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(Japanese Note)

Jakarta, December 7, 1989

Excellency,

I have the honour to refer to the recent
discussions held between the representatives of
the Government of Japan and of the Government
of the Republic of Indonesia regarding Japanese
loans for 1989 to be extended with a view to
promoting the economic stabilization and
development efforts of the Republic of
Indonesia, and to confirm the following
understanding reached between the two
Governments:.

I

1. A project lcan in Japanese yen up to the
amount of eighty-one billion eleven million yen
(¥81,011,000,000) (hereinafter referred to as
"the Loan I") will be extended, in accordance
with the relevant laws and regulations of
Japan, to the Government of the Republic of
Indonesia by the Overseas Economic Cooperation
Fund (hereinafter referred to as "the Fund") to
implement the projects enumerated in the List 1
attached hereto according to the allocation for
each project as specified in the List 1.

2. (1) The Loan I will be made available by
loan agreements to be concluded between the
Governnent of the Republic of Indonesia and the
Fund. The terms and conditions of the Loan I
as well as the procedures for its utilization

| OllIH
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UEOBRRECHEREKEIHN OVEEWL RS will be governed by the said loan agreements
which will contain, inter alia, the following
principles:

T WIS +HCHERE S ¥ [+ B 4@ © (a) The repayment period will be twenty (20)
years after the grace period of ten (10)
years.

2 EMNHERT Bl el =Y NGO (b) The rate of interest will be two and a
half per cent (2.5%) per annum.

T O HHERED ERAUELDOQ 0 o o o X (c) The disbursement period will be five (5)
) ~ , L years with regard to the projects
DE2SMmEYO IV REHERKEORRKRTR O mentioned in 2, 3, 6, 7, 9 and 10, six

Nt BTG ¢ XS 0 Q) 1) AU AT (6) years with regard to the projects
. BELRRD00fkEY OS2 K mentioned in 4 and 8 and seven (7) years
EHERKEORMRODK{OKHENVD T A DG A with regard to the projects mentioned in

1 and 5 of the List 1 from the date of
. -~ ’ £ VIR ~n \ -
ROoe Qe @Y O 518 RELRBEROMWRO ML W@ the coming intc force of the relevant
P H AV QO loan agreement.
O ZDULSOERERR O YT S A R R e _oAmv Each Mmﬁmwm wom: mmmwmﬁmsﬂm amnwwmsmmnws
, . sub-paragrap above wi e concluded after
el S KEEREWEROLEIEELL 0O the Fund is satisfied of the feasibility of the

projects to which such loan agreement relates.,

2 O #HRESD YN XD NONERRLSEMESOEQ XK 3. (1) The Loan I will be made available to
cover payments to be made by Indonesian

r VARM ~ 9 A
7 REEHREXTE D N PR w0 “URSIVEOKEMT & executing agencies to suppliers, contractors
WMAaUBoohEoNEY ﬁﬁyﬁé&%l@m&%@ﬁﬂ@ and/or consultants of eligible source countries

under such contracts as have been or may be

HRUVENSEVBUEBHEULS Y&XTOEHEILIL IV entered into between them for purchases of
VD) e - | . , products and/or services required for the
IR L WD bT,ﬁbﬂé%Qﬁf%&LT@mﬂﬁé implementation of the projects enumerated in

SN° MO yIMEL EMEEEIR IV L the List 1, provided that such purchases are
. ) , A st e made in such eligible source countries for
SHNHEU S HEMSNUENV S OOH&OHIE L e products produced in and/or services supplied
MU IMIELEL O from those countries.
@ {R-CIER ERAUBRTORESCKECLLSHE (2) A part of the Loan I may be used to
t

$J
_ o~ ° cover eligible local currency requirements for
ESRRRAWCHERLIRM 0 SUEER VR0 the implementation of the projects enumerated

in the List 1.
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4. The Government of the Republic of Indonesia
will, upon request, furnish the Government of
Japan with reports on the progress of the
proiects enumerated in the List 1.

II

1. A loan in Japanese yen up to the amount of
forty-five billion five hundred million yen
(¥45,500,000,000) (hereinafter referred to as
"the Loan II") will be extended under the
Financial Recycling Scheme, in accordance with
the relevant laws and regulations of Japan, to
the Government of the Republic of Indonesia by
the Fund.

2., The Loan II will be made available by a loan
agreement to be concluded between the
Government of the Republic of Indonesia and the
Fund. The terms and conditions of the Loan II
as well as the procedures for its utilization
will be governed by the said loan agreement
which will contain, ‘inter alia, the following
principles:

(a) The repayment period will be twenty (20)
years after the grace period of ten (10)

years.

(b) The rate of interest will be two and a
half per cent (2.5%) per annum.

(c) The disbursement period will be two (2)
years from the date of coming into force of
the loan agreement.

3. (1) The Loan II will be made available to
cover payments to suppliers of eligible source
countries by importers in the Republic of
Indonesia under such contracts as have been or
may be entered into between them for purchases
of such products as will be enumerated in a
list to be mutually agreed upon between the
authorities concerned of the two Governments

| Ol
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and for purchases of services incidental to the
purchases of those products, provided that such
purchases are made in such eligible source
countries for products produced in and services
supplied from those countries.

