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Dat ed August 30, 2001
GEF TRUST FUND GRANT NUMBER TF 029805 | ND
GLOBAL ENVI RONVENT FACI LI TY TRUST FUND GRANT AGREEMENT

ACGREEMENT, dated August 30, 2001, between REPUBLIC OF | NDONESI A (the Reci pient)
and | NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVELOPMENT (the Bank) acting as an
i npl ementi ng agency of the dobal Environment Facility (GEF) in respect of grant funds
provided to the GEF Trust Fund by certain nenbers of the Bank as participants of the
GEF.

WHEREAS (A) the Bank, pursuant to Resolution No. 91-5 of March 14, 1991 of the
Executive Directors of the Bank, established the GEF to assist in the protection of
the gl obal environnent and pronote thereby environmental |y sound and sustai nabl e
econom ¢ devel opnent;

(B) following the restructuring of the GEF, such arrangenents continued in
pl ace on the basis set forth in Resolution No. 94-2 of May 24, 1994, of the Executive
Directors of the Bank which, inter alia, established the GEF Trust Fund and appoi nted
the Bank as trustee of the GEF Trust Fund (Resolution No. 94-2);

(O the second repl eni shment of the CGEF Trust Fund was approved on the basis
set forth in Resolution No. 98-2 of July 14, 1998, of the Executive Directors of the
Bank (Resolution No. 98-2);

(D) the Bank has received a letter fromthe Recipient dated May 15, 2001,
descri bing a program desi gned to enhance the environnental quality, human health, and
econom ¢ productivity of the Recipient’s Provinces of Banten, DKI Jakarta and Jawa
Barat through the provision of assistance to |ocal governnments for the devel opment of
| ocal environnental agendas, pollution reduction, nethane generation reduction, and
i mproved muni ci pal services (the Progran) and declaring the Recipient’s commitnent to



t he execution of such program

(E) the Recipient, having satisfied itself as to the feasibility and priority
of the project described in Schedule 2 to this Agreenent (the Project), has requested
assi stance fromthe resources of the GEF Trust Fund for funding the Programthrough a
series of grants over a period of approximately ten years, to be utilized by the
Recipient in the inplementation of the Program and said request having been approved
in accordance with the provisions of the Instrunment for the Establishnment of the
Restructured d obal Environment Facility approved under Resolution 94-2, and to be
funded fromcontributions to the GEF Trust Fund under Resolution No. 98-2, which may
i nclude funds carried over fromthe first repleni shment of the GEF Trust Fund under
Resol uti on No. 94-2;

(F) the Recipient has al so requested the Bank to provide additional financing
towards the financing of the Project by an agreenent of even date herewi th between the
Reci pi ent and the Bank, the Bank is agreeing to provide such assistance in an
aggregate princi pal anmount equivalent to eleven mllion seven hundred thousand Dol lars
($11, 700, 000) (the Loan); and

(9 the Recipient has also requested the International Devel opnent
Associ ation (the Association) to provide additional financing towards the financing of
the Project by an agreenent of even date herew th between the Recipient and the
Associ ation, the Association is agreeing to provide such assistance in an aggregate
princi pal amount equivalent to four mllion six hundred thousand Special Draw ng
Ri ghts (SDR 4,600,000) (the Credit); and

WHEREAS t he Bank has agreed, on the basis, inter alia, of the foregoing, to
extend the GEF Trust Fund Grant to the Recipient upon the ternms and conditions set
forth in this Agreenent;

NOW THEREFORE, the parties hereto hereby agree as foll ows:
ARTI CLE |
General Conditions; Definitions

Section 1.01 (a) The followi ng provisions of the General Conditions Applicable
to Loan and Guarantee Agreenments for Single Currency Loans of the Bank, dated May 30,
1995, (as amended through Cctober 6, 1999) with the nodifications set forth in
par agraph (b) of this Section (the General Conditions) constitute an integral part of
this Agreenent:

(i) Article I;

(ii) Sections 2.01 (1), (2), (3), (4, (5, (6, (7), (8, (9, (10),
(14), (17) and (21), 2.02 and 2.03;

(iii) Section 3.01;
(iv) Sections 4.01 and 4. 06;
(v) Article V,

(vi) Sections 6.01, 6.02 (a), (c), (d), (e), (f), (i) and (k), 6.03,
6. 04 and 6. 06;

(vii) Section 8.01 (b);
(viii)Sections 9.01 (a) and (c), 9.04, 9.05, 9.06, 9.07, 9.08 and 9.09;
(ix) Sections 10.01, 10.03 and 10. 04;

(x) Article Xl; and



(xi) Sections 12.01 (c), 12.03 and 12. 04.
(b) The General Conditions shall be nodified as foll ows:

(i) a new paragraph shall be added to the end of Section 2.01 to read
as follows: "the term"Special Drawing R ghts" and the synbol

"SDR' nean special drawing rights as valued by the International
Monetary Fund in accordance with its Articles of Agreement”;

(ii) the term "Bank", wherever used in the CGeneral Conditions, other
than in Sections 2.01 (6) and 6.02 (f) thereof and the |ast use of
such termin Section 5.01 thereof, neans the Bank acting as an
i mpl ementi ng agency of the CGEF, except that in Section 6.02, the
term "Bank" shall also include the Bank acting in its own
capacity;

