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LOAN AGREEET 

AGREEMENT, dated the Y day of . 1971 

between the GOVERNNEET OF INDONESIA (hereinafter called the "Borrower"), 

PERUSAHAAN LISTRIK NEGARA (hereinafter called the "Beneficiary"), &sd 

the UNITED STATES OF AMERICA, acting through the AGENCY FOR INTERNATIONAL 

DEVELOPMENT (hereinafter called "A.I.D."). 

ARTICLE I.
 

The Loan
 

SECTION 1.1. The Loan. A.I.D. hereby agrees to lend to the
 

Borrower, for the use of and, under Section 9.1 hereunder, to be reloaned
 

to the Beneficiary pursuant to the Foreign Assistance Act of 1961, as
 

amended, up to twenty one million United States dollars ($21,000,000)
 

to assist in financing the reasonable foreign exchange dollar costs
 

of certain goods and services required for the Project as defined in
 

Section 1.2 hereof. Goods and services financed hereunder are herein

after referred to as "Eligible Items," and the aggregate amount disbursed
 

hereunder is hereinafter referred to as "Principal."
 

SECTION 1.2. Project. As used in this Agreement, the "Project"
 

shall mean the construction of a 150 kilovolt (kv) transmission system
 

and the rehabilitation and construction of distribution facilities in
 

the Ketenger Electrical System the western part of Central Java Province,
 

Republic of Indonesia, together with technical assistance and training
 

related thereto. A more detailed description of the Project is set forth
 

in Annex "A"of this Agreement.
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ARTCLE II.
 

Borrower Repayment Terms and Interest
 

SECTION 2.1. Interest. The Borrower shall pay semi-annually
 

to A.I.D. in United States dollars on the unpaid Principal, interest
 

which shall accrue from the dates of the respective disbursements here

under, the first such interest payment to be due and payable nc later
 

than six (6)months after the first such disbursement on a date to be
 

specified by A.I.D. Principal and interest due but not paid shall
 

accrue interest at the maacimum rate hereunder until fully paid. 

Interest shall accrue at the rate of two percent (2%) per annum for 

ten (10) years after the first disbursement hereunder and at a rate 

of three percent (3%) per annum thereafter, computed on the basis of 

a three hundred sixty-five (365) day year. Disbursements hereunder 

shall be deemed to occur on the date on which pa ment by A.I.D. is 

made either directly to tie Bc7rower or its designee or to a banking 

institution pursuant to a commitment document. 

SECTION 2.2. Principal. Borrower shall repay the Principal
 

to A.I.D. in United States dollars within forty (40) years from the
 

date of first disbursement hs.eunder in sixty-one (61) level semi

annual installments of principal and interest, the first installment
 

to be due and payable nine and one-half (9-1/2) years after the first
 

interest payment is due.
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SECTION 2.3. Application and Place of Payment. All payments 

shall be applied first to the payment of any interest due and unpaid
 

and then to the repayment of Principal. All payments shall be made to 

the Controller, United States Agency for International Development
 

(hereinafter called 'USAID"), Djakarta, Indonesia, or to such other
 

payee or at such other address as A.I.D. may designate, and shall be
 

deemed to have been paid when there received.
 

SECTION 2.4. Prepayment. The Borrower shall have the right
 

to prepay, without penalty, on any date on which interest is due, all
 

or any part of the Principal. Any prepayment shall be applied first
 

to the payment of any accrued and unpaid interest and then to the
 

remaining installments of Principal in the inverse order of their maturity.
 

ARTICLE III.
 

Cqnditions Precedent
 

SECTION 3.1. Conditions Precedent toInitial Finanaing.
 

Unless A.I.D. otherwise agrees in writing, prior to the issuance of the
 

first letter of commitment or other commitment document f:: 
engineering
 

services, the Borrower or the Beneficiary, as appropriate, shall
 

furnish A.I.D., in form and substance satisfactory to A.I.D.:
 

(a) An opinion of the Minister of Justice of the Borrower
 

that this Loan Agreement has been duly authorized or
 

ratified by, and executed on behalf of, the Borrower
 

and is a 
valid and legally binding obligation of the
 

Borrower in accordance with its terms;
 



(b) 	An opinion of the principal legal officer of the
 

Beneficiary, or of other legal counsel satisfactory
 

to A.I.D., that this Loan Agreement has been duly
 

authorized or ratified by, and executed on behalf of,
 

the 	Beneficiary and is 
a valid and legally binding
 

obligation of the Beneficiary in accordance with its terms;
 

(c) The names of the persons who will act as the representatives
 

of the Borrower and the Beneficiary pursuant to Section 10.1
 

hereof, together with evidence of their authority and a
 

specimen signature of each such person, certified as 
to its
 

authenticity by either the persons rendering the legal
 

opinions pursuant to Section 3.1(a) and 3.1(b) or the persons
 

executing this Loan Agreement;
 

(d) A draft contract between Beneficiary and a consruct ing
 

engineering firm. 
The 	selection of said firm !.:d 
the
 

terms of said contract shall be in accordance with A.1,D,
 

Capital Project Guidelines for Engineering Services.
 

