commItment of the 
PURSE ProJect's resources to prOVIde the necessary aSSIstance Bappenas IS also m 
commUnICatIOn WIth Manado, North SulaweSI, wluch has mdicated mterest m followmg the 
competitIve route as well 

WInle these recent Imtiatives are mdeed encouragmg, It IS ImperatIve that the Government 
remam commItted to competItIOn and transparency throughout the PPP process, and that the 
new laws, once enacted, are vIgorously enforced 
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C 3 Contmue Support to DemonstratIOn Projects After ConclusIOn of PURSE 

Although the PURSE mstItutIOnal contractor, Chemomcs InternatIOnal, IS due to conclude ItS 
contract at the end of September 1998 the PURSE Team remams commItted to contmumg to 
offer the full complement of the ProJect's technIcal assIstance and trammg actIvIties to 
PDAMs and local governments untIl the very end of the project ThIS may mean mitIatmg 
servIces to assIst PDAMs engaged m PPP project development knowmg full well that not 
enough time remams m the contract for the partIes to reach a negotIated agreement 
Nevertheless, PURSE belIeves that any assIstance provIded PDAMs m the PPP process wIll 
be of benefit to theIr efforts However, several PDAMs, m partIcular Pontmnak whIch IS 
engaged m a competitIVe tender process, are concerned that wIthout contmued PURSE 
support throughout the process, the lIkelIhood of a successful PPP agreement wIth the pnvate 
sector IS sIgmficantly dlmlmshed In response to thIS concern, Bappenas has commItted to 
make consultmg resources aVaIlable beyond September 1998 to any PDAM engaged m a 
competItIve process These resources could be made aVaIlable through the TAP4I Project, a 
bI-lateral donor, or other sources ThIS commItment IS sIgmficant as It offers a degree of 
comfort to those PDAMs embarkmg on the process ofpursumg a PPP project through a 
competitive process, whIle at the same tIme encouragmg PURSE to contmue aggressIvely 
pursmg new clIents and demonstratIOn projects 

C 4 Contmue Support to the Government's Infrastructure PrIVatIzatIOn Agenda 

The Government of IndoneSIa through ItS five year master plannmg document, RepelIta VI 
(1994-1998) set ambItIous targets for pnvate sector mvestment m the country's publIc 
mfrastructure -- some $18 bIllIon Repehta VII, currently under preparatIOn, wIll contmue to 
stress the need for pnvate sector partICIpatIOn m the country's development In the cntICal 
sectors of urban envIronmental mfrastructure (water supply, wastewater treatment, and solId 
waste management) the PURSE Project has played a leadmg role m helpmg the Government 
foster a "transactIOn framework" cntIcal to stImulatmg pnvate mvestment WIth PURSE 
scheduled to end m September 1998, the Government IS partIcularly concerned about a major 
VOId m the aVaIlabIlIty of expert adVISOry servIces m thIS area 

To that end and at the request of Bappenas, PURSE adVIsors have been engaged m 
prehmmary dISCUSSIOns WIth Government and multi-lateral donor agenCIes to explore the 
most appropnate structure for such servIces, and an overall program of aSSIstance whIch best 
addresses IndoneSIa's mfrastructure development needs at thIS tIme DISCUSSIOns have 
explored scenarIOS mvolvmg loan and eqUIty funds, as well as technIcal aSSIstance servIces 

PURSE WIll contmue to work WIth Government throughout the remammg months of the 
techmcal aSSIstance contract to IdentIfy ways to bUIld upon and make sustamable the 
sIgmficant accomphshments of the USAID-sponsored actIVIties of the prevIOUS SIX years 

C 5 Reduce CompetItIOn Between PublIc and PrIvate Investment for Infrastructure 

The Government needs to better coordmate ItS mfrastructure fundmg program so as not to be 
competmg With potential pnvate sector mvestments It IS ImperatIve that such fundmg 
programs be made known to the pnvate sector, as they WIll Impact on customer base and the 
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revenue stream to the PPP project, and thus ultImately on project desIgn and "bankabIbty" 
ThIS appbes both for APBN transfers and SLA (bIlateral donor) financmg PURSE has seen 
at least two examples where a lack of full commumcatIOn at the local level (Padang and 
PontIanak) may sIgmficantly alter, If not delay or cancel, planned pnvate Investment 
PURSE belIeves that Government should encourage pnvate Investment In all cases where It 
makes both economIC and financial sense to do so 

Such competltIOn between pnvate and publIc sector Investments IS counterproductIve for 
several reasons It "crowds out" potentIal pnvate Investment by USIng publIc funds WhICh 
could be dIverted to other, less finanCIally attractIve but SOCially necessary, projects, when 
not dIsclosed In a tlmely manner It can reduce the pnvate Investor's confidence and trust In 
the publIc sector, It undermInes Government's commItment to pnvate Infrastructure 
mvestment whIch WIll cause potential mvestors to seek opportumtles In other countnes 

C 6 InstItutIOnahzmg PURSE Products 

The need to secure the InstItutIOnalIzatIOn withm Government of PURSE outputs to ensure 
sustamabilIty of the PPP process remams a top pnonty of the Project Progress In thIs area 
contmued to be made by the Project durmg the reportmg penod The EnglIsh language 
verSIOn of the Project LIfe Cycle was finalIzed, and the Bahasa IndoneSIa verSIOn also 
completed and dissemmated dunng the next quarter FIeld testmg of the Fmancial AnalysIs 
Model was completed, and the translatIOn of the FAM User's Manual was finalIzed and WIll 
be ready for dissemmatIOn early m the next quarter The translatIOn of the Risk Management 
Handbook was also completed In the fourth quarter of 1997, and WIll be dIssemInated durmg 
the first quarter of 1998 These are each sIgmficant mIlestones for the PURSE Project 
COIncIdently, PURSE has learned that the World Bank m Washmgton has been made aware 
of the RISk Management Handbook, and plans to mclude mformatIOn about It on theIr 
mternal web SIte 

More than reports, each of these products IS In fact a "tool" developed specIfically to aSSIst 
local government and PDAM offiCials better IdentIfy, develop, and Implement PPP projects 
Each of these tools also receIve conSIderable exposure m the PURSE In-country PPP traInmg 
program 

WhIle PURSE understands that It IS the mtentIOn of the Government to house these products 
withm the new PPP Center, PURSE would urge that thought be gIven to an mtenm solutIOn 
as the Center IS unlIkely to come on Ime much before the PURSE Project ends WIthout such 
Government ownershIp, these tools, cntlcal to the sustamabilIty of the PPP program, are 
lIkely to be underutIhzed and, mdeed, neglected ThIS temporary home for PURSE outputs 
could be the new CLEAN-Urban ProJect, or even the Urban Management Trammg Program 
(see below) 

C 7 InstitutIOnalizatIOn and SustamabdIty of the In-country PPP Trammg Program 

Although the PURSE m-country PPP trammg program IS m hIgh gear With two addItIOnal 
pIlot programs for local government and PDAM offiCIals conducted durmg the reportIng 
penod, a clear and achIevable program for mstltutIOnahzmg that traInmg before the end of the 
Project stIll needs to be better artIculated Although It IS the stated ObjectIve of the 
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Government to house the PPP trammg withm the new PPP Center, thIS Center IS still m the 
nascent conceptual stages and It IS not clear that It WIll be fully staffed and operatIOnal by the 
tIme PURSE ends m September 1998 

Certamly, the trammg matenals for the PURSE-developed five module program WIll remam 
behmd after September 1998, and these should be of great benefit to whatever orgamzatIOn 
wIshes to make use of them, such as the DIklats MOHA and PU Nevertheless, these 
matenals are deSIgned to be Improved, expanded, modIfied, and m other ways changed as the 
body of PPP e"Xpenence m IndoneSia contmues to grow, and as Implementmg laws, 
regulatIOns and methodologIes change WIthout an mstitutIOnal custodIan of the trammg 
program, It WIll be more dIfficult to keep the program fresh and current, and to ensure that It 
responds to the evolvmg needs of local OffiCIalS 

