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1. In accordance with the Terms of Reference dated March 19, 1969, 
the mission visited Djakarta March 29 - April 17. A distribution expansion 
program for a two year period, with a foreign exchange cost of US$15 million 
equivalent excluding interest during construction was prepared; this would 
be the amount of the proposed IDA credit and is in keeping with the target 
previously discussed in the Bank. The expansion of the distribution system 
in Djakarta is urgent and fully justified. The project would represent a 
two year portion of a five year program aimed at expanding the distribution 
system to enable it to supply the large repressed demand and future growth 
under acceptable service conditions. 

2. The Government owned power company, Perusahaan Listric Negara 
(PLN), responsible for public power facilities throughout Indonesia, is in 
a disorganized state and needs assistance in management, financial and 
operating techniques to the fullest extent. The amount of US$15 million 
therefore includes US$1.4 million to finance a resident consulting management, 
financial and technical team for about two years. An additional $600,000 is 
included for engineering services for the project. The Ministry of Public 
Works and Power, PLN and the Bank resident mission agree with the necessity 
for the consulting services which would not conflict with, or duplicate those 
now being undertaken by a Japanese team. 

3. The management consulting services would be planned to advise and 
assist PLN management in the operation of the utility, to establish the use 
of modern methods in the financial operations, system of accounts, and 
billing and collections, to advise on tariffs, to institute modern inventory 
and purchasing systems, to develop operations and system planning techniques, 
to prepare system wide standards for operation, maintenance and design, and 
to organize the training of staff in the departments and~ istricts. It 
would be of great importance to obtain a suitable firm. Given the Indonesians' 
lack of knowledge of consultants, their selection should involve the Bank 
along the lines of paragraphs 8/9, Office of Director, Projects Department, 
Memorandum No. 24, March 1969. The Indonesians were advised that the ·Bank 
would assist in preparing the terms of reference and that the selection of 
a firm could be considered during the credit negotiations. f1 

4. Financial statements and accounts are in a very bad state, are 
several years behind, and do not convey meaningful information. As there is 
no list of assets, it will be essential to organize an evaluation of assets 
to establish a balance sheet and for use as a rate base and the determination 
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of depreciation charges. The evaluation of assets, with which the consul
tants could assist, would have to be done in the context of legislation, 
which the Government is considering, providing for the legal revaluation of 
assets throughout industry. 

5. For some years PLN has been operating at a loss which has been 
financed by the Government. While tariffs at present are reasonable in terms 
of real values, past losses of the PLN have largely been due to the diffi
culties of keeping tariffs at an appropriate level vis-a-vis inflation. 

6. One of the serious problems is the relationship between PLN and 
the Government. The latter, through the Directorate General of the Ministry 
of Public Works and Power keeps a very tight control over PLN and the 
Directorate General exercises the function of the normal utility management 
to a large eztent. The Government considers that in the case of state 
01,med companies it is necessary for it to plan and control their e11..--pansion 
to ensure that financial and other objectives of the Government are met. 
The Government policy is to arrange finance, itself, for major PLN expansions. 
The concept of a reasonably autonomous state owned electric utility is alien 
to it. It will require considerable effort by the Bank and a change in out
look of the Indonesian Government, of which there is some indication, to get 
PLN on the road to becoming autonomous. The consultants would likely focus 
on this problem and their views and recommendations should be of assistance. 
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