SECT.ON 3.2. Conditions Precedent tr 
Financing Construction
 

Services and Procurement. Unless A.I.D. otherwise agrees in writing,
 

prior to the issuance of letters of commitment or other commitment
 

documents for construction services and the procurement of other Eligible
 

Items, the Borrower or Beneficiary, as appropriate, shall have met the
 

conditions precedent in Section 3.1, and in addition Borrower or
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Beneficiary, as appropriate, chall furnish to A.I.D. in form and substance 

satisfactory to A.I.D.;
 

(a) 	 Advice ol .th,.-Gov,?rnuient of the Federal Republic of 

Germany that all conditions to the effectiveness of 

its agreements with the Borrower and Beneficiary for 

the installation of certain transmission fecilities
 

in Central Java Province have been satisfied, together
 

with 	advice that firm schedules for implementation of 

the 	German assistance hwve been established;
 

(b) A plan for implementation of the Project, including 

training, the procurement of equipment for the Project, 

and the designation of basic systems standards for 

the distribution system. Said system standards shall 

include standards for services wiring and volt,. : l 

of prizary and secondary lines; 

(c) 	 Eidence thkvt any rights of way, rights of ent-:y, real 

pro~ert.? 2 .s or acquisitions necessary for Project 

L[.pluiotatiori and system operabion bav- been obtained 

i.... o ; i .r.cig- provide_! therefor; 

:.ei: od) i aebstlishment by Beneficiary of a 

rs.-ve nuo In Indonesian currency equal to the total 

Indonesian currency costs of the Project for the upcomilig 

6 rtonths as ostimated by the Project Engineer, said funds 

to be rep!t nished to the a.ppropriate level quarterly, 
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or more often in the event actual Indonesian currency
 

expenditures substantially exceed said estimates, or such 

lesser amount as A.I.D. shall agree to in writing, which 

shall be used fo- the execution of the Project. 

(e) A draft contract between Beneficiary and a construction
 

firm. The selection of the firm and the terms of said
 

contract shall be in accordance with the A.I.D. Capital
 

Project Guidelines for Construrtion Services.
 

(f) Procurement contracts for equipment and materials
 

between the Beneficiary and firms. The terms of said
 

contracts and the selection of said firms shall be
 

subject to A.I.D. approval prior to the execution of
 

the contracts and selection of the firms, where
 

appropriate, and in accordance with A.I.D. Caplt !
 

Project Guidelint- for the Procurement of Equipnt
 

and Materials.
 

SECTION 3.3. Terminal Dates for Fulfillment of Conditions 

Precedent. Except as AoI.D. may otherwise agree in writing, if thp
 

conditions required by Section 3.1 have not been satisfied within
 

3 months after the date of execution of this Loan Agreement, or if
 

the conditions required by Section 3.2 have not been satisfied within
 

18 months after the date of execution of this Loan Agreement, A.I.D.
 

may at any time thereafter terminate this Agreement by giving notice
 

to the Borrower and to the Beneficiary. Upon such termination, and
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notwithstanding any other provisions of this Loan Agreement, the 

Borri--er sball zepay to A.I.D. the unpaid Principal, if any, and
 

any accrued interest. Upon full payment in accordance with the
 

foregoing, all other obligations of the Borrower and A.I.D. under
 

this Agreement shall cease.
 

SECTION 3.4. NotificLtion of Meeting of Conditions Precedent.
 

A.I.D. shall notify the Borrower and Beneficiary upon its determination 

that the conditions precedent specified in Sections 3.1 and 3.2 have
 

been met.
 

ARTICLE IV.
 

Disbursements
 

SECTION 4.1. 
 Requests for Letters of Commitment. To obtain
 

disbursements, the Beneficiary may from time to time request A.I.D. to
 

issue, and subject to the provisions of this Loan Agreement A.I.J.
 

shall issue, letters of commitment to one or more banks in the United
 

States designated by the Beneficiary and satisfactory to A.I.D.,
 

committing A.I.D. to reimburse such bank or banks for payments made,
 

through letters of credit or otherwise, to the Beneficiary or any
 

designee of the Beneficiary, pursuant to such documentation or
 

requirements as A.I.D. may specify.
 

SECTION 4.2. 
Other Forms of Disbursement. Disbursements
 

may also be made through such other means as the Borrower, the
 

Beneficiary and A.I.D. may agree in writing.
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or more often in the event actual Indonesian currency
 

expenditures substantially exceed said estimates, or such
 

lesser amount as A.I.D. shall agree to in writing, which
 

shall be used for the execution of the Project.
 

(e) A draft nontract between Beneficiary and a construction
 

firm. The selection of the firm and the terms of said 

contract shall be in accordance with the A.I.D. Capital
 

Project Guidelines for Construction Services.
 

(i) Procurement contracts for equipment and materials 

between the Beneficiary and firms. The terms of said
 

contracts and the selection of said firms shall be
 

subject to A.I.D. approval prior to the execution of
 

the contracts and selection of the firms, where
 

appropriate, and in accordance with A.I.D. CapitFi
 

Project Guidelines for the Procurement of Equin-'nnt 

and Materials. 

SECTION 3.3. Terminal Dates for Fulfillment of Conditions
 

Precedent. Except as A.I.D. may otherwise agree in writing, if the
 

conditions required by Section 3.1 have not been satisfied within
 

3 months after the date of execution of this Loan Agreement, or if
 

the conditions required by Section 3.2 have not been satisfied within
 

18 months after the date of execution of this Loah Agreement, A.I.D. 

may at any time thereafter terminate this Agreement by giving notice 

to the Borrower and to the Beneficiary. Upon such termination, and 
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SECTION 4.3. Terminal Date for Requests for Commitment
 

Documents and for Disbursements. Except as A.I.D. may otherwise agree
 

in writing, no letters of commitment or other commitment documents
 

shall be issued in response to requests received by A.I.D. after
 

48 months, and no disbursements shall be made against documentation
 

received after 56 months, from the date of execution of this
 

Loan Agreement.
 