ThIS SItuatIOn has been dIscussed WIth the Bappenas project dIrector, Dr SUjana Royat, and 
varIOUS alternatIve scenanos for addressmg the Issue are under conSIderatIOn However, tills 
IS a concern WhIch needs to be kept m the forefront of thmkmg as the Government begms to 
look toward the post-PURSE era As a part of thIS process, Pak SUJana gave the go ahead for 
a thIrd trammg oftramers (TOT) program, tentatIvely scheduled for early February 1998 

An alternate, If temporary, solutIOn may be to Implement the PPP trammg through the Urban 
Management Trammg Program (UMTP) and the CLEAN Urban Project untIl such tIme the 
PPP Center IS able to take It over However, a SImIlar arrangement was proposed earlIer by 
PURSE, but rejected by the Project's TIm KerJa ThIS Issue needs to be reopened and 
reconSIdered to ensure the degree of transferance and sustamabillty for PPP trammg deSIred 
by all partIes 

C 8 Development of AlternatIve CredIt Enhancement Mechamsms 

The stated polIcy of the Government IS to prOVIde no sovereIgn guarantees m support ofPPP 
mfrastructure projects m the water sector Nevertheless, WIth the weak finanCial condItIOn of 
most PDAMs, and theIr resultmg lack of credIt worthmess, some form of credIt enhancement 
WIll be needed to attract pnvate mvestors, and make projects finanCially VIable 
In order for IndoneSIa to enJoy the benefits ofpnvate sector partICIpatIOn m water supply, 
PDAMs need to ensure theIr creditworthmess to pnvate mvestors WIth over 300 PDAMs 
natIOnWIde, a hIgh degree of tarIff SUbSIdIzatIOn, hIgh staff-to-customer ratIOS, mefficient 
operatIOns, and other factors contnbutmg to cash flow uncertamty, the Government must 
begm explonng alternatIve ways to POSItIvely effect project credIt enhancements needed to 
attract pnvate capItal to the water sector Recently SIgned contracts m Medan and Jakarta 
wIll begm to establIsh precedents m credIt enhancement mechanIsms However, IndoneSIa 
must conSIder what range of mcentIves can be offered eIther m terms of tax rehef, 
government support obhgatIOns, escrows and others The challenge now faced IS to match 
mcentlve mechanIsms WIth real, project-specIfic need and prOVIde the nght amount of credIt 
enhancement to mItigate nsks to a level acceptable to a pnvate mvestor 

C 9 Amendment to the PURSE Contract 

PURSE and USAID are currently negotIatmg a modIficatIOn to the Chemomcs technIcal 
aSSIstance contract whIch WIll add funds m support of the Project's m-country trammg 
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PT Aquatec Maxcon IndonesIa ThIs firm IS mterested m pursumg a pubhc-pnvate 
partnershIp m Cuebon PURSE met wIth theIr representatives to dISCUSS theIr proposal and 
reVIew areas of concern, partIcularly m raw water supply PURSE also met wIth the g 
chairman of the firm, vlSltmg from Austraha, m Jakarta on November 17 

ASIan Development Bank On October 1,1997 PURSE advIsors met wIth the ADB's 
Jakarta-based pnvate sector officer to dISCUSS how the Bank mIght structure a loan, eqUity, 
and techmcal assIstance program to contmue supportmg the Government's mfrastructure 
pnvatizatIOn agenda 

PURSE had a subsequent meetmg on November 26 wIth a Bank officer from ManIla to 
reVIew progress on legal and regulatory Issues regardmg PPP, and the need for contmued 
consultmg assIstance to the Government m mfrastructure pnvatIzatIOn 

Biwater PURSE met wIth thIS Bntish water firm on December 10m Jakarta to dISCUSS 
theIr FeaSIbIlIty Study and proposed schedule for reachmg contract closure Biwater IS 
pursumg an unsolIcIted project for a partIal conceSSIOn of Malang's water supply and 
dIstnbutIOn system 

CanadIan InternatIOnal Development Agency A PURSE adVIsor attended a 
presentatIOn by CIDA consultants at Bappenas on October 6, 1997 concernmg the 
establIshment of the PPP Center 

PURSE also met WIth CIDA-sponsored consultants mvestIgatmg solId waste management 
pnvatizatIOn opportumties on November 26 

Compagme Generale des Eaux CGE IS a mmonty partner m a pOSSIble PPP project m 
SidoarJo PURSE has met WIth theIr offiCials to dISCUSS elements of that project 

InternatIOnal Water. Ltd PURSE met WIth IWL offiCIals m Jakarta to dISCUSS Issues 
concernmg the Bahkpapan pnvatIzatIOns IWL has adVIsed PURSE that they are closmg 
theIr Jakarta office effectIve December 31, 1997, and that IndoneSIa busmess opportumties 
Will be pursued from Smgapore 

Jakarta Water Sector Supply ProJect PURSE contmued to partICIpate as requested With 
JWSSP In the negotiatIOns for the two PAM Jaya conceSSIOn agreements and reVIeWIng 
progress beIng made toward satIsfymg the contract's condItIOns precedent 

Mumcipal Fmance ProJect PURSE and MFP adVIsors met on November 18 to dISCUSS 
Issues of mutual concern The projects reVIewed on-gomg trammg actIVItIes and respectIve 
finanCial models, and agreed to collaborate speCIfically on future efforts to promote credIt 
enhancement alternatIves WIth government The Issue oftrammg program mstitutIOnalIzatIOn 
and sustamabilIty after both MFP and PURSE conclude techmcal aSSIstance actIVItIes thIS 
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summer were also consIdered 

Pnvate Sector PartIcIpatIOn m the Transport Sector Project At the request of thIS ADB
funded project m the Mmistry of CommUnICatIOns, and WIth the concurrence of Bappenas, 
PURSE presented a three-hour semmar on PPP as It pertams to the water sector, and the 
Project's expenences as they mIght pertam to transport The presentatIOn was attended by 
some 30 senIor officials from the Department of CommUnICatIOns, and theIr BUMNs The 
PURSE adVIsors, followmg an mtroductIOn of the Project and participatmg staff, presented a 
dIscussIOn of the Project LIfe Cycle, Project FeasIbIlIty, Contract and RIsk Management, and 
a general dIscussIOn of the lessons learned durmg PURSE's five years ofhelpmg to structure 
PPP projects m Indonesia 

TAP4-I PURSE has contmued to cooperate WIth tills World Bank funded project m 
revIewmg and commentmg on the draft PPP law and two supportmg PresIdentIal Decrees 
(Keppreses) 

I C 8 Personnel ActIOns 
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The followmg personnel actIOns occurred durmg the last quarter of 1997 

Ir Sublyanto Ismakun, local profeSSIOnal mUnICIpal servIces specIalIst, reSIgned from the 
PURSE Project effectIve October 15, 1997 to pursue other opportunItIes 

Ir Agus Hemadl was hIred for the pOSItIOn of local professIOnal mUnICIpal servIces specIalIst 
effectIve December 1, 1997 

Ir MargIe Tumbelaka also jomed the Project as a local envIronmental engmeenng specialIst 
effectIve December 1,1997 Ir MargIe's servIces are bemg provIded by PURSE 
subcontractor PT Redecon 

Ms Gretchen MIkeska, an envIronmental engmeer, mitIated a one month short term 
aSSIgnment on December 15, 1997 to aSSIst PDAMs m Pontlanak and Manado mvestIgate 
techmcal optIOns for mcreasmg the water treatment capaCIty of theIr current faCIlItIes 
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APPENDIX D 