(2) The list mentioned in sub-paragraph (1)
above may be modified by agreement between the
authorities concerned of the two Governements.

4. (1) The Government of the Republic of
Indonesia will take measures to have the
equivalent in Indonesian currency of the amount
of yen disbursements of the Loan II transferred
fnto the counterpart fund account opened in the
name of the Government of the Republic of
Indonesia at Bank Indonesia. The amount of
Indonesian currency thus transferred shall be
used to cover local currency requiements of the
development projects of the Republic of
Indonesia implemented under loans in Japanese
yen by the Fund, except where the authorities
concerned of the two Governments agree that the
said amount of Indonesian currency may be used
for other development projects of the Republic
of Indonesia.

(2) The Government of the Republic of
Indonesia will, upon request, furnish the
Government of Japan with reports on the use of
the counterpart fund mentioned in sub-paragraph
(1) above.

IIX

l. A sector program loan in Japanese yen up to
the amount of thirty-two billion five hundred
million yen (¥32,500,000,000) (hereinafter
referred to as "the Loan III") will be extended
under the Financial Recycling Scheme, in
accordance with the relevant laws and
regulations of Japan, to the Government of the
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Republic of Indonesia by the Fund for the
development of the sectors enumerated in the
List 2 attached hereto.

2. The Loan III will be made available by a
loan agreement to be concluded between the
Government of the Republic of Indonesia and the
Fund. The terms and conditions of the Loan III
as well as the procedures for its utilization-
will be governed by the said loan agreement
which will contain, ‘inter alia, the following
principles:

(a) The repayment period will be twenty (20)
years after the grace period of ten (10)
years.

(b) The rate of interest will be two and a
half per cent (2.5%) per annum.

(c) The disbursement period will be two (2)
years from the date of coming into force of
the loan agreement.

3. (1) The Loan III will be made available to
cover payments to suppliers of eligible source
countries by importers in the Republic of
Indonesia under such contracts as have been or
may be entered into between them for purchases
of such products as will be enumerated in a
list to be mutually agreed upon between the
authorities concerned of the two Governments
and for purchases of services incidental to the
purchases of those products, provided that such
purchases are made in such eligible source
countries for products produced in and services
supplied from those countries.

(2) The list mentioned in sub-paragraph . (1)
above may be modified by agreement between the
authorities concerned of the two Governments.

4. (1) The Government of the Republic of

| ONIR
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Indonesia will take measures to have the
equivalent in Indonesian currency of the amount
of yen disbursements of the Loan III trans-
ferred into the counterpart fund special
account (hereinafter referred to as "the
Special Account") opened in the name of the
Government of the Republic of Indonesia at Bank
Indonesia. A sub-account will be set up in the
Special Account for each sector mentioned in
paragraph 1 respectively.

(2) The counterpart fund thus trasferred
will be allocated by the Government of the
Republic of Indonesia to each sub-account of
the corresponding sector in Indonesian currency
up to the amount equivalent to the amount of
vyen according to the allocation as mentioned in
the List 2. The Government of the Republic of
Indonesia shall duly inform the Government of
Japan on the progress of the allocation of the
counterpart fund.

(3) The allocated counterpart fund will be
used to cover local currency requirements of
the corresponding sectors. The Government of
the Republic of Indonesia will submit to the
Fund the notice of the counterpart fund
financing.

(4) The allocation as mentioned in the List
2 may be modified by agreement between the
authorities concerned of the two Government.

Iv

1. The respective disbursement period mentioned
in sub-paragraph (1) (c), paragraph 2 of part
I, sub-paragraph (c), paragraph 2 of part II
and sub-paragraph (c), paragraph 2 of part III
may be extended with the consent of the
authorities concerned of the two Governments.

2. The respective scopes of eligible source



AN

HER X
2R S

—~ e

R

HER S
Ty
R 1]
KK

K

Bl 18
D
ol

0

<

o]

HED EXEcRENMER L @iEu e’

TR MDNKEFAZRED” 03 mnIdXb=ns U
SoOHBMEXOCXELBEHORMONRLSR YN N (B
K<ZOWRSEELVLS S XEENMP & SNy~ 13
R{RECYWHE<LOWERNLIX I V{HRQ ) LEOWVE
U L0 VYK 0°

EEEn” i~ OR=XofERe YT IVE<uS
RHESCEHENKDEHURKUER Y VLSV CCHEHSR
HKHCORERPL VEVLOHSCEBEWEXDE HE& N
LOCESUHS MIHLER SR NRIJVERR S RS EEW®
B 5O

2 OY Nk MNHEEER MEL 0 SV dmyg e~
WEOEEEEONVYLOROH RN YRS VXD
MEOUERBOMEULSO YN &M OHBEHEHEXY
HENVRE P

[N N D NHEEHEERE” KR REie g N
FRANCVOIOMERCORECHERBE ~ LD S
MERUBEKUL L EXOEE S HBESN RO
KQOETRETIRLOTY N e %DM C ¢ Vv Qi E