ARTICLE V. 

Particular Covenants and Warranties Concerning the Project
 

SECTION 5.1. Borrower's Covenants. The Borrower covenants
 

and agrees that it shall: 

(a) take all necessary actions to permit the Beneficiary 

to perform its obligations under Article II of the 

Project Agreement between the Beneficiary and th-


International Development Association (Credit 2.--:ber 

165 IND) within the time limits prescribed in said 

Project Agreement, or such other time limits to 

which IDA may agree, taking into account Borrower's 

specific undertakings in this regard in the Development 

Credit Agreement between Borrower and the International 

Development Association and the objectives stated in
 

Section 5.2(a) hereof;
 

(b) take al, necessary action for accomplishment of the 

general objectives stated in Section 5.2(a) hereof; 
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(c) 	make available foreign exchange to Beneficiary from
 

sources other than the proceeds of this Loan necessary 

to purchase third country .pare and replacement parts 

for maintenance and 	repair of existing generating facil

ities and related equipment within the Ketenger Electrical
 

System until power supply is replaced by that from the 

Semarang steam power plant; 

(d) 	 make available to Beneficiary any Indo esian currency 

necessary for completion of the Project, and for the 

modification or replacement of existing customer's electrical
 

utilization equipment so that it will operate satisfactorily
 

at 220 volts;
 

(e) 	from completion of the Project until such time as
 

Beneficiary may become an autonomous, nonbudget sunnorted
 

corporation, assist the Beneficiary in obtaining funds
 

sufficient to meet the operation and maintenance expenses
 

necessary for the effective utilization of said Project;
 

(f) 	assist the Bcr':ficiary to carry out the Project, or cause
 

the 	Project to be carried out, with due diligence and
 

efficiency, and in conformity with sound engineering,
 

construction, financial, administrative, and management 

practices, and any plans, specifications, contracts,
 

schedules and other arrangements, together with all 

modifications therein, approved by A.I.D. pursuant to
 

this 	agreement. 



- 10 -


SECTION 5.2. Beneficiary's Covenants. The Beneficiary covenants
 

and agrees that it shall:
 

(a) Perform its obligations as prescribed in Article II of the
 

Project Agreement with the International Development
 

Association (Credit Number 165 IID) and implement said
 

undertakings within the time : mits prescribed in said
 

Project Agreement, or as A.I.D. may agree otherwise with
 

respect to application of this covenant. In carrying out
 

the recommendations of the management consultants under
 

Section 2.02(b) of the Project Agreement with the
 

International Development Association, Beneficiary agrees
 

to the following general objectives that should govern
 

Beneficiary's organization, structure, authority and
 

operations and further agrees that Beneficiary's program
 

to 	implement the recommendations of the managerent
 

consultants as requiredby Section 2.02(b) of that
 

agreement shall be in accordance with the objectives
 

hereafter set forth and that said program shall be as
 

Borrower, Benefic.ary and A.I.D. shall consider appropriate;
 

i) 	A revised schedule of electricity tariffs and charges
 

fixed at such levels as should provide Benefi iary with
 

revenue sufficient (a) to cover all its operating
 

expenses, including administration and overhead expenses,
 

maintenance, depreciation, and taxes, and interest on,
 

and to the extent it exceeds depreciation, amortization
 

of debt, and (b) to provide a reasonable return on its
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assets and to finance a reasonable portion of its
 

capital expenditures;
 

Sii) A 	revaluation of Beneficiary's fixed assets in accordance
 

with 	cound public utility practice;
 

(iii) 	Full and exc..sive responsibility vested in Beneficiary
 

for the public electric power sector of the Borrower,
 

including planning, procurement, construction, operation,
 

maintenance and ownership of all facilities therein;
 

(iv) 	Management organization and employment practices
 

including staffing pattens, salary structure and
 

employee qualifications, in accordance with sound public
 

utility practice;
 

(v) 	Operating practices, including records accounting system,
 

billing and collection procedures, financi4C p!snning
 

and administration, insurance, repair and aintenance
 

procedures, and procedures for systems u.erations, all
 

in accordance with sound public utility practice;
 

(vi) 	Standards for the electric power systen including
 

standards for equipment, materials, construction,
 

and operation and maintenance in accordance with
 

sound public utility practice.
 

(b) 	Replenish the Indonesian currency reserve fund required in
 

Section 3.3 ka) hereof whenever necessary to maintain said
 

fund at the level set forth in Section 3.3(a) hereof;
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(c) 	 Carry out the Project, or cause the Project to be carried 

out, with due diligence and efficiency, and in conformity 

with sound tzgineering, construction, financial, administrative 

and management practices; and any plans, specifications, contracts, 

schedules and other arrangements, and with all modifications
 

therein, approved by A.I.D. pursuant to this Agreement.
 

(d) 	Except as A.I.D. nay otherwiise agree in writing, furnish
 

to A.I.D. for its approval:
 

(i) 	All plans, specifications and construction schedules
 

related to the Project, and any modificationa thereof,
 

prior to their implementation;
 

(ii) 	 All bid dociments and documents concerning the
 

solicitation of proposals relating to the goods
 

and services financed under the Loan, and Pny
 

modifications thereof, prior to their issuence;
 

(iii) 	All contracts financed under the Loan, anda any
 

modLfications thereof, prior to their execution.
 