PURSE 
Pnvate PartzclpatlOn zn Urban Servlces 

SynopsIs of Project Documents 

1 TraImng ImplementatIOn Plan 
PURSE Report No 103 00/93/001, July 1993 

As requITed by the techrucal assIstance contracts, tlus TraIrung Plan laId out projected traIrung 
actIvItIes for the first year, as well as the entIre lIfe of project The plan dIscusses project 
trammg goals for In-country programs, overseas short courses and observatIOnal/study tours, 
and longer-term formal academIc degree programs In Uruted States 

2 Work Plan for Project Year One 
PURSE Report No 104 00/93/002, July 1993 

ThIs first year project work plan detaIls ImplementatIon actIvItIes for the penod August 1993-
1994 It also lays out the "LIfe of Project GUidelIne", whIch serve as an overVIew of project 
goals The Work Plan actIVItIes are orgaruzed accordIng to the three project components -
PolIcy, Legal and Regulatory, DemonstratIOn proJects, and Tralrung and CommurucatIOns 
In addItIOn to timellne charts suggestIng duratIOn of each actIVIty and the assIgnment of 
ImplementatIOn responSIbIlItIes among the PURSE advIsor, the Work Plan contaInS detailed 
narratIve deSCrIptIOns of each projected task 

3 PrelImInary RevIew and EvaluatIOn of Central Government PolIcy 
PURSE Report No 101 02 1/93/003, March 1994 

The purpose of thIs study IS to outlIne eXIstIng Government polICIes and polIcy defiCIencIes 
whIch lIDpact on the process of faCIlItatIng prIvate partICIpatIOn In urban servIces projects It 
hIghlIghts areas and Issues reqUIrIng more detaIled polIcy guIdance The report concludes that 
macro level polIcy expressmg the Government's commItment to pursumg the PPP/PSP optIOn 
for mfrastructure development are already embodIed In current legIslatIOn, and that the pnvate 
sector has already begun to recogruze the opporturuties offered under current polICIes 
However, the report notes that more detailed and exphcIt polICIes III support of the eXIstIng 
general polICIes are now needed to faCIlItate ImplementatIon of more complex projects 
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4 BaselIne RevIew of EXIstIng Legal and Regulatory Issues for PublIc 
PrIvate PartnershIp and PrIvate Sector PartIcIpatIOn Projects 
PURSE Report No 101 02 1193/004, March 1994 

In order to begm the process of assessmg the current legal and regulatory framework prIvate 
partIcIpatIOn m publIc mfrastructure proJects, PURSE undertook an Irutml baselme reVIew of 
those Issues most relevant to project ImplementatIOn The report's purpose was to aSSIst the 
Government by provIdmg an overVIew of what new laws and/or amendments to eXIstmg 
legIslatIOn may be reqUIred to faCIlItate publIc-prIvate partnershIps m the three PURSE 
techrucal sectors The report mcludes a background descnptIOn of IndonesIan governmental 
structure, and a dIScussIon of the most cntIcallaws, regulatIOns and statutes affectrng PURSE 
One of the outcomes of the work m prepanng thIs document was a recommendatIOn to hIre 
a local law firm to conduct a more tn-depth reVIew of the legal framework (see PURSE Report 
101 01194/016, descrIbed below) 

5 Project FmancIaI Structures and FmancIaI & Performance Guarantees 
for BuIld, Own and Transfer Projects 
PURSE Report No 102 02/93/005, March 1994 

ThIs report provIdes Government offICIals WIth a comprehenSIve explanatIOn of project 
fInancmg structures and project performance and fmancial rISks that are an mtegral part of all 
publIc-pnvate partnershIp busmess transactIOns The report descnbes and outlmes a "typIcal" 
BOT project structure, outlInes and defines performance nsk and guarantees, dIscusses 
finanCIal oblIgatIOns of both government and bus mess m a BOT transactIOn, analyzes loan 
repayment nsk Issues, and other nsks, and, how the Government mIght develop a rIsk 
diverSIficatIOn strategy Fmally, the report hsts a senes of recommendatIOns for the 
Government's conSIderatIOn, mcludmg the development of capItal market financmg 
mstruments (revenue bonds for water and wastewater projects) 

6 DeSCrIptIOn of EXIstmg PrIvate Sector PartICIpatIOn Projects and Pubhc 
PrIvate PartnershIp Projects m IndoneSIa - An AnalYSIS of the Lessons 
Learned 
PURSE Report No 10204 1193/006, March 1994 

ThIs report presents and assesses case studIes of fifteen Infrastructure transactIOns ill the water, 
wastewater, solId waste, power and hIghway sectors, mamly III indoneSIa It summarIzes the 
key lessons learned from several pnvate sector partICIpatIOn and pubhc-pnvate partnerslup 
transactIOns completed to date, and recommends speCIfic actIOns to the Government of 
IndoneSia for use m future such projects The recommendatIOns focus on speCIfic techmcal 
actIOns that are acluevable III the near term 
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7 FIrst Annual Progress Report and Quarterly Progress Report No 1 
PURSE Report No 106 00/93/007 , January 1994 

The document summarIzes the first year of PURSE Project actIvItIes It details the five major 
programmatIc areas on WhICh the project focused, mcludmg Fmancial and Performance 
Guarantee Study, Case StudIes for Pubhc-Pnvate Partnerships, Prehmmary Inventory and 
Profile of Potential DemonstratIOn Projects, Legal and Regulatory and Pollcy RevIew, and, 
Study of AlternatIve Fmancial and OrgamzatIOnal Models 

8 PURSE Roundtable DIscussIOn Papers 
PURSE Report No 303 5/94/008, February 1994 

PURSE's first "PublIc-PrIvate Forum" on the tOPIC of pnvate sector mvolvement m the 
development and fmancmg of pubhc Infrastructure projects m Indonesia mcluded presentatIOns 
by many highly regarded experts from throughout Southeast ASia as well as Indonesia The 
Forum was a day-long event held m Jakarta, attended by representatives of the pnvate sector 
commumty, offiCIals from the Government of IndonesIa, and the mternatIOnal donor 
commurnty This document IS compendIUm of papers presented by the speakers at the Forum 

9 Quarterly Progress Report No 2 
PURSE Report No 105 00/94/09, Apnl 1994 

Covenng the penod January-March 1994, thIS report summarIzes PURSE actIVItIes for the 
penod, and addressed speCIfic ImplementatIOn Issues affecting the project at thIs tIme 
AccomplIshments dUrIng the penod mclude the IrntIatIOn of several actIVIties In the 
development of a polIcy, legal and regulatory framework, such as the IdentIficatIOn of a local 
law firm to study the eXIstIng legal framework, the first stages of the preparatIOn for 
envIronmental regulatIOns In water and solId waste Also durmg this perIod a successful 
publIc-prIvate forum on prIvate partICIpatIOn m Infrastructure Investment was held m Jakarta, 
sponsored by PURSE 

10 Project IdentIficatIOn 
PURSE Report No 10203 2/94/010, May 1994 

The purpose of thIS report IS to prOVIde an update on the status of the IdentIficatIOn of PURSE 
demonstratIOn projects It summanzes actIVIties through May 1994, and proposes a senes of 
actIons to be taken by PURSE and the Government through the end of the calendar year 1995 
The report reVIews the screemng cntena, mdicators and process used by the PURSE TIm 
KerJa m IdentIfymg VIable demonstratIOn SItes, and proposes schedules for SIte VISItatIOn and 
project IdentIficatIOn and venficatIOn 
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11 Quarterly Progress Report No 3 
PURSE Report No 105 00/94/011, July 1994 

ThIS report covers ImplementatIOn progress for the penod AprIl-June 1994 Among the 
noteworthy development dunng thIS penod are the selectIOn, together wIth PURSE 
Government counterparts, of eIght CItIes as SItes for potentIal demonstratIon projects, short 
course trammg programs m the U S mcluded negotiation techruques, analYSIS and negotIations 
of BOOIBOT projects, and mvestment appraIsal and management Short-term techrucal 
aSSIstance activItIes mclude mltlal work on landfill standards and regulatIOns, a dISCUSSIOn 
paper on wastewater Issues, and the InItIatIOn of a study of the country's water tanff polIcy 