(iii) the term"Recipient", wherever used in the General Conditions,
nmeans the Reci pi ent;

(iv) the term "Loan Agreenent", wherever used in the General
Condi ti ons, neans this Agreenent;

(v) the term"Loan" and "l oan", wherever used in the General
Condi tions, neans the GEF Trust Fund Grant;

(vi) the term "Loan Account”, wherever used in the General Conditions,
neans the GEF Trust Fund Grant Account;

(vii) a new subparagraph is added after subparagraph (p) in Section 6.02
of the General Conditions, as follows: "an extraordi nary situation
shall have arisen in which any further disbursenent under the CEF

Trust Fund Grant woul d exceed the resources avail able for

di sbursenment fromthe GEF"; and

(viii)Paragraph (c) of Section 9.07 of the General Conditions is
nodified to read as foll ows:

"(c) Not | ater than six nonths before the Cosing Date or such |ater

date as may be agreed for this purpose between the Recipient and the Bank, the
Reci pi ent shall prepare and furnish to the Bank a report, of such scope and in such
detail as the Bank shall reasonably request, on the execution and initial
operation of the Project, its cost and the benefits derived and to be derived from
it, the performance by the Recipient and the Bank of their respective
obligations under the Grant Agreenment and the acconplishnent of the purposes
of the GEF Trust Fund G ant."

Section 1.02. Wierever used in this Agreenent, unless the context otherw se
requires, the several terns defined in the General Conditions and in the Recitals to
this Agreenent have the respective nmeanings therein set forth and the foll ow ng
addi tional terns have the foll ow ng neani ngs:

(a) "AVDAL" neans Analisis Mengenai Danpak Li ngkungan, the Recipient’'s
national procedures for the preparation of environnental inpact assessnent, including
mtigation and nonitoring measures established by Governnent Regul ation No. 27 of
1999, of the Recipient;

(b) "BAPPENAS" neans the Recipient’s National Devel opnent Pl anning Agency;

(c) "BAPEDA" means the Provincial Planning Agency in the Recipient’s
Parti ci pating Province of Jawa Barat;

(d) "BAPPEDA" nmeans the Provincial, Kabupaten and Kota Devel opnent Pl anni ng
Agency Iin the Recipient’s Participating Provinces of Banten and DKI Jakarta; and the
Kabupat en and Kota Devel opment Pl anning Agency in the Recipient’s Participating
Provi nce of Jawa Barat;



(e) "BAPEDAL" neans the Recipient’s National Environnental |npact Managenent
Agency;

(f) "BAPEDALDA" neans the Provincial Environmental |npact Managenment Agency;
(9) "Bupati" neans the chief executive of a Kabupaten;
(h) "Central Program Support Unit" neans the unit established in the

Recipient’s Directorate General of Urban and Rural Devel opment in the Mnistry of
Settlements and Regional Infrastructure to coordinate the inplenentation of the
Program

(i) "DPRD' means the provincial council of a Province and the |ocal council
of a Kabupaten and Kot a;

(j) "Environnmental Forunf nmeans a forum established by a Participating Local
Governnent consisting of a group of residents of a Kabupaten or Kota, interested in
| ocal environnental issues;

(k) "Fiscal Year" and "FY" nean the Recipient’s fiscal year commencing
January 1 and endi ng Decenber 31;

(1) "Grantee" means a person or an entity carrying out activities under Part
B.4 of the Project;

(m "Kabupat e" neans a district;
(n) "Kota" neans a municipality;
(o) "Land Acquisition and Resettl|lenent Guidelines" neans the framework issued

by a Participating Local Governnent describing procedural and institutional aspects
pertaining to land acquisition and the resettlenment, rehabilitation and conpensation
of Project Affected Persons under the Project, as such Quidelines may be amended from
time to time in agreement with the Bank;

"Local Program Support Unit" means the unit established in the BAPEDA or
BAPPEDA i n each participati ng Kabupaten and Kota to manage the Project conponents
carried out by such Kabupaten and Kot a;

(q) "Menor andum of Under st andi ngs" nmeans the nenorandum of under st andi ngs
entered into between the Recipient and each of the Participating Local Governnents;

(r) "Participating Local Government" neans a Kabupaten, Kota or a Province
whose DPRD has passed a resolution agreeing to its participation in the Project and
whose chi ef executive has entered into a Menorandum of Understandings with the
Recipient’s Mnistry of Settlements and Regional Infrastructure;

(s) "Participating Provinces" neans the Recipient’s provinces of Banten, DKl
Jakarta and Jawa Barat;

(t "Project Affected Persons" neans persons who, on account of the execution
of Part D of the Project, had or would have their: (i) standard of living adversely
affected; or (ii) right, title or interest in any house, land (including prem ses,
agricultural and grazing |and) or any other fixed or novabl e asset acquired or
possessed, tenporarily or permanently, adversely affected; or (iii) business,
occupation, work or place of residence or habitat adversely affected, and "Project
Affected Person" neans individually all those who qualify as Project Affected Persons;