(e) 	Adequately maintain, repair and operate, in accordance
 

with sound public utility practice, all Eligible Items,
 

and any facilities constructed in connection with
 

their use;
 

(f) 	Establish connecting fees for all future service within
 

the Project area that will encourage increased consumption
 

of electriuity;
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(g) Modify or replace in a timely manner customer's existing 

electrical utilization equipment so that it will operate 

satisfactorily at 220 volts. 

ARTICLE VI. 

General Covenants, Warranties and Agreements
 

8ECTION 6.1. Utilization of Eligible Items. All Eligible Items
 

shall be used exclusively in carrying cut and operating the Project. This
 

ntil such time as such goods can no longer
restriction shall apply only 


be usefully employed for the Project, provided thit no goods financed
 

hereunder shall be exported from the Republic of Indonesia without the
 

prior written approval of A.I.D., and provided further that no Eligible
 

used to promote or assist any project or
Items shall at any time be 

activity associated with or financed by any country not included in 

;;:a ofCode 935 of the A.I.D. Geographic Code Book as in effect at the 


such projected use except with the prior written consent of A.Z.D.
 

SECTION 6.2. Information and Marking. The Beneficiary shall 

give publicity to the Loan provided for herein and the Project as a 

program of United States aid, ideatify the Project site, and mark goods
 

financed under such Loan as prescribed in Implementation Letters.
 

SECTION 6.:. N1otice of Material Develoments. The Borrower and
 

the Beneficiary have disclosed to A.I.D. all circumstances which may
 

materially affect the Project or the discharge of their obligations under
 

this Loan Agreement, and shall inform A.I.D. of any conditions which may
 

constitute a default hereunder or which interfere, or which it is reasonable
 

to believe may interfere, with the Project or the discharge of any of their
 

obligations hereunder.
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SECTION 6.4. Inspections. The authorized representatives of 

A.I.D. shall have the right at all reasonable times, whether prior to
 

completion of the Project or subsequent thereto, to inspect the Project,
 

the utilization of all Eligible Items, the books and records referred
 

to in Section 6.10 and any other documents, correspondence, memoranda, 

or records relating to the Loan provided for herein or to the Project.
 

The Borrower and the Beneficiary shall cooperate with A.I.D. to facilitate 

such inspections and shall afford a reasonable opportunity for authorized
 

representatives of A.I.D. to visit any part of the Republic of Indonesia 

for any purpose related to the Loan provided for herein.
 

SECTION 6.5. Taxes and Duties. The Borrower covenants and 

agrees that this Loan Agreement and the Lcan provided for herein shall 

be free from, and the Principal and interest shall be paid to A.I.D. 

without deduction for and free from any taxation or fees impose! rnder 

any laws or decrees in effect within the Reputlc of Indonesia r any 

such taxes or fees so imposed or payable shall be reimbursed .ythe 

Borrower. To the extent that (a)any contractor, including any
 

consulting firm, any personnel of such contractor financed hereunder, 

and any property or transactions relating to such contracts and (b) any 

commodity procurement transaction financed hereunder, are not exempt 

from id'intifiable taxes, tariffs, duties and cther levies imposed under 

laws in effect in the country of the Borrower, the Borrower shall pay 

or reimburse the same under Section 5.1(d) of this Agreement with funds 

other than those provided umder the Loan. 
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SECTION 6.6. Commissions, Fees and Other Payments. The Borrower 

and the Beneficiary warrant and covenant that in connection with 
obtaining the Loan provided for herein or taking any action under or with 

respect to this Loan Agreement they have not paid and will not pay or 
agree to pay nor to the best of their knowledge has there been paid or 
will there be paid or agreed to be paid by any other person or entity,
 

commissions, fees or other payments of any kind, except as regular
 

compensation to the Borrower's or the Beneficiary's full-time officers
 
and employees or as compensation for bona fide professional, technical
 

or other comparable services. 
The Borrower and the Beneficiary shall 

promptly report to A.I.D. any payment or agreement to pay for such 

bona fide professional, technical or comparable services to which 

it is a party or of wh:hh it has kncwledge (indicating whether such 
payment has been made or is to be made on a contingent basis), 5:! if 

the amount of any such payment is deemed unreasonable by A.I.D. the, 

party concerned shall cause a reduction satisfactory to A.I.D. to be 

made therein. 

SECTION 6.7. Renegotiation of Terms. The Borrower agrees 
that at any time or times when it is required to do so by A.I.D., but 
not sooner than six (6') months prior to the date the first repayment
 

of Principal is due, it will negotiate with A.I.D. with respect to
 

acceleration of the repayment of Principal by the Borrower. 
It is
 

agreed that the Borrowr and A.I.D. shall mutually determine to what 

extent repayment of such Principal should be accelerated on the basis 

of one or more of the following criteria: 



(a) significant improvement inthe internal economic and
 

financial situation of the Republic of Indonesia;
 

(b) favorable trends in the balance of payments and foreign
 

exchange holdings of the Republic of Indonesia;
 

(c) ability of the Republic of Indonesia to make future
 

repayment of A.I.D. loans without interfering with
 

the service of debts owing to any United States
 

Government agency or ary international organization
 

of which the United States is a member.
 