12 Case Study TrainIng MaterIal PaIton Power ProJect, East Java and 
Nusa Dua Water Supply ProJect, Ball 
PURSE Report No 102042/94/012, July 1994 

As part of an OrIentatIOn program on BOOIBOT projects for PURSE counterparts, two case 
studIes were prepared on actual projects m indoneSIa Usmg available data and mformatIOn 
on projects wIth WhICh the partICIpants were frumhar, the case studIes brought alIve the 
fmancIng, structurmg, and other concerns of each of the partIes Involved m developmg these 
projects the lenders, the government, and the prIvate partIes Through the use of background 
readmgs, handouts, overhead transparencIes and dISCUSSIOns, the basIc concepts, Issues, 
termmology, benefits and nsks of these types of projects are conveyed In mearungful detaIl 

13 Quarterly Progress Report No 4 
PURSE Report No 105 00/94/013, October 1994 

The progress report for the penod August-October 1994 rughhghts many of the changes wruch 
affected the PURSE ProJect, as well as conSIderable accomplIshments dunng the penod A 
new cruef of party and expatnate mUnICIpal servIces adVIsors jomed the team TechnIcal work 
contmued on the legal and regulatory reVIew, development of the finanCIal analYSIS model, 
solId waste regulatIOns and standards, and the evaluatIOn of potentIal demonstratIOn projects 
Short term aSSIgnment occurred m the areas of the project development cycle, standardIzed 
bIddmg procedures, among others In addItIOn, conSIderable work was done, on the 
development of pnonty actIVIties and tasks of the PURSE second work plan 

14 PrIvate-PublIc Partnerslups In Infrastructure Development The U S 
ExperIence 
PURSE Report No 101 09/94/014, October 1994 

Prepared for the World Infrastructure Forum, held m Jakarta, by Dr Denrus RondmellI, a 
recognIzed U S expert m decentralIzatIOn and Issues affectmg mfrastructure development 
worldWIde, thIS paper served as the baSIS for the remarks by the Forum's offiCIal U S 
representatlve, Ms DIane Rudo, VIce preSIdent for project finance, U S Ex-1m Bank 
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15 Second Work Plan 
PURSE Report No 106 00/94/015, October 1994 

The second PURSE work plan covers a fifteen month penod from October 1994 - December 
1995 ThIS work plan Includes a bnef overVIew of the contInuIng relevance of the LIfe of 
Project GUide, and a synopSIS of the accomplIshments dunng the first project year While the 
format largely follows that of the first project work plan, the document uses new graphICS to 
prOVIde clearer charts and tables, and Includes a comprehensIve dIScusSIon of IndIVIdual 
workplan tasks It also recogruzes appropnately Component One of the Project (Pohcy, Legal 
and Regulatory) Into four coherent subgroupIngs FInanCIal Instrument and Guarantees, 
Contract Management Procedures and GUidelInes, Legal & Regulatory Framework, and 
Morutonng and EvaluatIOn IndIcator System 

16 NarratIve DeSCrIptIOn - IndoneSIan Laws and RegulatIOns on PublIc 
PrIvate Partnerslnps and PrIvate Sector PartICipatIOn In the Sectors of 
Water Supply, Waste Water and SolId Waste 
PURSE Report No 101 01/94/016, November 1994 

As the first step In ItS scope of work under subcontract to PURSE, the IndoneSian law firm of 
Soewlto, Suhardiman, Eddymurthy & Kardono (SSEK) completed a detaIled reVIew of the 
body of law affectIng pnvate partICIpatIon (domestIc and foreIgn) In Infrastructure projects In 
the three PURSE techrucal sectors This document prOVIdes a comprehensIve synopSIS of all 
laws, decrees (preSIdentIal, mmistenal) and regulatIons which may encourage or constraIn the 
pnvate sector It offers some background on PPP/PSP projects to date In the country, and 
deals speCIfically WIth each PURSE sector IndIVIdually ThIs report WIll be followed by a 
detaIled analYSIS of the omISSIOns and defiCIenCIes m the legal framework, leadIng to pOSSIble 
recommendatIOns for amended or additIOnal legIslatIOn 

17 DemonstratIon Projects Report 
PURSE Report No 101 04194/017, November 1994 

This report proVIdes a comprehensIve overVIew of the selectIOn and IdentIficatIOn of potentIal 
demonstratIOn project SItes, and the subsequent field surveys to these SItes to ascertaIn the 
VIabIlIty of speCIfic demonstratIOn projects FollOWIng a detaIled selectIon process and 
methodology, the PURSE TIm Tekrus authonzed PURSE to contInue to InvestIgate four 
potentIal demonstratIOn projects In the water/wastewater sectors (Medan, Lhokseumawe, 
Surabaya, Bahkpapan) and four m the sohd waste sector (Medan, Tangerang, UJung Pandang, 
Mataram) After a presentatIOn by PURSE at the MAKSI conference In Solo In July 1994, 
PURSE adVIsors, together WIth Government counterparts VISIted each of these potentIal project 
sItes to meet WIth local authOrItIes and to evaluate JOIntly the IndIVIdual projects ThIs 
document prOVIdes a summary ot the projects, the Issues each presents to the PURSE project, 
and the conclUSIOn of the group as to the ments of the project, and recommendatIOn as to 
whether the project should be pursued as a PURSE demonstratIOn project at thIs tIme Project 
selectIOn cntena and ratIng sheets are mcluded as annexes to thIs report 
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18 Water TarIff PolIcy In IndonesIa 
PURSE Report No 101 05 1/94/018, November 1994 

Tlus study focuses on the Government polICies followed by local water authontles (PDAMs) 
to establIsh water tariffs Its purpose IS to clarify the process through WhICh tanffs are set, m 
the hopes of reducmg uncertamty about tanffs and operatIng revenues to faCIlitate pnvate 
sector mvestment mterest m water projects m IndoneSia The report exammes the rate settmg 
process, mcludmg the use of "harga pokok" to ensure SOCial eqUIty In water pncmg It 
prOVIdes a pncmg polIcy case study, usmg the avaIlable data of a smgle PDAM to understand 
how Government polIcy IS actually Implemented Fmally, the report offers a senes of 
conclusIOns and recommended on broad and speCIfic tarIff polIcy Issues for both the 
Government and PURSE conSIderatIOns 

19 FInanCIal AnalYSIS Model (Prehnnnary Report) 
PURSE Report No 10201 1194/019, November 1994 

The purpose of thIS document IS to assIst the PURSE project and the management of local 
water authontles (PDAMs) ascertam the fmancial condItIOn of the PDAMs, and to determme 
the prelImInary finanCIal feaSIbIlIty of potentIal demonstratIOn projects from the perspeCtive 
of both Government and potentIal mvestors The model, wluch wIll conform to current 
Departemen Dalam Negen accountmg standards, conSIsts of three mterrelated modules 
finanCial results module, tarIffs module, and project pre-feasibIlIty module The report 
dIscusses the prelImmary InformatIOn outputs of each module, and therr presentatIOn formats 

20 SolId Waste Management RegulatIOn (Draft) 
PURSE Report No 101 022/951020, January 1995 

Prepared for MInIstry of PublIc Works, tlus document proposes regulatIOns for the collectIOn, 
transportatIOn, processmg, and dIsposal of solId wastes It IS presented accordmg to the 
format for Government regulatIOns, and contams nIne chapters These chapters mclude 
General PrOVISIOn, Goals and ObJectIves, RIghts, ResponSIbIlItIes and AuthontIes, 
ReqUIrements to Plan for SolId Waste Management, CollectIOn and HandlIng of SolId Waste, 
FacIlIty PermIt ProvlSlons, LocatIOn Standards for FaCIlItIes, DeSIgn Standards and TransItIon 
ProvlSlons 

