MILLENNIUM CHALLENGE COMPACT

BETWEEN

THE UNITED STATES OF AMERICA

AND

THE REPUBLIC OF INDONESIA




MILLENNIUM CHALLENGE COMPACT
TABLE OF CONTENTS

Page

Article 1. Goal and ODJECHIVES......cooiiii e 1
Section 1.1  COMPACE GOAL......ccouuiiiiieiiiiiieee e 1
Section 1.2  ProjeCt ODJECHIVES. ...ttt e e e eeeee 1
Article 2. FUNAING @Nd RESOUICES ... ..ccoiiiiiiieii ittt e eeees 2.
Section 2.1  Program FUNGING..........uuuiiiiiiiiii e e e 2.
Section 2.2 Compact Facilitation FUNAING............uuiiiiiiiiiii e 2
Section 2.3 MCC FUNGING ... .ot e e ae e 3
Y= Tox (o) o I S 1 o 10 ] 67 o [ | P 3
Y= Tox (o) o I S T 0] (T (= 3
Section 2.6 Government Resources; BUAQEL.........cooviiiiiiiiiiieiieiceee e 3
Section 2.7 Limitations a the Use of MCC FUNAING.........oooiiiiiiiiiiiiiieiiiii e 4.
SECHON 2.8  TAXES...iiiuiuiiieiiiiiti ettt e et e ettt e e et ettt e e e e e e e st raee e e e eeenaas 5
Section 2.9 Lower Middle INCOME COUNTIES.......cceviiiiiiieeiiiiiii e 6
Article 3. IMPIEMENTALION.........coui e e e e e e e e 6
Section 3.1 Program Implementation AgreemenLt..........cc..uvveviuiieeereeiieeeeiiieeeeaineeenns 6.
Section 3.2 Government ResponsibilitieS...........ccoeviiiiiiiiieeer e 6
Section 3.3 POliCY Perf@manCe...........oooeeiiiiiiie e ee e 7
Section 3.4 Accuracy of INformation..............coouiiiiiiieeee e 7
Section 3.5 Implementation LetterS.........ccuuiiiiiiii i e e e e e e e 7
Section 3.6 Procurement and GrantS...........cceuuuiiieeiieeeeiiinneeeeeeeiinneeeseeeesnssnnneeeeeenenid
Section 3.7 Records; ACCOUNTING; ACCESS.....ciiuuuieeieiiieeeeiieee e et e e eereeeeeaaeessannanaeeens 8
Section 3.8  AUAILS; REVIEWS. ......couiiiiiiiiiiiiis e a e e 8.
Article 4. COMMUNICALIONS ... .cciiiiiiiie et e et e et ae e e e e e e eaar e e e e eeaaanaeeeaanes 9
Section 4.1  COMMUNICALIONS. .. ...iiiiiiiiiiiee e et ettt e e et e e e e e eetraa e e e e e eeean e eeeeenenns 9.
Section 4.2 RePreSENIALIVES.........uiiiiiiie e e e e e e e e 10
SECHON 4.3 SIgNALUIES......uuiiiiii et e e e e e e e e e e e e e e e e aaaeeaennes 10
Article 5.  Termination; Suspension; Refunds..............ccooii i, 11
Section 5.1  Termination; SUSPENSION. .........iiiiiiii e iiieeeeie e a e e eans 11
Section 5.2 Consequence of Termination, Suspension or Expiration,...................... 12
Section 5.3 Refunds; VIOIatioN. ..........oouuiiiiiii e 12
Section 5.4 Late Payment INtereSt........cooviiiiiiii e 12

Section 5.5

SUINVIVAL. oo e e, 12



Article 6. Compact Annexes; Amendments; GOVerning Law............ccoevvviiieneeeeeennnnnnn. 13

Section 6.1
Section 6.2
Section 6.3
Section 6.4
Section 6.5
Section 6.6
Section 6.7

N ] 0153 (S PP 13
Amendments and Modifications..............cooeviiiiiiieeiin e, 13
DefinitioNs; INCONSISIENCIES. ... cu.ieiieeeee e ees 13
GOVEIMING LAW . ...ttt e e e e e e 13
Additional INStIUMENLS........ouuiiii e 13
References to MCC WEDSILE.........coouuiiiiiii e 14

References to Laws, Regulations, Policies and Guidelines; References to

Compact Expiration and Termination; Government SUCCESSOLS......cc.uuvererrnrereeeeenneenns 14
SeCtion 6.8 MCC SEAUS.....ceeui it e e e e e re e e e e e e ean e e e ean s 14
Article 7. ENtry INTO FOICE......cooui et e e eeanes 15
Section 7.1 DOMESHIC PrOCEAUIES.........ccuuuiiiieiiiiiiiee e 15
Section 7.2 Conditions Precedent to Entry into FOICE.........ccccvoviiiiiiiieeeiiiieeeiieeees 15
Section 7.3 Date of ENtry INt0 FOICE.........oiiviii e e e e e 15
Y= Tox (o) o A S @ .4 o = T A =T 1 15
Section 7.5 Provisional APPlICAtION..........eiveuieieie e e 16

Annex |.
Annex II:
Annex Il
Annex |V:
Annex V:

Annex VI:

Program Description

Multi-Year Financial Plan Summary

Compact Monitoring & EvaluatioRramework

Conditions Precedent to Disbursement of Compact Facilit&tiowling
Definitions

Tax Exemption Mechanisms

Annex VII:  Additional Conditions Precknt to Entry into Force

Toc-ii




MILLENNIUM CHALLENGE COMPACT
PREAMBLE

This MILLENNIUM CHALLENHEpad QMPACT D e twheies1 [fi h
States of Americd t HJpitediStates ,)Jand the Republic dhdonesig t hGeverimend).

The United States and the Governmargcollectivelyreferred to a¢ h Barti6d a n d
each individuallyasa Pdrty.0

Recalling thathe Parties successfully concluded an initial Millennium Challenge
Compact (which entered into force on April 2, 2013, arpiredby its terms on April 2, 2018)
that advanced the progress of Indonesia in achieving lasting economic growth and poverty
reduction, demonstrated the strong partnership between the Partiagsaimaplemented in
accordance with the core policies and standards of the Millennium Challenge Corporation
( MCCo ) ;

Recognizing that the Partiase committed to the shared goals of promoting economic
growth and the elimination of extreme povertyridoresiaand that assistance under this
Compact supporthidonesi®@ s demonstrated commitment to sire
economic freedom and investmentstgpeople;

Recalling that the Government consulted with the private seatademiaand civil
society ofindonesiao determine the priorities for the use of assistamoter this Compaand
developed and submitted to MCC a proposal for such assistance to achieve lasting economic
growth and poverty reduction;

Recognizing that the United States wishes to help the Government implement the
program described herein to achieve the goal aretbbgs described herein (as such program
description and objectives may be amended from time to time in accordance with the terms of

t hi s ComRprag@ard,)and he

Recognizing that MCC shall serve as an implementing agency for the United States undel
this Compact

The Parties hereby agree as follows:

ARTICLE 1.
GOAL AND OBJECTIVES

Section 1.1 Compact GoalThe goal of this Compact is to reduce poverty through economic
growth inindonesig t Cempdéct Goad )MCC shall provide assistance in a manner that
strengthens good governance, economic freedom, and investments in the phajuaagia

Section 1.2 Project ObjectivesThe Program consists of the three projectsrdsst in Annex
|( eacHmiojeed fiand col |Peoedtdd vel YThethlej éicti ve of ealch
Pr oj ect Projécelbjective a aiid c ol |PeopdtObjeetiveg ): it e 0

(a) to improve transport planning and preparation inTtaeget Provincegas defined



below) ( ATLAS Project Objective ;)

(b)  toreach financial close on transactions using structured finance, including deals
with institutional investors and with a focus on local currency transadtiégidD Project
Objectived ;)and

(©) to increase |l ending by fRsPsmalt é&,i maanrcaoal
small and medium enterprises owned by women or men in the Target PrqvNM&E
Finance Project Objective).

ARTICLE 2.
FUNDING AND RESOURCES

Section 2.1 Program Funding

Upon entry into force of this Compact in accordance with Section 7.3, MCC shall grant to the
Government, under the terms of this Compact, an amount not to eSizdeédndredTwenty-

FourMillion EightHundredTwenty-Four Thousand-ive HundredForty-ThreeUnited States

Dollars (US$24824543 ( FrogramFundingd) f or wuse by the Goverirnme
Program. The mulyear allocation of Program Funding is generally describédairex II.

Section 2.2 Compact Facilitation Funding

€) Upon the signing of this Comapt, MCC shall grant to the Government, under the
terms of this Compact and in addition to the Program Funding described in Section 2.1, an
amount not to exceed TwerBour Million OneHundredSeventyFive Thousand-ourHundred
Fifty-SevenUnited States Ditars (US®4,175457) Cprfipact Facilitation Fundingg o r
AICFFO) under Section 609(g) of the Mi |l MEMmni uipnp C
Acto) , for use by the Government to facilitatle
following purposes:

0] financial management and procurement activities;

(ii) administrativesupport expensesich as staff salariegent and associated
improvements, publication costs, costs to hire stesrh experts, and the costsiofformation
technologyandequipmentequirements

(i)  monitoring and evaluation activities;
(iv)  feasibility, designand other project preparatory studies;
(V) transaction advisory serviges

(vi)  pilot testng the capacity development programtwo Target Province
for the Climate Resilience $tactivity (as defined belowpand

(vii)  other activities to facilitateompact implementation as approved by MCC.



The allocation of Compact Facilitation Funding is generally describAdmex I1.

(b) In accordance with Section 7.5, this Section 2.2 and other provisions of this
Compact applicable to Compact Facilitation Funding shall be effective, for purposes of Compact
Facilitation Funding only, as of the date this Compact is sighedeblparties

(©) Each Disbursement of Compact Facilitation Funding is subject to satisfaction of
the conditions precedent to swdisbursement as set forth Annex IV.

(d) If MCC determines that the full amount of Compact Facilitation Funding
available under Section 2.2(a) exds the amount that reasonably can be utilized for the
purposes set forth i8ection 2.2(a), MCC, by written notice to the Government, may withdraw
the excess amournhereby reducing the amount@dmpact Facilitation Fundingvailable
under Section 2.2)( s uc h e xEgcess €FF Amdurd ) i | n ,sha arfouneol e n t
Compact Facilitation Funding granted to the Government under Section 2.2(a) shall be reduced
by the Excess CFF Amount, atige United Stateshall have no further obligations with resp
to such Excess CFF Amount.

(e) MCC, at its option by written notice to the Government, may elect to grant to the
Government an amount equal to all or a portion of such Excess CFF Amount as an increase in
the Program Funding, and such additional PrograndiRgrshall be subject to the terms and
conditions of this Compact applicable to Program Funding.

Section 2.3 MCC Funding

Program Funding and Compact Facilitation Funding are collectively referred to in this Compact
a sSMC& Funding,p 6 and includes any refunds or reimjur
Compact Facilitation Funding paid by the Government in accordance with this Compact.

Section 2.4 Disbursement

In accordance with thi€ompact and the Program Implementation Agreement, MCC shall

disburse MCC Funding for expenditures incurred in furtherance of the Program (each instance, &
fiDisbursemend ) . Subject to the satisfaction of alil
ofDi sbur sements shall be made available to tihe
deposit to one or more bank accounts established by the Government and acceptable to MCC

( e a c Bermittad Aicoundb ) or ( b) dathireépartyaspagmenterartamdurt

from MCA-Indonesidl for the implementation of the Program. MCC Funding may be expended

only for Program expenditures.

Section 2.5 Interest The Government shall pay or transfer to MCC, in accordance with the
Program Implementation Agreement, any interest or other earnings that accrue on MCC Funding
prior to such funding being used for a Program purpose.

Section 2.6 Government Resources; Budget

(a) Consistent wittsedion 609(b)(2) of the MCA Act anthe Guidelines for
Country Contributionsthe Government shall make a contribution of no less Foaty-Eight
Million Six HundredSeventyFive Thousand United States Dollars (U8%75000) over the



period from the signing of this Compact to the end ofGbmpact Term toward meeting the
Project Ob@Gavernment @stribtiboh)e. dverhllallocation of the Government
Contribution is generally describedAmnex II, and a more detailed adlation shall be described

in the Program Implementation Agreement, along with additional terms and conditions
applicable to the Government Contribution. The Government Contribution shall be sulbfect to
prevailing laws and regulatioms Indonesigor the budgeting and appropriation of such
contributionAt MCCO6s request, the Government shal/l
appropriated or otherwise ensured that the Government Contrilshiadibe made available for
Program requirementduring implementation of the Program, the Government Contribution

may be modified with MCC approval as provided in @gdelines for Country Contributions
providedthat the modified contribution continues to advance the Project Objedtivaddition,

the Government shall provide all funds and other resources, and shall take all other actions, that
are necessary to carry out the Governmentoés

(b)  The Government shall use its best efforts to ensure that all MCC Funding it
receives or is projected to receive in each of its fiscal years is fully accounted for and identified
in its annual budget for the duration of the Program.

(© The Government shall not reduce the normal and expected resources that it would
otherwise budget fahe activities contemplated under this Compact and the Prodgram.
addition, unlesshe Government discloses otherwise to MCC in writing, MCC Funding shall be
in addition tosuchresources.

Section 2.7 Limitations on the Use of MCC Fundinfihe Government shall ensure that MCC
Funding is not used for any purpose that would violate United States law or policy, as specified
in this Compact or as further notified to the Government in writing, inetudut not limited to

the following purposes:

(a)  for assistance to, or training of, the military, police, militia, natiguelrd,or
other quasimilitary organization or unit;

(b)  for any activity that is likely to cause a substantial loss of United Statesrj@abs
substantial displacement of United States production;

(©) to undertake, fund or otherwise support any activity that is likely to cause a
significant environmental, health, or safety hazard, as further descritd@ i@ &isvironmental
Guidelinesand any gilance documents issued in connection with such guidelines (collectively,
t h Enviidnmental Guidelines ) ; or

(d) to pay for the performance of abortions as a method of family planning or to
motivate or coerce any person to practice abortions, to pay foetfempance of involuntary
sterilizations as a method of family planning or to coerce or provide any financial incentive to
any person to undergo sterilizations or to pay for any biomedical research which relates, in whole
or in part, to methods of, or tipgerformance of, abortions or involuntary sterilization as a means
of family planning.



Section 2.8 Taxes

(a) The Government shall ensure that all MCC Funding is free &lbtaxes, duties,
levies,andother similar chargesnposedn accordance with prevailing tax laws amgulations
in Indonesiady or in Indonesia (whether at the national, regional, local or other [gwlhot
fees or charges for services that are generally applicabldamesiareasonable in amount and
imposedonaned i s cr i mi n alaxe® .yWithoat imitieg the @enerality of thecope
of the previous sentenc®ICC Funding shall be free froamy and albf the following, whether
or notsuchTaxescurrently exist inhdonesia(i) tariffs, customs duties, import taxes, export
taxes, and other similar charges on any goods, works or services introdudedomniesian
connection with the Program; (tdriffs, customs duties, import taxes, export taxes, and other
similar charges on any personal effects, vehicles, equipment, supplies, or other items imported
into Indonesia by any personnel, including any providers of goods, works, or services to the
Programfor their own use, which personnel or providers are preseéheinountry to perform
work in connection with the Program and are not citizens or permanent residents of Indonesia;
(i) sales tax, value added tax, excise tax, property transfer tax, and other similar charges on any
transactions involving goodgorks or services in connection with the Progréw taxes and
other similar charges on ownership, possession or use of any property in connection with the
Program and (v) taxes and other similar charges on income, profits or gross receipts attributable
to work performed in connection with the Program and related social security taxes and other
similar charges on all natural or legal persons performing work in connection with the Program
except: (1) natural persons who are citizens or permanent residémionesia; and (2) legal
persons formed under the laws of Indonesia

(b)  The mechanisms that the Government shall use to implement the tax exemption
required by Section 2.8(a) for certain principal Taxes are set foRhnexVI of theCompact
Such mechaisms may include exemptions from the payment of Taxes that have been granted in
accordance with applicable lawv refund or reimbursement of Taxes by the Government to
MCC, MCA-Indonesidl or to the taxpayer. For the avoidance of doubt, the identifrtétio
lack of identification) of Taxes1 AnnexVI of theCompactshall in no way limit the scope of
the taxfree treatmendf MCC Fundingrequired bythis Section2.8. In addition, the Government
shall from time to time execute and deliver, or cause to be executed and delivered, such other
instructions,nstrumentsor documents, and to take or cause to be taken such other actions as
MCC mayadviseis hecessary or apppaate to implement the provisions of this Secto@

(©) Unless otherwise specifically provided herein or inB&, if a Tax has been
paid contrary to the requirements of Section 2.8(@rorex VI of the Compact the Government
shall refund promptly tdCC (or to another party as designated by MCC) the amount of such
Tax in United Statedollars or the currency dhdonesiawithin forty-five (45) days (or such
other period as may be agreed in writing by the Parties) after the Government is notified in
writing (whether by MCC or MCAnNdonesidl) that such Tax has been paid. Failure to refund
such amount within the specified time shall result in interest accruing on the unpaid amount in
accordance with Section 5.4.

(d)  The Government shall not apply any MCOnBing,the Government
Contribution, any proceeds thereof or any Program Assets to satisfy its obligations under Section
2.8(c).



Section 2.9 Lower Middle Income CountrieSection 606(b) of the MCA Actstricts the

amount of assistance that MCC may provide tjo
defined in the MCA Act and includes I ndones|i a
reasonable discretion, that the amount of Program Fumgglanged to the Government in this

Compact might exceed the limit stipulated in Section 606(b) of the MCA Act, MCC, at any time

and from time to time upon written notice to the Government, may reduce the amount of

Program Funding, or withhold any Disbursam of Program Funding.

ARTICLE 3.
IMPLEMENTATION

Section 3.1 Program Implementation Agreemefte Parties shall enter into an agreement

providing furtherdetail on the implementation arrangements, fiscal accountability and

disbursement and use of MCC Funding and the Government Contribution, among other matters

( t WPegrain Implementation Agreemeat d@KA0 Yi; and t he Government s
Program in accordance with this Compact, the PIA, any other Supplemental Agreement.

Section 3.2 Government Responsibilities

(@) The Government has principal responsibility for overseeing and managing the
implementation of the Program.

(b)  The Governmenhereby designates Millennium Challenge Account Indonesia Il,
established asseparatdegal entity with legal personality created through the issuance of
Minister of National Development Planning Regulatiomiber 5/2022 as promulgated on
August 9, 2022as further described in Annexds the accountable entity to implement the
Program and to exercise and perform the Govier
and implement the Program, including vath limitation, managingmplementation of the
Projects and their Activities, allocatimgsourcesand managing procurements. Such entity shall
be ref err eMCAIonbsalt,ed reasthdsautliority to bind the Government with
regard to all Program activities. The Government hereby also designatesnd@#esidl to
exercise and perform the Governmentds rightj a
the activities described the Grantand ImplementatioAgreement, dateds of February 4,
2021, by andbetweerthe Governrmerand MCC( as amended or otGbEr wi s|e
Agreemend )The Parties note the Government remains fully responsible for the perforafance
its obligationsandresponsibilities undehis Compact notwithstanding the designation of this
Section 3.2(k)and any provision of this Compact, tREA or anyotherSupplemental
Agreement obligating MCAndonesidl to take any action or refrain from taking argfian, as
the case may be, means the Government shall causelMidAesidl to take such action or
refrain from taking such action, as the case may be. MCC hereby acknowledges and consents tc
the designation in this Section 3.2(b).

(© The Government shall sare that any Program Assets or services funded in
whole or in part (directly or indirectly) by MCC Funding are used solely in furtherance of this
Compact and the Program unless M&provestherwise in writing.



(d)  The Government shall take all necessary or appropriate steps to achieve each of
the Project Objectives during the Compact Term (including, without limiting Section 2.6(a),
funding all costs that exceed MCC Funding and are required to carry out the teznfsane
achieve such objectives, unless M@gaprovetherwise in writing).

(e)  The Government shall ensure that the Program is implemented, and that the
Government carries out its obligations hereunder, with due care, efficartyiligencen
conformitywith sound technical, financial, and management practices, and in conformity with
this Compact, the Program Implementation Agreeneadhother Supplemental Agreement,
and the Program Guidelines.

) The Government shall retain ownership of any Intellectuap&ty developed, in
whole or in part, with MCC Funding he Government hereby grantsthe United Statea
perpetual, irrevocable, royaHyee, worldwide, fully paid licens@ncluding the right to assign
such licensejo practice or have practiced g behalf (including the right to produce,
reproduce, publish, repurpose, use, store, modify, or make available) any portion or portions of
suchintellectual Property ahe United Statesees fit in any medium, now known or hereafter
developed, for anyyrpose whatsoever.

Section 3.3 Policy Performancen addition to undertaking the specific policy, legaid
regulatory reform commitments identified Amnex I (if any), the Government shall seek to
maintain and to improve its level of performance under the policy criteria identified in Section
607 of the MCA Act, and the selection criteria and methodology used by MCC.

Section 3.4 Accuracy of InformationThe Government assures MCC that, as of the date this
Compact is signed by the Government, the information provided to MCC by or on behalf of the
Government in the course of reaching agreement on this Compact is true, eodeximplete

in all material espects.

Section 3.5 Implementation Letterd~rom time to time, MCC may provide guidance to the
Government in writing on any matters relating to this Compact, MCC Funaling

implementation of the Program. The @owment shall use such guidance in implementing the
Program. The Parties may also issue joint writings to confirm and record their mutual
understanding on aspects related to the implementation of this Compact, the PIA or other relatec
agreements, including record any revisions, exceptions, or modifications that are permitted
hereunderSuchwritings are referred thereina simpfiementation Letters 0

Section 3.6 Procurement and Grants

(@) The Governmenshall ensure that the procurement of all goods, wankd
services to implement the Program shall be in accordanceheiBrogram Procurement
Guidelines The Program Procurement Guidelines include the follownayisions among
others:

0] open, fair, angdompetitive procedures must be used in a transparent
manner to solicitaward,and administer contracts and to procure goods, Wwardservices;

(i) solicitations for goods, works, and services must be based upon a clear and
accurate description of the gapadvorks and services to be acquired,;

7



(i)  contracts must be awarded only to qualifeed eligiblecontractors that
have the capability and willingness to perform the contracts in accordance with their terms on a
cost effective and timely basis; and

(iv)  no more han a commercially reasonable price, as determined, for
example, by a comparison of price quotations and market prices, shall be paid to procure goods,
works and services.

(b)  The Governmenghall ensure that any grant issued in furtherance of the Program
(eahh, Gantdil) i s awar ded, I mpl emented, and manacdied
procedures in accordance witte Program Grant Guidelines

Section 3.7 Records; Accounting; Access

(@) Government Books and Recorddie Government shall maintain, and shall use
its best efforts to ensure that all Covered Providers maintain, accounting books, records,
documentsand other evidence relating to the Progedequate tshowt o MCCO6s sat i || f &8
the use of all MCC Fundinghe Government Contributipandthe implementation and results
of t he BompagtrRacords()Gompact Records must be maintained for at least five (5)
years after the end of the Compact Term or tmhdonger period, if any, required in connection
with any litigation, claims, audit findings, or applicable legal requiremdntaddition, the
Government shall furnish or cause to be furnished to MCC, upon its request, originals or copies
of such Compet Records.