SECTION 6.8. Insurance. Beneficiary covenants that itwill
 

maintain prudent insurance coverage issued by responsible underwriters
 

in such amounts and against such risks as isconsidered to be in
 

accordance with good commercial practice.
 

SECTION 6.9. Maintenance and Audit of Records. The 37-.eiiciary 

shall maintain, or cause to be maintained, in accordance with sound 

accounting principles and practices consistently applied, bocxs and records 

relating both to the Project and to this Loan Agreement. Such books and 

records shall, without limitation, be adequate to show: 

(a) tile receipt and use made of Eligible Items;
 

(b) the progress of the Project;
 

(c' current data covering operation; and
 

(d) financial condition of the Beneficiary.
 

Such books and records shall be regularly audited by independent public
 

accountants acceptable to A.I.D., in accordance -with sound auditing standards, 
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on an annual basis or for such period and at such intervals as A.I.D.
 

my require, and shall be maintained for five years after the date of 

the last disbursement by A.I.D. or until all sums due A.I.D. under this 

Loan Agreement have been paid, whichever date shall first occur. 

SECTION 6.10. Reports. The Borrower and the Beneficiary will 

furnish A.I.D. with such information and reports re3ating to the Project,
 

Eligible Items, and the Loan provided for herein as A.I.D. may reasonably
 

request.
 

SECTION 6.l1. Investment Guaranty Project Approval by Borrower.
 

The Borrower agrees that the construction work to be financed under this
 

Agreement is a project approved by the Borrower pursuant to the Agreement
 

between the Government of Indonesia and the United States of America on
 

the subject of investment guaranties, and no further approval by the
 

Borrower shall be required to permit the Government of the Unit.=, States 

of America under that Agreement to issue investment guaranties covering 

a contractor's investment in that project. 

ARTICLE VII. 

Covenants Concerning Procurament 

SECTION 7.1. Procurement Source and Origin. (a) Except as 

A.I.D. may otherwise agree in writing and except as provided in Section
 

7.6 herein for marine insurance, all Eligible Items, including tran3portation
 

services, shall have both their source and origin in those countries noted 

as eligible under Code 941 of the A.I.D. Geographic Code Book as in effect 

at the time orders are placed or contracts are entered into for such 
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Eligible Items. Transportation services shell be deemed to have their source 

and origin in such countries if procured from a flag carrier registered in 

any of such countries.
 

(b) All other goods and services obtained fur the Project but 

not financed by A.I.D., except transportation services, shall have their 

source and origin in countries included in Code 935 of the A.I.D. Geographic 

Code Book as in effect at the time such goods or services are procured. 

In addition to the ocean shipment requirement of Section 7.5 hereunder, 

all Eligible Items shall be transported to Indonesia on carriers of
 

in effect at the time such
countries included in the said Code 935 as 


This covenant shall be construed in accordance
transportation isprocured. 

with A.I.D. regulations as from time to time amended. 

SECTION 7.2. Date of Procurement. Except as A.I.D. may 

no goods or services may be finance-- hereotherwise agree inwriting, 


under which arise out of orders or contracts firmly placed or -rtered
 

into prior to the date of this Loan Agreement.
 

SECTION 7.3. Port Charges. With respect to t.atsportation
 

services that constitute Eligible Items, A.I.D. will finance under the
 

of all ocean freight costs of each shipment,
Loan ninety percent (909%0) 


and ninety-eight percent (98%) of such costs on any shipment under
 

free-out terms. The remaining ten percent (10), or two percent (2%)
 

of free-out shipments, represent port charges in Indonesia, and
 

Borrower covenants that it shall make available foreign exchange to
 

finance said port charges in accordance with such rules and procedures
 

as A.I.D. may prescribe in Implementation Letters.
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SECTION 7.4. 
Small Business Notification. In order that
 

American small business shall have the opportunity to participate in
 

furnishing Eligible Items, Beneficiary or Borroer, as ippronriae, shall, 

at such time prior to ordering or contracting for any Eligible Item 

estimated !to cost more than the equivalent o. Five Thousand United 

States dollars ($5,000) as A.I.D. may specif'p, cause to be received
 

by A.I.D. such information concerning Eligible Items as A.I.D. may require. 

SECTION 7.5. Ocean Shipment. At least fifty percent (50%) of 

the gross tonnage of all Eligible Items (computed separately for dry bulk
 

carriers, dry cargo liners, and tankers) which shall be transported on
 

ocean vessels shall be transported on privately owned United States flag
 

commercial vessels. 
No goods may be financed hereunder which are
 

transported on any ocean vessel or aircraft (a)which A.I.D. in a notice
 

to the Borrowe' and t1m Beneficiary has des'gnated as 
ineligible to carry
 

A.I.D.-financed commodities or 
(b)which has been chartere.1 fcr the
 

carriage of A.I.D.-financed commodities unless such charter ha 
 been
 

approved in advance by A.I.D.
 

SECTION 7.6. 
Marine Insurance. (a) Marine insurance may
 

be financed under the Loan provided (i) such insurance is placed at
 

the lowest available competitive rate in the Republic of Indonesia or
 

any country noted as eligible under Code 941 of the A.I.D. Geographic
 

Code Book as in effect at the time of placement, and (ii) claims there

under are payable in dollars or other freely convertible currency. 