(u) "Project Coordination and Review Comrittee" neans the committee
established to coordinate and annual |y review the Project on the basis of the reports
prepared by the Central Program Support Unit;

(v) "Project Managenent Manual " means the manual to assist the Central,
Provincial and Local Governments’ Project staff in the inplenentation of the Project
through the description of, inter alia, procurenent procedures (including the letter
on national conpetitive bidding procedures) and standard docunentation, reporting
requi renents, financial managenent procedures including audit procedures, the Project
Performance | ndicators, and environnental criteria applicable to Project and
Sub- proj ect design, as such Project Managenent Manual may be anended fromtine to tine
in agreement with the Bank;

(w) "Project Performance |ndicators"” nmeans those indicators designed to



nmeasure the Recipient’s performance i n achieving Project objectives as set forth in
Schedule 5 to this Agreenent;

(x "Provincial Program Support Unit" neans the unit established in the
BAPEDALDA of Jawa Barat and in the BAPPEDA of Banten and DKI Jakarta to nmanage the
Proj ect conponents carried out by such Participating Province

(y "Resettl enent Action Plan" neans a resettlenent and rehabilitation action
plan to be prepared by a Participating Local Governnent pursuant to the Land
Acqui sition and Resettl enent Cuidelines;

(z) "Rupi ah" and "Rp" nean the currency of the Recipient;

(aa) "Special Account" neans the account referred to in Section 2.02 (b) of
thi s Agreenent;

(bb) "State of the Environment Report" neans the annual report prepared by a
Participating Local CGovernment as required by BAPEDAL

(cc) "Sub-grant” neans a grant made avail abl e by the Recipient out of the
proceeds of the CEF Grant to a Grantee for purposes of Part B.4 of the Project;

(dd) " Sub-project” means a specific public environnental inprovenent
i nvestnent project under Part D of the Project;

(ee) "Subsi di ary Loan" neans a | oan nade or proposed to be namde by the
Recipient to a Participating Local Government under a Subsidiary Loan Agreenent for a
Sub- proj ect;

(ff) "Subsi di ary Loan Agreenent" and "SLA" nean the agreenent to be entered
into between the Recipient, represented by MOF, and a Participating Local Governnent,
as the sane may be anended fromtine to time, and such termincludes all schedules to
the Subsidiary Loan Agreenent; and "Subsidiary Loan Agreenents" and "SLAs" nean al
such Subsidiary Loan Agreenents;

(g99) "UKL/ UPL" means the environnental nanagenent and nonitoring plans
prepared by each Participating Local Government in accordance with the Recipient's
national guidelines for environnental assessnment and mitigation established by
Gover nnent Regul ation No. 27 of 1999 of the Recipient; and

(‘hh) "Wal i kota" neans the chief executive of a Kota
ARTI CLE |
The GEF Trust Fund G ant

Section 2.01. The Bank agrees to nake available to the Recipient, on the terns
and conditions set forth or referred to in this Agreement, the GEF Trust Fund Grant in
an anmount in various currencies equivalent to two mllion Special Drawing Rights
( SDR2, 000, 000) .

Section 2.02. (a) The anount of the GEF Trust Fund Grant may be w t hdrawn from
the GEF Trust Fund Grant Account in accordance with the provisions of Schedule 1 to
this Agreenent (i) for anmpunts paid (or, if the Bank shall so agree, to be paid) by
the Recipient on account of a Sub-grant under Part B.4 of the Project and in respect
of which the withdrawal fromthe Trust Fund is requested, and (ii) for expenditures
made (or, if the Bank shall so agree, to be nmade) in respect of the reasonabl e cost of
goods and services required for carrying out of Part B.3 and B.5 of the Project and to
be financed out of the proceeds of the GEF Trust Fund Grant.

(b) The Recipient may, for the purposes of Parts B.3, B.4 and B.5 of the
Project, open and maintain in dollars a special deposit account in Bank |Indonesia or
in a state commercial bank acceptable to the Bank, on terns and conditions
satisfactory to the Bank, including, in the case of a state comercial bank,
appropriate protection agai nst set-off, seizure and attachnent. Deposits into, and
paynents out of, the Special Account shall be nade in accordance with the provisions
of Schedule 6 to this Agreenent.

Section 2.03. The Cosing Date shall be June 30, 2005, or such later date as the
Bank shall establish. The Bank shall pronptly notify the Recipient of such |ater



dat e.
ARTICLE |11

Execution of the Project

Section 3.01. (a) The Recipient declares its commtnent to the objectives of the
Project as set forth in Schedule 2 to this Agreenent, and, to this end, shall carry
out the Project through the Directorate General of Urban and Rural Devel opnent of its
M nistry of Settlenents and Regional Infrastructure with due diligence and efficiency
and in confornmty with appropriate adm nistrative, engineering, environnental and
financial practices, and with due regard to ecol ogi cal and environnental factors, and
shal | provide, pronptly as needed, the funds, facilities, services and other resources
required for the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Recipient and the Bank shall otherw se agree, the Recipient shal
carry out the Project in accordance with the |nplenentation Programset forth in
Schedule 4 to this Agreenent.

