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February 1, 2000

M. A Anshari Ritonga
Director General of Budget
Directorate General of Budget
M nistry of Finance

Jakarta, Indonesia

Re: ASEM Trust Fund Grant for Inproving Fiscal Policy Analysis
Grant TF022661

Dear Sir:

| amwiting on behalf of the International Bank for Reconstruction and
Devel opnent (the Bank) to indicate the Bank’s agreenment, as administrator of grant
funds provided fromthe ASEM EU Asi an Financial Crisis Response Fund, to nake a grant
in an anpbunt not exceeding four hundred forty thousand United States Dol lars
($440,000) (the Grant) to the Republic of Indonesia (the Recipient).

The Grant is made in response to the Recipient’s request for financial
assi stance and for the purposes and on the terns and conditions set forth in the Annex
to this Letter Agreenment. The Recipient hereby confirns its request that the Bank
carry out the activities described in paragraph 1 of the Annex to this Letter
Agreenent, and represents that it is authorized to contract the Grant for the said
purposes and on the said terns and conditions.

Pl ease confirmyour agreenent with the foregoing, on behalf of the Recipient, by
signing, dating, and returning to us the enclosed copy of this Letter Agreenent. Upon
recei pt by the Bank of the copy of this Letter Agreenent countersigned by you, this
Letter Agreenent will becone effective as of the date of the countersignature.

Very truly yours,

| NTERNATI ONAL BANK FCR
RECONSTRUCTI ON AND DEVEL OPMENT

By /s/ NMark Baird
Country Director, |ndonesia
East Asia and Pacific Region

ACREED:

REPUBLI C OF | NDONESI A

By /s/ A Anshari Ritonga
Director Ceneral of Budget, Mnistry of Finance

Date: April 14, 2000
ANNEX
Pur poses, Terns and Conditions of the G ant
1. The purpose of the Grant is to assist the Recipient in inproving the tools

avail able for fiscal policy analysis. The activities (the Activities) for which the
Grant is given are as follows:

(a) provi sion of advisory services in the devel opnent of a nodel for budget
pr oj ection;
(b) provi sion of advisory services in the devel opment of a set of nodels for

fiscal policy analysis that anal yses the effects of fiscal policy on the econony;

(c) provi sion of advisory services in the devel opnent of a macroecononic
nodel that allows sinultaneous analysis of the effect of nacroeconom c and policy
vari abl es on the budget and the effect of the budget on the econony;



(d) provision of training to staff of the Recipient’s Mnistry of Finance on
the use of said nodels.

2. The Grant shall be used to finance consultants’ services required for the
Activities.
3. The Bank shall carry out the Activities on behalf of the Recipient. The

Reci pient shall cooperate with the Bank to the extent necessary to permt the Bank to
carry out the Activities pronmptly and effectively, and to evaluate the results of the
Activities. The Recipient shall indemify the Bank against any costs or liabilities
incurred by the Bank as a result of clains against the Bank in connection with the
Activities, except those resulting fromthe gross negligence or willful msconduct of
its staff or external consultants.

4, It is expected that the Activities will be conpleted by June 30, 2001. After
that date, the Bank may at any tine cancel the renmining bal ance of the Gant.

5. The engagenent and supervi sion of the consultants (the Consultants) required to
assist in the carrying out of the Activities shall be the responsibility solely of the
Bank and shall be done according to the Bank’s applicabl e procedures.

6. The Recipient shall be responsible for the paynent of any taxes levied by, or in
the territory of, the Recipient on the Consultants or any of the Consultants’

personnel (other than nationals or permanent residents thereof) in connection with the
Activities.

7. The Recipient may at any time request the Bank in witing to termnate the
Activities. Whether or not the Recipient has made such a request, the Bank may at any
tinme suspend or, after consultation with the Recipient, terminate the right of the
Recipient to receive Grant funds for the Activities if any of the follow ng events has
occurred and is continuing: (a) the Recipient has failed to performany of its
obligations under this Letter Agreenment; or (b) the right of the Recipient, or any
other entity to which the Bank has made a | oan with the guarantee of the Recipient, to
make withdrawal s under any | oan agreenent with the Bank or any devel opnent credit
agreenent with the International Devel opnent Association shall have been suspended.

8. The Bank is not an agent of, or trustee for, the Recipient and shall not have
any fiduciary relationship with the Recipient. The Recipient shall have no right to
any portion of the Grant that is not expended by the Bank pursuant to this Agreenent.

9. The Bank shall not be obligated to expend funds under the Grant except to the
extent the Bank shall have received funds in the ASEM EU Asian Financial Crisis
Response Fund from donors for this purpose.