(b) If in co-anection with the placement of marine insurance
 

on shipments financed under United States legislation authorizing
 

assistance to other nations, the RejubLic of Indonesia, by statute,
 

decree, rule or regulaion, fT.ors any insurance company of .ny 

country over any rarine insurance company authorized to do business 

in any state of the United States, goods financed hereunder shall 

during the continuance of such discrimination be so insured in the 

t;aited States with a company or companies authorized to do a marine 

insurance business in any state of the United States of America. 

SECTION 7.7. Employment of Contract Personnel. The employment
 

of personnel to perform services under contracts financed hereunder, in
 

whole or in part, uill be subject to all applicable United States 

legislation and such regulations as A.I.D. may from time to time 

promulgate or specifr, including security clearances and limitaticns
 

on the eriploy ent of nationals of countries other than the Reyublic 

of Indonesia and countries noted as eligible under Code 901. f the 

A.I.D. Geographic Code Book, as in effect at the time order are
 

placed or contracts are entered into for such personnel; and, except
 

as A.I.D. mayotharwise direct, all such contracts shall include 

provisions necessary to implement such legislation and regulations.
 

ARTICLE VIII
 

Remedies of A.I.D.
 

SECTION 8.1. Events of Default; Acceleration. If any one or
 

more of the following events ("Events of Default") shall occur: 
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(a) 	the Bori-ower or the Beneficiary shall fail to pay in 

full any interest payment or installment of princi]jal 

required uader this Agreement or any other agreeaments 

related to the Loan whei the same shall become payable 

by it; 

(b) 	the Borr.;er or the Beneficiary shall fail to comply 

with ny otfer pr.zvi.ziz oitaine1 Ler.ein applicali to it; 

(c) 	aeny z' L1atin or :;a:iaty aie hny or on behalf of 

the ecu Iciary wh;ith respect to obtaining 

the Loa providdi fXor heein oer -ade or required to be 

nade he-'i4uie : ir.in any 'atria! respect; 

(d) 	any . cfi theh :blaiou c£ the Beneficiary fo= 

pa~xent cC bor.- r y z:sll hav,- tlcze due and 

pa~fab.e an- .r ee -ii 

(e) 	all or :-x" substanL.L par";.... the Beneficiary. az-aets, 

business o:: operations (what.'er n( -.. exiating) 

shall b.- condezmned, se- zel or approp-:ia!.-._. any action 

by any gcver=ental autbcrity ahall 1e instituted to dissolve 

or disestablish the Beneficiary c=: to suspend its operations,
 

or a substantial part thereof;
 

(f) 	any franchise, license, right, privilege, or charter, 

granted pursuant to or existing by virtue of law or 

other legal authority ani necessary for the conduct of 

the Birnefyciar-.' business, for the 2oletion of the 

Project, or for carrying out of the terms of this 
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Loan Agreement is revoked, cancelled, or denied in 

such manner as to make it improbable that the 

to perform its obligationsBc-eficiary will be able 

or that the Loaa providedunder this Loan Agreement 

for herein will substantially iulfill the purposes for 

which it has been establishe.A
 

(g) the Beneficiary shall voluntarily enter 
into or be
 

subjected involuntarily to any procedure 
under the laws 

in effect within the Republic of Indonesia 
for the relief 

of a financially distressed debtor which 
is substrntially 

equivalent to a petition in bankruptcy or 
the appointment
 

of a receiver for the benefit of creditors; 
or
 

(h) a material default shall have occurred 
after the date
 

hereof, and not been remedied after notice, 
under 


other loan agreement between the Borrower 
and A.I.D.;
 

then A.I.D., at its option, may declare 
all or any part of th.- unrepaid
 

principal under the Loan provided for 
herein or, if the Beneficiary is
 

in default, any part of the unrepaid principal 
under the Loan from the
 

Borrower to the Beneficiary pursuant to 
Section 9.1 hereof, to be due
 

and upon any such declaration, unless the
 and payable immediatel , 


days thereafter,
 
default may be cured and is cured within 

sixty (60) 


such principal and all interest accrued 
thereon shall become immediately
 

due and payable.
 

The Borrower, if the Beneficiary is in default, at its option,
 

may declare all or any part of the unrepaid 
principal under the Loan
 

from the Borrower to the Beneficiary pursuant 
to Section 9.1 hereof
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to be due and payable immediately, and upon any such declaration,
 

unless the default may be cured and is cured within sixty (60) days 
thereafter, such principal and all interest accrued thereon shall 

become due and payable immediately. The Borrower shall not exercise 

the right set forth in the preceding sentence hereunder without the 

prior written concurrence of A.I.D. 

SECTION 8.2. Termination of Disbursements; Transfer of
 

Goods to A.I.D. In the event that at any time:
 

(a) an Event of Default has occurred and has not been 

remedied as provided above; 

(b) an event occurs that A.I.D. determines to be an
 

extraordinary situation which uakes it improbable
 

that the purposes of the Loan provided for herein
 

will be attained or that the Borrower or the 

Beneficiary will be able to or will perfoom its 

obligations hereunder; or 

(c) any disbursement wouJ'd be in violation of the 

legislation governing A.I.D.; 

then A.I.D. at its option, after notice to the Borrower and the 

Beneficiary, may (i) decline to issue further letters of commitment 

or other commitmen- documents, (ii)suspend or cancel outstanding 

letters of commitment or other commitment documents to the extent that 
they have not been utilized through the isuance of irrevocable letters
 

of credit or through bank payments made other than under irrevocable 

letters of credit, giving notice to the Borrower and the Beneficiary
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thereof, (iii) decline to maie disbursements other than under letters 

of commitment; and (iv) at A.I.D.'s expense, direct that title to
 
goods financed under disbursements 
hereunder shall be transferred to
 

A.I.D. at cost to the Beneficiary, provided the goods are from a 

source outside the Republic of Indonesia, are in a deliverable state
 

and heve not been off-loaded in ports of entr-j of the Republic of 
Indonesia. 
To the extent that any cost- connected with the purchase
 

and transportation of these goods have been fina 
 d hereunder, these
 

amounts shall be deducted from Principal. 