21 MonItOrIng and EvaluatIOn IndIcators 
PURSE Report No ID 1085/95/021, January 1995 

ThIs document proposes means by WhICh the Government, and USAID, mIght measure 
progress ill mvolvillg the pnvate sector m the prOVISIOn of urban Infrastructure serVIces It 
IdentIfies quantIfiable measures, based on eXlstmg data and information Among the IndIcators 
for capItal IntenSIve projects IS the amount of realIzed mvestment, and the value of serVIces 
prOVIded or the phYSIcal capaCIty prOVIded per year Contextual IndIcators would mclude the 
percent of urban populatIOn served by the Infrastructure The report dIscusses the value of 
each type of measure, and suggests ways In wluch the relevant InformatIOn could be collected 

G IDOCSIBIBLI RPT 6 September 15 1997 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

22 Annual Progess Report - 1994 
Quarterly Progress Report No 5 October 1 - December 31, 1994 
PURSE Report No 105 00/95/022, February 1995 

ThIS document serves as both PURSE's annual report for the calendar year 1994, and the 
Quarterly Progress Report for the fourth quarter of the year The report summarizes the status 
of PURSE actIvIties to date by project component, and mcludes activItIes projected for the next 
quarter as well It reVIews of all personnel actIOns taken dUrIng the year, and contams a 
summary of short-term techmcal aSSIstance It also IdentIfies specIfic Issues and opporturutIes 
facmg PURSE, IncludIng the need for addItIOnal local professIOnal and support staff, as well 
as office space and faCIlItIes, to effectIvely carry out the Project's activIties Annexes Include 
a report on the project's financIal status, and a synopSIS of PURSE publIcatIOns to date 

23 Quarterly Progress Report No 6 January 1 - March 31, 1995 
PURSE Report No 105 05 00/95/023, Apnl 1995 

The Quarterly Progress Report summarIZes project actIvIties dUrIng the reportmg penod, and 
projects ImplementatIOn actIvIties for the succeedIng quarter HIghlIghts of the quarter 
mclude work begun on the analysIs of eXlstmg laws and regulatIOns, bemg carrIed out by 
PURSE subcontractor SSEK, contmued development and refinement of the Project Life Cycle, 
acceptance by an mter-mInIsterIal commIttee of draft solId waste regulatIOns, pre-feasIbIlIty 
work completed for a solId waste management project In Mataram, contInuIng finanCial pre
feasibillty and consultmg to the PDAMs In Medan and Tangerang for bulk water supply 
proJects, and the completIOn of an mvestment and marketmg data management system 

24 FInanCIal AnalYSIS Model. User's Manual for PDAMs 
PURSE Report No 10201 1/95/024, May 1995 

ThIs manual IS a comparuon document to the Fmancial AnalYSIS Model PrelImmary Report, 
(Report No 102 01 1194/019), and serves as an operatmg manual for users of the Model 
The User's Manual contaInS descnptIOns of each of the twenty-two spreadsheet formats for 
summary tables and supportmg tables The Model WIll permIt users to evaluate the finanCial 
condItIOn of PDAMs, and assess the fmancial feaSIbIlIty of potential projects from government 
and pnvate Investor perspectives 

25 Database for MarketIng and Investment Resources 
PURSE Project Report No 204 10/95/025, May 1995 

ThIS database IS deSIgned to Inventory comparues, aSSOCiatIons and other orgaruzatlOns, that 
are potentlal partlCIpants In PublIc Pnvate PartnershIp mfrastructure projects In IndoneSIa 
Includmg both foreIgn and domestIC firms, the database wIll orgaruze and mamtam InfOrmatIOn 
on potentIal Investors, bUllders or operators of projects, and on the projects themselves ThIs 
document mtroduces the purpose, orgaruzatIOn and content of the database, and serves as a 
user's manual for ItS operatIon The 1,250 entnes lIsted at the time of pubhcatlOn IS mcluded 
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26 SolId Waste CollectIOn Pre-FeasIbIlIty Study CIty of Mataram 
PURSE Report No 204 2B/951026, March 1995 

The CIty of Mataram, on Lombok, IS one of the ongmal PURSE demonstratlOn project CItIes 
In undertakmg to pnvatize the solId waste management serVIces m several areas of the CIty, 
and to extend servIce mto more mformal areas, Mataram requested aSSIstance from PURSE 
to evaluate Its current solId waste collectlOn system, and, If Justified, develop a system for the 
contractmg out of a portlOn of these servIces to the pnvate sector The pre-feasIbIhty study 
also provIdes recommendatlOns regardmg methods to Improve the delIvery of expanded solId 
waste serVIces that WIll contmue to be performed by the CIty 

27 IdentIfikaSI Wdayah Pelayanan Penanganan Sampah Kota Mataram 
(Idenbficatlon of ServIce Area for SolId Waste Management m Mataram CIty) 
PURSE Report No 204 2B/951027, May 1995 

As a part of the SolId Waste CollectIon Pre-FeaSIbIlIty Study (see report synopSIS number 26 
above), PURSE adVIsers asSIsted the CIty of Mataram m further defmmg the geographIcal area 
of the CIty to be served by the pnvate sector solId waste management contractor and that part 
by the Dmas KebersIhan As thIs IS a technIcal document of benefit only to the CIty offiCIals, 
It has been produced only In Bahasa IndoneSIa 

28 The HIstory of FInanCIng Infrastructure In AmerIca PractIcal ImplIcatIOns 
for IndonesIa 
PURSE Report No I A 1 09 11951028, July 1995 

ThIS paper examInes the expenence m the Uruted States of financmg Infrastructure 
development, partIcularly the canal and transcontInental raIlway systems, usmg bonds It 
looks at the ImplIcatlOns of government guarantees on the success of projects, and draws 
mearnngful parallels WIth many Issues currently faced by the Government of IndoneSia m 
lookmg to the pnvate sector to augment the finanCIng of mfrastructure 

29 Quarterly Progress Report No 7 AprIl 1 - June 30, 1995 
PURSE Report No 105 00/95/029, July 1995 

The Seventh PURSE Quarterly Progress Report summarIzes project actIVItIes dunng the 
reportmg penod, and project ImplementatlOn actiVItIes for the follOWIng quarter HIghlIghts 
of the quarter's actIVItIes mclude meetmgs of the PURSE SteerIng COITllmttee and TIm 
Tekms, dissemmatIOn of a workmg draft and presentatIOn of the Project LIfe Cycle, 
preparatIOn of a pre-feaSIbIlIty study for the Dmas Kebersihan Mataram, IdentIficatIOn of a 
second cohort of 10 potentIal demonstratlOn project CItIes, preparatIOn and presentatIon by 
SSEK of a workmg draft of the AnalYSIS of OmisslOns and Constramts m the Legal 
Framework, and, selectIon and negotiatlOn of two subcontracts WIth local consultmg firms 
The report also summanzes trallllng actIVIties and the utIhzatlOn fo short-term techrucal 
aSSIstance 
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30 FmancIng EnVIronmental Infrastructure -- IdentIficatIOn and AnalYSIS 
CredIt Support and Fmanclal Guarantee OptIOns 
PURSE Report No I A I 09 3/95/030, July 1995 

Tills paper presents an overVIew of project nsk Issues and the role and types of credIt support 
from the Government of IndonesIa that may be reqUIred by lenders to finance Infrastructure 
projects RISk allocatIOn between the publIc and pnvate sectors IS dIscussed, and examples 
of rIsk and credIt support conSIderatIOns, such as those faced m the Umbalan Spnngs water 
supply project, are revIewed The paper concludes wIth a synopSIS of the major nsk concerns 
to both publIc and pnvate sectors, and mtroduces the rIsk management study proposed by 
PURSE for the latter part of 1995 