(b)  Accounting The Government shall maintasnd shall use its best efforts to
ensurethat all Covered Providers mainta@ompact Records in accordance with generally
accepted accounting principles prevailing iln
with MCC6és prior written approval, other acjco
the InternationBAccounting Standards Board, or (ii) then prevailingndonesia

(©) Access Upon MCCb6s request, the Gover nment,
permit, or cause to be permitted, authorized representatives of MCC, the Inspector General of
MC C IngpeéctorGerraldo ) , t he United States Government]| Ac

responsible for an audit contemplated herein or otherwise conducted in furtherance of this
Compact, and any agents or representatives engaged by MCC or the Government to conduct an |
asessment, revievor evaluation of the Program, the opportunity to audit, review, evaluate or
inspect facilities, assetand activities funded in whole or in part by MCC Funding or the
Government Contribution.

Section 3.8 Audits; Reviews

€) Government AuditsThe Government shall, on at least an annual basis (or on
such otheintermittentbasis as requested by MCC in writing), conduct, or cause to be conducted,
financial auditsand review engagemendsall disbursementsfdMCC Funding and the
Government ContributiorThe initial audit shall cover the period from signing of this Compact
until the initial audit period end date specified in an audit plan deedkpd implemented by
MCA-Indonesidl in accordance with the AitdGuidelines(as defined belowand Program
| mpl ement ati onAudi@lané g mensubsbgquént audits shal
month period thereafter, through the end of the Compact Term, as well as -thaylj2€riod

8



following expiration of the Comact Term.All such auditsand review engagemerghall be

performed in accordance wiind subject tohe terms othe Accountable Entities Guidelines for
Contracted Financial Audité t PAedit Guideline® ) or such ot her procelss:
MCC may direct from time to time. In addition, the Government shall ensure that such audits are
conducted by an independent auditor approved by MCC and selected in accordance with the

Audit Guidelines. Each audinust be completed, and the draft audit report delivered to MCC, no

later than 120 days after the applicable audit period, or such other period as the Parties may
otherwise agree in writing. Any changes to the period to be audited shall be inclticedualit

Planas approved by MCC or as agreed by the Parties in writing.

(b)  Audits of Other EntitiesThe Government shall ensure that M@@nced
agreements between the Governnardany Covered Provider state that the Covered Provider
is subject to audit iaccordance with the Audit Guidelines.

(©) Corrective ActionsThe Government shall use its best efforts to ensure#uét
Covered Provider (i) takes, where necessary, appropaiadetimely corrective actions in
response to audits, (ii) considers whetlertesults otheCover ed Provi der 0s L ud
adjustment of the Governmentds records, andj| (
its records and financial statemeras necessary.

(d)  Audit by MCC. MCC shall have the right to arrange for audits of the
Government 6 s us e obtie GW&@nermt Gamtdbutory a n d

(e) Cost of Audits, Reviews or EvaluatiordCC Funding may be used to fund the
costs of any audits, reviews or evaluations requireeutiis Compact.

ARTICLE 4.
COMMUNICATIONS

Section 4.1 CommunicationsAny document or communication required or submitted by

either Party to the other under this Compact must be in writing and, except as otherwise
approvedoy MCC, in English. All such documents or communication must be submitted to the
address of each Pwarset forth below or to such other address as may be designated by any Party
in a written notice to the other Party.



To the United States

Millennium Challenge Corporation
Attention:  Vice President, Compact Operations
(with a copy to the Vice Presidentch@eneral Counsel)
1099 Fourteenth StreédW Suite 700
WashingtonDC 20005
United States of America
Telephone: +1 (202) 5213600
Email:
VPOperations@mcc.gov (Vice President, Compact Operations)
VPGeneralCounsel@mcc.gov (Vice President and Generaisel)

To the Government

Ministry of National Development Planning/

National Development Planning Agency (BAPPENAS)

Attention: Secretary of thelinistry of National Development Planning/Executive
Secretary of the National Development Planrggncy

Jalan Taman Suropati 2, Jakarta Pusat 10310

Republic of Indonesia

Tel: +62-21-3920353

Fax: +62-21-394315

Section 4.2 Representatives-or all purposes relevant to implementation of this Compact, the
Government shall be represented by the individual holding the position of, or acting as,
Secretary of thdlinistry of National Development Planning/Executive Secretary of the National
Development Planning Agenof the Republic ofndonesiaandthe Urnted Stateshall be
represented by the individual holding the position of, or acting as, Vice President, Compact
Operationof MCC( eac h of t hPeincibabRegreseniativay)EachaPrirftipal
Representative may sign the PIA on bebélts Party. Each Party, by written notice to the other
Party, may designate one or mor e a ddilonal on al
Representatve ) f or al | p implgmergagion of this Campaxtrexcept far

amending this Compact pursuant to Section 6.Z(@g. Government hereby designaties

Deputy Minister of Development Fundimd the Ministry of National Development
Planning/National Development Planning Agertye Director of Bilateral Fundingf the

Ministry of National Development Planning/National Development Planning Agamcihe
Executive Directoof MCA-Indonesidl as Additional Representatiséor the GovernmeniThe
United Statediereby designatdd C C @seputy Vice President, Department of Compact
OperationEEAPLA and Resident Country Director fordonesiaas Additional Representatives

for the United States. A Party may change its Principal Representative to a new representative
that holds a position of equal or higher authority upon written notice to the other Party.

Section 4.3 SignaturesSignatures to this Compact and to any amendment to this Compact
shall be original signaturegppearing on the same page or in an exchange of letters or diplomatic
notes
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ARTICLE 5.
TERMINATION; SUSPENSION; REFUNDS

Section 5.1 Termination; Suspension

(@) Either Party may terminate this Compaathout causen its entirety by giving
the other Partyhirty 30)day so6 prior written notice. MCC
without causen part by giving the Governmettiirty (30)d ay s 6 ifen motice. wr

(b)  The United Statesay, immediately, upon written notice to the Government,
suspend or terminate this Compantd MCC may, immediately, upon written notice to the
Government, susperat terminateMCC Funding in each casen whole or in partand any
obligation related thereto, if MCC determines that any circumstance identified by MCC as a
basis for suspension or termination (as notified to the Government in writing) has occurred,
which circumstances include but are not limited to the follgwin

0] the Government fails to comply with its obligations under this Compact or
any other agreement or arrangement entered into by the Government in connection with this
Compact or the Program;

(i) any statement, affirmation or assurance made or deemeday &oke
Governmentn this Compact, the Program Implementation AgreementptrgrSupplemental
Agreement, or in any certificate or other document delivered in connection with this Compact
proves to have been incorrect or misleadingny material respeeis of the date when made or
deemed made;

(i)  an event or series of events has occutinatimakes it probable that aafy
theProject Objectiveis not going to be achieved during the Compact Term or that the
Government is not going to be able to perform its obligations under this Compact;

(iv)  ause of MCC Funding or continued implementatiothcf Compact or
the Program violates applicable law or United States Government policy, whether now or
hereafter in effect;

(V) the Government or any other person or entity receiving MCC Funding or
using Program Assets is engaged in activities that are cptdrghe national security interests of
the United States;

(vi)  an act has been committed or an omission or an event has occurred that
would rendetndonesianeligible to receive United States economic assistance under Part | of
the Foreign Assistance Act @961, as amended (22 U.S.C. 2¥5%eq), by reason of the
application of any provision of such act or any other provision of da;

(vii) the Government has engaged in a pattern of actions inconsistent with the
criteria used to determine the eligibility lsfdonesidor assistance under the MCA Act.
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Section 5.2 Consequences of Termination, Suspension or Expiration

(@) Upon the suspension or termination, in whole or in part,isf@Gompact or any
MCC Funding, or upon the expiration of this Comp#ut, provisions oection 4.2 othe
Program Implementation Agreement shall govern the-gpuspension, posermination or post
expiration treatment of MCC Funding, any related Disbomsnts and Program Assets. Any
portion of this Compact, MCC Funding, the Program Implementation Agreeanerty other
Supplemental Agreement that is not suspended or terminated shall remain in full force and
effect.

(b) MCC may reinstate anguspended or terminated MCC Funding under this
Compact if MCC determines that the Government or other relevant person or entity has
committed to correct each condition for which MCC Funding was suspended or terminated.

Section 5.3 Refunds; Violation

(@) If any MCC Funding, any interest or earnings thereon, or any Program Asset is
used for any purpodéat violateghe terms of this Compact, thére United Statesay require
the Government to repay to MCC in United 8&Dollars the value of the misused MCC
Funding, interest, earnings, or asset, plus interest thereon in accordance with Section 5.4 within
thiry0))days after the Governmentods receipt of [[MC
Government shall not use MCC Fungl, the Government Contributiopyoceeds thereof or any
Program Assetto make such payment.

(b) Notwithstanding any other provision in this Compact or any other agreement to
the contrarythe United StateSright under Section 5.3(a) to obtain a refund Ist@htinue
during the Compact Term and for a period of (i) fig¢years thereafter or (ii) or(@) year after
MCC receives actual knowledge of such violation, whichever is later.

Section 5.4 Late Payment Interestf the Government fails to pay any amount under this
Compact or the Program Implementation Agreement when due (including amounts under Sectiol
2.8(c) and 5.3(a)), the Government shall pay interest on such past due amount. Interest shall accrje
on such mount at a rate equal to the then current US Treasury Current Value of Funds Rate,
calculated on a daily basis and a @By year from the due date of such payment until such amount

is paid in full. Any such payment shall first be credited against intdtesstand once the interest

due amount is extinguished, then payments shall be credited against outstanding principal.

Section55 Survival The Governmentds responsibilitids
(Limitations onthe Use of MCC Fundinggection2.8 (Taxes)Section3.2(f) (Government
Responsibilities)Section3.7 (Records; Accounting; AccesSection3.8 (Audits; Reviews),

Section5.2 (Consequences of Termination, Suspension or ExpiraBenjion5.3 (Refunds;

Violation), Section5.4 (Late Payment Interest), aBdction6.4 (Governing Law) shall survive

the expiration, suspensipor termination of this Compact, provided that the terms of Section 2.8

shall survive foonlyl 20 days foll owi ratipn.t hi s Compact ds [pX|
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ARTICLE 6.
COMPACT ANNEXES; AMENDMENTS; GOVERNING LAW

Section 6.1 AnnexesEach annex to this Compact constitutes an integral part hereof, and
refer eMnoexds meoani an annex to thisohemisgpact unf|les

Section 6.2 Amendments and Modifications

(@) The Parties may amend this Compact only by a written agreement. Such
agreemenshall specify how it enters into force.

(b) Notwithstanding subsection (a), the Parties agree that the Government and MCC
may by written agreement, which shall enter into force upon signature, modify any Annex to, in
particular, but without limitation (i) ®pend, terminate or modify any Project or Activity, (ii)
change the allocations of funds as set fortAnmex I, (iii) modify the implementation
framework described iAnnex |, (iv) add, change or delete amgdicator,Baseline oiTarget or
other informaon set forth inAnnex Il in accordanceavith the M&E Policy, or (v) add, modify
or delete any condition precedent describeflrinex 1V or Annex VII; provided thatin each
case, any such modification (A) is consistent in all material respectshaifProject Objectives,

(B) does not cause the amount of Program Funding to exceed the aggregate amount specified ir
Section 2.1 (as may be modified by operation of Section 2.2(e)), (C) does not cause the amount

of Compact Facilitation Funding to exceee #iggregate amount specified in Section 2.2(a), (D)
does not reduce the Governmentodés responsi bifl i
Section 2.6(a), and (E) does not extend the Compact Term.

(©) The Parties understand that any amendment of tmgp@ct or any modification
of any Annex pursuant to this Section 6.2 may be entered into by the Government without the
need for further action by the Government (including any parliamentary action), or satisfaction
of any additional domestic requirementdradonesia

Section 6.3 Definitions, Inconsistencies

€) Capitalized terms usdtkereinshall have theespectivaneaninggiven such
termsin Annex V.

(b) In the event of any conflict or inconsistermgtween:

0] any Annex and any of Articles 1 through 7, such Articles 1 through 7, as
applicable, shall prevail; or

(ii) this Compact and any other agreement between the Parties regarding the
Program, this Compact shall prevail.

Section 6.4 Governing Law This Compact is an international agreement and as such shall be
governed by international law.

Section 6.5 Additional InstrumentsAny referencen this Compacto activities, obligationsr
rights existing under or in furtherance of this Compact shall include activities, obligations and
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rights existing under or in furtherance of any agreement, document or instrument related to this
Compact and the Program.

Section 6.6 References to MCC Websitgnless expressly provided otherwise, any reference

in this Compact, the PIA or any other agreement entered into in connection with this Compact, tc
a document or information available on, or notified bgtphg on the MCC Website shall be

deemed a reference to such document or information as updated or substituted on the MCC
Website from time to time.

Section 6.7 References to Laws, Reqgulations, Policies and Guidelines; References to Compaci
Expiration and TerminatigriGovernment Successors

(@) Unless expressly provided otherwise, each reference ictmgact, the PIA or
any other agreement entered into in connection with this Compact, to a law, regulation, policy,
guideline or similar document shall be construed as a reference to such law, regulation, policy,
guideline or similar document as it maygrn time to time, be amended, revised, replaced, or
extendedand shall include any law, regulation, policy, guideline or similar document issued
under or otherwise applicable or related to such law, regulation, policy, guideline or similar
document.

(b) Unless expressly provided otherwise, each reference in this Compact, the PIA, or
any other agreement entered into in connection with this Compact, to a policy, guideline,
guidance paper, or similar document shall be construed as a reference to an MgZC polic
guideline, guidance paper, or similar document relating to the administration offivid€d
assistance programs, in each case, as such may be posted from time to time on the MCC
Website.

(©) Unless expressly provided otherwise, each reference in this CartipaPIA, or
any other agreement entered into in connection with this Compact, to a Government ministry
shall be construed to include any successor ministry with the relevant subject matter or sector
authority.

(d) Each reference in this Compact, the PlAany other agreement entered into in
connection with this Compact, to the Compac|to
Compact Term ends if the Compact is not terminated earlier, which in accordance with Section
7.4 is five(5) years after its dry into force. Each reference in any of the aforementioned
documents to the Compactds Aterminationo refe
its expiration in accordance with Section 5.1.

Section 6.8 MCC StatusMCC is a United States government corporation acting on behalf of
the United States in the implementation of this Compiaet.United Statesincluding MCC,
assumeno liability for any claims or loss arising out of activities or omissions under this
Compact. The Government waives any and all claims against the United Bicteing MCC,
andany current or former officer or employee of the United Statetuding MCC for all loss,
damage, injury, or death arising out of activities or omissions under this Coapaetigrees

that it shall not bring any claim or legal proceeding of any kind against any of the above entities
or persons for any such loss, damage, injargeath. The Government agrees that the United
Statesincluding MCC,andany current or former officer or employee of the United States
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including MCC,shall be immune from the jurisdiction of all courts and tribunalsddnesiaor
any claim or lossrasing out of activities or omissions under this Compact.

ARTICLE 7.
ENTRY INTO FORCE

Section 7.1 Domestic Procedure$he Government shall proceed in a timelgnner to
complete all of its domestic requirements for this Compact and the PIA to enter into force

Section 7.2 Conditions Precedent to Entry into FarBach of the following conditions must
be met to MCCO6s satisfaction before this Cojmp

(@) the Program Implementation Agreeméat beesigned by the parties thereto;
(b)  The Governmenhas delivereto MCC.:

0] a letter signed and dated by the Principal Representative of the
Governmat, or such other duly authorized representative of the Government acceptable to
MCC, confirming that the Government has completed its domestic requirements necessary for
this Compact to enter into force and that the other conditions precedent to entoydetin this
Section 7.2 have been met

(i) a signed legal opinion fromme Minister of Law and Human Rightsf
Indonesiglor such other legal representative of the Government acceptable to MCC), in form
and substance satisfactory to MCC;

(i)  complete, certified copies of all decrees, legislatiegulationsor other
government al documents relating to the Govelrn
Compact and the PIA to enter into force, which MCC may post on its website or otherake
publicly available and

(iv)  Evidence thaMCA-Indonesia Il has been fully established as required by
the laws ofindonesia an@ach of the Key Staffis defined in the PIA)f MCA-Indonesia Il has
beencontracted and commenced work

(©) MCC has determinethat after signature of this Compact, the Government has
not engaged in a pattern of actions inconsistent with the eligibility criteria for MCC Fuiadhicig

(d)  The conditions set forth in Annex VIl have been satisfied

Section 7.3 Date of Entry into ForceThis Compact shall enter into force on the date of the

letter from MCC to the Government in an exchange of letters confirminghén&artiehave

completed their respective domestic requirements for entry into force of this Compact and that

the conditiom pr ecedent to entry into force i n Sedt.i

Section 7.4 Compact TermThis Compact shall remain in force for fi®) years after its

entry into force, unless terminated earlierurerc t i o n Cdmpact Térmd h e i
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Section 7.5 Provisional ApplicationUpon signature of this Compact, and until this Compact
has entered into force in accordance with Section 7.3, the Parties shall proyisippatithe
terms of this Compacprovided thatho MCC Funding, other than Compact Facilitation
Funding, shall be made available or disbursed before this Compact enters into force.

SIGNATURE PAGE FOLLOWS ON THE NEXT PAGE
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IN WITNESS WHEREOF, the undersigned duly authorized by their respective
governments have signed this Compact.

Done atWashington, DCthis13thday ofApril, 2023 in the EnglisHanguageandthe

Indonesia languageeach language text being authentic. In case of divergence between the two
language texts, the English shall prevail.

FOR THE UNITED STATES OF AMERICA FOR THEREPUBLIC OFINDONESIA

Is/ s/

Name: Janet.. Yellen Name: Sri Mulyani Indrawati
Title:  Secretary of the Treasury and Vice Title: Minister of Finance
Chair, Board of Directors,

Millennium Challenge Corporation

SIGNATURE PAGE TO MILLENNIUM CHALLENGE COMPACT
BETWEEN THE UNITED STATES OF AMERICA
AND THE REPUBLIC OF |NDONESIA




ANNEX |
PROGRAM DESCRIPTION

This Annex | describes the Program to be funded with MCC Funding and the Government
Contributon in Indonesia during the Compact Term.

A. PROGRAM OVERVIEW

1. Background and Consultative Process.

(a) Background

The largest economy in Southeast Asia, Indorieaidiverse archipelago nation of more than

300 ethnic groups has charted impressive economic growth since the Asian financial crisis of

the |l ate 1990s. Today, | ndo nmason, anedfshelargest worjl d
democracies and 10th largest economy in terms of purchasing power parity. Furthermore,

Indonesia has made enormous gains in poverty reduction, cutting the poverty rate by more than

half since 1999, to under 10 percent in 201f@teethe COVID1 9 pandemi c. As | [ndc
economy i s now recovering, the countryds GOWP
growing commaodity exports and accommodative fiscal policy to weather the pandemic. Despite

this, it is estimatedhat over30 percent ofndonesa @pepulationare either poor or vulnerable

Il n Iight of | thelPoograrsis feacdsad omppolwyganderstgutional reform

engagements with a range of government, g@aate and private actors to catalyze economic

growth rather than providing fully graifiinded infrastructure. EadProjecthas beemlesigned

with a view to sustainability and scalability in ways that will ultimately make use of the

Governmerh s o wn f un digengratiaginibdels that ean lbed¢aken up and expanded

by private sector actors.

MCC and the Government carried ou%b million Threshold Program from 2006 to 2009
focused on anitorruption, strengthening rule of law and immunization. Indonesia was
subsequently chosen for its Compact, a $474 millf@¥4of a planned $600 million) program
which was implemented from 282018 and focused on renewable energy and natural resource
management, procurement modernization, and child stunting.

Indonesia was selected to develop a second compact in December 2018. The constraints analys s
undertaken jointly by the Government ai@€C andin consultatiorwith a panebf

representatives from government ministrgsyate sectorgivil society, and academialentified

three binding constraints to economic growth: (i) barriers to exp@htedcompetitiveness, (ii)
barriers to thgroductivity and innovation of netmradable sector firms, and (iii) costly and
underdeveloped financial intermediation. Preliminary analyses showed that gender inequities an
transport and logistics infrastructure were significant constraints that nelgathpact

| ndonesi dleGovgrnneem and MCC then used a-diibaen selection process to

agree on a geographical focus in five priority proviric€&outh Sumatra, Riau, North Sulawesi,
Riau | sl ands, Taget BroviBa®!| ia n(devaed Hy ITarghi€rovinces ) .

Following an analysis of the root causes of the binding constraints, and agreement to narrow the
focus of the Compact to two areas of the financial intermediation consth@rovernment

submitted two formal project propdsahat focused on: 1) improving project planning and

'TheWorldBanks Poverty & Equity Brief, East Asia & Paci fli c,



preparation capacity, and innovative financing for infrastructure and 2) improving access to
finance formicre, s mal |l and medi um ent er PISMESers ownecd b
AW/MSMES)) to achieve increased productivity and inclusive growth.

(b) Consultative Process

The Government and MCC engaged in an inclusive and strategic consultative process to inform
the constraints analysis and project desigmsch includedcontinuous outreach and

comnmunications with government ministries and stakeholders, international development
partnersprivate sector, academiand civil society throughout the compact development

process. The Government formed a steering comrhjitess to the submission of pregt

proposals to ensure proper representation of Indonesian government agaeorment

interests in that submission. The steering committee and its working groups played an active role
in project design, development and due diligence.

2. Description of Program and Beneficiaries.

(a) Program Descriptian

The Program aims to address selected root causes of costly and underdeveloped financial
intermediation, one of three identified binding constraints to economic growth in Indonesia,
through thehree Projects set forth below, focused on the Target Provinces.

(b) Intended Beneficiaries

The beneficiaries of the ATLAS Project (as defined below) will consist of users of any
subnationatransport infrastructure that is expected to be provided or impras/adesult of the
ATLAS Project. These beneficiaries are expected to reside inside and outside the five Target
Provinces, as the Project will combine physical works in theTarget Povinces with policy

and institutional reform elements intended teetf the quantity and quality stibnational

transport infrastructure beyond the Target Provinces. Given the potential lags with which these
impacts will be realized, estimates of the total number of beneficiaries will also take into account
projected poplation growth rates.

For the FMD Project (as defined below), the beneficiaries of the training and capacity building
activities will consist of blended finance and commercialinted financeelated project

sponsors, potential lenders/investors, ancegowment actors at the national asubnational

levels in the Target Provinces. At tlewel of specific transactions where the FMD Project aims

to support beneficialiis&k® wiotlknginahmt cfommes ctiia |
the envisagebtenefits will entail the value added from creating better financial structures that

bridge suppliers of capital and users through private sector operators who facilitate the linkages
between the real economy and the financial markets. These operatais inahks, pension

2 The Steering Committee included tiinistry of National Developmer®lanning/National Development Planning
Agency, the Ministry of Finance, the Ministry of Public Works and Housing, the Ministry of Cooperatives and
MSMEs, the Coordinating Ministry of Economic Affairs, the Coordinating Ministry of Maritime Affairs and
Invegment, the Ministry of Home Affairs, the Cabinet Secretary, the Ministry of Foreign Af@iicsitas Jasa
Keuangan(Financial Services Authority), private sector (represented by KADdonesia Chamber of Commerce
and Industry), academia (represented-byum Rektor Indonesia), civil society (represented by INFi®rnational
NGO Forumon IndonsianDevelopment
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funds, investment banks, ndsank financial intermediaries and equity investors from home and
abroad and these operators will also be beneficiaries of the FMD Project. Indirect benefits will
accrue to stakeholders in other provinces,r&meost domestic capital market transactions are
executed in Indonesia. In addition, these benefits include promoting matching-0éiong
savings with longerm investments; and facilitating the efficient allocation of scarce financial
resources to pridy infrastructure investments that will benefit a share of the population of
households and firms in the Target Provinces.