Section 3.02. Except as the Bank shall otherw se agree, procurenent of the goods
and consultants’ services required for Parts B.3, B.4 and B.5 of the Project and to be
financed out of the proceeds of the GEF Trust Fund Grant shall be governed by the
provi sions of Schedule 3 to this Agreenent.

Section 3.03. For the purposes of Section 9.08 of the General Conditions and
without limtation thereto, the Recipient shall

(a) prepare, on the basis of guidelines acceptable to the Bank, and furnish
to the Bank not later than six nonths before the Cosing Date or such |later date as
may be agreed for this purpose between the Recipient and the Bank, a plan designed to
ensure the continued achi evenent of the objectives of the Project; and

(b) afford the Bank a reasonabl e opportunity to exchange views with the
Reci pient on said plan

ARTI CLE |V
Fi nanci al Conditions

Section 4.01. (a) The Recipient shall maintain or cause to be nmaintained records
and accounts adequate to reflect in accordance with sound accounting practices the
operations, resources and expenditures in respect of the Project of the departnments or
agenci es of the Recipient responsible for carrying out the Project or any part
t her eof .

(b) The Reci pi ent shall

(i) have the records and accounts referred to in paragraph (a) of this
Section including those for the Special Account for each fisca
year audited, in accordance with appropriate auditing principles
consistently applied, by independent auditors acceptable to the
Bank;

(ii) furnish to the Bank as soon as available, but in any case not
later than six nmonths after the end of each such year, the report

of such audit by said auditors, of such scope and in such detai

as the Bank shall have reasonably requested; and

(iii) furnish to the Bank such other information concerning said records
and accounts and the audit thereof as the Bank shall fromtine to
ti me reasonably request.

(c) For all expenditures with respect to which withdrawals fromthe GEF Trust
Fund Grant Account were made on the basis of statenments of expenditure, the Recipient



shal | :

(i) mai ntain or cause to be maintained, in accordance wi th paragraph
(a) of this Section, records and accounts reflecting such
expendi tures;

(ii) retain, until at |east one year after the Bank has received the
audit report for the fiscal year in which the |ast w thdrawal from
the GEF Trust Fund Grant Account was nade, all records (contracts,
orders, invoices, bills, receipts and other docunents) evidencing

such expendi t ures;

(iii) enable the Bank’s representatives to exanine such records; and

(iv) ensure that such records and accounts are included in the annua
audit referred to in paragraph (b) of this Section and that the
report of such audit contains a separate opinion by said auditors

as to whether the statenents of expenditure submitted during such

fiscal year, together with the procedures and internal controls
involved in their preparation, can be relied upon to support the
related w thdrawal s.

ARTI CLE V
Renedi es of the Bank

Section 5.01. Pursuant to Section 6.02 (k) of the General Conditions, the
followi ng additional events are specified

(a) (i) Subj ect to subparagraph (ii) of this paragraph

(A) the right of the Recipient to withdraw the proceeds of any
| oan nmade to the Recipient for the financing of the Project
shal | have been suspended, canceled or ternm nated in whole
or in part, pursuant to the ternms of the agreenent providing
therefore, or

(B) any such loan shall have becone due and payable prior to the
agreed maturity thereof.

(ii) Subparagraph (i) of this paragraph shall not apply if the
Reci pi ent establishes to the satisfaction of the Bank that:

(A) such suspension, cancellation, ternmination or prematuring is
not caused by the failure of the Recipient to performany of
its obligations under such agreenent; and

(B) adequate funds for the Project are available to the
Reci pi ent from other sources on terns and conditions
consistent with the obligations of the Recipient under this
Agr eenent ;

(b) an event shall have occurred which shall nmake it inprobable that the
Programor a significant part thereof will be carried out.

ARTI CLE VI
Ef f ecti veness; Term nation

Section 6.01. The following event is specified as a condition to the
ef fectiveness of the GEF Trust Fund Grant within the nmeaning of Section 12.01 (c) of
the General Conditions, nanmely that the Devel opnent Credit Agreement and the Loan
Agreenent have been executed and delivered and all conditions precedent to their
ef fectiveness, except only the effectiveness of this Agreenent, have been fulfilled

Section 6.02. The date ninety (90) days after the date of this Agreenment is



hereby specified for the purposes of Section 12.04 of the General Conditions.

Section 6.03. This Agreenent shall continue in effect until the GEF Trust Fund
Grant has been fully disbursed and the parties to this Agreenent have fulfilled their
obl i gati ons hereunder.

ARTI CLE VI |
Representative of the Recipient; Addresses

Section 7.01. The Mnister of Finance of the Recipient is designated as
representati ve of the Recipient for the purposes of Section 11.03 of the General
Condi ti ons.

Section 7.02. The foll owi ng addresses are specified for the purposes of Section
11. 01 of the General Conditions:

For the Recipient:

M nistry of Finance

c/o Directorate General of Budget
Jal an Lapangan Banteng Timur 2-4
P. O Box 1139

Jakarta 10710

| ndonesi a

Cabl e address: Tel ex: Facsim | e:
FI NM NI STRY 45799 DIMLN-1 A (21) 381 2859
Jakart a 44319 DEPKEU- | A

For the Bank:

I nternational Bank for
Reconstruction and Devel opnent

1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anerica

Cabl e address: Tel ex: Facsim | e:
| NTBAFRAD 248423 (MCl) or (202) 477-6391
Washi ngton, D.C 64145 (M)

IN WTNESS WHERECOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreenent to be signed in their respective nanes in
Jakarta, Republic of Indonesia, as of the day and year first above witten.