SECTION 8.3. Refunds. If A.I.D. determines that any dis
bursement is not supported by vaif.d documer.tation in accordance with the 

terms of this Loan Agreement, or is not made or used in accordance with 
the terms of this Loan Agreement, or was at the time of disbursement in
 

violation of the legislation governing A.I.D., A.I.D., at is n:.i:, 

may, notwithstanding the availability of any other remedy provi "Tdfor
 

under this Loan Agreement or the exercise of the remedy provid&d for in
 

Section 8.1, require 
the Borrower to pay into A.I.D. United Statrs
 

dollars within thirty (30) 
 days after receipt of a request therefor, 

an amount not to exceed the amount of such disbarsement, and the
 

Beneiciary, if it is responsible for the improper documentation or
 

use of the disbursement, she.1 pay the Borrower in indonesian currency 

the equivalent, as computed in accordance with Section 9.2 hereunder,
 

of the amount to be paid to A.I.D. under this Section; provided that 

such request by A.I.D. shall be made not later than five (5) years 

after the date of the final disbursement hereunder. 
Any such refund
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received by A.I.D. shall be applied first to any accrued interest,
 

and then to installments of Principal in inverse order of their maturity.
 

SECTION 8.4. Waivers. No delay in exercising or omission 

to exercise any right, power or remedy accruing to A.I.D. under this 

Loan Agreement shall be construed as a waiver of any such right, 

power or remedy. 

SECTION 8.5. Expenses of Collection. All reasonable costs
 

incurred by A.I.D. (other than salaries of its staff) after an Event
 

of Default has occurred, in connection with the collection of amounts
 

due under this Loan Agreement, may be charged to the Borrower and
 

reimbursed as A.I.D. shall specify.
 

ARTICLE IX. 

Borrower Contribution to Beneficiary
 

SECTION 9.1. Terms of Contribution. Borrower will r-%Ied 

the proceeds of this Loan to Beneficiary on terms to be established
 

not later than May 22, 1973, or such other time as may be agreed to
 

in writing by A.I.D. Borrower, Beneficiary and A.I.D. will consult
 

together, and Borrower sha establish, with the concurrence of
 

Beneficiary and A.I.D., app pxiate terms for the reloan based upon
 

Beneficiary's financial condition as of the date of such consultations
 

and agreement, taking into account the recommendations of the management
 

consultant under Section 2.02(b) of the Project Agreement and the program
 

for implementing the :.'ecommendations agreed to by Beneficiary, Borrower,
 

the International Dcevelopment Association, and A.I.D. Under the repay

ment terms agreed upoa, which terms may be made retroactive to the
 

date of this agreement: 
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(a) Beneficiary ill have the right to prepay, without 

penalty, all or any part of the debt to the Borrower
 

on any date on which Beneficiary's interest payments
 

are due and payable. Any such payment will be applied 

first to payment of any accrued interest and then to
 
the remaining instalm3nts of principal in the inverse
 

order of maturity.
 

(b) A "maintenance of value" section, in the form of 

Section 9.2 below, will be included.
 

(c) All repayments made by Beneficiary to Borrower shall
 

be used for the development budget of the Borrower or
 

for such other economic development purposes as A.I.D.
 

may agree.
 

SECTION 9.2. Rate of Exchan e._ With respect to prini.l 
repayments and interest payments made to the Borrower by the e-neficiary
 
pursuant to Section 9.1 of this Loan Agreement:
 

(a) The amount of Indonesian currency equivalent to the 

United States dollar amount for which payment is due
 

shall be computed on the basis of the rate of exchange
 

prescribed in subsection (c)of this Section applicable
 

to such payment; provided that in any case where payment
 

ismade after the due date for that payment A.I.D. may
 

require that itbe computed on the basis of the prescribed
 

rate of exchange existing on the date of payment.
 



(b) 	In the event there is no prescribed rate of exchange
 

on the due date for a payment, the amount of Indonesian
 

currency equivalent to the United States dollar amount
 

of the obligation for which payment is due shall be
 

computed and paid on the basis of the prescribed rate
 

of exchange existing on the date nearest preceding the
 

due date for the payment on which such a rate can be 

ascertained. Within sixty (60) days after the first 

date after such due date on which a current prescribed 

rate of exchange can be ascertained, the Beneficiary 

shall, upon the request of A.I.D., make prompt payment 

to the Borrower, or the Bcrrci-ar, upon the request of 

A.I.D., shall make prompt reimbursement to the 

Beneficiary of the amo-mt of Indcnesian currency 

required to make the total payment of IndonesiLn 

currency equivalent in value to the United Str-Ces 

dollar amount of the obligation against which the 

payment was made, computed on the basis of the 

prescribed rate of exchange existing on the first date
 

following such die date on which such a rate can be 

ascertained.
 