The number of W/IMSMEs who are expected to benefit from the MSME Finance Project (as
defined below) are estimated to number approteiyal8,000; FSP&s defined belowyho

lend to them will also benefit. One set of W/MSMESs is modeled as experiencing profit increases
following training, while another set of W/MSMESs is modeled as benefiting from all three
Activities, including via thencreased investment and higher profits that access to affordable
credit is assumed to result in. FSPs are also modeled as benefiting from this lending, since the
interest rates they are assumed to charge yield greater income than dergteiiovassetdiey

are modeled as holding in the counterfactual.

B. DESCRIPTION OF PROJECTS

Set forth below is a description of each Project that the Government agrees to implement, or
cause to be implemented, using MCC Funding and the Goveri@oatribution to advance the
applicable Project Objective. In addition, specific activities to be undertaken within each Project
( e a c MActivitgon) , i i n c-hctivdies,nage alsouldscribed.

1. Advancing Transport and Logistics Accessibility Service Project

(a) Summary of Project and Activities

The objective of thédvancing Transport and Logistics Accessibility Services Prdjbet

RAATLAS Projecd )s to improve transport planning and preparation in the Target Provinces,
responding to the root causkinadequate infrastructure project preparatioor project

preparation leads to worthwhile projects failing to attract the appropriate financing, resulting in
costly and underdeveloped financial intermediation. Improved planning and preparation will
make transport projects better positioned to attract appropriate sources of finance, including
blended and green finance, thus maximizing infrastructure investment across Indonesia.
Improved infrastructure planning and preparation encompasses improvinQepgs o

planning, procurement, implementation, operation and maintenance to further improve value for
money throughout the infrastructure project lifecycle. Achieving theaés requires
transformational reform, including legal and regulatadyustments, institutional restructuring

and strengthening of capacities and business processes across various government organizatior s
and the private sectoincluding the ongoing alignment of subnational reforms and

corresponding national level reforrasd policy directions The Project includes five Activities
focused on the Target Provincesit all activities will be designed for national adoption or
replication after the Compact Term

0] Transport Planning Reform Activity

This Activity will establish amrbantransportorganizationl 8GTO60) f or an ur ban Jar e
within the TargetProvinces, and develop a muftiodal urban transport plan to support theO.
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In addition a regional transport plan will be developed for the wider region. With the
development of thegavo, proofof-concept multimodal transport planning projects tolugnce
the Governmenat both the national and the subnational leteelsmbrace the necessary
institutional, legal and regulatory reforms required to mandate and mainstream-enoati
transport planning approach. MCC Funding will support:

(A) Urban Transprt Organization

The establishment and development of a new institutional modahfdf O in Greater
Palembango improve multimodal transport integration and expand the roles and functions of
suchUTO. The goal is to establish a working institutional model for an urban transport
organizatiorwhich can later be replicated across Indonesia.

(B) Regioral andUrban Transport Planning Project

The development of fll urban transport master plan fGreater Palembarandafull regional
transport master plan , eachvdfich would define an integrated network of public transport
services together with a pipeline of\d@ee upgrades or projects to meet forecasted travel
demand.

(C) Legal and Regulatory Reforms

The provision of support for complementary legal and regulatory reforms to institutionalize
multi-modal transport planning processesl ensure appropridiakages between national
policies and subnational reform effarts

(D) Capacity Development

The provision of capacity building strategies targeting local transport specialists and government
officials. Support will be also given for increasing female labordgarticipation in the
infrastructure/transport sector. Feasibility studies will help design activities that may include
facilitation of tuition support, stipends, pdime ortemporaryemployment and internship for

female science, technology, engineeg a n d STKId) dtudghta in transport agencies.

(ii) Good Practice Infrastructure Projects Activity

This Activity intends to suppBropen)atwhmosd iR i
demonstrate innovative and strengthened approaches to project preparation, structuring and
financing, and procurement and implementation, so that lessons learned during these projects cén
inform the emerging designs for both the PIMG BRDF (each defined below].he Proper

will also be used as a vehicle for significantly strengthesiranationainfrastructure capacity,

in the public sector, but also in supporting private sector consultants and contractors. From the

list below, the Pdies will agree upon thEeroperthat will be supported bWICC Funding MCC
Fundingwill support, for each of thBroperthat is selected, as requirgmoject management

services, design services, services related to the assessment and/or mitigatimomiental,

gender and social impacts, benefits and/or opportunities, contract packaging and structuring,
procurement/transaction support, construction oversight/supervision/audit and a financial
contribution to support a portion of the cost of the fpanisservices or construction contracts,

while utilizing the World Ban& & @scadé approach for blended financéhe potentiaProper

that may be supported by this Activity are:
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Province Potential Proper

South SumatralAmpera LRT Statiofi Accessibility, Connectivity and Public Realm Upgrade

North SulawesiBersehati Market Elements

Bali Electric Vehicle (EV) Support Element IEV Public Transport

Electric Vehicle Support ElementillEV Charging Points

Riau Islands |Development of Kuala Riau Port (Pelantar | and Il), Tanjung Pinang

Riau Upgrading of two (2) RORO Terminadsmd supporting facilitiesn both Sumatra side
and Rupat side

The Good Practice Infrastructure Projects Activity will strive to demonstrate best practices in

gender equality, social inclusion and women economic empowerment by developing women
economic empowermessupportive and chikfriendly components in the rehétated spaces

within these projects. Thearties will assesthe development and provision of these

components, such as shared workspaces witistmpeservice and childcare for W/ MSMEs (as

defined below)This linkage with the MSME Finance Project wilp W/MSMESs save time,

access safe and affordable services, and spend more time on paid economic athiiatved.
support the Gover nment avnisty ofiwomen Enypowarmeniamp | e nje n
Chil d Pr dMoWHECPO )o nRdesg u(l fia t2016 anPrdvision of$55enaldr Responsive

Work Facilities and Child Care in the Workplace

In order to ensure that the best possible use is made of MCC Fun&iegl)@ationReview of
this Good Practice Infrastructure Projects Actiwitil be undertakeras required byand in
accordance withAnnex V of the PIA

(i)  Public Investment Management Guidelines Activity

Thi s Act PIMG Actwityq )t hwi Inl create a public, onlihe
Management ®EMGOd e |fionresirenddsigaesl toimprove the effectiveness and
efficiency of public investment. The PIMG will describe, in one place, the requirements to

achieving well prepared inclusive and sustainable projects. This will focus on the full lifecycle,
including plannmng, preparation, structuring, procuring, implementing, operating andtéony
maintenance. Its inclusive approach will identify and promote the needs of all Indonesians,

paying particular attention to marginalized and vulnerable groups, especiallyothevpmen

and people with disabilities. This approach will seek to inchwad groupgs change agents in

each step of the PIMG processes so that services are user friendly, safe, affordable and promote

s uch gvalue inpgazisty.

The longterm goal is for the Government to create and implement a similar set of guidelines
covering all Indonesian infrastructure. However, the complexity and scope of that challenge is
too great for the fiveyear compact period, and therefore the PlM{plementatiorscope

hereunder will be limited teubnationatransport and logistics infrastructure and services as
follows:
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1 Development of a unified set of guiding princiglesunderpin the budget requests
associated with the implementation of PIM&gesses

1 Regional mulimodal transport infrastructure and services during the planning phase
up to the definition of transport and logistics project pipelines;

1 Regional mulimodal transport infrastructure and services through the project
preparation mge, including feasibility studies, business cases and project delivery
strategies; and

1 Subnationaloads, only from procurement onwards through the detailed design,
delivery and maintenance phases.

Once this O6limited scoped Pl MG has been deviel
Compactand appropriately socialized at the national policy leiv@hay then be used by the
Government as a template for the gradual expansion of the PIMG to cover all infrastructure

sectors.

The PIMG is a living system that will include the development and implementation of a public
online technology platform thatilvbe regularly updated and maintainddhe experience from

the Good Practice Infrastructure Project Activity will inform the iteration and improvement of
the PIMG.

MCC Funding will support: the creation of the sustainable online PIMG through develogiment
strengthened infrastructure processgistreaming of environmentahdgendersignificant
stakeholder engagement; the identification of an entity of the Government to own the PIMG; the
design, launch and testing of the online PIMG platform; and thegia of a user support

service.

In addition, MCC Funding will also support the drafting and agreement of the necessary legal
and regulatory changes needed to mandate and formalize the PIMG, supporting the Governmen
with technical assistance through fiaicy makingprocess through to enactmemd
implementationFinally, MCC Funding will support a capacity development strategy to be
implemented during the remaining years of the Compact.

(iv)  Project Preparation and Delivery Facility Activity

This Activity ( t HWPEDFctivityd )  wi | | provide project prepajl at
and project delivery support subnationagovernmentsfocused on the governments of the

Target Provinces during the Compact Teflthis Activity will establish a facilitythe Project
Preparati on andPPDFe) | subratprafosecnmeénis tap calf ujpon to

provide preparation, procurement and delivery support services for eligible infrastructure

projects. The PPDF will be designed as a sustainably financed facility which will continue to

operate after the end of the Compakthe appropriate institutional home and organizational

structure for PPDF to ensure a sustainable facility is to be deterprioedo entry into force

during the design period.

The Activity is heavily connected to the PIMG Activity because the PPDFallithvi the

processes defined in the PIMG from completion of planning (and resulting definition of project
pipelines) through to completion of construction, after which infrastructure will be handed over
to subnationabgovernments for continued operation andintenance. Therefore, the design of

5These principles relate to the project initiation, |sel
approach to project financing
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the reformed processes for the PIMG and the design of the PPDF must be undertaken as an

integrated effort.

Infrastructure projects will be subject to eligibility criteria for entry to the PPDF. Precise
eligibility criteria will be developed during desigsych criteria willinclude standards for
environmental and social performance, inclusion and geredponsivaess as well as
minimum project sizes for different types of delivery modality. In line with the transpat

logistics focus of the Compact, the PPDF will initially be restricted to supporting transport and
logistics projects only. This is necessary to limit the range of specialist technical advisory

services that would be initially required and to keepnilm@ber of technical stakeholders

manageable. However, the PPDF will be designed so that it can continue to expand its services 1)

support other types of infrastructure after the end of the Compact.

Thedevelopment of a strong project portfolio is very critical for the success of the PPDF as this
has been ©6hheece INOA confi Inhaensy pr oj ect devel opment
a clear strategy and process to develop a portfolio of financeadjexts, the facility and funds
aroundo for wunsuitable projects

could Awai

(A)

t

Development of Project Pipeline for PPDF

To facilitate the development of the PPDF and building 4fdose expertise in project
preparation, an initial pipeline of studies and condeyptl projects Wl be reviewed, as part of

the Activitybés fAl earning by -ldvelprojectsbemgp pr o ac hi|
contemplated build on the Good Practice Infrastructure Projects Activity and are limited to the

Target Provinces.

Province

Initial Pip eline of Options/Feasibility Studies and Conceptevel Projects
for PPDF

South Sumatra

IAccessibility, Connectivity and Public ReaUpgrade Studies for 11 LRT
Stations

North Sulawesi Studies

Master Planning Study SuppdrBersehati Markef\rea

Feasibility Studyi Manado Domestic and Tourist Passenger Port (adjace
Bersehati Market)

North Sulawesi Logistics Study

Bali Bali Logistics Study
Riau Islands Bintan Island Logistics Study
Riau Rehabilitation/Upgrading up to 43km of the Tanjung Medangnjung Kapal

Roadway

In addition, as the establishment of the PPDF progresses during the Compact, a simplified intake
process may be initiated, where qualified sponsors (goverrandruar private sector) can apply

to the PPDF, allowing eligible projects to advance on a demand driven basis.

As part of its project preparation support function for subnational governments, the PPDF wiill

(B)

Feasibility Studies for PPDF Projects

carry out asibility studies and be responsible for:

1 preparation oferms ofreference
1 market sounding of suitable consultants
1 procurement of feasibility study consultants
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procurement of associated surveys

management and technical directiorcohtracts

approval and acceptance of deliverables

liaison with subnational governments and referral of key decisions.

= =4 =4 -4

(C) Transaction Advisory Support for Projects

Although the pipeline of specific infrastructure projects to be progressed through tRasPPD
unknown, as part of its project preparation support to subnational governments, the PPDF will
carry out project transaction advisory services to take projects to magketlessprivate
partnershipprojects.

The PPDF will provide théllowing functions:

1 preparation oferms ofreference for technicdincluding environmental, gender and
social) legal and financial advisory support

market sounding of suitable consultants

procurement of transaction advisory services

management and technical direction of contracts

approval and acceptance of deliverables

liaison with subnational governments and referral of key decisions.

= =4 =4 —a 4

(D) Project Management/Supervision of Projects through
Implementation

Unlike other project suppbfacilities established in Indonesia, the PPDF may continue to
provide oversight of projects beyond procurement/financial close. This is because many
subnational governments have insufficient capacity to adequately manage large construction
projects. Thd®PDF may support the subnational government during this stage but also seek to
increase subnational capacity so that they are better placed to manage complex infrastructure
projects in the future. The PPDF may be able to provide project management aratiomst
supervision services as required to suit each particular project. The PPDF would provide the
following functions:

preparation of terms of reference for implementatitage support consultants
market sounding of suitable consultants

procurement of implementatiestage consultants

management and technical direction of contracts

approval and acceptance of deliverables and services

liaison with subnational governments and referral of key decisions.

=A =4 -4 -8 A

(E) MCC Funding for PPDF Projects

MCC Funding may also be able to provide, through the PPDF, additional financial support for a
limited number of projects which are undefined at this stage. This funding should only be used if
viability gap funding is needed to supplement other sourcesopgb finance, for instance if

some funding is needed to make a particular project attractive for private sector investment.
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(F) Legal and Regulatory Reform

MCC Funding will provide support to the Government to develop and adopt the necessary legal
andregulatory adjustments form and establish the PPDF so that the PPDF can support all
subnational governments across Indonesia. UndeStfisctivity, MCC Funding will provide

the expertise to define the necessary legal and regulatory changes, soppaorig these

changes through engagement with Government stakeholders, produce legal drafts and support
the Government through tipelicy makingprocess through to enactmemid implementatian

(G) Capacity Development

MCC Funding will supporsignificant institutional strengthening and capacity building,
especially at subnational government level. Capacity development efforts must initially be
focused on the PPDF reaching sufficient human capacity to continue operating effectively after
withdrawal of MCC Funding at the end of the Compact, but the PPDF will also be required to
build clientside capacity in the subnational governments that are being supported.

(v) Support Services Activity

MCC Funding will provide project managemeayvironmentabind socigland GSI services
across all other Activities of this Project.

(b) Environmental and Social Mitigation Measures

The four primary Activities, and associated Sadivities, of the ATLAS Project have been
assessed f or c o mpironngental Guidelines, land MIGIDO® potential to
comply as either Category B (potentially significant but mitigable environmental and social
impacts) or Category C (unlikely to present significant environmental and social impacts)
projects as follows:

ATLAS Projecti PotentialEnvironmental and Socidinpacts / Project Category Assessment Summary Tabl¢

Activity Sub Activity (if applicable) Potential environmental and social Project
Impacts Category
Transport TBD pending furtheactivity definition C

Planning Reform

Proper Ampera Station Economic displacement B
Waste management
Traffic/transportation
Proper Bersehati Market Economic displacement B
Waste management

Marine ecosystems

Labor and working conditions
Proper Bali EV/Charging Stations Economic displacement C/B
Waste management
Cultural heritage
Proper Kuala Riau Port Economic displacement B
Waste management
Marine ecosystems
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Activity Sub Activity (if applicable) Potential environmental and social Project
Impacts Category

Cultural heritage
Labor and working conditions
PIMG TBD pending further activitglefinition C

PPDF TBD pending further activity definition C

All proposed activities aside from the Good Practice Infrastructure Projects Activity have been
designated asf the date hereads Category C because they are largely pdieesed and are not
expected to have adverse environmental or social impacts. ategdy C determination also
implies that while implementation of these policy reform projects may still pose environmental
and social risks and impacts, they may also offer potential environmental and social benefits
particularly the PIMG and PPDF intemtions. The Bali EV/Charging StatioRsoperis

currently assumed to be Category C, but since the actual footprint of potential project
interventions is not yet known, it is possible that the project category could shift from C to B
once siting details, and any potentially associated environmertaogial impacts, are better
understood.

A projectlevel Environmental and Social Management System will be elaborated to guide
ATLAS Project compliance with MCC Environmental Guidelines

0] Strengthening Preparedness for Low Carbon Development and Climate
Resilience Sufactivity.

This Strengthening Preparedness for Low Carbon Development and CResiteence Sub
activity ( t HCkmat® Resilience Sufactivitydo ) s u p pomsolidationtofPEMG and the
subsequent rollout of the PPDF, as well as implementation of the MSME Finance and FMD
Projects by strengtheimg thepreparedness for low carbon development and climate resilénce
decisionmakers in the Target Provinde&CC Funding will support

1 Desigring a program to strengthen preparedness for low carbon development and climate
resilience initiatives and i mprove provijnc
risks associated with climate change in their provinces, and how it may affect
developmat projections and plans for both infrastructure and W/MSMEs, and to prepare
them to design development projects/programs/policies that are climate responsive and
resilient.

91 Developng a set of tools based on geographic information system/spatial informati
that will help provincial stakeholde(® respond to national level requirements related to
theGo v e r n hogv Carkibrs Development Initiativéil(CDI0) andLong Term
Strategy for Low Carbon Climate ResiliendeTS-LCCRO), (ii) monitor and evaluate
climate impacts/risks of existing development projects and/or prog¢@manticipate
climate risks towards infrastructure development pland(iv) make decisions that
ensure any investments are climate friendly.

9 Delivering a scalable capacity building program to f@ilit in all the Target Provinces as
a complement to the PIMG and PPDF Activities and the MSME Finance Project.
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The Climate ResilienceSub-activity is intended to address known challenges related to the
techni@al capacity of provincialevel decisionmakers to respond to climate resiliency and low
carbon development plans. These same capacity challenges could also affect provincial
government capacity to plan and implement projects and activities related BDRReARtivity

of the ATLAS Project.

As this Sub-activity is designed to support tReogramas a whole and is not a separate project
its costs have been divided among the tRregects, but the intention is to have a singgity
undertake this work.

(c) Gender and Social Inclusion

MCC Funding will address challenges associ at e
government sO0 capac.i tdigagdregated mfbrinaianton tanspodana | vy z e| s
logistics needs and use, and inclusive usarach and consultation processes. MCC Funding

will also support the integration of inclusion, poverty and gender priorities into the transport

planning process, the PIMG, the PPDF, andPioper.

Sever al i nclusion, gender, and womends econfom
out within ATLAS Project including the following:

1 Feasibility studies will be carried out to link the ATLAS and MSME Finance Projects
that will help design and comstt shared workspasér W/MSMES, consisting of
onestop services (registration, certification, digital support, B&ireach) and
childcare services as part of tAeoper. While the ATLAS Project will develop these
facilities,the MSME Finance Projectilivprovide the shared workspace services.
This will hel p | mpl e me iGénder ResponSicewdrk n me n || 6 S
Facilities and Child Care in the Workpla¢glOWECP Regulation No. 5/2015), and
support businesswomen to save time and efforts for expgtiteir paid economic
activities.

1 Capacity building will be provided to subnational governments of the Target
Provinces to assist them in developing and implementing guidance emtidiedion
and Gender in Transport: Guidance for Provincial Governtn&he guidance will
help subnational governments in the Target Provinces to plan and provide gender and
socially inclusive transport and logistics services.

1 Specific guidance will be drafted within the transport planning processes supported
by the Transpa Planning Activity and within the PIMG for addressing geHoesed
violence, sexual exploitation abTiP®g an h
concerns in transport, especially issues detailed in the Law on the Elimination of
Sexual Violence&Crime (UndangUndang No. 12/2022 tentarfdndak Pidana
Kekerasan Seksyal

1 All of the interventions supported by the ATLAS Project will include people with
disability concerns as per Law No. 25/2009 on Public Services and Law No. 28/2002
on theConstruction of Building's

4 Law No. 25/2009 on Public Services. Article 29 requires public service providers to provide special treatmen
persons with disabilitiesLaw No. 28/2002 on the Construction of Buildings stipulates clearly that facilities must
be accessible for persons with disabilities. Article 27 expresses that facilities should be easy, safe and pleasant,
especially for pesons with disabilities.
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1 TIP concerns will be included in all feasibility and ESIA studies for identifying
project level TIP risks and drafting TIP mitigation plans.

1 MCC Funding will support design studies to assess market needs for female skilled
labor, and economic opportunities for female STEM students, especially from poor
households. For female skilled labor and female STEM students, MCC Funding may
also support tuition assistance, stipends, internships, apprenticeshiisneart
temporaryemployment in infrastructure industries.

1 MCA-Indonesidlwi I I draft a Social $GW#Pd) Gendhbr ||| n
activities and indicators for i mplemenilat
economic empowerment activities and monitoring progress.

While assumed tbe extremely unlikelyanyland acquisition and resettlement procesksned
necessary in relation the ATLAS Project will consider and address inclusion and gender
concerns n a manner ¢ o nEsniramental Guidelingarid Gevide CRbly

A focus on inclusive and gendmformed stakeholder engagement will be maintained at all
stages of the development and implementation of the ATLAS Project, including with
organizations representing women, people with disability and vulnerable groupspmoit) and
this focus will be included in the Project level guidanid® risks shall continue to be assessed
and monitored, including in relation to aRyoperconstruction.

To address the undeepresentation of businesswomen in construction, tranapdrogistics
services, the ATLAS Project will support increased awareness of opportunities for women
owned businessesmong suppliers and contractors in f{he

(d) Donor Coordination

For the ATLAS Project, subnation@hnsport planning engagement has benefited significantly
from engagement with other donors, particuljar
Tr adEATOH and the Worl d Bank. Il n both cases,| t
governments o public transport planning initiatives in the Target Provinces, putting in place an
important foundation for these governments in understanding the value of this work. DFAT, in
particular, has a history in Indonesia working on subnational transportati@cts such as a
successful road maintenance sustainability [in
Development Office also funded a program focused on-stafye infrastructure planning, from

which lessons learned were incorporated into the dedigre ATLAS Project. MCC consulted

with the UK Embassydés I nfrastructure Projecits
RouteMap. The Asi aADBOpvehsphmestoBaok&!|l (i pl alye
developing infrastructure planning and finamgcapacity in Indonesia, particularly with respect

to publicprivate partnerships.

(e) USAID.