REPUBLI C OF | NDONESI A

By /s/ H E. DR Boediono
Aut hori zed Representative

| NTERNATI ONAL BANK FOR
RECONSTRUCTI ON AND DEVEL OPMENT
as an inplenenting agency of the dobal Environment Facility

By /s/ NMark Baird
Aut hori zed Representative



SCHEDULE 1
Wt hdrawal of the Proceeds of the GEF Trust Fund G ant

1. The table below sets forth the Categories of itens to be financed out of the
proceeds of the CGEF Trust Fund Grant, the allocation of the anbunts of the GEF Trust
Fund Grant to each Category and the percent age of expenditures for itens so to be
financed in each Category:

Amount of the

GEF Trust Fund G ant % of
Al |l ocated (Expressed Expendi t ures
Cat egory in SDR Equivalent) to be Financed
(1) Sub- grants under 1, 700, 000 100% of Sub- grant
Part B.4 of amount di sbursed
the Proj ect
(2) Consul t ant s’ 300, 000 100%
servi ces under
Part B.3 and B.5 of
the Project
TOTAL 2, 000, 000
2. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be

made in respect of (i) paynents nade for expenditures prior to the date of this
Agreement, and (ii) paynents made for expenditures under Category (2) until a program
acceptable to the Bank, has been established in accordance with Part B.3 of the

Proj ect .

3. The Bank nay require withdrawals fromthe GEF Trust Fund Grant Account to be
made on the basis of statements of expenditure for expenditures for: (i) Sub-grants,
(ii) contracts for the enployment of consulting firns valued at |ess than $100, 000
equi val ent each, and (iii) contracts for the enployment of individual consultants

val ued at | ess than $50,000 equival ent each, all under such ternms and conditions as
the Bank shall specify by notice to the Recipient.

4. I f the Bank shall have determined at any tine that any paynent nmade fromthe GEF
Trust Fund Grant Account was used for any expenditure not consistent with the
provi sions of this Agreenent, the Recipient shall, pronptly upon notice fromthe Bank,

refund to the Bank for deposit into the GEF Trust Fund Grant Account, an anount equal
to the anbunt so used or the portion thereof as specified by the Bank.

SCHEDULE 2
Description of the Project

The objective of the Project is to assist the Recipient in inplenenting the
Program by provi ding assistance to Participating Local Governments for the preparation
of local environmental agendas to reduce |ocal environmental degradation in the
Partici pating Local Governnents through inmproved infrastructure services and the
strengt hening of the overall managenent skills of Participating Local CGovernments.

The Project consists of the followi ng parts, subject to such nodifications
thereof as the Recipient and the Bank nay agree upon fromtine to tine to achi eve such
obj ecti ves:

Part A Overall Urban Environnental Managenent

1. Devel opnent of provincial and | ocal environnental strategies and nedium and
| ong-term environmental action plans for Participating Local Governnents.

2. Devel opnent of a strategic plan and a detailed action plan for the collection,
transportation and di sposal of nedical waste for Participating Local Governnents.

3. Strengt hening of the Central Program Support Unit, the Provincial Program



Support Units and the Local Program Support Units through the provision of staff
training and managenent and technical advisory services, and provision of training to
envi ronnent al groups.

4, Devel opnent and i npl enentation of an environnental awareness program for
Partici pating Local Governnents.

5. Carrying out of a review of the curriculumfor environnental education in the
school systemin the Participating Provinces, and inplenmentation of inmprovenments to
such curricul um

6. Preparati on of an enmergency response plan for large scale industries for Kota
Ci | egon and Kabupaten Serang.

7. Carrying out of a feasibility study and detailed engineering design for the
treatment of waste water discharges and i nprovenent of the oxidation pool in Kesenden
in Kota G rebon.

8. Carrying out of a study for the normalization and the devel opnent of the | akes
i n Kota Depok.

9. Preparation of a sanitation and sewerage schene to inprove the quality of the
Ci kapundung river in Kota Bandung

10. Carrying out of a feasibility study and detail ed engineering design for a
wast ewat er treatnent plant in Kota Tangerang

Part B: Solid Waste Managenent

1. Devel opnent of the organizational structure and establishnent of the proposed
Jabot abek and the Greater Bandung Waste Managenent Cor porati ons.

2. Preparation of feasibility studies for landfills and preparati on of waste
managenent plans, including environnental inpact assessnments and renedial plans for
Kota Cirebon and Kabupaten Serang.

3. Devel opnent of a conpost production and marketing system including design and
establ i shment of a programto foster good quality conpost production under Part B.4 of
the Project, and carrying out of a marketing plan and a consuner socialization plan
for use of conpost produced on a commercial scale.

4, Carrying out of a programto support the production of good quality compost by
conpost producers in the Participating Provinces, through the provision of Sub-grants
to producers.