(c) 	For purposes of this Section, -he prescribed rate of 

exchange betleen Indonesian currency and United States 

dollars on any particular date shall be the effective 

rate of exchange at which United States dollars are sold 
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or offered for sale on that date in exchange for 

Indonesian currency to residents of the Republic of
 

Indonesia, exclusive of Government entities, for
 

effecting:
 

(1) the payment of interest and repayment of priucipal 

,,)n loans; (2) the transfer of dividends and other forms 

of earnings on capital investments in the Republic of 

Indonesia; and (3) the transfer of investment capital; 

provided that there is only one such rate in the 

Republic of Indonesia for such transactions; provided 

that A.I.D. and the Rerublic of Indonesia may agree in 

writing on a rate of exchange applicable to this
 

agreement. If there is no written agreement bet! cen
 

A.I.D. and the Republi2 of Indonesia on the ra- of 

exchange applicable to this agreement, an 'f there
 

is no such single rate of exchange applics"".1 to all
 

of the thrae categories of transactions referred to in
 

the preceding sentence the applicable rate of exchange
 

on any particular date shall be the highest (i.e., the
 

largest number of units of Indonesian currency per
 

United States dollar) effective rate of exchange at
 

which United States dollars are sold or offered for sale
 

on that date to residents of the Republic of Indonesia,
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exclusive of Government entities, to effect transactions
 

within any of the three categories referred to in the 

preceding sentence.
 

ARTICLE X.
 

Miscellaneous.
 

SECTION 20.1. Designation of Representatives.
 

(a) A'I actions required or permitted to be performed or taken
 

under this Loan Agreement by the Borrower, the Beneficiary
 

or A.I.D. may be performed by their respective duly
 

authorized representatives.
 

(b) The Borrower hereby designates Prof. Widjojo Nitisastro, 

State Minister for National Development and Planning, 

Chairman of the National Planning Board ("Bappena.s") and 

the Beneficiarj hereby designates Ir.Abdul Kae', 

First Director, Perusahaan Listrik Negara (PLI-) as 

their respective representatives with authority to 

designate inwriting other representatives in their 

dealings with A.I.D. The representatives designated 

in or pursuant to the preceding sentence, unless A.I.D. 

is given notice otherwise, shall have authority to agree, 

on behalf of the Borrower and the Beneficiary respectively, 

to any modification of this Loan Agreement which does 

not substantially increase their obligations hereunder. 
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Until receipt by A.I.D. of written notice of revocation 

of the authority of any such representative, A.I.D. may 

accept the signature of such representative on any 

instrument as conclusive evidence that any action 

effected by such instrument is authorized by the party 

on whose behalf such representative purports to act. 

SECTION 10.2. Implementation Letters. A.I.D. shall from 

time to time issue Impleuentation Letters that will prescribe the 

procedures applicable hereunder in connection with the implementation 

of this Loan Agreement. 

SECTION 10.3. Communications. Any communication or document 

given, made or sent by the Borrower, the Beneficiary or A.I.D. pursuant
 

to this Loan Agreement shall be in vriting and shall be deemed *i have
 

been duly given, made or sent to the -arty to '-hich it is add:?ssed
 

when it shall be delivered by hand or by mail, telegram, cable or 

rqdiogram to such party at its following address: 

To the Borrower: 

Mail Address:
 

Departemen Luar Negeri
 
DJl. Singamangaradja 2
 
Djakarta, Indonesia
 

Cable Address:
 

Dep~u Djakarta 
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To the Beneficiarj:
 

Mail Address:
 

Perusahaan Listri Negara (PLN)
 
Djl. Trunodjojo Blok I1/135
 
Kebajoran Baru, Djakarta
 

Cable Address:
 

PLN PST, Djakarta 

To A.I.D.:
 

Mail Address:
 

United States Agency for International Development
 
American Embassy
 
Djakarta, Indonesia
 

Cable Address: 

USAID AMflM DJAKARTA 

Other addresses may be substituted for the above upon giving of notice 

as provided herein.
 

All communications and documents submitted to A.I.D. hereunder 

shall. be in English, and all technical and engineering s:<L"'fications 

therein shall be in English and in terms of United States standards 

except as A.I.D. may otherwise agree in writing.
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Executed at DJakarta, Indonesia, on the date first above written.
 

UNITED STATES OF VERICA 

By: Francis J. Galbraith
 
Title: Ambassador
 

THE REPUBLIC OF INDONESIA 

// 
By: Oemar Senoadji
 
Title: Minister for Foreign Affairs
 

ad-interim
 

PERUSAHAAN LISTRIK NEGARA 

By: Abdul Kadir 
Title: First Director
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AT=- "A" 

As used in this Agreewient, the "Project" shall mean the 

rehabilitation of eisting electric power distribution facilities
 

and the construction of naw overhead 20 kilovolt (KV) distribution
 

lines in the major cities of Peh-alongan, Tei .!, Purwokerto, and 

Tjilatjap, and including the smaller systais at Batang, Pemalang, 

Slawii, Brebes, Purbolinggo, Gombong, and Kiebumen. It 'uill also 

provide for the design and construction of approximately 120 miles
 

of 150 KV double circuit transmission line from Pekalongan west to
 

Tegal, then south to Purokerto and Tjilatjap; and the design and
 

at Tegal, Purwokerto andconstruction of 150/20 k71 substations 

Tjilatjap. 

The project includes the provision of tools and servize
 

equipment for system operation and maintenance, communications
 

equipment, and technical and management assistance to PLN to develop
 

sound management, operation and maintenance practices.
 