United States Agency f oUSAIDO)} e€Coani opabDeDelepm
Cooperation Strategy 202025 recognizes that infrastructure is an importaritttoaddress

subnational economic disparities, improve connectivity, and reduce inequality and poverty,

identifying transporrelated infrastructure as key to this effort. The strategy includes several

elements that promote the enabling environment foastfucture investment on this basis, as

well as several efforts to improve the efficiency of government spending at both the national and
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subnational |l evel s. While USAI D6s current hji g
(Banten, East Java, Edstisa Tenggara, Jakai$pecialCapital RegionNorth Sumatra, Papua,

South Sulawesi, and West Kalimantan) do not overlap with the Target Provinces, USAID does
provide technical assistance that is supportive of the proposed ATLAS Project, for example

USAID is currently providing technical assistance to the government of Bali to support the
provinceds efforts to shift to electric vehic
determine areas of collaboration to further the ATLAS Project Obgcti

(f) Sustainability

The Transport Planning Activity will commence with the formal creation of an integrated
planning team, with representation drawn from relevant nationadwmnthtionagovernments

for each selected transport planning study area. WH€ Funding will be used to fund the

two transport planning projects, the Government will fund later updates of the transport plan,
likely to be every five years. Following successful completion of the two initial transport
planning projects to be funddarough this Project, MCC Funding will provide technical
assistance (with supporting technical manuals) to the relevant natioraltarational
governments to support formal adoption of the new approach to transport planning through
regulations or decrese

TheProperare required to demonstrate how financial structuring can maximize commercial
finance and attract other sources of finance, thus freeing up scarce government financial
resources to support other projects and programs. The delivery strategy fBreaaetwill
include the details of sustainable funding of operation and maintenance.

The Good Practice Infrastructure Projects Activity will be used to demonstrate the efficiency and
efficacy of various strengthened project preparation and delivery procedseoaadures.
Approaches which prove successful will be embedded in the PIMG. The PIMG Activity will be
designed so that a permanent Government team takes responsibility for the maintenance, updats
and dissemination of the online PIMG. Although MCC Fundiniybe used to support the
establishment and early operational phases of the PIMG, Government funding will need to be
budgeted to support the permanent establishment and maintenance of the PIMG.

The design of the PPDF will consider the most approplegia entity, governance arrangements
and institutional setting. The PPDF Activity includes legal and regulatory support to ensure the
permanent establishment of the PPDF entity will be underpinned by appropriate Government
regulation. A sustainable ap@aah to funding the PPDF will heparedvhich may require
Government suppoduringthe Compact Term and continuing afterwards.

A strong capacity development workstream will be an integral part of all Activities, to build
capacity insubnationafjovernmets so that they are able to prepare and deliver future projects to
a high standard by following the strengthened processes included in transport planning, PIMG
and making the best use of the support offered by the PPDF, when appropriate. The ATLAS
Projectalso includes significant communications and outreach so that the programs become
widely socializdwithin the Target Provinceand among national level policymakers
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(9) Policy, Legal, and Regulatory Reforms

This Project is intended to fundamentally chargeapproach to transport planning by replacing
the current singlenode planning exercises carried out separately at the three levels of
government (national, provincial, district/city) with a mutibdal integrated approachhis

may requireadjustment otherelevantlegal and regulatory framewoik the transport and
planning area

The Project will require new regulations to mandate the use of the PIMG and significant
adjustment of technical standards and operating procedutles nationalevel.

2. Financial Markets Development Project

(a) Summary of Project and Activities

The objetive of the Financial Markets Development Profedt H-®ID Frojecto ) i s t o r €lac
financial close on transactions using structured finance, including deals with institutional

investors and with a focus on local currency transactions, responding to tlauses of

underdeveloped project financing market and capital markets. This Project will promote globally
recognized, alternative forms of infrastructure finance within the financial market ecosystem to

bring infrastructure projects to financial closéeTltransactions will demonstrate less risky

financing structures and innovative financing techniques for Indonesia that can then be replicatec

by the market, thus helping to create infrastructure as an asset class and demonstrating blended
finance at scaleThe Project includes three Activities:

0] Capacity Building/Technical Assistance Activity

This Activity aims to build capacity for lenders, especially Indonesian institutional investors, and
project owners/sponsors to invest in infrastructure througitsired finance, including

mechani sms to further devel op | MhdscAatieitgwila 6 s g o
also aim to build the capacity of the Government (and poten@dyitas Jasa Keuangamank

Indonesia, andubnational governments) to develop and oversee financial markets to support
infrastructure finance.

(A) CapacityBuilding andTechnicalAssistance ifProject/Strructured
Finance andCapital Markets Sukactivity

This Subactivity will work across management and operating groups in key stakeholder
institutions. Interventions include:

(1) Formulation and Implementatiori Strategy: MCC
Funding will support engagement with public and private stakeholders, particularly, government,
financial institutions, and sponsors, to create momentum and a roadmap for strategic change
within the Indonesian infrastructure finance seatwluding paying for highHevel workshops to
generate consensus and demonstrate the need|t
financing to embrace efficient risk allocations in project finance/structured finance and
alternative funding soluti@) such as the capital markets. MCC Funding will also fund strategic
public communications efforts around shifting the Indonesian infrastructure finance paradigm.
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(2) Financial/Capital Markets Capacity Building: MCC
Funding will procure strategic advisarad technical assistance for transformation initiatives for
infrastructure finance in key stakeholder entities based on an adaptive management approach.
MCC Funding will also support senior level technical/resident advisers in specific stakeholder
institutions (e.g., Ministry of Finance) to support them and build capacity in capital markets
development for infrastructure finance, including money markets and development of foreign
exchange hedging instruments for risk management.

Following the workshops archpacity building/training above, MCC Funding will support
dedicated, customized technical assistance for individual institutions that express interest to
further help implement strategic change and reform. This technical assistance could also include
ddivering specific strategic transformation initiatives/studies for selected public or private
institutions, e.g., working with a specific institution on building-¢o&nd capacity for project

finance including strategy, policies, underwriting models, @rahges required for systems or

other infrastructure finance studies.

(3) Promoting Strategic Change: MCC Funding will
provide technical assistance and capacity building/training to key public and private stakeholders
with the aim of influencing the futardirection of infrastructure finance. The focus of the
technical assistance and capacity building/training will be to drive engagement with senior
management in key, public and private stakeholder institutions to support strategic change in
their organizéons to engage in project finance/structured finance and offer or invest in capital
markets solutions. The technical assistance and trainings will include private sector
representatives, who will be motivated by the potential for increased availabfiiyaacing for
key projects, and public sector representatives, who will instead be focused on the delivery of the
key outcomes as far as the benefit to the public (e.g., as achieved through new infrastructure or
provision of services).

(4) Focused Operatnal Capacity Building: MCC
Funding will fund a capacity building and training needs analiy#C Funding willalso
provide training at operational levels for selected stakeholders in accordance with the previous
needs analysis, including project/struetdi finance and foreign exchange risk management.
Capacitybuilding could take the form of intensive (e.g-d&y) trainings for key stakeholders
that convert abstract ideas into tangible, operational solutions without compromising individual
organizationbapproaches to proprietary business practices. For example, MCC Funding will
provide training to staff at the operational level in financial instituteom$ government entities
in project finance/structured finance, capital markets solutions for infrastructure, and foreign
exchange risk management.
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(B) Green Finance Suhbctivity

The Green Finance Sztivity will provide detailed implementation support, including
regulatory reformto government institutions and statened enterprises to prepare them to
evaluate, issue, and monitor green financingsluding green bonéland green sukuks

(1) MCC Funding will provide technical assistance to the
Government to assist in develogimeasures to further accelerate the adoption of regulations
that may facilitate green financings.

(2)  MCC Funding will support communication and outreach
work to increase issuer and investor interest in green bonds and sukuks. This outreach work will
build on the work already done by the Government to encouragecsdeign and corporate
debt issuance to finance green projects.

(3) MCC Funding will provide capacity building at local
levels, including tesubnationagovernments anBadan Usaha Mik Daerahto identify,
analyze, prepare green projects for financing and implement monitoring required by investors.

(C) Subnational Finance Sedictivity

The Subnational Finance Sabtivity will provide technical assistance and capacity building to
subnational governments aBadan Usaha Mik Daerahto assisthem tosuccessfully place
conventional bonds and/or sukuks in the capital marReatan indirect result of COVIEL9,
Indonesian subnational governments have recently received a considerable increase in their
commercial borrowing powers and the process for loahleond approvals for local
governments has been streamlined. This&tilvity will complement the work of the PIMG and
PPDF Activities above.

(1) MCC Funding will be used to provide technical assistance
to subnationagjovernments anBadan Usaha Mik Daerahto prepare them to issue subnational
bonds/sukuks, including through: strengthening public financial manageraeital investment
planning and pipeline prioritization; and raising awareness with local parliaments.

(ii) Transaction Advisory Services Activity

This Activity will provide transaction advisory services to relevant Government agencies and

project owners to originate approximately 15 probtoncept demonstration transactions for
infrastructure projects from a préentified list of projects set ftr in Annex IV to the PIA (the
fiPre-ldentified Project® ) . It wi || be necessary to suppojt
projects required to close as projects inevitably experience delays or failure for a variety of

reasons, which is why this Activityill support approximately 15 proaff-concept

demonstration transactions. This Activity aims to address the limited capacity of institutions to
structure and execute structured finance transactions.

5 Green financings are financial transactions that promote the transition-ev@sion economy and climate
resilient growth, including climate mitigation, adaptation, and biodiversity.

5 Green bonds arfixed-income instruments whose proceeds are earmarked to finance or refinance new or existing
climate and environmental projects.

" Asukukisd i nanci al instrument that complies with | sl ajnic
the investor es a share of profits. A green sukuk is designed for environmentally oriented purposes.
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(i)  Blended Finance Delivery Mechanism Activity

ThisBleded Finance Del i ver yBFNActHviye) sani et i o i meip i |
commercial financing for suprojects by providing blended finance grants. For the sake of

clarity, the Parties agree that these blended finance grants will be govended GyP®gram

Grant GuidelinesMCC Funding will support amplemenor, referred to as the Blended

Fi nanc eBlettledsinangefosi ) , i n establi shifordgjobarmand ope | at
grantsto accomplish the purpose of this Activity. At this tinfee Parties intend thattherPT

Indonesia Infrastructure FinanoePT Sarana Multi Infrastruktur (Perseril serve as the

Blended Finance Host.

The Parties intend for this facility to catalyze the market for limitenburse project finance and
structured finance capital market solutions. The Blended Finance Host will recommend that the
Government grant MCC Funding to the Blended Finance tdosthe Blended Finance Host in

turn tolendor grantto lenders and investots mitigate specific risks to debt holders and

encourage them to invest in infrastructure as an attractive asset class with appropriate returns fo
the risk taken. These successfamonstration transactions, in turn, can then be replicated by
others in the market.

Projects and blended finance participations in financing structures will be recommended by the
Blended Finance Host to the Government in line with guidelines and pararagteed between

the Parties. Such guidelines will include: assessment of the subsidy amounts of blended finance
grants needed to achieve financial closing; additionality of blended finance; and requirements

that the returns to project participabeson gpropriate terms relative to the risks being taken.

The facilitywill fund one or moréransactiongrom the Predentified Projects. The Pre

Identified Projects may include transactions related to the Energy Transition Mechanism

(established by Indonesrath support from Asian Development Bank) or the Just Energy

Transition Partnership @7+ partnershiged bythe Government, the hited States and Japan),

both promoting the ear Hikedpowetplante ment of | ndohne

Recommendations on the suitability of any particular project for grants under this Activity will
be provided to the Government by the Blended Finance Host afteipeaject submits a formal
applicationto the Blended Finance Hodthe Blended Finance Host will be responsible for
conducting due diligence to assess potential applicardposng financing structures and

blended finance solutionensuringproject enironmental, social and governance compliance
andensuringsuitability in relation to the Program Guidelines, in compliance with a set of
operational guidelines set fortham operations manual for tB&DM Activity, to be approved

by the Parties. The Parties will agree on whether or not MCC Funding may be used to support
any particular projedrom the Predentified Projectandany particulablended finance

structure.

The Government will grant MCC Funding to tBeended Finance Host to be immediately
grantedor lent outto enable the full range of blended finance instruments to help projects or
transactions reach financial close using appropriate concessionality and maximizing project
impact, including:

1 Viability gap funding to deisk lenders in their financing of a project e.g., to pay for
risk hedges, guarantees, and interest rate support;

1 Interest rate buydowns;

9 Partial credit guarantees and guarantee fee buydowns;
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1 Firstloss participations in project finangrstructures, financial asset recycling, and
In securitizations;

1 Foreign exchangel/interest rate hedging cost buydowns;

1 Resultsbased incentives;

1 Mitigation of performance risks of different types of contractual obligations in
projects;

1 Mezzanine particip&ins in financial structures to improve de&gjuity ratios;

1 Tenor extension guarantees, investment in longer end tranches of bond issues;

1 Contingency reserve accounts to support project cash flow shortfalls or delays (these

would not be used to fund projezxpenses);

1 Credit enhancements to support debt service reserve accounts and sinking funds for
bond instruments;

1 Underwriting fees, credit ratings, and other expenses associated with capital markets
transactions/sukuks; and

1 Technicalassistance and studies, as may be necessary.

In addition to financial instrument support at the transactional level, the Blended Finance Host
may,in compliance witlthe operational guidelines referenced ahase MCC Funding to

support technical assistee to project sponsors, legal fees, and other upfront costs which need to
be met with grant support to make the transact@&actedrom the Predentified Projects
economically feasible. Such forms of blended finance support will also be evaluated and
recommended by thglended Finance Host, and decided upon by the Government, using the
processes to be set out in the operational guidelines referenced above.

In order to ensure that the best possible use is made of MCC Fun&iegl)@ationReview of
this BFDM Activity will be undertaken as required by, and in accordance with, Annex V of the
PIA.

(b) Environmental and Social Mitigation Measures

The MCC Environmetal Guidelines classify the Project as Category D, in that it will involve
intermediate facilities that will use MCC Funding to finance subprojects that may potentially, but
are generally not expected to, result in adverse environmental and social impacts

A projectlevel Environmental and Social Management System will be elaborated in conjunction

with the project team to guide operations and to identify specific outreach, capacity building and
environmental and social protection approaches for eachtac¢é.g., BFDMACctivity, climate

bonds, green/blue bonds, energy transition, etc.). The elaboration of calculation methods for the
evaluation of activitylevel potential related to climate change adaptation, mitigation and/or

sustainable landscapeswdlll so fi gure prominently in the FHKMD
FMD Project is among the interventions where MCC Funding will support advisoryaadks
financialsolutionsonly, t he | nt er nat i o nlatdrprefationoteore Cor pollat

Financial Intermediarieswill guide ESMS development.

0] Climate Resilience Suactivity.

In anticipation otheneed created by the various climéteused aspects of the FMD Project, as
well as implementation of both the ATLAS and MSME Finance Projects, the Climate Resilience
Subactivity is intended to address known challenges related to the technical capacity of
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provinciatlevel decisionmakers to respond to climate resiliency and low carbon development
plans such as the LCDI and LIECR. These same capacity challenges could also affect
provincial government capacity to participate in the planning and implenntdtprojects and
activities related to the FMD Project. Please reféhéodescription of th€limate Resilience
Subactivity in Annex I, Section B.1.(b) (Environmental and Social Mitigation Measures) above
for further details.

(c) Gender and Social Incion

MCC Funding will support a detailed gender and social assessment of the Blended Finance Hos

and its programs, identifying gaps between the MCC Gender Policy requirements and the

existing policies of the Blended Finance Host. This assessment wiliririhe drafting of a

gender, womenods e caodinzlusiorcfrarmengriotovie miegeatet into the

operatiors manualfor the BFDM Activity, which the Parties will approve. The assessment will

also help the drafting of a Socehd Gendeintegrdion Plan for this Project, which will include

both gender inclusion and wo mebeinplemented bydghmi ¢ [le m
Government and indicators for monitoring progress.

(d) Donor Coordination

This Project will seek to leverage the workotifier donors, including the ADB and the World

Bank, that have been working on the upstream enabling environment for municipal finance with

a view towards facilitating a downstream capital markets transaction issued by a subnational
borrower (i.e., municigl bond or sukuk) supported by blended finance. The Parties have
engaged in discussions with the U.S. Treasupry
Uu. S. Department of Commercebds Commerci al L aw
Commodity Futures Bding Commission regarding possible collaboration with technical

assistance for reforms for capital markets for infrastructure finance and for the development of
foreign exchange markets.

(e) USAID.

USAID works with the Government on a number of relevantssue | n parti cul ar L
Country Development Cooperation Strategy 2@P@5 includes the goal of seeking to increase

private sector engagement through potential estdge transaction advisory support to help

catalyze and desk private sector investmgrcredit enhancements through theited States

International Development Finance Corporatiblended finance, various pubficivate

alliances, andpublipr i vat e partner ships. Il n addition, U S
Financial Servicedwuthority (Otoritas Jasa Keuanganproject developers, and financial

institutions to develop alternative financing mechanisms that utilize blended finance and credit
enhancements for clean energy projects. USAID develops gailite partnerships, elésking
facilities, and provides transaction supporit
(Otoritas Jasa Keuangarand domestic banks to build local capacity in utilizing-necourse

financing for renewable energy and energy efficiency projete Parties will continue to

engage with USAID to determine areas of collaboration to further the FMD P@Qijgmttive
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(f) Sustainability

(A) Operational/programmatic sustainability

To help ensure sustainability, the Capacity Building and TechAgsaktance Subctivity can

be implemented by contracting or partnering with an entity that can offer training and capacity
building in relevant areas pesbmpact, includingnternationalor Indonesiamprofessional

institutes think tanksor training providersThe Government will seek to collaborate with the

Uu. S. Department of Commerceds Commerci al L aw
Department 6s Office of Technical Assistancel
Commission, which &wve preexisting and ongoing relationships with Bank Indonesia and other
Government stakeholders, to support further capacity building, seiterdialogue, and reform.

(B) Institutional sustainability

The Capacity Building and Technical Assistance-&etlvi t y 6 s emphaadi s on hj gfr
operationalevel staff training for individuals as well as support for transformation initiatives,

such as organizational strategy, policy, and engagement with senior management, supports the
FMD Projectds gonabsesofantdahgndgrspoperceptifon
structured financing approaches both at the organizational level and individual levels.

(C) BFDM operational and financial sustainability

The selection oéitherPT Indonesia Infrastructure FinanmePT Sarana Multi Infrastruktur
(Persero) as the Blended Finance Host promotes operational sustainability, and the aim of the
BFDM Activity is in line with the mission and intereststbg Blended Finance Hosto

continue the operational sustainabilitytbé BFDM Activity, the Blended Finance Hosfll use

any funds paid back to be-deployed to other projects fulfilling objectives similar to the FMD
ProjectObjective The Government could also seek to recover the cost of the Transaction
Advisory Services Activity at successful financial closing to enable those funds to revolve for
additional advisory opportunities to bring more projects to market

(9) Policy, Legal, and Reqgulatory Reforms.

To facilitate a flourishing infrastructure finance marketorefs may be supported by the
Capacity Building/Technical Assistance Activity in areas listed in the table below:

Aspect Possible reform areas

Enabling regulations and Specific regulation in support of infrastructure finance, possibly

ecosystem including a roadmap issued by the Government

Tax environment Tax on foreign exchange trading and contracts and
simplification/enhancement of general tax treatment of infrastruct
projects

Legal and contract Improvements to default managent and execution

enforceability

Foreign exchange Regulations on hedging and other enablers to increase onshore {
volume, along with development of hedging instruments
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3. Access to Finance for Womerowned / Micro-, Small and Medium Enterprises
Project

(a) Summaryof Project and Activities

Financial inclusion is a priority of the Government for the sustainable and inclusive development

of Indonesia and is the lortgrm goal of thigroject The objective of thé\ccess to Finance for
Womenowned / Micre, Small and Medium Enterprises Projéicth FISME Finance Projecd )

is to increase lending by formal financial service providers to Mi@mall and Medium

Enterprises owned by women or men in the Target Provinces to support their businesses,
responding to the root causes of information asymnyet and borrower sd6 confitr
will facilitate more inclusive | ending pracii
borrow and make use of this finance, taking| a
W/MSMEs in the Target Provincelsat addresses barriers that small firms face at each stage of

their journey, first towards business formalization, then towards formal finance and the business
expansion that can be unlocked with access to capital for fixed asset purthaseiSME

Finane Project will focus on a specific population of W/MSMEs in the Target Provinces with a

view towards catalyzing growth. The firms targeted will be growth oriénatlder than

subsistence focused and will initially be drawn from sectors with high grovtgimipal, such as

food and beverage, fishery, textile and apparel, and manufacture of botanical praaiétem
growth-oriented producer groups in selected agriculture and agroindustry dbetdnave been

prioritized by provincial stakeholders forropact assistanc&he Project includes four

Activities:

0] Genderinclusive Value Chain Finance Activity

This Activity will provide non real propertpased collateral financing to qualified W/ MSMEs
operating within potentially growing sectors in the Target Provinces.

(A) Onlending Window for Financial Service Providers Sadtivity

MCC Funding will be used to create anddumrevolving fund to be administered dpublic or
guastpublic institution(t h @LWAAdministrato® ) under certain conditii o
institution be considered as a Covered Provider for audit purposes. The OLW Administrator will
create twovindows for lending to FSPs from the revolving fund: 1) Capital Growth Window,

and 2) Fintech Wholesale Window. FSPs will apply for funding from the respective windows

upon successfully satisfying certain criteria, which includes the requirement for/Kh&NE

borrowers to operate within the Target Provinces and within the target sectors described above.
Loans to sel Radrterdr8PO®PHS Hsr o(nt tehifs revol ving fulld
revolving fund. The OLW Administrator will then continweuse the repayments from the

Partner FSPs to the revolving fund to continue to make similar loans and service fee payments

until the funds are completely exhausted. The interest rate on the loans from the revolving fund

to the FSPs will be zero. For edolan funded by the revolving fund, the revolving fund will

8 Various indicators can be used to identify whether firms have growth prospects for continued upward trajectory.
The Athena Global review identified the followingdiindicators: 1) legally registered business status; 2) two
plus years of business operations; 3) company bank account; 4) basic financial records; and 5) product
developmentvistvi s i nput from customers. MCCO * Mastercarddat a ¢ dfl |
Astriverodo questi-omisertoed d eW/tMSMESi.gr owt h
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pay the Partner FSPs an agreed servicing fee to collect and distribute payments. The Capital

Growth Window will provide 50 percent funding for loans to W/MSMEs for the purpose of
acquiring capiteequipment or making other Partner F&bproved productive investments. The
Fintech Wholesale Window will provide up to 20 percent of the funding for loans to fintech
frmsforonl endi ng to W MSMEs within the Tasragdet
underwriting guidelines will be reviewed to ensure that the fintech companies do not
discriminate against rural or women borrowers.

The minimum eligibility criteria for Partner FSPs applying to the two windows described above

will be agreed upon bthe Parties and will include applicable exclusion lists to remove any
doubt related to investments with environmental, social, gender and reputation8uigks
Partner FSP eligibility criteria will include the following:

)l
T

Demonstratedommitment to inaasing the number efomen owned MSMEs

borrowers withisuchPar t ner FSPO6s MSME portfolio.
Demonstrated a credible outreach and engagement plan with W/ MSMEs, especially
women owned MSMEs.

Commitment to W/MSME lending, especially to micemd smallenterprises, with at

least 20percentof borrowers beingmicre n'd s ma l | enterprises
MSME portfolio in previous three years.

Loan conditions requiring full compliance with transparency and disclosure on use of
proceeds.

Ability to quantitatively track information on the financial and business performance of
W/MSMEs.

Ongoing strategy to increase deployment of capital to W/ MSMEs after initial grant
period.

Commitment to participate in training and other capacity enhancement exerdistter

understand the potential of W/MSMESs as valuable customers and provide information to

prospective W/ MSME borrowers.