5. Desi gn of guidelines for the comrercial production of compost in DKI Jakarta

6. Preparation of an assistance programfor waste-pickers at landfills and
collectors in cities, and devel opment of a comunity-based solid waste nmanagenent
program for waste reduct i on t hrough waste reduction, waste reuse and waste recycling
in the Participating Provinces.

Part C Community and Private Sector Participation

1. Preparation of an industrial waste, wastewater and effluents minim zation and
di sposal program including design of an incentives program and design of a credit
facility for small- and nediumscale industries to build waste treatnment or inprove
production efficiency to reduce pollution in the Participating Provinces.

2. Preparation of a program design and inplementation plan for a Community
Envi ronnment Facility to assist the comunity in devel oping activities and small
busi nesses which hel p reduce pollution and i nprove environnmental quality in the



Parti ci pating Provinces.

3. Preparation of a scheme to reduce waste fromsnall- and nedi umsize soybean cake
and tofu processing industries in DKI Jakarta.

4, Revi si on of the devel opnent plan for a wastewater treatnent plant in the Jakarta
I ndustrial Estate Pul ogadung to include wastewater from nei ghboring residential areas
of Pul ogadung, including preparation of an environmental inpact assessnent, detail ed
desi gn, managenent plans and financial plans

5. Carrying out of feasibility studies for centralized industrial wastewater
treatnent plants in Kabupaten Serang and Kota Tanger ang.

Part D I nvest ment Sub- projects

Carrying out of public environmental inprovenment investnent Sub-projects through
the provision of Subsidiary Loans to Participating Local Governnents.

* * *

The Project is expected to be conpleted by Decenber 31, 2004

SCHEDULE 3
Consul tants’ Services

Part A: Gener a

Consul tants’ services shall be procured in accordance with the provisions of the
Introduction and Section IV of the "Guidelines: Selection and Empl oynent of
Consul tants by World Bank Reci pi ents" published by the Bank in January 1997 and
revised in Septenber 1997 and January 1999 (the Consultant Cuidelines) and the
follow ng provisions of Section Il of this Schedule.

Part B: Quality- and Cost-based Sel ection

Except as otherwi se provided in Part C of this Section, consultants’ services
under Part B.3 and B.5 of the Project shall be procured under contracts awarded in
accordance with the provisions of Section Il of the Consultant Guidelines, paragraph 3
of Appendix 1 thereto, Appendix 2 thereto, and the provisions of paragraphs 3.13
through 3.18 thereof applicable to quality- and cost-based selection of consultants.

Part C O her Procedures for the Selection of Consultants
1. Qual i ty-based Sel ection

Services under Part B.5 of the Project may be procured under contracts awarded
in accordance with the provisions of paragraphs 3.1 through 3.4 of the Consultant
Gui del i nes

2. I ndi vi dual Consultants

Services for tasks that nmeet the requirenents set forth in paragraph 5.1 of the
Consul tant Cui deli nes may be procured under contracts awarded to individua
consultants in accordance with the provisions of paragraphs 5.1 through 5.3 of the
Consul tant Cui del i nes.

Part D: Revi ew by the Bank of the Selection of Consultants
1. Sel ection Pl anni ng

Prior to the issuance to consultants of any requests for proposals, the proposed



plan for the selection of consultants under the Project shall be furnished to the Bank
for its review and approval, in accordance with the provisions of paragraph 1 of
Appendi x 1 to the Consultant Cuidelines. Selection of all consultants’ services shall
be undertaken in accordance with such selection plan as shall have been approved by
the Bank, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract estimated to cost the equival ent of
$100, 000 or nore, and the first contract by each of the Participating Local Government
agencies, the procedures set forth in paragraphs 1, 2 (other than the third
subpar agraph of paragraph 2(a)) and 5 of Appendix 1 to the Consultant Guidelines shall

apply.

(b) Wth respect to each contract for the enploynent of individual
consultants estimated to cost the equival ent of $50,000 or nore, the qualifications,
experience, terms of reference and terns of enploynment of the consultants shall be
furnished to the Bank for its prior review and approval. The contract shall be
awarded only after the said approval shall have been given.

3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shall

apply.
SCHEDULE 4
I npl ement ati on Program

1. The Reci pient shall establish and, thereafter, maintain until conpletion of the
Project, a Central Program Support Unit, headed by the representative fromMnistry of
Settlenents and Regional Infrastructure, and including representatives from BAPEDAL
and the Participating Provinces.

2. The Reci pient shall establish and, thereafter naintain until conpletion of the
Proj ect, a Project Coordination and Review Conmittee, headed by the representative
from BAPPENAS, and including representatives fromthe Mnistry of Settlenents and
Regi onal Infrastructure, the Mnistry of Finance, BAPEDAL and the Participating

Provi nces.

3. The Reci pient shall establish and, thereafter, maintain until conpletion of the
Project, a Provincial Program Support Unit in each Participating Province, with
conpetent staff in adequate nunbers, who shall report directly to the Governor.