31 Quarterly Progress Report No 8 July 1 - September 30, 1995 
PURSE Report No 105 00/95/031, October 1995 

ThIS Progress Report summanzes actIVIties durmg the three month reportmg penod 
Sigruficant accomplIshments Included, among others the completIOn of a draft report on the 
AnalYSIS of ConstraInts, DefiCIenCIes and OmISSIOns In the legal framework pertalrung to 
pnvate mfrastructure Investment, the 1illtIatIon of the nsk management system study, papers 
subIllltted on mfrastructure financmg and credxt support mecharusms, feaSIbIlIty study terms 
of reference for the water project In Tangerang, on-gomg techncIaI aSSIstance to prIVatIzatIOn 
efforts WIth the Jakarta water utIlIty, Pam J aya, aSSIstance to the management serVIces 
contract for solId waste In Mataram, and, several overseas and m-country tralrung programs 
for both central and local level offiCIals 

32 AnalYSIS of Legal and Regulatory ConstraInts, DefiCIenCIes and 
OmISSIOns In IndoneSIa RegardIng PPP & PSP Projects In Water 
Supply, Waste Water and SolId Waste Urban Infrastructure 
PURSE Report No I C 1 02 1 2/95/032, December 1995 

Prepared by PURSE subcontractor legal consultants, SoewIto, Suhardiman, Eddymurthy & 
Kardono (SSEK), thIs report represents an analYSIS based on the NarratIve DescnptIOn of the 
legal framework. affectIng prIvate partICIpatIOn In the PURSE technIcal sectors (see PURSE 
report 017) The AnalYSIS Identifies ten prIonty areas WhICh Government should address to 
Improve the legal and regulatory enVIronment for PPP proJects, and recommends five speCIfic 
actIOns to be taken to address those of partIcular concern These mclude the preparatIon and 
adoptIOn of clear protocols and procedures for project approvals and ImplementatIOn, 
clarIficatIOn of applIcable tax treatment for PPPs, mcludmg VAT, Import duties and 
withholdmg taxes on offshore payments, the draftmg of a PPP law or regulatIOn to clear up 
ambigultles, Issumg Implementmg gUIdelInes for Mlillstry of PublIc Works RegulatIOn 49 of 
1990 toward the development of a fully mtegrated Water Users RIghts System, and, reVIew 
by the MIll1Stry of Fmance of restnctIOns affectmg financmg of PPP projects, and those related 
to approvals and fundIng for offshore finanCIng and foreIgn mvested projects 
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33 Annual Progress Report 1995, and Quarterly Progress Report No.9 
October 1 - December 31, 1995 
PURSE Report No 105 00/96/033, January 1996 

Thls report summanzes the project actlvities for the calendar year 1995, and provIdes more 
specIfic detrul for the last quarter PURSE wItnessed expanded actIVIty dunng the year, as 
Govenrment mterest and support for pubhc-pnvate mfrastructure projects mcreased Of 
partIcular SIgnIficance, PURSE became actIvely mvolved WIth the pnvatizatlOn of the Jakarta 
water system (PAM Jaya) and, together WIth Government, IdentIfied a second cohort of 
potentIal demonstratlOn projects to be exammed Among other Important project actIVItIes 
PURSE concluded an m-depth reVlSlon of the Project's traInIng program, completed the 
analYSIS of the eXIstmg legal framework for PPP projects, and InItiated a nsk management 
study Also, USAID sponsored a mId-term evaluatlOn of the PURSE Project by an 
mdependent contractor TheIr results supported many of the on-gomg Project InItIatIves and 
offered constructIve recommendatIOns to strengthen PURSE technIcal aSSIstance and trrunIng 
efforts 

34 ThIrd Work Plan January 1996 - June 1997 
PURSE Report No 10600/96/034, March 1996 

The PURSE ThIrd Work Plan IS based on a number of the mId-term evaluatlOn 
recommendatIOns and charts Project actiVItIes for an 18 month penod The Work Plan shIfts 
ImplementatlOn emphaSIS form the central to local levels, and detalls a strategy for better 
mtegratmg the three ongmal Project Components, m partIcular to make work WIth the 
demonstratlOn projects and traInIng more mutually supportIve As an example, a 
comprehenSIve m-country trammg program IS bemg developed for local government/enterpnse 
OffiCIalS, and wIll be InItially focused on PURSE demonstratIon projects The Work Plan also 
lays out a system for the more pro-actIve management of demonstratlOn proJects, and, by 
emphasIzmg a focus on fewer and more cntIcal actIVItIes, seeks to optunIze the use of project 
resources 

35 Quarterly Progress Report No 10· January 1, - March 31, 1996 
PURSE Report No 105 00/9/035, Apnl1996 

AccomplIshments dunng the penod mclude the approval of the Project LIfe Cycle by the 
PURSE TIm Tekrus, the IdentIficatIOn and InItIatlOn of new demonstratlOn projects III Palu, 
Semarang, Bahkpapan, and Cirebon, and the completlOn of the PURSE Thtrd Work Plan 
ACtIVIty dUrIng the quarter contmued on the development of the nsk management system, and 
on the development of the curncula and matenals for the PURSE ill-COuntry trammg program 
The presentatIon format for the report tIes Project actIVItIes to the goals and ObjectIves of the 
Urban Pohcy ActlOn Plan (UPAP) developed by BAPPENAS and supported by USAID 
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36 Quarterly Performance Report No 11 AprIl 1, - June 30, 1996 
PURSE Report No 105 00/9/036, August 1996 

HIghlIghts durmg the reportIng penod Include the completlOn of the translatlOn of the Project 
LIfe Cycle Into Bahasa Indonesia, as well as numerous meetmgs WIth Government counterparts 
to "legalIze" the document A presentatlOn of the draft Risk Management System and 
handbook was gIven to the Government by Chase Manhattan Bank Work contmued on the 
development of the m-country traInIng program and materIals A team of local traInmg 
experts was engaged to carry out thIS actIVIty On-goIng consultIng serVIces were prOVIded 
to PURSE demonstratlOn projects, WIth field VISItS to Semarang, Palu, Bahkpapan, as well as 
WIth PAM Jaya PURSE aSSIsted the PDAM BalIkpapan WIth the preparatlOn of a letter of 
Intent to a pnvate party to Irutlate the development of a pre-feasIbIlIty study 

37-41 TechnIcal Issues Papers 
PURSE Report Nos 12 1 C\96\037-041 (TIP1-5), August 1996 

Tlus SIngle volume contaInS the first five of what PURSE Intends to be an on-goIng senes of 
diSCUSSIons of techrucal Issues related to publIc-pnvate partnerslup Infrastructure development 
m IndoneSIa These five papers cover such tOPICS as Rzsk, Non-Revenue Water, Establlshzng 
Technzcal Targets, Sellzng Raw Water Between Companzes, and, Transfer of Treated Water 
The papers are avaIlable In both EnglIsh and Bahasa IndoneSia 

42 Quarterly Performance Report No. 12 July 1, - September 30, 1996 
PURSE Report No 105 00/9/042, December 1996 

The report lughhghts Project actIVItIes and accomplIshments durmg the three-month reportmg 
penod The MiruStry of Home Affairs Issued a mIDlstenal decree (number 22 of 1996) based 
on the PURSE Project LIfe Cycle for water projects The decree proVIdes gUIdance to local 
government and local enterpnse offiCials In developIng water projects WIth prIvate sector 
mvestors PURSE sponsored a lugh level nsk management semmar on August 26 wluch 
culmmated the work In developIng a nsk management system for PPP water projects In 
IndoneSIa by PURSE subcontractor Chase Manhattan Bank PURSE also conducted a trammg
of-tramers (TOT) program WIth Government offiCIals as part of the Project's m-country 
trammg program The Project prOVIded comments and recommended changes to a draft of the 
PreSIdential Decree for PublIc-Pnvate Partnerslups beIng prepared by Bappenas Work was 
begun m the development of a system to IdentIfy key morutonng mdicators to track 
Government progress In developIng PPP Infrustructure projects The IndIcators WIll contrIbute 
to the Government's Urban Pohcy ActIOn Plan (UPAP) report due out III the first quarter 
1997 