In addition to the above, this Swalotivity will support a transaction advisor to support the OLW
Administrator to review operatns of Partner FSPs and provide outreach and relationship
management between the OLW Administrator Badner=SPs. This transaction advisor will

support the OLW Administrator to develop eligibility criteria, including an exclusion list, for the

Partner SPs to use in selecting W/MSMb lend to.

In order to ensure that the best possible use is made of MCC Fun&iegl)@ationReview of
this Genderinclusive Value Chain Finana&ctivity will be undertaken as required by, and in
accordance withAnnex V of the PIA

ThisSubacti vity,

(B) Technical Assistance to FSPs Sadtivity

funding, will provide technical assistance, training and other derdanein businesdevelopment
support to Partner FSPs. This wil|l depend
engage in any change towards more inclusive lending practices.

MCC Funding will develop a digital portal, to be hosted byMiastry of CooperatresandSmall
andMe di um E n tMeCSMEO ) mreVe/MSMBs to apply for nowollateralized fintech
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loans whereby Partner FSPs can review and choose to move forward with such applit@ations.
addition, MCC Funding will provide technical assistance totrfearFSPs in several topics,
including the following:

1
1

provide training on credit risk assessments mettmasprove their W/MSME lending
due diligence so that it is more accurate and effective.

support in creating more appropriate and Heased financial and neimancial
(outreach and engagement plan) services for W/ MSMESs.

support thenmn identifying potetial growth-oriented W/MSMESs so as to select a better
pool of candidates for loans.

provide gender training and advice supporting the needs of women owned MSMEsS,
and to adapt their policies to bring gender equality in their W/MSME loan portfolios.
support in developing systems for collecting s#igaggregated data on loans and
repayment performances of their W/MSME loan portfolios. M@donesia will
require Partner FSPs to share this data regularly for monitoring the progress of the
MSME FinanceProject.

The Digital and Financial Literacfenhancement Activity will support trained W/MSMEs to
access and navigate this portal for easier access to finance from Partner FSPs.

(i) Digital and Financial Literacy Enhancement Activity

This Activity will enhancehe viability of W/MSMESs by providing technical assistance, digital
and financial literacy training, and other demand driven business development support to
growth-oriented W/MSMEsSs in the Target Provincése training and assistance will cover
several redvant topics including the following:

T

Financial Literacy: théopics will includebasics of finance, defining financial
concepts, financial behavior, personal financial management, and the separation of
business and personal finan@éis will enabé participants to make informed

decisions and judgments concerning the use and management of their money.
Financial Management of the Enterpritee topics will includdinancial

management of the enterprise, defining the role of internal and externsgsofir
finance investmentsoperational costs, revenues, profits, retained earniage

finance, debt managemebtsinesglanning and forecasting.

Digital Literacy:the topics will includébasic knowledge of digitalization and access
to the internetmobile phones, and fintech space. The training will also cover issues
of data privacy, cyber security and safekeeping of devices, and internet activity.
Digital Financial Literacythe topics will includeconcepts around financial capability
and controlpreparing participants to understand digital financial services and further
extend their ability to manage business affairs through digital means.

Mitigate social risksthe topics will includ€eTlP, gendetbased violence, child labor,

as well as gender &ons learning system for creating a conducive environment for
womends empower ment .

Assist W/MSMEs to apply for loans, especially from Partner FSPs using either the
direct application othedigital portal established under the Technical Assistamce
FSPsSubactivity.
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(i)  MSME Capacity Enhancement Activity

This Activity will support growtkoriented W/MSMES in the Targeted Provinces that are in an
earlier stage of their journey towards formalization and eventually towards formal finance by
providing capacity enhancement training to eligible W/ MSMEsS to develop business skills, access
markets and increase sales.

(A) Formalization, Permitting and Certification of W/MSMEs Subivity

This Subactivity aims to enable W/ MSMEs to become legal erstittecomply with regulatory
requirements that represent structural barriers in accessing formal loans/finance and increase
womenodos control over their business deci sions
technical assistance to W/ MSMEs who ao¢ registered and who lack licenses to assist them

with the acquisition of tax identification and business identification numbers: the first two

essential steps for business formalization. With these two forms of identification in place,

business actors napply for business permits and commercial or operational permits in

accordance with their sectoral requirements. MCC Funding will also provide technical assistance

to these W/MSMEs to facilitate additional certifications, such as intellectual propgrty, fiood

safety climatesmart certifications and other required regulatory compliance.

(B) Market Access Support for MSME Sadiivity

Enhancing W/MSME business capacity through business development services is critical to
bolster their market access, prability and competitiveness. This Sabtivity will provide

training to W/MSMEs in the Target Provinces to promote better business practices (marketing,
record keeping, drafting of bankable business plans, identification of financial gaps/financial
needsfinancial planning, bidding proposals), which can promote accessing finances, enhancing
production and faster sales growth and survival rates of small businBsseSubactivity will

be implementedsing both contracts and partnerships with businessiaiawent services
providers, business associations, sector associations, incubatonspstand accelerators. The
orientation of these trainings will be towards linking W/MSMEs within specific value chains
with suppliers, incubators and associationshwhe understanding that these actors are more
likely to sustain relationships with growing W/MSMESs.

(C)Linking Good Practice Infrastructure and MSME Finance Project for
OneStop and Childcare Services Sadtivity

As noted above, the Good Practice Infradinte Project Activity will, where feasible, construct
Ashared workspaceso for -3WWMSMESet hiace wahd ¢ micl
the facilities upgraded or constructed by reper. The MSME Finance Project will provide

designated seites in these facilities upgraded or constructed undeBtioel Practice
InfrastructureProjectActivity of the ATLAS Project. This Sulactivity will support

i mpl ementation of the MowierCoP@naderResgandivaWarko n 5/ 2
Facilities and Child Care in the Workplaoghich also regulates the obligations of Government

and private institutions torpvide equal opportunities to every woman and man to carry out their

duties, functions, rights, and responsibilities in the workplabe.MSME Finance Project will
contract consul t anstt ofpior ni(asc)i Itiot ineasn a(gfeairdsol niet ||t e
identification numbers, registration/ formalization of businesses, permits and certifications,

cashless solutions, FSP outreach, financial kiosksfinancial services, and others) and

childcare centers.
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(iv)  Augmenting Government Data on MSMEstivity .

This Activity will support the Government in gathering and analyzing W/ MSME financial and
technical performancandW/MSME sexdisaggregated data. This Activity will include:

(A) Technical assistance and capaéiityilding

This Activity will providetechnical assistance and capatitylding to help standardize efforts
by the public sector to collect information on W/MSMfascess to finance amerformance.

(B) Capacitybuilding for MoOCSME

This Activity will provide capacitybuilding for the MoCSME t&ff to help them better capture

and understand data on financial and technical performance of W/ MSMEs. MOCSME intends to
establish and maintain a single database of cooperatives and W/MSMEs, with data initially

collected from a nationwide census that Ww#él undertaken in cooperation with the

Government s Central Statistics Agency in 202
economic analyst at the ISME to analyze the database information. The economic analyst

will provide training on economic analgsio the MoCSME stafupport the maintenance of the
databasend help improve the MSME database information system at the MoOCSME as well as
producing policy analysis as need®CC Funding will also be used to train MOCSME staff to
continueto expand the abovementioned data analysis and maintenance, including by bringing in

data sets from other government departments that would allow MoCSME to measure the relative

risk of W/IMSMESs byarange of characteristics such as industry, business size, location, and

gender. The Parties will agree on whether to add a component to this Activity specifically

focused on sharing data with W/MSMEs for the purpose of advising W/ MSMESs on improving
their creditworthiness in |Iine with some of] M

(b) Environmental and Social Mitigation Measures

The MCC Environmental Guidelines classify the Project as Category D, in thiitinvolve an
intermediateentity® that will use MCC Funding to finance subprojects that may potentially, but
are generally not expected to, result in adverse environmental and social intpaarighough at
present it is surmised that tiReoject poses few environmental and social risks, dligedice

efforts will continue to identify areas in which tHeroject may contribute to improved
environmental and social performance of beneficiaries, particularly in the realm of climate change.
based on specific guidelines for activities, sectors and/or value chains supporte@iwjebie

A Projectlevel ESMS will beelaborated to guide assessment and mitigation of environmental
and social risks and/or impacts associated with W/MSME sectors and value chains, In addition,
the ESMS will frame operations of each activity from an environmental and social compliance
standpint (e.g., establishment of an exclusion list, etc.) and identify specific outreach, capacity
building and lending efforts for individual sectors and/or value chains, with particular emphasis
on the MSME Capacity Enhancement Activity. The elaboratioralziuation methods for the
evaluation of activitylevel results which are potentially related to climate change adaptation,
mitigation and sustainable landscapes will also figure prominently in the MSME Finance

Whil e MCCds Environmental Guidelines use the term c|f at
projects, the Parties have replaced o6facilitydo wit] t
Finance Project is a notgaant facility.
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Projectdos ESMS. F i n aProjeadt is, similar tottHe EMDMPEOME, arfongy a n c|le
the Compact interventions whawCC Funding will primarily cover advisory tasks, the

l nternational Finterpaetatiore No@ o Fnancia interrmediarigs!l guide

ESMS development.

(1 Climate Redience SubActivity .

In anticipation otheneed created by the various climé&teused aspects agriculture and

natural resourcbased value chains potentially associated with the MSME Finance Project, as
well as implementation of both the ATLAS and FNFDojects, the Climate Resilience Sub

activity is intended to address known challenges related to the technical capacity of provincial
level decisionmakers to respond to climate resiliency and low carbon development plans such as
the LCDI and LTSLCCR. These same capacity challenges could also affect provincial
government capacity to participate in the planning and implementation of activities related to the
MSME Finance Project. Please refer to description othe Climate Resilience Sulctivity in

Annex |, Section B.1.(b) (Environmental and Social Mitigation Measures) above for further
details.

(c) _Gender and Sacial Inclusion

On July 8, 2022, the Ministry of Finance issued RegulationPNK 112/2022which stated that

taxpayers that reside in Indonesia will use their Residential Identity Nufdberaf Induk
Kependudukan/NIKas atax identificationnumber instead of the previsly used NPWPnomor

pokok wajib pajak This changeanenablethe choice for marriedomen touse their

Residential Identity Numbdor tax purposesPreviously, the Law No. 36 of 2008 on Income

Tax adhered to thenitas personae r fAf ami |y unito as an econoriic
head of the family. One family unit was given only eaeidentification numbeunder the

h us b an o9 Aftermariage,awoman with an income artdxidentification number

needed to combine h@formationwith herhusbands obligations, and heax identification

numberwas removett. If a married woman wanted to obtain or maintain her indivithal

identificaton numbeyrshe had to apply tine Director General of Taxes witeveraldocuments,

including (i) apre-nuptial agreement, (ilerh u s b daxidemtdgication number(iii) the

marriage certificate, (iva notarized statemeif willingnessto carry outhertax obligations.

Due to this difficult process, the mdaxorityl o
identification numbeto register their businesses and access finance, which resulted in the

husbands becoming the signing aurity and decisionmakers on the amount and use of

investments and income, which was mostly spent for household and family expenditure, rather

than reinvestment into businesses.

In 2020, the National Strategy of Financial Inclusion was updated by inclgdimdgr equality

in financial inclusion and prioritized programing for W/MSMEs, financial literacy, and sex
disaggregated data collection. To implement this gender equality in financial inclusion and the

Mi ni stry of Fi n@NKEY222Bferancetl above, then MSNIE Finance
Project wildl i nclude sever al i ncl u sacthaties, genyde
including the following:

10 Article 31 Paragraph (3) Law No. 1 of 1974 on Marriage which stipulates that "the husband is the head of the
family, and the wife is the housewife".

11 Article 7 Paragraph (1) of Director General of Taxes Regulation No-(RER]/2020.
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1 Formalization of women owned MSMEs: largeale outreach and communication will
be conducted to raise wonters a wa r ¢heydavs a chdicato have their otax
identification numberThe communication will also include information of the potential
advantages and responsibilities of havimgir own tax identification numberMCC
Funding will be used to conduct outreach and support to women owned MBKES
preparation of paperwork formalize their businesses.

f Support i mplementation of theowWiondECPOSs FRleg
Gender Responsive Work Facilities and Child Care in the WorkplC€€& Funding will
provide: (a) assessments of childcare services, (b) dialoguesubmational
governments and business associations to support establishment of childcare facilities an
devel oping a database of childcare serviice
support for the development of affordable matth@sed small lsinesses for childcare.

1T Feasibility studies on AShared PRMperkspacel
MCC Funding will support (a) a dialogue with W/MSMES, women traders, business
associations and | ocal gover nnmnntf offor es|t a
W/MSMEs, especially in thBroper, and (b) an assessment of global and Indonesian
good practices to design a market system that manages shared wakspetdess
solutions, equipment, storage, safe facility and childcare for waradars, producers
and suppliers.

1 Using the assessments and dialogues, Mi@onesidl will draft a SGIP that is aligned
with the MSME Finance Project, with activities and indicators for implementation of
i nclusion, gender and wactiviéias ans maicoong aofthe ¢ e mp
progress of those activities.

(d) Donor Coordination

The MSME Finance Project is designed to complement the work of a vibrant development

partner community in Indonesia focused on the issue of financial inclusion, inchbDiBgthe

Wor |l d Bank, USAI D, DFAT and NGOs such as Wome
There are multiple opportunities for the MSME Finance Project to support broader work in

financial inclusion that is being funded by ADB, the World Bank, USAID, DFAd the Gates
Foundation. This may take the form of Alumded partnership agreements between these entities

and the Government through M@Adonesia Il. The implementation approach for this Project

will also rely on partnerships with FSPs, business adsmtsa sector associations, incubators,

startups and accelerators that bring valuable knowledge and experiencaMISME context

in theTargetProvinces, and that have an interest in sustaining gains beyoQonmgactTerm.

(e) USAID.

USAID has a long litory of working with W/MSMESs in Indonesia. MCC and USAID have

regularly shared information regarding potential projects in common focus areas of fintech and
blended finance. The compact development process also benefited from lessons learned from
USAID programs to date focused on training young entrepreneurs, which helped to inform the

design of the MSME Finance Project, particularly with respect to assessments of digital financial
literacy. As mentioned under the ATLAS Project, there is no overlap betME€énTarget

Provinces and USAID higpriority provinces, therefore the focus has been on opportunities to

| earn from and scale one anotherdés efforts | a
USAID has shared information on their ongoing Coffee Value Chain intervention in Aceh, East

Java, and North Sumatra in partnership with Root Capital and KBuri@epper, as well as
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offering continued dialogue and updates on the velh#en building activities under this
partnership.The Parties will continue to engage with USAID to determneasiof collaboration
to further the MSME Finance Project Objective.

(f) Sustainability

This Project will incentivize the FSPs to cjon
customer base which shoul d i nc TesPmjectiFes® s 6 pir o
aligned with the Gover nmeAltapacitybwelding dcavities wiy a pijp r
be conducted in coordination wisubnationajovernments, business associations, and training
institutes. The Government will disseminatekey stakeholders, artie general public, lessons

from successful training modulesedby W/MSMEs to access finance and expand their

businesses. The Government can share the training modules with partners to enable them to
continueprovidingtraining, meétoring,andcoaching taavast number of W/ MSME® improve

growth and poverty reduction. In addition, the Augmenting Government Data on MSMEs

Activity is meant to build greater government capacity to help support W/M8atieEsss to

finance more effectely after the Compadierm, over and above any market improvements.

(9) Policy, Legal, and Regulatory Reforms

MCC Funding can be used to conduct an assessment of and consultation with the Director
General of Taxes on its needs for implementing PMK 112/20#%#iharget Provinces

Additional assessments may be needed to review the policy, regulatory, and V@gaineent

for business regulations, licensing/permits, childcare standards, and standards for one stop
services for W/MSMEs and shared workspaces for weovamed MSMESs standards as well as
to understand options for strengthening financial institutions.

C. IMPLEMENTATION FRAMEWORK
1. MCA -Indonesia ll

(@) Establishment oMCA-Indonesia Il

The Government establish®CA-Indonesia llas a trustee institution known akembaga

Wali AmanatLWA) pursuant to @vernmenRegulationNumber10/2011 and Rsidential
RegulationNumber80/2011 through the issuanceMinister of National Development Planning
RegulationNumber5/2022as promulgated oAugust 9, 2022

(b) Independence and Autonomy

MCA-Indonesia lIshall have operational and legal independence and full decisading

autonomy, including, inter alia, the ability, withaarty obligation taconsultin every instance

with, or obtainthe consent or approval of, any other party, to: (i) enter into aistimits own

name, (ii) sue and be sued, (iii) establish bank accounts with financial institutions in its own
name and hold MCC Funding and the Government Contribution in those accounts, (iv) expend
MCC Funding and the Government Contribution, (v) engageractors, consultants and/or
grantees, including, without limitation, procurement and fiscal agents, and (vi) competitively
engage one or more auditors to conduct audits of its accounts. The governance-of MCA
Indonesia Il shall be set forth in more a@iéin the constitutive documents and internal
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regulations of MCAIndonesia Il which must be in form and substance satisfactory to MCC and
in accordance with any related MCC policies.

MCA-Indonesia Il shall be governed and managed by a boardstée (the fiBoard of
Trustee®) and an operations unit (tfi®perations Unib).

(c) Board of Trustees

TheBoard of Trusteeshall have ultimate responsibility for the oversight, direction, and
decisions of MCAIndonesia Il, as well as the overall implementatbthe Program. ThBoard
of Trusteeshall comprise up televenvoting members and two nesting observersin
accordance witthe Minister of National Development Planning Regulation Nuniz&f/2022
as promulgated oNovember 30, 2022he voting members of ti&oard of Trusteeshall
include the following representatives:

1 4 representatives from tidinistry of National Development Planning/National
Development Planning Agency

1 representative from the Ministry of Finance

1 representate from the Ministry of Public Works and Housing

1 representative from the Ministry of Home Affairs

1 representative from thdinistry of Cooperatives and Small and Medium Enterprises
1 nonGovernment member representing phivate sector

1 nonGovernment member representacademia

= =4 4 A4 4 A -

1 nonGovernment member representiigil society:.

The number and composition of voting members may be changed through amendments to and ii
accordance wthMCA ndonesi a | I 6s ¢ on srhairdguldationyvdath d oc ume¢/ nt
MCCb6s appr o-@adrnmenTrhembers shall be selected in accordance with the
Governance Gui del i mResaentCountryDirectdrdnilrndonesia and MeC C 06 s
ExecutiveDirector of MCAIndonesia Il shall serve as nonting observers of thBoard of

Trustees

(d) Operations Unit

The Operations Unit consists of the staff of MG#lonesia Il who have responsibility for the
day-to-day activities and operation of the Program and for assistingaaed of Trusteewith
implementing the Program. The Operations Unit shall be led by an executive team comprising
executive director and the directors and officers as agreed between the Parties, and further
staffed with additional staff to support the executive team anble the Operations Unit to
execute its role and responsibilities. sthff of the Operations Unit shall be selected through an
open, competitive, and nahiscriminatory recruitment and selection process (or its equivalent).

2. Implementing Entities.
Subject to the terms and conditions of this Compact, the Program Implementation Agreement,

and any other related agreement entered into in connection with this Compact, the Government
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intends to engage one or more entities of the Government to assishplgimenting one or

more Projects or Activiti elmpleMmentingBntityp ) mpoidéaet| t
appointment of any Implementing Entity shall be subject to review and approval by MCC. The
Government shall ensure that the roles and regpbiiss of each Implementing Entity and

other appropriate terms are set forth in an agreement, in form and substance satisfactory to MCC

( e a c mplanmentifig Entity Agreemerit ) .

As of the date hereof, the Parties agree that the following entities will be Implementing Entities
under thisAgreementPT Sarana Multi Infrastruktur (Perserdjinistry of Finance, MOCSME,
Ministry of National Development Planning/National DevelopmeanRing Agencyand the
Ministry of Public Worksand HousingAdditional Implementing Entities will be engagedor

to orduring the Compact Term and will enter into an Implementing Entity Agreement

3. Fiscal Agent and Procurement Agent.

Unless MCC approves otherwise in writing, the Government shall engageaitiirexpertise

in financialmanagement and reporting to serve as fiscal agenfifteeal Agend), and an

individual or firm with expertise in public procurement and contractagpament to serve as
procurement agent (thi@rocurement Agert). It is expected that the Fiscal Agent and
Procurement Agent, respectively, shall assist the Government to ensure that all Redgjeohn
financial management activities and procurementsa@ameucted in strict compliance with the
principles, rules, and procedures set out in this Compact and related MCC policies, procedures,
or guidance. The duties of the Fiscal Agent and Procurement Agent, respectively, shall include
those set forth in the Bgram Implementation Agreement, as well as those set forth in the
respective agreements, each in form and substance satisfactory to MCC, entered into between tl e
Government and each agent.
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ANNEX II
MULTI -YEAR FINANCIAL PLAN SUMMARY

Amulti-y ear f i nanci aMuli-ydaFmansiaiPlam&umynargg )i f or t he FEir o
is attached to this Annex Il &«hibit A. By such time aspecified in the Program

Implementation Agreement, the Government shall adopt, subject to MCC approval,-geauulti

financial plan that includes, in addition to the mykar summary of estimated MCC Funding

and the Government Contribution, the annual @uarterly funding requirements for the

Program (including administrative costs) and for each Project, projected both on a commitment

and cash requirement basis.

The Government <€Caowtersit bRatnEighhMdlidm SixiHandred Seventy

Five Thousand Dollar@JS$48,675,00Dis equal to 7.5% of MCC Funding, meeting the

minimum requirements of th8uidelines for Country Contribution#s described ifPart A of

Annex |, the Compact has been developed in alignment with the priorities of thernGuw.