4. The Reci pient shall establish and, thereafter, maintain until conpletion of the
Project, a Local Program Support Unit in each Participating Kabupaten and Kota, wth
conpetent staff in adequate nunbers, who shall report directly to the Bupati and

Wl i kota, respectively.

5. The Reci pient shall:

(a) cause at |least four Participating Local Governments, as coordi nated by
the respective Participating Province, to prepare an annual State of the Environnent
Report, and furnish such report to the Central Program Support Unit and the Bank not
| ater than March 31 in each year, commencing not |ater than March 31, 2002, and cause
the remaining Participating Local Governnents, as coordinated by the respective
Participating Province, to prepare an annual State of the Environment Report, and
furni sh such report to the Central Program Support Unit and the Bank not |ater than
March 31 in each year, commencing not |ater than March 31, 2003, and

(b) cause each of such Reports to be evaluated by an independent team
acceptable to the Bank, by not later than July 31 in each year, commencing not |ater
than July 31, 2002.



6. The Reci pi ent shall cause each Participating Local Governnment which does not
have an Environnental Forumthat is part of an existing urban forum to establish, not
later than July 31, 2002, an Environnmental Forum

7. The Reci pi ent shall cause the Participating Local Governnents which operate
landfills to each select at least one landfill and establish for such landfill, by not
| ater than Decenber 31, 2003, a nei ghborhood advi sory conmrittee to advise the
Parti ci pating Local Gover nment on t he per f ormance of the agency responsible for such
landfill.

8. In carrying out Part B.3 of the Project, the Recipient shall furnish to the Bank
for its approval, the programto foster good quality conpost production under Part B.4
of the Project.

9. In carrying out Part B.4 of the Project the Recipient shall make Sub-grants in
accordance with the program agreed with the Bank under Part B.3 of the Project.

10. The Reci pi ent shall

(a) mai ntai n policies and procedures adequate to enable it to nmonitor and
eval uate on an ongoi ng basis, in accordance with the indicators set forth in Schedul e
5 to this Agreenment, the carrying out of the Project and the achi evenent of the
obj ectives thereof;

(b) prepare, under ternms of reference satisfactory to the Bank, and furnish
to the Bank, on or about July 31, 2003, a report integrating the results of the
nonitoring and eval uation activities perfornmed pursuant to paragraph (a) of this
Section, on the progress achieved in the carrying out of the Project during the period
preceding the date of said report and setting out the measures recommended to ensure
the efficient carrying out of the Project and the achi evement of the objectives
t hereof during the period follow ng such date; and

(c) review with the Bank, by Septenber 30, 2003, or such later date as the
Bank shall request, the report referred to in paragraph (b) of this Section, and,
thereafter, take all neasures required to ensure the efficient conpletion of the
Project and the achi evenent of the objectives thereof, based on the conclusions and
recomrendati ons of the said report and the Bank’s views on the matter.

SCHEDULE 5
Perf ormance | ndicators

1. At | east 50% of the Participating Local Governnents have net the follow ng
i ndicators by Project conpletion

(a) the Participating Local Governnent which operates landfills has sel ected
at least one landfill and established for such landfill a nei ghborhood advi sory
conm ttee that neets on a regul ar basis;

(b) the Participating Local Governnent’'s solid waste net revenues have
i ncreased by 20% over FY 2001 net revenues; and

(c) at least eight annual "State of the Environnent" reports, acceptable to
t he Bank, have been prepared by Participating Local Governnents.

2. By Project conpletion, the Jabotabek Waste Management Corporation has been
established and its operations funded partially by the revenues generated from
transacti ons.

3. By Project conpletion, the Geater Bandung Waste Managenent Corporation has been
established and its operations funded partially by the revenues generated from
transacti ons.

4, By Project conpletion, waste nmanagenent nmaster plans for the Jabotabek and



Bandung regi ons have been updated, agreed and publicly vetted. Environnental inpact
assessnments, consistent with the Bank’s environmental assessnent requirenents, and
operating plans exist for all operating and proposed | andfills.

5. By Project conpletion, an aggregate of at |east 60,000 tons of quality,
certified conpost has been produced.

SCHEDULE 6
Speci al Account

1. For the purposes of this Schedul e:

(a) the term"eligible Categories means Categories (1) and (2) set forth in
the table in paragraph 1 of Schedule 1 to this Agreenent;

(b) the term"eligible expenditures" neans expenditures in respect of the
reasonabl e cost of goods and services required for Parts B.3, B.4 and B.5 of the
Project and to be financed out of the proceeds of the GEF Trust Fund Grant allocated
fromtime to time to the eligible Categories in accordance with the provisions of
Schedule 1 to this Agreenent; and

(c) the term"Authorized Allocation" neans an ampunt equival ent to $250, 000
to be wthdrawmn fromthe GEF Trust Fund Grant Account and deposited into the Specia
Account pursuant to paragraph 3 (a) of this Schedule, provided, however, that unless
the Bank shall otherw se agree, the Authorized Allocation shall be limted to an
anmount equi valent to $125,000 until the aggregate ampbunt of withdrawals fromthe GEF
Trust Fund Grant Account plus the total ampbunt of all outstanding special comitnents
entered into by the Bank pursuant to Section 5.02 of the General Conditions shall be
equal to or exceed the equival ent of $500, 000

2. Paynents out of the Special Account shall be nade exclusively for eligible
expenditures in accordance with the provisions of this Schedul e.