43 Annual Progress Report 1996 & Quarterly Performance Report 
No 13 October 1, - December 31, 1996 
PURSE Report No 10500/96/043, January 1997 

The report summarIzes activies throughout the calendar year, and the fourth quarter of 1996 
Among the more noteworthy events were the SIgnmg m July of a mIlllstenalinstructIOn, based 
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on the PURSE Project LIfe Cycle, by the MIllIster of Home AffaIrs WhICh provIdes gUIdance 
to local governments/enterpnses In the development of PPP water projects PURSE held a 
hIghly successful RISk Management Semmar In August, which culmInated the work by 
subcontractor Chase Manhattan Bank In developIng a nsk management system and handbook 
The first of the ProJect's m-country trammg-of-traIners programs was also held In August, 
followed by the first two pIlot traInmg programs for local level offiCIals In November The 
Government has also ImtIated the preparatIOn of a PPP PresIdentIal Decree, and has begun 
formulatIng a PPP Center The report also contaInS a synopsIs of the status of the PURSE 
demonstratIon projects currently underway Included as well IS a frank dIscussIOn of the 
Important Issues and the major constraInts ImpedIng the successful conclUSIOn of PPP projects 
In the water supply sector These Include 

o 
o 
o 
o 
o 

a lack of competItIon and transparency In the procurement and negotIatIOn process 
lack of due dillgence In InvestIgatIng projects and pre-quallfymg prIvate partIes 
polltlcal Interference 
faIlure to propose bankable projects 
the delays In mstitutIOnahzmg systems and procedures for Implementmg publIc-prIvate 
partnership projects 

44 Quarterly Performance Report No 14 January 1, - March 31, 1996 
PURSE Report No 10500/97/044, June 1997 

Important actIVItIes and accomplIshments durmg the reportmg perIod Include completIOn of 
the reVIsed FInanCIal AnalYSIS Model and User's Manual, completIOn of the BOT and 
ConceSSIon model contracts by PURSE subcontractor White & Case for mcorporatlon Into the 
Project LIfe Cycle, the addItIOn of resources to PURSE III the form of four adVIsors fielded 
through an Indefirute QuantIty Contract (IQc) to pursue addItIonal demonstratIOn projects, the 
process of selectmg a third cohort of demonstratIOn project CIty candIdates was begun and 
evaluatIon VISItS were ImtIated CItieS selected mc1ude Surabaya, SidoarJo, Bandar Lampung, 
Padang, Surakarta, Manado, and Pontianak, completIOn of the translatIOn and reVIew of Risk 
Management Handbook, and dISSemInatIOn of draft to TIm KerJa for reVIew and comment, 
and, In-depth techrucal aSSIstance to project negOtIatIOns In Medan was carned out for a PPP 
water supply project proposed by Lyonnarse des Eaux Dumez Excellent cooperatIOn among 
all partIes has heIghtened the probabIlIty of a successful closure 

45 InceptIOn Report for the EnVIronmental and Urban Program Support 
Indeflmte QuantIty Contract 
PURSE Report No IQC-DP/97/01 June 1997 

In February 1997 US AID IndoneSIa and the PURSE Project InstItutIOnal contractor, 
Chemorucs InternatIOnal, SIgned an Indefirnte QuantIty Contract (IQC) to prOVIde addItIOnal 
resources from avaIlable PURSE program funds to aSSIst m the area of demonstratIOn projects 
ThIS document represents the mception report for the PURSE IQC Team The Team spent 
the first several weeks of the IQC contract perIod conductmg an In-depth reVIew, on behalf 
of PDAM Tmanadl Medan, of a proposed publIc prIvate partnership BOT project m Medan 
PURSE studIed demand proJects, constructIOn costs, and techrucal and finanCIal data A report 
was Issued to the PDAM on June 30, 1997 On May 26, 1997 a contract was SIgned between 
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the PDAM and the pnvate mvestor for $85 mtlhon water treatement facIlIty In addItIOn, the 
PURSE IQC Team VIsIted several other cItIes to evaluate theIr potentIal as PURSE 
demonstratIOn projects In addItion to Medan and Surabaya (where PURSE had also been 
workmg earlIer), the Team concluded that the cIties of Padang and PontIank were the most 
VIable candIdates for PPP projects ThIs report detaIls the findmgs m each CIty, the evaluation 
cntena used, and the recommendatIOns of the PURSE IQC Team for further partIcIpatIOn 

46 Fourth Work Plan July 1997 - September 1998 
PURSE Report No 10600/97/46 July 1997 

Tills document represents the final Work Plan for the techmcal aSSIstance program for the 
PURSE Project The Work Plan actIvIties proposed contmue the emphasIs of focusmg Project 
resources on aChIeVIng successful closure of PPP demonstratIOn projects, and on delIverIng 
trammg to the local level In addItIOn, PURSE plans to conclude and mstitutIOnahze a number 
of actIVItIes and products, IncludIng the Project LIfe Cycle, RISk Management System, 
FmancIaI AnalYSIS Model, and the In-country PPP trammg program 

47 PrOject LIfe Cycle -- OperatIOns Manual 
PURSE Report No 3/12 1 E/97/047 July 1997 (m EnglIsh and Bahasa IndoneSIa) 

The Project LIfe Cycle (PLC) prOVIdes step-by-step gUidance to local government and PDAM 
offiCials, as well as to the pnvate sector for Implementmg a publIc-pnvate partnersillp 
mfrastructure project m the water sector The PLC was developed m close consultatIOn WIth 
centeral Government offiCials from Bappenas, and the Millstnes of Home AffaIrs, Fmance, 
and PublIc Works The PLC dIVIdes the PPP project process mto SIX mam phases, from 
Project IdentificatIOn through Transfer or RenegotiatIOn, and covers both the unsolICIted and 
mVItatIon (tender) methodologIes for selectmg a prIvate sector partner Usmg charts as well 
as text, the PLC presents a dIscussIOn of each asepct of the PPP project ImplementatIOn 
process, IdentIfies the documentatIOn reqUIred, and the approvals needed to proceed 

48 PrOject LIfe Cycle -- Model Documents 
PURSE Report No 3/12 1 E/97/048 July 1997 (m EnglIsh and Bahasa IndonesIa) 

A compamon to the OperatIOns Manual, the PLC Model Documents serve as standards to 
aSSIst government OffiCIalS Involved m a PPP water sector project prepare theIr documentatIOn 
The Model Documents manual IS also dIVIded mto the SIX phases of a PPP project, WIth most 
documents presented In three stages, an Issues paper, WhICh dIscusses the purpose of the 
document, Issues It IS mtended to address, and concerns that the offiCIals should conSIder m 
ItS preparatIOn, an orgamzatIOnal outlIne of the document, and, the model document Itself 
In addItIOn to such documents as terms of reference for feaSIbIlIty studIes and model 
memorandum of understandIng, the Manual mcludes full model conceSSIOn and BOT contracts 
prepared by the law firm of WhIte & Case under subcontract to PURSE 
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49 Trip Report -- InvItatIonal Travel to MalaysIa 
PURSE Report No 106 12/971049 July 1997 

At the end of June 1997, PURSE orgamzed an InVltatIOn travel program for MalaySia for a 
group of semor Indonesian Government officials The goal of the program was to share 
lessons learned by both governments m developmg strategles and methodologles needed to 
successfully conclude PPP water sector deals Meetmgs Wlth Malaysmn govenrment offiCials, 
and slte VlSltS to PPP water supply facllItles were arranged In addItIOn, numerous meetmgs 
and presentatIOns were glven by pnvate sector entltles who are currently actlve m MalaySia 
and mterested m mvestmg In IndoneSIa 