Therefore after Compact signature and in supportha Project Objectiveshe Government

shall makea combinatiorof in-kind and financial contributions as necessary to carry out the
Government 6s responsi bil i tpace SuclucordrieutionsSseatl bei o nf| 2
aligned withtheG o v e r n Neagional Bledium Term Development Plan and other

development plans

In connection with this obligatioand following Compact signaturthe Governmerghall invest
US$48,675)00in compliance withSection 2.6(agnd as summarized in the Mu¥ear

Financial Plan Summary and more fully described in Annex Il of the Hllde Government

Contribution mayinclude financial support for the ATLAS and FMD Projects by providing
complementarynvestments towardBroper, the PPDF and subnational debt instruments. Such
contribution shal/l be in addition to the Goyjer
Objectives in its budget for the year immediately precedingitirengof this Compatand may

be allocated from thAnggaran Pendapatan dan Belanja Negéstate budget) or from other

sources which fulfill theeriteria for financialcontributionsset forthin the Guidelines for

Country Contributions

During implementation of the Prograthe Governmen€ontribution may be modifiedith
MCCO6 s a,pmwidedvthatthe modified contributions continue to advance the Project
Objectives.
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EXHIBIT A TO ANNEX Il
MULTI -YEAR FINANCIAL PLAN SUMMARY

(US9)

CFF Year 1 Year 2 Year 3 Year 4 Year 5 Total
1. Advancing Transport & Logistics Accessibility Services (ATLAS)
1.1 Transport Planning Reform 92,855 985,711 9,385,711, 9,685,711 4,785,711 2,085,711 27,021,409
1.2 Good Practice Infrastructure Projects 671,416 1,342,831 11,042,831 53,542,831 98,342,831 30,442,831 195,385,571
1.3 Public Investment Management Guidelines (PIMG) 64,284 128,569 6,628,569 6,228,569 5,028,569 628,569| 18,707,129
1.4 Project Preparation and Delivery Facility (PPDF) 328,565 4,657,130 20,557,130 20,657,130/ 21,357,130 28,057,130, 95,614,215
1.5 Support Services 1,739,035 1,785,570 2,220,570 2,520,570 2,888,070 2,388,070 13,541,883
Subtotal 2,896,155 8,899,810| 49,834,810| 92,634,810 132,402,310/ 63,602,310| 350,270,207}
2. Financial Markets Development
2.1 Capacity Building/Technical Assistance 1,494,017 5,207,035 5,564,122 5,432,177| 5,471,260 3,463,256 26,631,869
2.2 Transaction Advisory Services 1,800,610, 2,727,440 2,727,440 2,727,440 2,727,440 2,727,440 15,437,809
2.3 Blended Finance Delivery Mechanism (BFDM) 785,029 6,493,777| 11,549,963 11,608,959 11,670,904] 11,735,946/ 53,844,578
Subtotal 4,079,656| 14,428,252 19,841,525| 19,768,576| 19,869,604 17,926,642 95,914,256
3. Access to Finance for W/MSMEs
3.1 Gender Inclusive Value Chain Finance 4,420,031 9,417,562| 12,812,562 14,462,562 15,160,062 15,760,062 72,032,840
3.2 Digital and Financial Literacy Enhancements (DFL) 285,063| 3,757,007 4,951,967 5,429,951 5,429,951 5,190,959| 25,044,897
3.3 MSME Capacity Enhancement 800,726 5,173,453 6,823,453| 6,583,453 6,683,453 6,448,453 32,512,990
3.4 Augmenting Government Data on MSMEs 1,021,428| 1,042,856 1,042,856 1,042,856 1,042,856 1,042,856 6,235,710,
Subtotal 6,527,249 19,390,878| 25,630,838| 27,518,822 28,316,322 28,442,330| 135,826,437
4. Monitoring & Evaluation
4.1 Monitoring & Evaluation 500,000 1,000,000 500,000 1,000,000 1,500,000 2,500,000 7,000,000
Subtotal 500,000 1,000,000 500,000 1,000,000( 1,500,000| 2,500,000 7,000,000
5. Program Administration
5.1 Program Administration 10,172,397 9,107,623 9,141,854 9,390,589 9,582,338 12,594,302 59,989,101
Subtotal 10,172,397 9,107,623| 9,141,854| 9,390,589 9,582,338| 12,594,302| 59,989,101
Total MCC Funding 24,175,457| 52,826,563| 104,949,027| 150,312,797| 191,670,574| 125,065,584( 649,000,000
Government Contribution 9,735,000 9,735,000 9,735,000 9,735,000 9,735,000/ 48,675,000
GRAND TOTAL COMPACT PROGRAM INVESTMENZ4,175,457| 62,561,563| 114,684,027 160,047,797| 201,405,574 134,800,584{ 697,675,000

ANNEX I1-2



ANNEX Il
COMPACT MONITORING & EVALUATION FRAMEWORK

This Annex |11 outlinesM&EDbE Mmoamewbor kgfandtjbv
which will be furtherM&&EPlanbdr afTeke iactamal M&ETrpk
content of the M&E Plan, which may differ from those specified in this Annex Ill, shall be

agreed to by the Parties in accordance wittPihieey for Monitoring and Evaluation of Compact

and Threshold Programs t WM&E Rblicy0). The M&E Plan may be modified from time to

time as described in the M&E Policy without requiring an amendment to this Annex Ill. The

M&E Plan shall be posted publicly on the MCC Website and updated as necessary.

1. Objective

MCC and the Government shalrfoulate and agree to, and the Government shall implement or
cause to be implemented, an M&E Plan that explains in detail how and what MCC and MCA
Indonesia Il shall (i) monitor to determine whether the Projects are on track to achieve their

intended resudt Morfitoring Componend ) , and (ii) evalwuate to alss
strategies, provide lessons learned, compare costs to benefits, and estimate the impact of compi ct
i nt er v &wluatienrfCempénéra ) . The M&E Pl ainmdicattrathal s u mma |

must be reported to MCC on a regular basis, as well as a description of any complementary data
to be collected for evaluation of the Program. The M&E Plan shall also include any M&E
requirements that MCAndonesia Il must meet in order teceive Disbursements and shall serve

as a communication tool so that M@Adonesia Il staff and other stakeholders clearly

understand the objectives and targets that M@#onesia Il is responsible for achieving. The

results of M&E activities, measured byonitoring data and evaluations, shall be made publicly
available on the website of MGKkdonesia Il and on the MCC Website.

2. Project Logic Diagrams

The M&E approach for each Project is built on the project logic diagram, which illustrates the
causeandeffe ct t heory of how a Projectds intervelt.i
Objective and details key intermediate results expected along the way. The project logic diagram
provides a graphical representation of the Project as described in Secfiégmiea | of this

Compact and of the impacts targeted by the Project as described below in the section titled
Projected Economic Benefits and Beneficiaries

The project logic diagrams for the Program are as follows:



Project Logic: Advancing Transport and Logistics Accessibility Service (ATLAS)
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Project Logic: Financial Markets Development Project

CORE PROBLEM ACTIVITIES OUTPUTS OUTCOMES OBJECTIVE

{by Compact End Date)
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3. Projected EconomicBenefits and Beneficiaries

The economic analysis of compact programs aligns with the theory reflected in the project logic
diagrams. It consists of a cds¢nefit analysis, which is summarized by an estimated economic
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rate

3.1

o fERRO ¢ t, u ram d @ripandlysisn Ehé ecanomic analysis informs the Indicators
for each Project and is summarized below.

Projected Economic BenefitCostBe ne f i t

whether project costs are justified by the estimated econmeniefits that can be directly
attributed to the Project. The underlying economic logic of the CBA model(s) follow(s) the
project logic diagrams depicted above. Additionally, several of the variables included in the
model become key Indicators to monitbetProject(s) and evaluate whether each Project

@BA®) yisd scqripl et ed ||t

achieved its objective as set forth in SectiondE.this Compact, as well as determining its cost
effectiveness. Each model includes estimated benefits and the total estimated costs to reach thojle

intendedbenefits, whether costs are incurred by MCC, the Government, another donor, or
another entity. These are typically examined over-ge20 period, unless noted otherwise.

The table below provides a summary of the estimated ERRs for the Projects. The text following
the table describes the general methodology and logic of the CBA model(s), as well as the key
benefit streams, costs, assumptions, risks, etc. for each of tdated ERRs.

Planning Reform, PIMG, an
PPDF Activities

Project/Activity Estimated Economic Rate of Return
ATLAS Project 10.03%
ATLAS Project/Transpor| 15.38%

ATLAS Project/Good Practici
Infrastructure Projects Activity

5.56942

FMD Project

Unknown, pending specific details g
proposed investment projects a
blended finance transactions propos
to be supported by the Compact. T
ERR needs to be calculated prior
entry into force PIR (defined below
activities do not have estimated ER
due tolong-term nature when benefi
are expected. Beneficiaries also ng
to be more specifically identified fq
CBA to be carried out.

MSME Finance Project

16.52%

Economic Modeling of the ATLAS Project

The

|l evel

ATLAS Projectds
ERRs. There 1 s

EERMRS asbeciptednwithstwosets ot stilmgectp a i r

one CBA

12 See explanation in the fifth paragraph following the table.
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Activities, namely the Transport Planning Reform, PIMG, and PPDF Activities, and there is
another CBA associated with t@od Practice Infrastructure Projects Activity (which is in turn
an aggregation of Sudtivity-level CBAs corresponding to four potentiioper).

The ATLAS PIR CBA models improved efficiency sfibnationatransport infrastructure
investments as well asgreater quantity of said investment. More specifically, the Activities in
guestion are modeled as resulting in the increased production of transport user services per dollgy
invested: Relative to the counterfactual scenario, the-pvitfect scenario feares a higher
(discounted) benefitost ratio of transport infrastructure investments, and therefore a greater
guantity of transport user services produced for a given amount of investment. Expert opinion
suggests that transport infrastructure investreéfidiency could reasonably be expected to
increase by arouniive percentas a result of the Project. For want of evidence to the contrary,
and in the interest of conservatism, the model assumes that these efficiency gains only apply to
subnationatransprt infrastructure investments in the Target Provinces. In addition to these
efficiency improvements, the model also assumes that the PPDF will instdamsional

transport infrastructure investments nationally by around $88 million annually. This figsre
informed by the development of the Good Practice Infrastructure Projects Activity, which
involved the identification of roughly $17 million worth sfibnationalnvestments with ERRs
above the ERR threshold @ percenacross the Target Provinceswhich that Activity was
developed. After assuming that the $17 million worth of investment would ultimately remain
economically viable with a probability of 75 percent, and scaling up to the nationaltevel,
calculationresults inthe $88million figure. The baseline (counterfactual) benebst ratio is

then applied to this figure for an estimate of the increment to transport user services produced
annually of about $39 million. This second benefit stream constitutes the great majority of
modeled benefits, and therefore drives the ERR.

As is typical with PIRintensive investments, there is a shortage of published evidence on which
to base the CBA and as a result the model is expected to undergo further refinement as design
work proceeds. @rently, modeling uncertainty is substantial, even if the model is plausibly

conservative on balance (based on current kino

contribution to newsubnationatransport infrastructure investment to an extent that is ditfto
overstate, and the model therefore clearly |s
upo of its services by provinces al/l over Iin
will also further examine baseline transport infrastinee investment results in the form of

typical benefitcost ratios associated wislubnationatransport investments. In particular, while

the model relies on a plausible value generated by the International Monetary Fund (of public
investment efficiencyn general), this parameter plays a key role in the CBA and will need to be
further examined in future modeling work.

Modeled project costs include costs supported by the Compact as well as additional costs borne
by the Government. Compastipported costsclude the latest estimates of the cost of
implementation of the various Activities, as well as monitoring and administration costs.

The second CBA associated with the ATLAS Project is for the Good Practice Infrastructure
Project Activity. This represents aggregation of the four CBAs of four potenRabper,

namely the EV Public Transport (Bali), Bersehati Market Elements (North Sulawesi),
Development of the Kuala Riau Port (Riau Islands), and the Ampera LRT Station (South
Sumatra). The 5.56 percent ERor this Activity masks substantial heterogeneity amongst the
four ERRs for these projects. In particular, the Riau Islands intervention is the only CBA with an
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ERR above the hurdle ratetehper cent , whil e the Bal. thet er
ERR for the South Sumatra intervention is negative and substantial in magdaifindse CBAs

are merely notional, however, as they were constructed without the benefit of reliable
information on what would be implemented, what baseline conditionaraayhat plausible

program impacts might be. The results should therefore be interpreted as merely indicative of
whether the interventions as they are currently conceived demonstrate any economic promise.
Further modeling work will take place as desigirkvoroceeds.

Economic Modeling of the FMD Project

The CBA model for the FMD Project incorporates the two key aspects of blended finance
transactions, namely the issueanlditionalityandleverage That is, whether the Compact grants

ar e-riiddé& i nctpdhat the miyate sector lenders and equity investors would not participate
in otherwise, and is the minimum amount of scarce grant resources being used to mobilize this
financing. These considerations are over and above the usual assessment ofavyjttdreral
infrastructure is a fgo tdperpenERR bucdie tate ondtheef | n e d
basis of its economic costs and benefits without taking into account the additional financial
benefits and costs of the financial structure of thad®d financing transaction (e.g., economic
growth and job creation, protected environment, climate action, women's economic

en

a

empowerment, among others). Assessing these aspects requires a model that incorporates a vie|\v

about the weighted average cost ofi@pcapital market sentiment, enhancements provided by
government and donors, and how they interact with the estimated ERR for a project that has a
financial structure involving blended finance instruments, such as viability gap funding, a project
bond,stapled finance, among others. The envisaged blended finance transactions can have a
broader impact (e.g., through the development of financial markets) and funds are not allocated
randomly through the BFDM Activity but based on criteria such as crenfigsaand the

availability of fundable projects. These benefits will also take time to materialize but have the
potential to yield important lessons at the national level.

For the capacity building and transaction advisory services being contemplatedPiojdtt,

the total costs are identified but the benefits are expected to be realized over a longer period of
time than thdive-year Compact period. The specific scope and number of beneficiaries is also
yet to be determined so as to allow for an ERBet@stimated at this time. Given that the

specific projects and transactions are yet to be identified and that associated policy and
institutional reforms will take time to materialize and get adopted by those who benefit from the
envisaged capacity builay activities, there wilbe difficulty in constructing a counterfactual
scenario with and without the FMD Project, even perhaps at thealb$EBA stage.

Economic Modeling of the MSME Finance Project

The MSME Finance Project is modeled in a sirgBA, which includes W/MSMEs as well as
FSPs as beneficiaries. One set of W/MSMEs are modeled as benefiting from firm training
Activities only, and these W*MBdhErsdgiofpr ofi t s

BThe Bal i interventionds ERR is undefined since the
ERR is technically incalculable.

1n accordance with McKenzie, David. 2028mall Business Training to Improve Management Practices in

Developing Countries: Reassessing the Evidence for 'Training Doesn't Work." Policy Research Working Paper
9408.
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W/MSMEs benefit from the advent of relatgmps withPartne=SPs, which is assumed to

result in access to credit at relatively low rates of interest. (Amongst firms that are modeled as
borrowing in both counterfactual and wiihoject scenarios, interest rates are assumed to
decrease from 34 pexct to 15 percent across scenarios.) This improved access to credit is
assumed to result in increased borrowing (including amongst W/ MSMEs who only reinvest
profits rather than borrow in the counterfactual), which in turn is assumed to result in greater
investment and higher profits. Each dollar of additional investment is assumed to result in
roughly $0.68 in additional profit PartnefFSPs are also assumed to benefit from the formation
of these new relationships: Rather than merely earning returnsaasdosith lowyield treasury
securitiesPartner=SPs in the witiproject scenario are assumed to lend at a 15 percent rate of
interest. In other words, increased lending in the-prthject scenario is expected to be mutually
beneficial (which is necessafor sustainability).

The evidentiary bases of the model reasonably support its conclusions even as further

refinements will be needed as design work procéctish e model 6 s key assunjpt
to the number of W/MSMEs who will benefit from theofect and the aforementioned impact of
investment on profits. The assumptions underlying the estimated numbers of beneficiary

W/MSMEs are strong, and further design work could result in substantial changes to these

numbers (in either direction). The ERRriot expected to be substantially affected by this kind

of change as |l ong as the Projectds budget ifs
beneficiary W/IMSME estimates. The assumed impact of investment on profits is also arguably
optimistic: While it is certainly not the highest estimate that the relevant literature has produced,

it is not the lowest either. On the other hand, the W/MSMEs who are modeled as benefiting from
improved access to credit are assumed to have already undergone traairigo improve

those W MSMEs® capacity to use | ent funds pifro
viability as currently modeled can sustain substantially lower impact parameter values (all other
things equal).

Again, the benefits described afecare set against estimated costs, including Consoggtorted
costs as wel |l as a share of the Government 0s

3.2  Projected Program Beneficiari@he M&E Plan shall also document the analysis
conducted to identify the penss or entities expected to benefit from the Program. Beneficiary
analysis is an extension of the CBA and seeks to disaggregate the total benefits to determine
specifically which segments of society will benefit from the Projects and Activities. MCC
consicers beneficiaries of Projects and Activities to be those people who experience better
standards of living as a result of the Project or Activity (as the case may be) through higher real
incomest’ For definitional purposes it is important to note that not all MCC project participants
are necessarily project beneficiaries. The expected beneficiaries of this Compact over 20 years

151n accordance with De Mel, Suresh; McKenzie, David; Woodruff, Christopher. 2R6furns to Capital in
Microenterprises: Evidence from a Field Experiment." Policy Research Working Paper 4230.

16 For example, the parameters in the model related to baseline levels of W/MSME investment and profits are basec
on imperfect evidence. Themmd 6 s concl usions are |l ess sensitive t w
these variables, however.

"As used in this Compact, the t er mGuidiresferEdomomiaang 0 h a t
Beneficiary Analysis
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(unless noted otherwise) are shown in the following table. The texwliké table provides a
description of the beneficiaries.

Project/Activity Estimated Beneficiaries
ATLAS Project TBD
FMD Project TBD
MSME Finance Project TBD
Total* TBD

*There is some anticipated overlap in beneficiaries across the projects so the beneficiaries cannct
simply be added together to estimate total compact beneficiaries.

The beneficiaries of the ATLAS Project will consist of users ofauynationatransport
infrastructure that is expected to be provided or improved as a result of the ATLAS Project.
These beneficiaries are expected to reside inside and outside the five Target Provinces, as the
Project will combine physical works in tA@rget Povinces with policy and institutional reform
elements intended to affect the quantity and qualityubhationatransport infrastructure

beyond the Target Provinces. Given the potential lags with which these impacts will be realized,
estimates of the tat number of beneficiaries will also take into account projected population
growth rates.

For the FMD Project, the beneficiaries of the training and capacity building activities will consist
of blended finance and commerciaflyiented financeelated progct sponsors, potential
lenders/investors, and government actors at the nationaludométionalevels in the Target

Provinces. At the specific transactions level where the FMD Project aims to support beneficiaries
wi t h gr antr ifsuknod spoohireecidityloegerited financing, the envisaged benefits

will entail the value added from creating better financial structures that bridge suppliers of
capital and users through private sector operators who facilitate the linkages between the real
economy ad the financial markets. These operators include banks, pension funds, investment
banks, norbank financial intermediaries and equity investors from home and abroad and these
operators will also be beneficiaries of the FMD Project. Indirect benefitaeailie to

stakeholders in other provinces, where most domestic capital market transactions are executed i)
Indonesia. In addition, these benefits include promoting matching oftéwngsavings with

long-term investments; and facilitating the efficienbahtion of scarce financial resources to

priority infrastructure investments that will benefit a share of the population of households and
firms in the Target Provinces.

The number of W/MSMEwho are expected to bendfibm the MSME Finance Project are
edimated to number approximately 48,00@rtne=SPs who lend to them will also benefit. One

set of W/IMSMEs is modeled as experiencing profit increases following training, while another
set of W/IMSMEs is modeled as benefiting from all three Activitieduding via the increased
investment and higher profits that access to affordable credit is assumed to r&artinier.

FSPs are also modeled as benefiting from this lending, since the interest rates they are assumec
to charge yield greater income thantde lowreturn assets they are modeled as holding in the
counterfactual.
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4. Monitoring Component

As defined in the M&E Policy, monitoring is the continuous, systematic collection of data on
specified Indicators to measure progress toward profgettives and the achievement of
intermediate results along the way. The Monitoring Component of the M&E Plan summarizes
the monitoring strategy to monitor progress toward achieving the results of this Compact, which
requires identifying the (i) Indicatsy (ii) definitions of the Indicators, (iii) Baselines and

Targets, (iv) sources and methods for data collection, (v) frequency for data collection, (vi)
reporting requirements, including the party or parties responsible for collecting, analyzing, and
repating relevant data, along with the process and timeline for reporting on each Indicator to
MCC, and (vii) approach to assessing and ensuring data quality. It should be noted that some
Indicators continue to be tracked after the Compact Term as necessary.

4.1 Indicators The M&E Plan shall measure the results of the Program using quantitative or
gualitative variables that provide a simple and reliable means to measure achievement of targete||l
r e s ulhdicaorsg )i .

4.1.1 Definitions

The M&E Plan shalestablish definitions for every Indicator. Indicator definitions should be
operationally precise, such that they can be consistently measured across time and by different
data collectors. There should be no ambiguity about what is being measured, hiowl&bec,

what or who the sample is, or how to interpret the results.

4.1.2 Baselines

The M&E Pl an shall document [Basaliea )i.nesAr olrn dkyve:
Baseline should be established prior to the start of the corresponding,Pxojety and/orSub-

activity. Baselines demonstrate that the problem can be specified in measurable terms and thus &|je

a prerequisite for adequate intervention design. The Government shall collect Baselines on the
selected Indicators or verify alreadgllected Baselines where applicable.

4.1.3 Targets

The M&E Plan shall document for each Indicator the expected value and the expected time by
which the correspondiTargebesul t shall be achi e

4.1.4 Disaggregation of Indicators

The M&E Plan shall indiate which Indicators shall be disaggregated by sex, income level, age,
and other relevant subgroups to the extent practical and applicable.

4.1.5 Indicator Levels

The M&E Plan shall include Indicators at the following levels: outcome, output, process, and
risk/assumption, as defined in the M&E Policy.
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4.1.6 Common Indicators

MCCbs Common Indicators (as described in thie
Additional guidance on Indicator reporting is contained inGl@ance on Common Indicators

4.1.7 Maodifications of Indicators and Targets

Subject to prior written approval from MCC and in accordance with the M&E Policy, the
Government may add or retire Indicators or refine the definitions, Targets, or other aspects of
existing Indicators.

4.1.8 Indicator Tracking Table

MCA-Indonesia Il must report to MCC on monitoring Indicators in the M&E Plan on a quarterly
basis wusing an | n@dToc)ationr tThrea cfkoirnng pTraobvlied e(df y
Indicators, Baselines or Targets may be madbker TT until the changes have been approved in
accordance with the M&E Policy. Additional guidance on indicator reporting is contained in the
QDRP Guidancand theGuidance on the Indicator Tracking Table

The M&E Plan shall contain thmonitoring Indicators listed in Tables 1.1, 1.2, and 1.3.

5. Evaluation Component

While good program monitoring is necessary for program management, it is not sufficient for
assessing the achievement of intended results. MCC therefore requires the asgatibavas a
complementary tool to better understand the effectiveness of its programs. As defined in the

M&E Policy, evaluation is the objective, sylst
implementation, and results. MCC is committed to making itBiatians as rigorous as

warranted in order to understand the causal impacts of its programs on the expected outcomes.

5.1 Independent Evaluation€Every Project must undergo a comprehensive, independent
evaluation in accordance with the M&E Policy. The laafion Component of the M&E Plan

shall describe the purpose of the evaluation, methodology, timeline, required MCC approvals,
and the process for collection and analysis of data for each evaluation. All independent
evaluations must be designed and immatad by independent, thighrty evaluators.

For each independent evaluation, MG#lonesia Il (or, after the Compact Term, such other
entity of the Government designated to support-posgram M&E activities) is expected to

review and provide feedbadts independent evaluators on the evaluation materials and reports in
order to ensure proposed evaluation activities are feasible, and final evaluation products are
technically and factually accurate. The results of all evaluations shall be made pwlilEiple

in accordance with the M&E Policy.

The standard evaluation questions, which will be answered for each of the three projects are as
follows:

1 To what extent was the project implemented according to plan (in terms of quantity
and quality of output$)
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1 Did the project achieve its stated objective in the timeframe and magnitude expected,
as documented in the M&E Plan? Why or why @@, what strategies, structures, or
factors were most and least succes8ful)

1 Did the results of the project justify the allocation of resources towards it?

In addition, the following evaluations are planned for the Program:

Project 1: The ATLASProject

The evaluation will be designed to measure the extent to which the Transport Planning Reform,
Good Practice Infrastructure Projects, PIMG, and PPDF Activities have improved transport
planning and preparation in the Target Provinces as evidendéé bymber of subnational
transport infrastructure projects that are vpdééinned and welprepared. Welplanned and well
prepared projects are defined as those that are detnaved, represent good value, well
prioritized, appropriately structured fanénce, environmentalyand genderesponsive, and
inclusive. Thus, an important feature of the evaluation wikhdsesag projects against these
standards. The Parties have not yet developed a tool for this analysis and, relatedly, do not yet
have a bseline against which to set the project target. The Parties will develop this tool prior to
entry into forceand subsequently establish a baseline and target. The external evaluator, once
procured and onboarded, will utilize this tool to assesstinaer of subnational projects that

are wellplanned and welprepared over the life of the ATLAS Project. The evaluator will also
evaluate the extent to which these transport sector reforms have been institutionalized at the
subnational level looking arganizations, capacity, funding, regulations and adoption of the
planned reforms.

