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DEVELOPMENT CREDIT AGREEMENT !

AGREEMENT, ‘dated September 6, 1968, between REPUBLIC OF
InDONESIA (hereinafter called the Borrower) and INTERNATIONAL DEVELOP-
MENT ASSOCIATION (hereinafter called the Association).

Articie T
CREDIT REGULATIONS; SPECIAL DEFINITIONS

Section 1.01. The parties to this Agreement accept all the provisions
of Development Credit Regulations No. 1 of the Association dated June 1,
1981, as amended February 9, 19672 with the same force and effect as if
they were fully set forth herein (said Development Credit Regulations No. 1
being hereinafter called the Regulations).

Section 1.02. TUnless the context otherwise requires, the following
terms wherever used in the Development Credit Agreement have the follow-
ing meamings :

(@) “Mimistry” means the Ministry of Public Works and Power of the
Borrower;

(8) “Directorate” means the Directorate General of Water Resources
Development, an agency of the Borrower within the Ministry, and includes
any successor to such agency.

Article IT
TeeE CREDIT

Section 2.01. The Association agrees to make available to the Borrower,
on the terms and conditions in the Development Credit Agreement set forth
or referred to, a development credit in an amount in various currencies
equivalent to five million dollars ($5,000,000).

Section 2.02. (a}) The Association shall open a Credit Account ou its
books in the name of the Borrower and shall credit to such Account the
amount of the Credit.

(8) The amount of the Credit may be withdrawn from the Credit
Account as provided in, and subject to the rights of cancellation and suspen-
sion set forth in, this Agreement and the Regulations and in accordance with

! Came into force on 25 March 1969, upon notification by the Assaciation to the Government
of Indonesia,
2 See p. 168 of this volume.
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the allocation of the proceeds of the Credit set forth in Schedule 1 to this
Agreement, as such allocation shall be modified from time to time as provided
in such Schedule or by further agreement between the Borrower and the
Association.

Section 2.03. (a) The Borrower shall be entitled to withdraw from the
Credit Account in respect of the reasonable cost of goods required for the
Project and to be financed under this Agreement :

(i} such amounts as shall have been paid (or if the Association shall so
agree, as shall be required to meet payments to be made) in currencies
other than that of the Borrower, for expenditures under Categories 1
through. 5 of the allocation of the proceeds of the Credit set forth in Sche-
dule 1 to this Agreement; and

(ii} the equivalent of seventy-five per cent {75 %) of such amounts as shall
have been expended by the Borrower on the operation and maintenance
described under Category 6 of such Schedule 1; provided, however, that
if there shall be a change in the estimate of such expenditures or in the
total amount of the proceeds of the Credit allocated to such Category,
the Association shall by notice to the Borrower adjust the above per-
centage as required in order that withdrawals of the amount of the
Credit then allocated to such Category and not withdrawn may continue
pro rata with the expenditures to be made under such Category.

() Except as shall be otherwise agreed by the Association, no with-
drawals shall be made on account of expenditures made prior to the date of
this Agreement.

Section 2.04. The Borrower shall pay to the Association a service charge
at the rate of three-fourths of one per cent (34 of 1 9}) per annum on the
principal amount of the Credit withdrawn and outstanding from time to
time.

Section 2.05. Servicé charges shall be payable semi-annually on April 1
and QOctober 1 in each year.

Section 2.06. The Borrower shall repay the principal amount of the
Credit in semi-annual installments payable on each April 1 and October 1
commencing October 1, 1978 and ending April 1, 2018, cach installment to
and including the installment payable on April 3, 1988 to be one-half of
one per cent (¥ of 1 9%) of such principal amount, and each installment
thereafter to be one and one-half per cent (1 14 9%,) of such principal amount.

Section 2.07. The currency of the United States of America is hereby
specified for purposes of Section 3.02 of the Regulations.
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Article TIT
Use OF THE PROCEEDS OF THE CREDIT

Section 3.01. The Borrower shall apply the proceeds of the Credit
in accordance with the provisions of this Agreement to expenditures on the
Project, described in Schedule 2 to this Agreement. For the purpose, such
proceeds shall be made available to the Ministry for use by the Directorate.

Section 3.02. Except as the Association shall otherwise agree, (i} goods,
other than consulting services, to be financed out of the proceeds of
the Credit shall be procured on the basis of international competitive bid-
ding in accordance with the Guidelines for Procurement under World Bank
Loans and IDA Credits published by the Association in February, 1968
and in accordance with such other procedures supplementary thereto as
shall be agreed between the Borrower and the Association, and (ii) contracts

for the procurement of all goods shall be subject to the approval of the Asso-
ciation. '

Section 3.03. Except as the Borrower and the Association shall other~
wise agree, the Borrower shall cause all goods financed out of the proceeds
of the Credit to be used exclusively in the carrying out of the Project.

Article IV
PARTICULAR COVENANTS

Section 4.01. (a) The Borrower shall carry out the Project with due
diligence and efficiency and in accordance with sound agricultural, engineer-
ing, economic and financial policies and practices and shall make available,
or cause the regional administrations to make available, promptly as needed
the funds, facilities, services and other resources required for the purpose.

(b) In carrying out the Project the Borrower shall employ consultants
acceptable to the Borrower and the Association to work with the Directorate.
The nature and scope of the responsibilities of such consultants and the other
terms and conditions of their employment shall be determined in respect of
each part of the Project by agreement between the Borrower and the Asso-
ciation.” o '

(¢) Upon request from time to time by the Association, the Borrower
shall promptly furnish to the Association the plans, specifications and work
schedules for the Project, and any material modifications subsequently
made therein, in such detail as the Association shall request.
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(@) The Borrower shall maintain or cause to be maintained records
adequate to identify the goods financed out of the proceeds of the Credit,
to disclose the use thereof in the Project, to record the progress of the Project
(including the cost thereof) and to reflect in accordance with consistently
maintained sound accounting practices the expenditures and availability
of funds in respect of the works and facilities included in the Project, of
any agency or regional administration of the Borrower responsible for the
consiruction, operation or maintenance of such works and facilities or any
part thereof and shall enable the Association’s representatives to inspect the
Project, the operation of the works and facilities included therein, the goods
and any relevant records and documents.

(¢) The accounts relating to the Project to be kept pursuant to para-
graph (4) above shall be audited annually by an independent auditor accept-
able to the Association, and copies of the reports of such auditor shall be
furnished promptly to the Association.

Section 4.02. (a) The Borrower shall cause the works and facilities
included in the Project, and the machinery and equipment to be financed
out of the proceeds of the Credit, to be operated and maintained, and to be
renewed from time to time as necessary, in accordance with sonnd agricul-
tural, engineering, economic and financial policies and practices and shall
take such action as shall be reasonably required to ensure the economic use
of the water made available by such works for agricultural development.

(8} In order to assist in the provision of funds for the operation and
maintenance of the facilities included in the Project, the Borrower shall
obtain, from the users of such facilities, a substantial contribution towards
the cost of such operation and maintenance.

(¢) For the Way Seputih system, the Borrower, through the regional
administration, shall establish, maintain and enforce the collection of charges
which, upon completion of the system, will enable the recovery on an experi-
mental basis from the users of the irrigation system of the full costs of oper-
ation and maintenance of such system.

(d) With the assistance of the consultants, the Borrower shall study the
actual costs of operation and maintenance of all systems included in the
Project, and will submit to the Association its proposals for methods for
the financing of such costs, including the propartions thereof to be borne by
the users of the systems.
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