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(Japanese Note)

Jakarta, September 19, 1991
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 1991 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 loan in Japanese yen up to the
amount of ninety-three billion seven hundred
and twenty-six million yen (¥93,726,000,000)
(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 (hereinafter referred to as
"the List 1") 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
Government of the Republic of Indonesia and

I | RH
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the Fund. The terms and conditions of the
Loan I as well as the procedures for its
utilization will be governed by the said loan
agreements 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.

The rate of interest will be two and
six~-tenths per cent (2.6%) per annum.

(b)

The disbursement period will be three
(3) years with regard to the projects
mentioned in 3, 5 and 19, five (5)
years with regard to the projects
mentioned in 10, 11, 13, 15, 16 and 17,
six (6) years with regard to the
projects mentioned in 2, 4, 8, 12, 14
and 18, seven (7) years with regard to
the projects mentioned in 1 and 6,
eight (8) years with regard to the
project mentioned in 7 and nine (9)
years with regard to the project
mentioned in 9 of the List 1 from the
date of coming into force of the
relevant loan agreement.

(c)

(2) Each of the loan agreements mentioned
in sub-paragraph (1) above will be concluded
after the Fund is satisfied of the
feasibility, including environmental
consideration, of the project to which such
loan agreement relates.

3. (1) The Loan I will be made available to
cover payments already made and/or to be made
by Indonesian executing agencies to suppliers,
contractors and/or consultants of eligible
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source countries under such contracts as have
been or may be entered into between them for
purchases of products and/or services required
for the implementation of the projects
enumerated in the List 1, provided that such
purchases are made in such eligible source
countries for products produced in and/or
services supplied from those countries.

(2) A part of the Loan I for the project
mentioned in 18 of the List 1 may be used to
cover expenses necessary for the purpose of
the acquisition, by participants in the
overseas training programs under the said
project, of special technical experiences or
knowledge in such fields to be required for
economic and social development of the
Republic of Indonesia.

(3) A part of the Loan I may be used to
cover eligible local currency requirements for
the implementation of the projects enumerated
in the List 1.

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

II

1. A sector program loan in Japanese yen up to
the amount of sixty-seven billion five hundred
and twenty million yen (¥67,520,000,000)
(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 for the
development of the sectors enumerated in the
List 2 attached hereto (hereinafter referred
to as "the List 2").

I I RP
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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
six-tenths per cent (2.6%) per annum.

(c) The disbursement period will be two (2)
years from the date of coming into force of
the said 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
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
Indonesia will take measures to have the
equivalent in Indonesian currency of the
amount of yen disbursements of the Loan II
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transferred 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 transferred
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 yen 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 Governments.

III

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

2. The respective scopes of eligible source
countries mentioned in sub-paragraph (1),
paragraph 3 of part I and sub-paragraph (1),
paragraph 3 of part II will be agreed upon

I I RR
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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 and sub-paragraph. (1), paragraph 3 of
part II are procured in accordance with the
guidelines for procurement of the Fund, which
set 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
insurance of products purchased under the Loan
I and the Loan II, 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 and the Loan II 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
105

(3) The Government of the Republic of
Indonesia shall assume all Indonesian duties
and related fiscal charges with respect to the
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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 and the Loan II be used
properly and exclusively for purchases of
products and/or services mentioned
respectively in sub-paragraph (1),
paragraph 3 of part I and sub-paragraph
(1), paragraph 3 of part II;

(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 and the Loan II
and take necessary measures to secure smooth
and effective utilization of the Loan I and
the Loan II 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 foregoing understanding on
behalf of the Government of the Republic of
Indonesia.

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

1110 |
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(Signed) Michihiko Kunihiro
Ambassador Extraordinary
and Plenipotentiary of Japan
to the Republic of Indonesia

His Excellency

Mr. Ali Alatas Sh

Minister for Foreign Affairs
of the Republic of Indonesia
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T~ List 1
(= W &) (Maximum amount
in million yen)
— DY i DT @ K s +E® |- mRE 1. Way Curup Irrigation Project 1,422
N DY e ;/.V.A@_W &__m___s@ :Em +{{m ) (- mRE 2. Way Rarem Irrigation Project
v 1,623
M DR N DN MR IO ™ S o 3. Wonorejo Multipurpose Dam
Project (Engineering Services) 241
WimE (EH - REHONeoH
R) | EBEIY-HOIRE
< AN 22 X TR X kG E 41 1EY-{ o 4. Mount Kelud Urgent Volcanic
Disastor Mitigation Project 3,246
0 NOZDEROXHKGEE (5 5. Lower Solo River Improvement
Project (Engineering Services 669
g i ih O 28 O B KmERIOIRE Ject (Eng 9 v
© NN M — 23X 180 R E K 6. Ancol Drainage Improvement
. Project 3,128
e 4 | @ =< R E ?
&~ ARXALAINY NXRBEERD 7. Koctapanjang Hydroelectric
Power and Associated Trans-
RE K EM K E (K] DP+HHE -HTORKRE mission Line Project (II) 17,525
=)
0 NFDT XK EXD RS 8. Java Bali Power Transmis-
sion Line and Substation
ﬁmmﬁgﬁxz_.n@ Aﬁmm\.ﬁww/ ¥ F/v tl_!._ﬂﬁtil—.a_.ﬂmu wuHOu.mOH (East Java) 7,671
O 2K NS RIE R XD I8 K P 9. Renun Hydroelectric Power
. and Associated Transmission
?E%ﬂ%ﬂ*éﬁ@ A% _ WMMV _.ﬂl_,lm.nlmm.._ﬂf_lﬁmu Line vHOuQQﬁAHv mwhmo
S NFEANYCAANEFBmyYY 10. Jabotabek Area Railway
Project (VIII) 7,400
s lE (FR<R) P+E®RET !
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11.

12.

13.

14.

15.

16.

17.

18.

19.

| 1|OH

Balikpapan Airport Con-
struction Project (II)

Semarang Port Development
Project (II-1)

Maritime Transportation
Sector Loan in Eastern
Indonesia

Maritime Telecommunication
System Development Project
(III)

Road Maintenance Improvement
Project

Heavy Loaded Road Improvement
Project

Junction Network for Expanded
Jakarta Multi-Exchange Area
Project

Environmental Study Centers
Development Project

Syiah Kuala University
Development Project
(Engineering Services)

Total

4,354

7,530

8,499

4,057

4,043

11,992

3,556

1,101

209

93,726
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List 2

Sector

(Maximum amount
in million yen)

. Agriculture 3,180
. Water resources 6,422
Rural electrification 6,635

. Transport and communication 26,968
. Housing and human settlements 11,251
. Social welfare 285
. Education 6,038
. Health 4,910
. Forestry 1,831
Total 67,520
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(Indonesian Note)

Jakarta, September 19, 1991

Excellency,

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

" (Japanese Note)"

I 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. Michihiko Kunihiro
Ambassador Extraordinary

and Plenipotentiary of Japan
to the Republic of Indonesia
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