It will be important for project consultants tasked with designing and implementing the technical
support for the Transport Planning Reform, PIMG, and PPDF Activities tader¢echnical

input into the tool to be used for assessing the quality of project planning and preparation. As
many of the indicators for this ATLAS Project, including the project objective, center on policy
and institutional reform, relationships withisational units will be critical for assessing
institutionalization of government reforms and practices.

Project 2: The FMD Project

The evaluation will assess the extent to which the proposed activities have resulted in more
project deals reaching finaiat close using structured finance. Existing data on this does not

exist in a centralized place and will need to be sought out to establish a baselinegmior to

into force This step is not only important for establishing a baseline but also foligstapthe

data source for the life of the FMD Project. The evaluation methodology will require tracking
data on financial transactions over time including those transactions that the Project is supporting
and those in the wider market. The methodolodyalso involve collecting data from project
sponsors, lenders, and subnational government focal points on knowledge of and intention to ust
alternative funding structures as well as changes in practices.

Project 3: The MSME Finance Project

The evaluatiowill be designed to measure the impact of the proposed activities on loans to
W/MSMEs. While some data on lending to W/MSMEs exist, MCC does not have data to
establish how many | oans are currently beinjyg
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2016 econmic census identified 1.4 milliow/MSMEs in the Target Provinces as either fully

or partially-credit constrained. Using this available data source, the MSME Finance Project aims
to provide loans to 28,000 of these credit constrained W/MSMESs. The peetiwill continue

to seek out additional data to better track trends in loan disbursement to W/MSMEs.

The evaluator will be encouraged to implement a gegserimental impact evaluation design, if
feasible. The evaluator will combine multiple sourcesnely the W/ MSME survey,

information about the W/MSME participants collected by the implementing partners, and
information from the Partner FSPs. Survey data collected from W/MSMEs will include their
experiences with FSPs, trainings, the loan applicgtioness, loan conditions, and use of loans

for their business. Survey data from W/MSMEs will also be important for better understanding
how well the Project is reaching marginalized W/MSMEs. Partner FSP data will also be an
important source of data as itlMbe used to capture trends on loans disbursed to W/ MSMEs

over the life of the Compact and other outcomes. As a part of the implementation agreement, an
as far as the Governmentds regulations al |l ow,
onthe Compactunded W/MSME loans. MCAndonesia Il will need to work with the Partner

FSPs to ensure their systems are set up to capture data needed for the ITT and the external
evaluator, and that the conduct of such data sharing does not violate theiGave nt 6 s
regulations.The evaluation methodology will continue to be developed through the M&E Plan
and once the independent evaluator is procured and onboarded.

To facilitate the evaluatiorfer the Projects listed aboythe Government shall share wiMCC

any necessary data, documentation, or other information required to assess the achievement of
results targeted by the Program. Timayinclude, but is not limited to, copies déta from the
Peoplés Business Loan¥(edit Usaha Rakyatprogram, W/MSME lending data from Bank
Indonesia, W/MSME business registration data, information from the Target Provinces on their
plans for infrastructure construction and their budgets for such planBaalath Pusat Statistik
statistics, including t most currenéconomiccensus All such information provided by the
Government for evaluation purposes shall bédeatified and/or generalized in reporting, such

that sensitive details shall not be made public. More detailed information on required data
sources to be provided by the Government shall be set forth in the M&E Plan.

6. Data Quality Reviews.

Data Quali DQRO Rear ewa MmaAchani s m qualty ancwiliyefw a njd
performance informatiariThey cover all data reported imetITT, and all primary sources that

feed into that reporting. DQRs may be conducted internally by M@anesia Il and MCC

M&E staff, or by a thirdparty. DQRsshould review data against the following standards:

accuracy, consistency, timeliness and tpansncy.The frequency and timing of DQRs must be

set forth in the M&E Plan; howevean addition to a prémplementation DQR, at least one DQR

is required during implementatioand MCC may request a DQR at any time. DQRs should be

timed to occur once th&T reflects several quarters of reporting batly enough in the

Compact Term that meaningful remedial measures (if any) may be taken depending on the

results of the review.

7. Other Components of the M&E Plan.

In addition to the monitoring and evaluatioomponents, the M&E Plan shall include the
following components:
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7.1 Implementation and Management of M&E

7.1.1 Review and Modification of the M&E Plan
This section describes the approach to ensurinlyl&ie Plan is kept as current as possible,
including how often the M&E Plan is expected to be reviewed and modified in accordance with
the M&E Policy. All major modifications and the justifications therefor are documented in an
annex to the M&E Plan and must submitted to and approved by Bw@ard of Trusteesf
MCA-Indonesia Il All M&E Plan modifications, whether major or minor, proposedi@A -
Indonesia limust be submitted to MCC for prior written approval.

7.1.2 Post Compact Responsibilities
Evaluation actiities under the M&E Plan are expected to continue beyond the end of the
Compact Term and MCAMndonesia Il shall identify the individuals and organizations within the
Government that shall support these activities through completi@nperiod expectea tbe
around five yearsThis section describes the M&E responsibilities of MDwWonesia Il during
the Programbs closure period and of MCC, thie
the Program has ended.

7.2 Budget The budget fomplementing the proposed M&E activities for the term of the
Program is set forth in Annex Il to this Compamtiuding the costs of conducting the
evaluations as required by the M&E Plame M&E budget does not include costs for the
salaries of the M&Etaff in the MCAIndonesia Il or field visits, both of which are included in
the administrative budget of the Program.

8. Responsibility for Developing the M&E Plan.

Responsibility for developing the M&E Plan lies with the M&E Director of MEWonesia |l

with support and input fr om -MdSsisll dddEhipamid ejc o
sector leads, Government stakeholders, the MCC Resident Country Missiolomesia, and

other MCAIndonesia Il and MCC staff (such as crastting leads) shall assist with the

development of the M&E Plan. MCC and M&Adonesia Il Project/Activity leads are expected

to (i) guide the selection of Indicators for results that doygbhave an associated Indicator, (ii)

support the refinement of indicator information, and (iii) review the Baseline and Target for each
Indicator.

9. Approval and Implementation of the M&E Plan.

The approval and implementation of the M&E Plan, as aegfrtim time to time, shall be in
accordance with the Program Implementation Agreement, any other relevant Supplemental
Agreement and the M&E Policy and associated guidance documents. The M&E Plan may
undergo peer review within MCC before the beginninthefformal approval process.

Table 1.1: Indicators

The table below lists the preliminary set of monitoring and evaluation Indicators linked to each
result in the project logic diagrams. Indicators that can be reported on at least an annual basis
shall beincluded in quarterly monitoring indicator reports, while Indicators that require survey
data or a longer time period to track shall be included in evaluation repts.elationship
between achoutcome andks related outputs is set forth in the praj logicdiagrams
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Table 1.1: ATLAS Project Indicators

ITT
Result Indicator Definition Unit |Baseline Compact Indicator
Target
(Y/N)
Improved Subnational
transport plannin transport project|
1 |and preparation {Objective| that are wel TBD Number| TBD TBD N
the Target planned and wel
Provinces prepar
All Activities (1 T 4)
Institutionalizatio Institutionalizatiol
of the transport of reforms in
2 | planning, PIMG,| Outcome|selectsubnationa TBD Number| TBD TBD N
PPDF in the government
Target H uni t s
Activity 1: Transport Planning Reform
aﬁgvteir:]mr((a)r\\/f d Governments | Governments Value: 2
3 PLIMPTOVED 5 tcome| issue a technicd issue a technice| Date 0 Year: Y
transport plannin instruction instruction CED+3
approaches
Project pipeline Transport maste Transpo_rt mastf
. . ; plan projects the i
incorporated intq plan projects thg Value: 2
enter the .
4 government |Outcome|enter governmet, Number 0 Year: Y
government
development development CED+3
development
pl ans plans
pl ans
Integrated
transport plannin TBD 1T needto | TBD T need to
a1 fun'ct|on Outcome define thg form qgdefine thg form c TBD TBD TBD TBD
established ang sustainable sustainable
sufficiently practice adoptior{practice adoptior
resourced
Date by which
roadmap and
Transport Date by which th]  design are
. A s
411 planning reform Output roadmap and | finalized: GOt Date N/A TBD v
roadmap and designare approved and
design produced finalized accept the
roadmap and
design by letter
Draft transport Date by which th{Date by which th
planning reform transportplanningtransport plannin
4.1.2 program Output | reform program| reform program| Date N/A TBD Y
regulation regulation is regulation is
developed developed developed

18 GOl meanssovernment when used in tables.
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Date by which
assessment an

Transport Dat hich
4.1.3 p'a””iigsfgpa‘;" Output a;gsg?‘/“\gmlcan' firr::a(l)igglc? ol | pate | nA | TBD Y
7| building modules b module are '
L approved and
developed finalized
accept the
modules by letter
Subnational Subnational
. overnment government
Subnational gove officials who
officials who
governments ha demonstrate
knowledge and dgmonstrate increase
4.2 . Outcome increase Number| TBD TBD Y
skills for knowledge and
. knowledge and :
integrated . skills for
. skills for :
transportplanning . integrated
integrated transport
transport plannin P
planning
Integrated
transport plannin Number of
4.2.1| stakeholders | Output Stakgholders stakeholders |Number 0 TBD Y
. . > trained ;
trained in regionz trained
transport plannin
The integrated TBD 1T needto | TBD T need to
transport plan define a define a
4.3 produces a |Outcome| sustainable sustainable | TBD TBD TBD Y
prioritized projec transport pipelin{transport pipelini
pipeline project project
Date by which 2
Integrated
Integrated urbar Multimodal
and regional Date by which 2[Transport Plan a
multimodal Integrated finalized: GOI
4.3.1| transport plans| Output Multimodal approved and | Date N/A TBD Y
reflecting best Transport Plan a| accept the 2
principles finalized Integrated
produced Multimodal
Transport Plan b
letter
Activity 2: Good Practice Infrastructure Projects
Subnational
governments
5 | endorsegood| 0o TBD TBD TBD | TBD | TBD TB
practice principle
in line with PIMG
and PPDF
Demonstrated
higher quality
transactions an
the use of blendd Calculated valug
6 Outcomgfor money of gog TBD TBD TBD TBD N

finance to delive
the project as g
result of PIMG &

PPDF

practic
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PIMG and PPDH
design informed

TBD i Lessons
from the lesson
learning docume

6.1 by Proper Outcome are incorporatec TBD TBD TBD TBD TB
experiences into PIMG and
PPDF designs
Lessons identifig] .
: Lessons learnin
from preparatior document
6.1.1 and Output TBD TBD TBD TBD TB
. : produced by MC
implementation ¢
P for eachProper
roper
Projects selecte . .
) TBD 1 audit
6.2 from the GOI list Output Score on PIMG parameters neel Numben TBD TBD Y
based on MCC audit .
. . to be defined
Investment criter
Projects preparg
based on PPDH Score on PPDH TBD 1 audit
6.3 process and | Output audit parameters neel Numben TBD TBD Y
criteria (PPDF to be defined
design)
Commissioning d Date of The date each
6.4 9 Output |commissioning 0 Properis Date TBD TBD Y
Proper L
Proper commissioned.
Project financing
demonstrated
using blended Proiects usin Number of
6.5 f i nanc]| Output ) g projects using | Number TBD TBD Y
o bl ended
maximizing the bl ended
iCasca
Approa
Activity 3: PIMG
Governments Date by which
adopt PIMG Governments | each subnationg
7 | principles to plaf Outcome| issue a PIMG [governmentissu| Date | TBD TBD Y
public sector regulation a PIMG
projects regulation
PIMG guiding Guiding
principles (gener Guiding principle| principles are
71 and roads secto Output draftegdrafted Date N/A TBD Y
are produced and roads sectol
Draft PIMG Date PIMG Date PIMG
7.2 regulation Output | Regulation are| Regulation are| Date N/A TBD Y
produced drafted drafted
PIMG digital - y 5
73|  platform | output [P'91tal platform igDigital plattorm is o | \yA | TBD Y
| operational operational
oper at|i
Government Subnational Subnational
74 officials have Outcome government government Numberl TBD TBD v

knowledge and

skills to conduct]

officials who havi

officials who hav

the knowledge ar

the knowledge
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multi-criteria skills to conduct] and skills to
analysis of proje multi-criteria | conduct mult
proposals in analysis of proje(criteria analysis (
accordance with proposals in | project proposal
the PIMG accordance witl| in accordance
the PIMG with the PIMG
czlhggtplgzn:j?r?c Government Government
7.4.1| c@pacity J Output |officials trained irjofficials trained ifNumber| 0 TBD
training module
PIMG PIMG
developed
Government
rtc))u?grer;[m%ﬁgﬂ GOl budgeting | GOI budgeting
7.4.2 pstagff trairrl)ed and Output |and program stajand program sta|Number 0 TBD
trained in PIMG | trained in PIMG
mentored on
PIMG
Activity 4: PPDF
Governments Governments | Governments
8 Outcome issue a issue a Number| TBD TBD
adopt thePPDF ; ;
regulation/decredregulation/decre:
PPDF manual PPDF manual| PPDF manual
8.1 drafted Output | nalized finalized Date | TBD | TBD
PPDF hosted, Date by which
8.2 staffed and | Output PPDF has beer_ PPDF has beel| Date N/A TBD
. establi .
operational establ |
Draft PPDF Number of PPDI
8.3 regulation Output PPDF staff who staff who have [Number| N/A TBD
have bee¢g
produced been tr
Credible bidderg Credible bidders
Financeable responding to th{responding to th
9a infrastructure | Outcome project project Number| TBD TBD
projects procurement procurement
notice notice
Financeable Projectsincluded
9b infrastructure | Outcomgin the governmel, TBD Numberl TBD TBD
projects plan
Infrastructure
9.1 | Pipeline projects o\ o TBD TBD TBD | N/A | TBD
developed by
PPDF
Governments ha
the knowledge alf Subnational Subnational
skills to use the government government
10 PPDF manual tq Outcome officials trained irfofficials trained i Number 0 TBD
prepare and PPDF PPDF

deliver projects
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PPDF training PPDF training | PPDF training
10.1 modules Output modules modules Date | TBD TBD Y
developed developed developed
PPDF trainers ar Number of Number of
10.2 . Output | trainers and staff trainers and stafNumber| 0 TBD Y
staff trained . X
trained trained

Table 1.2: FMDP Indicators

Compact ITT
Result Level Indicator Definition Unit Baseline Target Indicator
(Y/N)
Number of
Compact compact
Reach financial supported supported Value: | Value:
1 close on Objective transact'lons t_ha transact'lons t.ha Number 0 ‘ 2 -
transactions usin reach financial | reach financial Year: Year:
structured financ close using close using 2022 CED
structured financ|  structured
finance
Activities 1, 2, and 3
. Lgndgrs provide Term sheets | Number of term| Value: | Value:
indicative offers @ . ; 0 3
2 . Outcomg  received by | sheets receive( Number . .
finance (term SDONSOIS bV SDONSOS Year: Year:
sheets) to spons( b ysp 2022 CED
Activities 2 and 3: Transaction Advisory and Blended Finance Delivery Mechanism (BFDM)
Number of
MCA approves ug Transactions transactions Value: | Value:
of blended financ approved by approved by 0 2
3 to close riskreturrn Outcome MCA for MCA for Number Year: Year:
gaps blendedinance | blended financt 2022 CED
support
Activity 1: Technical Assistance
L Number of
Applications . . )
. ; applications Value: | Value:
Project sponsor received from .
. received from 0 3
4 apply for Outcome projectsponsors| . Number . )
structured financ for structured project sponsor Year: Year:
, for structured 2022 CED
inance ;
finance
. Number of
Trained )
sponsors with a tralr_1ed Ssponsof
Sponsors apply financin with revised Value: | Value:
revised riskreturn 9 financing 0 10
5 N Outcomeg  strategy that Number . .
principles to ; strategy that Year: Year:
! incorporates ;
projects structured incorporates 2022 CED
. structured
finance f
inance
Trained TBD i need Value:
Sponsors have sponsors who clarity on 0
5.1 |[structured financ| Outcomg know how to | ty Number . TBD
. . . earning Year:
risk analysis skills assess the leve L
> objectives 2022
of riskin a
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structured
finance deal

Project sponsors

Number of
project sponsot

Sponsors have who are who report the
knowledge and confident in XX ) Value:
skills to implemer their ability to are _Confl_c_lent d 0
5.2 : Outcomg . their ability to | Number . TBD
alternative implement . Year:
) X ; implement
financing alternative . 2022
X X alternative
structures financing fi .
inancing
structures
structures
5.1.1 Proiect sponsor Number of
& Sponsors traine( Output Ject Sp 1project sponsor, Number| N/A TBD
trained .
5.2.1 trained
Sponsors that |  Number of
Sponsors have report the sponsors that Value:
recalibrated risk returns report the returr 0 ’
6 |return perception Outcomg outweigh the | outweigh the | Number vear: TBD
X . ear:
for structured risks of risks of
: 2022
finance use structured structured
finance finance
Number of
Market leading market 'e.ad'”g
: lenders with thg
. lenders with . .
Market leading lending report having Value:
7 lenders gpply rish Outcomeg strategies d'eveloped_ Number 0 . TBD
return principles t incornoratin revised lending Year:
transactions P 9 strategies 2022
structured . .
f incorporating
inance
structured
finance
. Number of
Market leading Market qudmg market leading
lenders with a .
lenders have . lenders who Value:
) . favorable risk
recalibrated risk report a 0
8 | Outcome return . Number . TBD
return perception . favorable risk Year:
perception of )
for structured return perceptig 2022
. structured
finance : of structured
finance .
finance
Number of
Lenders have Lenders Whp ar¢ lenders who
knowledge and co_nfldgr_n in repo t th(_ay arg
7.1 skills to implemer their ability to |confident in thei
& P Outcomg  implement ability to Number| TBD TBD
alternative ; .
8.1 f X alternative implement
inancing f . ;
inancing alternative
structures X .
structures financing
structures
711 Number of
& Lenders trained| Output | Lenders trained : Number| N/A TBD
811 lenders trainec
Market leading Market leading Number 01_‘ _
lenders have lend market leading Value:
olicies/ enders report lenders report 0
9 P Outcome policy/procedur| . Number . TBD
procedures to policy/procedur Year:
e changeto
accommodate changeso 2022
: accommodate
structured financ accommodate
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structured structured
finance finance
Functional
endorsement
(roadmap) of
structured financ
10 [ndcapitalmarkg o oo TBD TBD TBD | TBD | TBD | TBD
involvement in
infrastructure
finance by
government
agencies
Government Government Number of
10.1 agencies trained Output agencies traine government Number| N/A TBD Y
agencies traine
Activity 2: Transaction Advisory
Blended finance Demonstration Number O.f Value: | Value:
. : demonstration 0 5
11 risk-return gaps| Outcome projects ; Number . . Y
identified originated projects Year. | Year:
originated 2022 CED
. . . Number of Value:
Advisory service Transactions transactions tha 0
11.1 provided for | Output | that received ved 9 Number Vear | TBD Y
transactions advisory receive ear.
advisory 2022
Activity 3: Blended Finance Delivery Mechanism (BFDM)
. Number of . .
BFDM reviews Prospeqtlve prospective Value: | Value:
. transactions . 0 5
12 prospective | Outcome . transactions | Number . . Y
transactions reviewed by the reviewed by the Year: Year:
BFDM y 2022 | CED
BFDM
Date bywhich
BFDM the BFDM
, Operational A
Blended finance L Operational .
i Guidelines have ~ -5~ Value:
delivery been aporoved Guidelines havi EIE
12.1 mechanism Output PP been approveq Date N/A . Y
; by MCA and Year:
(BFDM) is by MCA and
) MCC has EIF
operational . MCC has
provided No ' ded
Objection providec No
Objection
Blended finance Implementing Date by Wh.'Ch )
. : Implementing Value:
delivery Entity Entit EIE
12.2 mechanism | Output | Agreement with y o 1 Date N/A ) Y
(BFDM) is BFDM Host is | \greement wit Year:
. . BFDM Host is EIF
operational put inplace :
put in place

Table 1.3: MSME Financelndicators

Indicator

Definition
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Cumulative
number of
Morelending W/MSMESs in 5
by formal target Value: | Value:
1 FSPs to Objective r\tla\i:/gilvse'\glfj;r?g En provinces that Number 0 28000
W/MSMEs in tarqet provinces received at Year: Year:
the target getp least one loan 2022 | CED+2
provinces. resulting from
Compact
activities.
Activities 1, 2, and 3
Number of Value: | Value:
W/MSME W/MSME loan
2 app{y f?)r Iozns Outcome apﬁpli?:ationgato W/M.S ME loan Number 0 28,000
from ESPS FSPs applications to Year: Year:
FSPs 2022 | CED+2
Activity 1: Gender-inclusive Supply Chain Finance, Value Chain Finance Scheme
Value of on Cumulative
W/MSME lending to value of on Value:
loans W/MSMEs lending us 0
3 approved and Output approved by the| approved by | dollars | Year: TBD
funded OoLW the OLW 2022
Administrator | Administrator
Date by which
On-lending onlending
window Onlending window is
3.1 gstabhshed Output window is establlshed to Date N/A TBD
with FSPs and established provide loans
the OLW to W/ MSMEs
Administrator usingCompact
funds
Percentage of
Increased sampled.
W/MSMEs W/MSMEsSs in
awareness of ;
4 FSPproducts | Outcome reporting tar_get Percent TBD TBD
awareness of provinces age
among FSP products reporting
W/MSMEs
awareness of
FSP products
Percentage of
Improved f
FSPs have w/MsME | FSPs receiving
i Compact
improved outreach support with | Percent
41| WIMSME | Output strategies Upp TBD | TBD
. improved age
outreach implemented by ies f
strategies FSP receiving strategies for
Compact suppor outreach to
W/MSMEs
Activity 2: Digital and Financial Literacy Enhancement
Percent of The share of
W/MSMEs trained W/MSMEs
5 produ_ce Outcome W/MSMEs with | trained by the | Percent TBD TBD
financial an annual Compact that age
statements financial have a current
statement annual
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financial
statement
(simple or moreg
complex)
The share of
W/MSMEs
trained by the
W/MSMEs Pﬁ;ﬁg;m Compact that
have digital pass the final | Percent
51 skills and Outcome \:)VE{QASSMGE;SEI knowledge tesf age N/A TBD Y
knowledge literacy exam at th'e
completion of
digital literacy
training
Number of
ng '\:'ns'?g'fes W/MSMEs who | W/MSMEs
51.1 miwﬂﬁaac Output | complete digital | who complete| Number 0 TBD Y
gtrainin y literacy training | digital literacy
9 training
The share of
W/MSMEs
Percent of trained by the
W/MSMEs trained Compact that
have financial pass the final
; W/MSMEs that
5.2 literacy and Outcome | pass the financial knowledge test Percent N/A TBD Y
management literacy and at the age
skills and y completion of
management ; .
knowledge financial
exam .
literacy and
management
training
Number of
V\ég '\gqs'?’é'fes W/MSMEs who | W/MSMEs
finar?cial complete who complete
5.2.1 literacy and Output | financial literacy financial Number 0 TBD
mana ):ement and managemen literacy and
trair?in training management
9 training
Training
modules
developed for:
digital -
5.12 literacy, MSME training nﬂl dtazglﬂgve
& financial Output modules been develope Date N/A TBD
5.2.2| literacy and developed jevelop
management and finalized
and market
access
trainings
Activity 3: MSME Capacity Enhancement
Number of
W/MSMEs WIMSMES loan |\ \oes
roduce apphcauQns loan
6 P Outcome | accompanied by| - Number| TBD TBD
bankable 2 bankable applications
business plang business plan accompanied
P by a business
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plan that is
deemed
bankable by the
FSP
The share of
W/MSMEs
W/MSMEs Percent of té?;eigy t:;?
have market trained assahe final | Percent
6.1 | access skills | Outcome | W/MSMEs that k?mwle dae test  age 0 TBD Y
and pass the market at thge 9
knowledge access exam .
completion of
market access
training
Number of
WIVISMES W/MSMEs | W/MSMESs that
6.1.1 P Output | complete marketf complete Number| N/A TBD Y
market access S
- access training | market access
training -
training
Number of
WIMSMEs W/MSMES with | W/MSMEs that
receive ongoing have had more
6.2 ongoing Output 9 Number| N/A TBD Y
) coaching and than one
coaching and 4 .
? mentoring coaching/mentc
mentoring ; ;
ring session
Number of
W/MSME loan
W/MSMEs W/MS.ME. loan applications
opena applications accompanied
7 op Outcome | accompanied by| P Number| TBD TBD Y
business bank : by a current
a business bank
account account report
account )
in the last 3
months
Share of
Compact
supported
Women Compact women owned
owned supported MSMEs that Percent
7.1 | MSMEs are | Outcome| womenowned | are formally age 0 TBD Y
formally MSMEs formally | registered, as 9
registered registered evidenced by
having NIB
(Nomor Induk
Berusaha)
Women Number of
Women owned
owned MSMEs who Women owned
MSMEs receive MSMEs who o
7.1.1| assistedin Output . receive Number| N/A TBD |. .
assistance for . indicator
process of business assistance for
business o business
L formalization N
formalization formalization
W/MSMES TBD i this result re-gllgjll?rle;htlisres
g | workinthe | ome | requiresfurther| o oo ity | TBD | TBD | TBD | TBD
shared clarity to identify : ;
L to identify an
workspace an indicator o
indicator