3. After the Bank has received evidence satisfactory to it that the Special Account
has been duly opened, w thdrawals of the Authorized Allocation and subsequent
wi thdrawal s to replenish the Special Account shall be nade as foll ows:

(a) For withdrawal s of the Authorized Allocation, the Recipient shall furnish
to the Bank a request or requests for deposit into the Special Account of an amount or
amounts whi ch do not exceed the aggregate anount of the Authorized Allocation. On the
basi s of such request or requests, the Bank shall, on behalf of the Recipient,
wi t hdraw from the GEF Trust Fund Grant Account and deposit into the Special Account
such amobunt or anounts as the Recipient shall have requested

(b) (i) For repl eni shnent of the Special Account, the Recipient shal
furnish to the Bank requests for deposits into the Specia
Account at such intervals as the Bank shall specify.

(ii) Prior to or at the tine of each such request, the Recipient shal
furnish to the Bank the docunents and ot her evidence required
pursuant to paragraph 4 of this Schedule for the paynent or
paynents in respect of which replenishnent is requested. On the
basi s of each such request, the Bank shall, on behalf of the
Recipient, withdraw fromthe GEF Trust Fund Grant Account and
deposit into the Special Account such ampunt as the Reci pient
shall have requested and as shall have been shown by said
docunents and other evidence to have been paid out of the Specia
Account for eligible expenditures. Al such deposits shall be
wi t hdrawn by the Bank fromthe GEF Trust Fund G ant Account under
the respective eligible Categories, and in the respective
equi val ent anounts, as shall have been justified by said docunents
and ot her evidence.

4, For each paynent nmade by the Recipient out of the Special Account, the Recipient
shall, at such time as the Bank shall reasonably request, furnish to the Bank such



docunents and ot her evidence show ng that such paynment was nade excl usively for
el i gi bl e expendi tures.

5. Not wi t hst andi ng the provisions of paragraph 3 of this Schedule, the Bank shall
not be required to nmake further deposits into the Special Account:

(a) if, at any tine, the Bank shall have determined that all further
wi t hdrawal s shoul d be nade by the Recipient directly fromthe CGEF Trust Fund G ant
Account in accordance with the provisions of Article V of the General Conditions and
par agraph (a) of Section 2.02 of this Agreenent;

(b) if the Recipient shall have failed to furnish to the Bank, within the
period of time specified in Section 4.01 (b) (ii) of this Agreement, any of the audit
reports required to be furnished to the Bank pursuant to said Section in respect of
the audit of the records and accounts for the Special Account;

(c) if, at any tine, the Bank shall have notified the Recipient of its
intention to suspend in whole or in part the right of the Recipient to nake
wi thdrawal s fromthe GEF Trust Fund Grant Account pursuant to the provisions of
Section 6.02 of the General Conditions; or

(d) once the total unw thdrawn amount of the GEF Trust Fund Grant allocated
to the eligible Categories, nminus the total anount of all outstanding special
conmm tnents entered into by the Bank pursuant to Section 5.02 of the Ceneral
Conditions with respect to the Project, shall equal the equivalent of tw ce the anmount
of the Authorized Allocation.

Thereafter, withdrawal fromthe CGEF Trust Fund Grant Account of the renmaining
unwi t hdrawn anount of the GEF Trust Fund Grant allocated to the eligible Categories
shal | follow such procedures as the Bank shall specify by notice to the Recipient.
Such further withdrawals shall be nade only after and to the extent that the Bank
shal | have been satisfied that all such anpunts remaining on deposit in the Special
Account as of the date of such notice will be utilized in nmaking paynments for eligible
expendi tures.

6. (a) If the Bank shall have determined at any time that any payment out of the
Speci al Account: (i) was nmade for an expenditure or in an anobunt not eligible pursuant
to paragraph 2 of this Schedule; or (ii) was not justified by the evidence furnished
to the Bank, the Recipient shall, pronptly upon notice fromthe Bank: (A) provide such
addi tional evidence as the Bank may request; or (B) deposit into the Special Account
(or, if the Bank shall so request, refund to the Bank) an ampbunt equal to the anount

of such paynent or the portion thereof not so eligible or justified. Unless the Bank
shal | otherwi se agree, no further deposit by the Bank into the Special Account shall
be nade until the Recipient has provided such evidence or nade such deposit or refund,
as the case nay be.

(b) If the Bank shall have determined at any time that any anmount outstandi ng
in the Special Account will not be required to cover further paynents for eligible
expenditures, the Recipient shall, pronptly upon notice fromthe Bank, refund to the

Bank such outstandi ng anount.

(c) The Reci pi ent may, upon notice to the Bank, refund to the Bank all or any
portion of the funds on deposit in the Special Account.

(d) Refunds to the Bank nade pursuant to paragraphs 6 (a), (b) and (c) of
this Schedul e shall be credited to the GEF Trust Fund G ant Account for subsequent
wi t hdrawal or for cancellation in accordance with the relevant provisions of this
Agreement, including the General Conditions.