50 Quarterly Performance Report No. 15 April 1- June 30, 1997 
PURSE Report No 105 00/97/050 July 1997 

Important actIVitIes and accomplIshments dunng the reportmg penod mclude the slgmng of 
three major PPP contracts m Jarkarta and Medan totallmg $1 3 bIllIon, a second Trammg 
of Tramers program was held held m Jakarta June 9-11 for 25 Central Government offiCials, 
the process ofVIsltmg and evaluatmg a thIrd cohort of demonstration project CIty candIdates 
was begun The InceptIOn Report for the IQC Team has recommended Medan, Surabaya, Padang 
and Pontianak as the Clties for PURSE aSSIstance, a draft Fourth Work Plan for the penod July 
1, 1997 through September 30, 1998 was submItted to USAID and the GOI The Work Plan 
focuses on achIevmg successful contract closures of demonstratIOn proJects, a successful 
mVItatIOnal travel program trIp to MalaYSIa was organIzed and conducted by PURSE from 
June 22 - 27, 1997 Some 20 Government and PDAM offiCIals took part The group met With 
numerous MalaYSIan government and pnvate sector offiCIals m a fruItful change of VIews and 
expenence on mfrastructure pnvatizatIOn 

51 Quarterly Performance Report No 16 Julyl - September 30, 1997 
PURSE Report No 105 00/97/051 October 1997 

SIgmficant actIVItIes and accomplIshments dunng the reportmg penod mclude PDAM 
Semarang SIgned a BOT water treatment contract With PT Kendogo Moro for a value of 
approxImately $45 mIllIon, the contract has been approved by the Mmlstry of Home AffaIrs, 
the Fourth Work Plan was ratIfied the Steenng CommIttee m a meetmg held on July 25, 1997, 
the ThIrd and Fourth Pdot Trammg Programs weere held July 28 through August 5, and 
September 21-27,1997 respectIvely A total of some 70 Local Government and PDAM offiCIals 
from BekasI, Tangerang, Padang, Pontianak, Manado, Maros, Bandar Lampung, Bandung, 
Bantaeng, Cirebon, Denpasar, Manado, Pekan Baru, and Sural<arta, attended, consultmg 
servIces to Bekasl, Padang, Surabaya (Karang PIlang III), and Pontlanak, whIch IS pursumg 
a competitive tender, Contmued actlVe partlcipatlOn m the development of the new Government 
RegulatlOn for PPP, and accompanymg PreSIdentIal decrees (Keppreses) for the PPP coordmatmg 
body and procedures for lffiplementmg PPP, and PURSE-sponsored partICIpatIOn of hIgh-level 
Government offiCials at the Water Supply and Wastewater Treatment SummIt, part of the 
SIXth annual World Econoffilc Development Congress held pnor to the IMF IWorld Bank annual 
meetmg m Hong Kong 
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PURSE DEMONSTRATION PROJECT TECHNICAL REPORTS 
(these documents may not be avazlable for general dzssemznatwn) 

Medan - AnalYSIS of the Belumm Water Treatment BOT Proposal 
PURSE Report No IQC-TP/97/001 

In February 1997 the PURSE Project was requested by the Mlll1stry of Home AffaIrs (PUOD) 
to reVIew and comment on a feaslbIhty study prepared by a pnvate sector mvestor to bUild a 
BUIld-Own-Transfer (BOT) water treatment facIlIty for the CIty of Medan The PURSE 
analysIs and evaluatIOn of the three volume study focused on five specIfic areas Demand, 
Facility DesIgn, Cost, the FmancIaI CondItIon of the PDAM, and the Treated Water TarIff 
Structure In addItIOn to the Project's ngorous analysIs of the study, PURSE recommended 
Ideas for shared savmgs, nsk management, and credit enhancement 

2 Semarang - ReVIew of Contract Documents 

PURSE, together WIth local legal subcontractor SoewIto, SuhardIman, Eddymurthy & Kardono 
(SSEK), performed a comprehensIve reVIew of contract documents between the PDAM 
Kotamadya Semarang and a pnvate mvestor for a BOT water treatment project, PT Tirto 
Kendogo The mam emphasIs of the report IS on the legal documents, as finanCIal and 
techrucal documents were not made avaIlable to PURSE The report contams general and 
speCIfic comments on the varIOus contractual agreements concluded among the partIes, and 
presents a senes of recommendatIons for theIr conSIderatIon pnor to finalIzmg the PPP 
contract 

3 BekaSI - PrelInnnary ReVIew of PrIvate Sector PartICIpatIOn In 
Water Supply 

In June 1997 the PURSE Project was requested by the Mlillstry of Home AffaIrs (PUOD) to 
reVIew a feaSIbIlIty study and cooperatIOn agreement for an unsolIcIted PPP water supply 
project m Bekasl The project was bemg negotiated between the local government (Tmgkat 
II) Kabupaten Bekasl (as owner of the PDAM), and PT Annusa Tirta BekasI, a locally-lead 
pnvate sector company establIshed for the purposes of Implementmg thIs 25-year PPP 
conceSSIOn project The PURSE reVIew raIsed a number of questIOns concerrung the capabIlIty 
of the prIvate party to actually Implement the project PURSE concluded that more work 
needed to be done WIth respect to the feaSIbIlIty study, and that the cooperatIOn agreement 
lacked several Important elements, mcludmg a dIScussIon of condItIOns precedent, 
establIshment of performance standards, and defimng force majeur nsk, among others In the 
oplll1on of the PURSE Project, the partIes are not yet ready to proceed to concludIng a sound 
and mutually benefiCIal PPP contract agreement 
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Chemomcs InternatIonal, Inc 
1133 20th Street, NW SUite 600 
Washmgton, DC 20036 USA 
Tel (202) 955-3300 
Fax (202) 955-3400 

The PURSE Project Office 
Wlsma Kodel, 8th Floor 
n H R Rasuna Said, Kav B4 
Jakarta 12920 INDONESIA 
Tel (62-21) 522-1461 
Fax (62-21) 522-1460 
Ematl Chemomc@rad net Id 

In associatIOn wzth 

Resource Management InternatIOnal, Inc 
3100 Zmfandel Dnve, SUite 600 

Sacramento CA 95670 USA 

Sheladla AssocIates, Ine 
15825 Shady Grove Road, SUIte 100 

Rockvt1le, MD 20850 USA 

P T Resource Development Consultants 
Gedung Patra, 1st Floor 

Jl Jend Gatot Subroto No 32-34, Jakarta 12950 

THE PURSE PROJECT 

In December 1991 the U S and IndonesIan governments sIgned an agreement to encourage pnvate 
mvestment m the prOVIsIon of pubhc water supply, wastewater treatment and sohd waste 
management servIces m urban areas throughout the archIpelago In recogmzmg that ItS capacIty to 
finance the needed projects IS severly stramed, and that msufficient urban mfrastructure Will 
adversely affect pubhc health and welfare and mhlbit future economIC growth, the Government has 
been lookmg mcreasmgly to the pnvate sector to partICIpate m the prOVISIon of these essenhal 
servIces 

PURSE IS workmg With USAIDlIndonesIa's Office of Urban EnVIronmental Management and 
several agenCIes of the Government oflndonesia through a combmahon of technIcal assIstance and 
capaCIty bmldmg mterventlOns to 

• develop polIcy consensus and a legal framework that clanfies current rules and formulates 
new or revIsed regulatlOns pertammg to pnvate mvestment m all aspects of mUnICIpal 
mfrastructure development andlor prOVISIon of urban servIces, 

• demonstrate the techmcal and contractual feasIbIhty of vanous forms of Pubhc-Pnvate 
PartnershIps through demonstratIOn proJects, and 

• transfer knowledge and expertIse to pubhc sector officIals In relevant technIcal, finanCial 
and managenal aspects of enVIronmental mfrastructure 

For more mformatlOn on the PURSE Project, please contact Chemomcs InternatlOnal or the PURSE 
Project at the addresses hsted above 