N ey N © H T

countries mentioned in sub-paragraph (1),
paragraph 3 of part I, sub-paragraph (1),
paragraph 3 of part.II and sub-paragraph (1),
paragraph 3 of part III will be agreed upon
between the authorities concerned of the two
Governments,

3. The Government of the Republic of Indonesia
will ensure that products and/or services
mentioned in sub-paragraph (1), paragraph 3 of
part I, sub-paragraph (1), paragraph 3 of part
II and sub-paragraph (1), pargraph 3 of part
IIT are procured in accordance with the
guidelines for procurement of the Fund, which
gset forth, inter alia, the procedures of
international tendering to be followed except
where such procedures are inapplicable or
inappropriate.

4. With regard to the shipping and marine
insdurance of products purchased under the Loan
I, the Loan II and the Loan III, the two
Governments will refrain, within the scope of
the relevant laws and regulations of their
respective countries, from imposing any
restrictions that may hinder fair and free
competition between the shipping and marine
insurance companies of the respective countries.

5. (1) The Government of the Republic of
Indonesia will exempt the Fund from Indonesian
fiscal levies or taxes on and/or in connection
with the Loan I, the Loan II and the Loan III
as well as interest accruing therefrom.

(2) The Government of the Republic of
Indonesia shall assume all Indonesian fiscal
levies or taxes with respect to the income of
Japanese companies operating as suppliers,
contractors and/or consultants accruing from
the supply of products and/or services already
provided and/or to be provided under the Loan I.

| OHI |
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(3) The Government of the Republic of
Indonesia shall assume all Indonesian duties
and related fiscal charges with respect to the
import and re-export of own materials and
equipment of Japanese companies operating as
suppliers, contractors and/or consultants
needed for the implementation of the projects
taken up for the Loan I.

6. The Government of the Republic of Indonesia
will take necessary measures to ensure that:

(a) the Loan I, the Loan II and the Loan III
be used properly and exclusively for
purchases of products and/or services
mentioned respectively in sub-paragraph (1),
paragraph 3 of part I, sub-paragraph (1),
paragraph 3 of part II and sub-paragraph (1)
paragraph 3 of part III;

(b) the facilities constructed under the
Loan I be maintained and used properly and
effectively for the purposes prescribed in
this understanding.

7. The two Governments will jointly review from
time to time the progress of the implementation
of the Loan I, the Loan II and the Loan III and
take necessary measures to secure smooth and
effective utilization of the Loan I, the Loan
IT1 and the Loan III and otherwise consult with
each other in respect of any matter that may
arise from or in connection with this
understanding.

I should be grateful if Your Excellency
would confirm the fqregoing understanding on
behalf of the Government of the Republic of
Indonesia.

I avail myself of this opportunity to renew



W R A Y O A e © to Your Excellency the assurance of my highest
" consideration.
RIS L+ ImPmUDF R &P

¥ A a6y SR FER I o1 (Signed) mEﬁomggﬁm
PEHEKY BERSR Plemipotentiary of Japan co
the Republic of Indonesia
YA D>DNKEH His Excellency
ZERKHEH ~= o N KB MMMHHWWMNH»WMMmWOWMH@D Affairs

of the Republic of Indonesia
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List 1

(Maximum amount
in million yen)

Small Scale Irrigation
Management Project

Jabotabek Area Railway
Project (VII)

Dumai Port Development Project

Fstablishment of Geographic
Information System for DKI Jakarta

Rehabilitation of Irrigation Scheme
and i"lood Alleviation Works

Second Roads Rehabilitation Project
1n Nine Provinces

North Java Line Track Rehabilitation
Project

Bogor Agricultural University (IPB)
Development Project

Renovation of Dayeuhkolot Workshop

Gas Firing Modification Works of
Gresik Steam Power Plant Units III
and IV Project

Trtal

1,896

10,381

4,375

1,388

21,518

21,040

8,229

6,946

793

4,445
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List 2

Sector

Agriculture

Water resources (Irrigation)
Rural electrification
Transport and communication
Housing and human settlements
Social welfare

Education

Health

Forestry

Total

| OBIH

Maximum amount
in million yen)
3,912
3,948
3,860
12,309
2,950

779
2,768
1,457

517
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(Indonesian Note)

Jakarta, December 7, 1989

Excellency,

I have the honour to acknowledge the receipt
of Your Excellency's Note of today's date,
which reads as follows:

" (Japanese Note)"

1 have the honour to confirm on behalf of
the Government of the Republic of Indonesia the
understanding set forth in Your Excellency's
Note.

I avail myself of this opportunity to renew
to Your Excellency the assurance of my highest
consideration.

(Signed) Ali Alatas SH
Minister for Foreign Affairs
of the Republic of Indonesia

His Excellency

Mr. Sumio Edamura

Ambassador Extraordinary and
Plenipotentiary of Japan
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