Activity 4: MOCSME Data
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MoCSME
analysis used

TBD- this result
requires further

TBD- this
result requires

9 to brief GOI | Outcome clarity to identify furyher qlarlty TBD TBD TBD TBD
on MSME an indicator to identify an
policy indicator
Data collection TBD- this result rezl?ltDr-e:c:]lljsi:res
and analysis requires further :
9.1 supportprovideg Output clarity to identify ilér?gg:]g]lsrg TBD TBD TBD TBD
for MoOCSME an indicator R
indicator
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ANNEX IV
CONDITIONS PRECEDENT
TO DISBURSEMENT OF COMPACT FACILITATION FUNDING

This Annex IV sets forth the conditions precedent applicable to Disbursements of Compact
Facilitation Fundind e a cGFF Risbuirsemend ) . Capitalized terms Jus
and not defined in this Compact shall have the respective meanings assigned thereto in the

Program Implementation Agreement. Once the Program Implementation Agreement is signed,

each CIF Disbursement shall be subject to all of the terms of the Program Implementation

Agreement, except that the only conditions to disbursements of CFF shall continue to be those

set forth in this Annex IV.

1. Conditions Precedent to Initial CFF Disbursement.
Unless waived or deferred by MCC in writing, each of the following conditions must be met to
MCCb6s satisfaction before the initial CFF LC| s

(@) TheGovernment (or MCANndonesia Il) has delivered to MCC:
0] an interim fiscal accountability plan acceptalddviCC;
(i) a procurement plan acceptable to MCC;
(i) an Interim Bid Challenge System; and
(iv) an Interim Procurement Operations Manual.

(b)  The Government (or MCAndonesia Il) has hired the MCkdonesia Il
Procurement Director or another individual, approvedA&C, to perform the duties of a
procurement officer on behalf of the Government until such time as the IM@Xesia Il
Procurement Director has been hired.

2. Conditions Precedent to All CFF Disbursements.
Unless waived or deferred by MCC in writirggch of the following conditions must be met to
MCCbs satisfaction before each CFF Disbur seme

(@) The Government (or MCAndonesia Il) has delivered to MCC a completed
Disbursement Request covering the related Digmest Period in accordance with the
QDRP Guidance.

(b) If any proceeds of thEFFDisbursement are to be deposited in a bank
account, MCC has received satisfactory evidence that (i) the Bank Agreement has been
executed and (ii) the Permitted Accounts havenlestablished.

(©) The Government (or MCAndonesia Il) has engagea entity to provide
fiscal agent services, as approved by MCC, until such tinteeaSovernment provides to
MCC a true and complete copy of a Fiscal Agent Agreement, duly executed aldarcéu
and effect, and the fiscal agent engaged thereby is mobilized

(d) The Government (or MCAndonesia Il) has engagea entity or individual
to provide procurement agent services, as approved by MCC, until such tinee as



Government provides to MCCtaie and complete copy of a Procurement Agent Agreement,
duly executed and in full force and effect, and the procurement agent engaged thereby is
mobilized

(e) MCC is satisfied, in its sole discretion, that (i) no material default or breach
of any covenanpbligation, or responsibility of the Government, M@Adonesia Il, or any
Government entity has occurred and is continuing under this Compact, the Program
Implementation Agreement, or any other Supplemental Agreement; (ii) the activities to be
funded withsuchCFFDisbursement are necessary, advisable or otherwise consistent with
the goal of facilitating implementation of this Compact and shall not violate any applicable
law or regulation; (iii) there has been no violation of, and the use of requestsdduiiae
purposes requested shall not violate, the limitations on use or treatment of MCC Funding set
forth in Section 2.7 of this Compact or in any applicable law or regulation; (iv) any Taxes
paid with MCC Funding through the date (ninety) 90 days poitine start of the related
Disbursement Period have been reimbursed by the Government in full in accordance with
Section 2.8(c) of this Compact; and (v) the Government has satisfied all of its payment
obligations, including any insurance, indemnificatitax payments, or other obligations, and
contributed all resources required from it, under this Compact, the Program Implementation
Agreement, and any other Supplemental Agreement.

) For anyCFFDisbursement occurring after this Compact has entered into
force in accordance with Article 7: MCC is satisfied, in its sole discretion, that:

0] MCA-Indonesia Il has made progress, satisfactory to MCC, on
implementing activities for which funding is requested, including progress on each of the
Principal ImplementatioRlans;

(i) the M&E Plan is current and updated and M@wonesia Il is in
substantial compliance with the requirements of the M&E Plan (including any applicable
reporting requirements set forth therein for the related Disbursement Period);

(i) there has been noaterial negative finding in any financial audit
report delivered in accordance with this Compact and the Audit Plan, for the prior two
guarters (or such other period as the Audit Plan may require);

(iv)  MCC does not have grounds for concluding that any megieified to
it in any certificated provided as part of the Disbursement Request is not as certified; and

(V) each of the Key Staff of MCAndonesia Il remain engaged, or if a
positionisvacant, MCA ndonesi a || is actively engage|l,
recruiting a replacement.

(9) MCC has not determined, in its sole discretion, that an act, omission,
condition, or event has occurred that would be the basis for MCC to suspend or terminate, in
whole or in part, this Compact or MCC Fundingactordance with Section 5.1 of this
Compact.
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ANNEX V
DEFINITIONS

Activity has the meaning provided in Part B of Annex I.

ADB hasthe meaning provided in PaBof Annex |

Additional Representativlas the meaning provided in Section 4.2.
Annex has the meaning provided in Section 6.1.

ATLAS Projecthasthe meaning provided in Pa& of Annex |

ATLAS Project Objectivehas the meaning provided in Section(a)2
Audit Guidelineshas the meaning provided in Section 3.8(a).

Audit Plan has the meaning provided in Section 3.8(a).
Baselinehas the meaning provided in paragraph 4.1.2 of Annex lll.
BFDM Activity hasthe meaning provided in Pa& of Annex |
Blended Finance Hoshasthe meaning provided in Pa of Annex |
Board of Trusteesias meaning provided in Part C of Annex I.

CBA hasthe meaning provided iparagraph 3.1of Annex Il

CDF Agreementhas the meaning provided in Section 3.2(b)

CFF Disbursementhas the meaning provided in Annex IV.

Climate Resilience Suactivity has the meaningrovided inPart B of Annex I.
Compacthas the meaning provided in the Preamble.

Compact Facilitation Funding or CFFhas the meaning provided in Section 2.2(a).
Compact Goahas the meaning provided in Section 1.1.

Compact Recordhas the meaning provided in Section 3.7(a).
Compact Termhas the meaning provided in Section 7.4.

Covered Providef meansan entity to which th&#1CA-Indonesia Ilhas disbursed $750,000 or
more of MCC funding within a single fiscal year as part of one or more binding agreements that

19 This definitionshallbe read taeflect any changes apdates to thdefinition as set out under tiaidit
Guidelinesas such may be posted from time to time on the MCC Website



meet both of the followingriteria: (i) the agreement is other than a fixed price contract for
which the value has been determined throagitocurement or other competitive selection
processand (ii) the agreement requires the entity to manage funding directly on beliadf of
MCA-Indonesia Il

DFAT hasthe meaning provided in Pa& of Annex |

Disbursementhas the meaning provided in Section 2.4

DQR has the meaning provided in paragraph 6 of Annex .
Environmental Guidelineshas the meaning provided in Section 2.7(c).

Environmental and Social Impact Assessment or EStfeansa process for analyzing projects

for potential risks and impacts, assessing potential significance of those risks and impacts and
designing a set of interventions to avoid, manage, mitigate, or ondhé potential

environmental and social impacts of a proposed activity or project.

Environmental and Social Management Plan or ESMReans a documented plan or strategy
specifying the measures that will be taken to ensure that social and environmeatakjmpks,
and liabilities identified during the ESIér other analyticalprocess are effectivelyitigated,
managed, and monitored during the construction, operation, and closure of the proposed
project.

Environmental and Social Management System or ESkheans a set of policies, procedures,
tools, and capacities to identify and manage the environmental and sociabfishe,compact
activities, which may include environmental and social management plans.

ERR hasthe meaning provided iparagraph 3of Annexll.

Evaluation Componentas the meaning provided in paragraph 1 of Annex Ill.
Excess CFF Amounhas the meaning provided in Section 2.2(d).

Fiscal Agenthas the meaning provided in Part C of Annex I.

FMD Projecthasthe meaning provided in Pa&of Annex |

FMD Project Objectivehas the meaning provided in Section(t)2

FSP has the meaning provided in Section(&)2

Governmenthas the meaning provided in the Preambile.

Government Contributiorhas the meaning provided in Section 2.6(a).

Grant has the meaning provided in Section 3.6(b).

Health and Safety Management Plameans a documented plan or strategy specifying identified
hazards and safe work procedures to mitigate, reduce, or control the hazards identified.
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IFC Performance Standardsneans th&012 version of thBerformance Standards on
Environmental and Social Stainability of the International Finance Corporaticagopted as
part of the MCC Environmental Guidelines (2012)

Implementation Letterdias the meaning provided in Section 3.5.
Implementing Entityhas the meaning provided in Part C of Annex I.
Implementing Entity Agreementas the meaning provided in Part C of Annex |.
Indicators has the meaning provided in paragraph 4.1 of Annex Ill.

Inspector Generahas the meaning provided in Section 3.7(c).

Intellectual Propertymeans all registered and unregistered trademarks, service marks, logos,
names, trade names and all other trademark rights; all registered and unregistered copyrights;
all patents, inventions, shop rights, know how, trade secrets, desigwings, art work, plans,
prints, manuals, computer files, computer software, hard copy files, catalogues, specifications,
and other proprietary technology and similar information; and all registrations for, and
applications for registration of, any tiie foregoing; provided however, that Intellectual

Property shall not include property forming part of the cultural heritage of any nation state and
not placed or intended to be commercially licensed or sold.

ITT has the meaning provided in paragraph 8.&f Annex IIl.

LCDI has the meaningrovided in Part B of Annex I.

LTS-LCCR has the meaning provided in Part B of Annex |.

M&E has the meaning provided in the preamble to Annex Ill.

M&E Plan has the meaning provided in the preamble to Annex III.
M&E Policy has the meaning provided in the preamble to Annex lll.
MCA Act has the meaning provided in Section 2.2(a).
MCA-Indonesia Il Tax Relief Accounthas the meaning provided in Annex VI.
MCA-Indonesia Il has the meaning provided in Section 3.2(b).
MCC has the meaning provided in the Preamble.

MCC Funding has the meaning provided in Section 2.3.

MCC Websitemeans the MCC website at www.mcc.gov.

MoCSME hasthe meaning provided in Pai& of Annex |

Monitoring Componenthas the meaning provided in paragraph 1 of Annex lIl.
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MoWECP hasthe meaning provided in Pa of Annex |

MSMEs or WMSMEs hasthe meaning provided in Pa#tof Annex |

MSME Finance Projecthasthe meaning provided in PaBof Annex |
MSME Finance Project Objectivéhas the meaning provided in Section(&)2
Multi -Year Financial Plan Summarnhas the meaning provided in Annex Il.
OLW Administratorhasthe meaning provided in PaB of Annex |
Operations Unithas the meaning provided in Part C of Annex I.

Partner FSPshasthe meaning provided in Pa&of Annex |

Party and Partieshave the respective meanings provided in the Preamble.
Permitted Accounhas the meaning provided in Section 2.4.

PIMG hasthe meaning provided in Pai&tof Annex |

PIMG Activity hasthe meaning provided in Pa& of Annex |

PIR hasthe meaning provideith paragraph 3.1of Annex Il

PPDF hasthe meaning provided in Pa of Annex |

PPDF Activity hasthe meaning provided in Pai& of Annex |

Pre-ldentified Projectshas the meaning provided in Part B of Annex I.
Principal Representativlas the meaning provided in Section 4.2.
Procurement Agenhas the meaning provided in Part C of Annex |.
Programhas the meaning provided in the Preamble.

Program Assetsneans any assets, goods or property (real, tangible or intangible) purchased or
financed in whole or in part (directly or indirectly) by MCC Funding.

Program Fundinghas the meaning provided in Seat2.1.

Program Guidelinesmeans collectively the Audit Guidelines, the Environmental Guidelines, the
Policy on Accountable Entities and Implementation Structures, the Program Grant Guidelines,
the Program Procurement Guidelines, the QDRP Guidance, thE Mdlicy, the Cost

Principles for Government Affiliates Involved in Compact Implementation, the Program Closure
Guidelines, the Gender Policy, the Operational Requirements and Milestones for Social
Inclusion and Gender Integration, the Guidelines for Eenitoand Beneficiary Analysis, the
Standards for Global Marking, the Guidelines for Country Contributions, the Counter
Trafficking in Persons Policy, the Policy on Preventing, Detecting and Remediating Fraud and
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Corruption in MCC Operations, the Policy omding under Section 609(g), and any other
guidelines, policies or guidance papers relating to the administration of fii@ded assistance
programs, in each case, as such may be posted from time to time on the MCC Website.

Program Implementation Agreemerdr PIA has the meaning provided in Section 3.1.
Project(s)has the meaning provided in Section 1.2.

Project Objective(shas the meaning(s) provided in Section 1.2.

Properhasthe meaning provided in Pa& of Annex |

Providermeans any natural or legakpson who provides goods, works, or services in
connection with the Program.

QDRP Guidanceameans the Guidance to Accountable Entities on the Quarterly Disbursement
Request Package.

Reallocation Revievhasthe meaning provided in Ann&xof the PIA.

Resettlement Action Plan or RAReans a plan designed to mitigate the negative impacts of the
physicalor economidisplacement of persons caused by project implementagioli-C
Performance Standard 5: Land Adgsgition and Voluntary Displacement

Social and Gender Integration Planr SGIP means the operational plan to ensure each Project
will benefit structurally excluded groups, including poor people and women.

STEM hasthe meaning provided in Pai& of Annex |

Supplemental Agreememheans any agreement between (a) the Government (or any
Government affiliate, including MGhdonesia 1) and MCC (including, but not limited to, the
PIA and any Implementation Letter), or (b) MCC and/or the Government (or any Government
affiliate, including MCAIndonesia Il), on the one hand, and any thirdtpaon the other hand,

in each case, setting forth the details of any funding, implementing, or other arrangements in
furtherance of, and in compliance with, this Compact.

Targethas the meaning provided in paragraph 4.1.3 of Annex Ill.
TargetProvincgs) hasthe meaning provided in Paft of Annex |
Taxeshas the meaning provided in Section 2.8(a).

TIP hasthe meaning provided in Pa& of Annex |

United Statesas the meaning provided in the preamble

United States Dollars or USD or US$eans the lawful currency of the United States of
America.

USAID has the meaning provided in Part B of Annex I.
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UTO hasthe meaning provided in Paof Annex |
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ANNEX VI

TAX EXEMPTION MECHANISMS

The following terms and conditions are applicable to Tax Appendices A to F:

1. MCA-Indonesidl receives the entire Compact budget of$649,000,000 (US Dollar six
hundredforty-nine million).

2. The Governmendllocates funds from the State Budget to establish the #M@Anesia Il
Tax Relief Account specifically to bear or to fund such Tax reimbursements as referred to
throughout Ap MEAIddoresiasll Tak Relief AcEour i .

3. De Minimisexception: Taxes, duties or other similar charges on transactions valued at
less than US$500 (US Dollar five hundred) need not be exempted.




APPENDIX A
VALUE ADDED TAX (VAT)

Legal Basis for Tax Relief

1. The Compact and the Program Implementation Agreement

2. Government Regulation Number 42 year 1995 as lastly amended by Government
Regulation Number 25 year 2001 about Import Duties, Additional Diedse Added Tax, and
Sales Tax on Luxury Goods and Income Tax in the Framewdrkmémentation of
Government Projects Funded by Grants or Foreign Loan Fund.

3. Minister of Finance Decree Number 239/KMK.01/1996 as lastly amended by Minister of
Finance Decree Number 486/KMK.04/2000 about Implementation of Government Regulation
Number 42 yar 1995 as lastly amended by Government Regulation Number 25 year 2001 about
Import Duties, Additional Duties, Value Added Tax, and Sales Tax on Luxury Goods and
Income Tax in the Framework of Implementation of Government Projects Funded by Grants or
Foregn Loan Fund.

4, Minister of Finance Regulation to be draftedifmplementation ofhe
Compactas needed

Beneficiaries of Tax Relief

MCA-Indonesidl and anymain contractorwhetherforeign or Indonesiaentities or individuals
asfurther specified below, providing servicgsods,or worksfor Compact projects.

Procedures
1. Services, goods, or works provided byladonesian main contractor( MCo0 ) :

(@) MC submits invoice to MCAndonesia llexclusive of VAT. It will also
present a Tax Invoicd-@ktur PajaR, that states VAT not collected, in accordance with
applicable Indonesian tax laws and regulations

2. Services, goods, or works provided bfoeeign MC, including professional services
providers (foreign individuals), which are divided into the following two categories:

(@)  Those which are nonresident for tax purposes and have no branch or Permanent
Establishment in Indonesia:

The foreign MC will submit invoices excluding VAT to the M@dAdones II. MCA-
Indonesia Iimust maintain documents as evidence that such procurements are related to the
Compact and therefore, AVAT i s Not Coll ect¢gd.

(b) For those which are nonresident but with a Permanent Establishment in
Indonesia (as such is defined loglonesian Tax law and regulation), the foreign MC submits
invoice to MCAIndonesia llexclusive of VAT. It will also present a Tax Invoideaktur
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Pajak), that states VAT not collected, in accordance with applicable Indonesian tax laws and
regulations.

3. MCA-Indonesia lrequires reimbursement out BICA-Indonesia Il Tax Relief
Accountfor VAT charged by MCs on which the VAT Not Collected mechanism is not able
to be applied.

This situation could arise for the following reasons:

(a) In the event thaV/AT reliefs are required to be granted as per the provisions of
this Compact yet such reliefs are unable to be obtained as a result of compliance requirements
that may limit the granting ofAT reliefs

(b)  WhenVAT has been inadvertently collected or charged and was not lawfully
due and payable

For the purpose of reimbursement, M@rWdonesia limust provide Tax InvoiceHaktur
Pajak from vendors.

4, For VAT incurred by MC, which is not recoverable through the irquiput system,
the MC require prompt reimbursement out of Mi€A-Indonesia Il Tax Relief Account
Examples are as follows:

(@) Inthe event thaVAT reliefs are required to be granted as per the provisions of
this Compact yet such reliefs are unable to be obtained as a result of compliance requirements
that may limit the granting ofAT reliefs

(b)  WhenVAT has been inadvertently collected or charged and was not lawfully
due and payable
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APPENDIX B
CUSTOMS DUTIES AND OTHER TAXES ON IMPORT

Legal Basis for Tax Relief

1. The Compact and the Program Implementation Agreement.

2. Government Regulation Number 42 year 1995 as lastly amended by Government
Regulation Number 25 year 2001 about Import Duties, Additional Duties, Yalded Tax, and
Sales Tax on Luxury Goods and Income Tax in the Framework of Implementation of
Government Projects Funded by Grants or Foreign Loan Fund.

3. Minister of Finance Decree Number 239/KMK.01/1996 as lastly amended by Minister of
Finance Decree Numbd86/KMK.04/2000 about Implementation of Government Regulation
Number 42 year 1995 as lastly amended by Government Regulation Numjezr 2001 about
Import Duties, Additional Duties, Value Added Tax, and Sales Tax on Luxury Goods and
Income Tax in thé&ramework of Implementation of Government Projects Funded by Grants or
Foreign Loan Fund.

4. Minister of Finance Regulation Number 28/PMK.04/2008 about Import Duties
Exemption on Transfer Goods (household goods).

5. Minister of Finance Regulation to be draftediimplementation ofhe
Compactas needed

Beneficiaries of Tax Relief

MCA-Indonesia lland any vendor@VC local or international) providing services, goods or
works on Compact projects.

Procedures
1. Purchases of imported goods:
For permanenimports related to the Compact project:

€) Master list of imported items requiring tax relief is prepared by MG@donesia

(b)  The Master list is submitted to the Director of Customs Facility, Directorate
General of Customs and Excise.

(©) Director of Customs Fidlity, Directorate General of Customs and Excise issues
Minister of Finance Decree issuing tax relief.

(d) MCA-Indonesia llor MCs prepare Import Declaration (PIB).

(e) On the PIB document, MCMndonesia llor MC write the number and date of
the approval of tax lef as mentioned in point c.
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0] In the event that customs duties or other import taxes are levied under the
Indonesian law on goods imported for the Compact projects, the-M@adnesia llor MC will
be reimbursed for said duties and import taxes fronMB&-Indonesia Il Tax Relief

Account
2. Household goods for Expatriates Staff of Vendor.

(a) For household goods the amount and type of goods exempted will be based on
the 6reasonabl enessdé as determined by the [i

(b)  The individual requesting the temporary import of household goods applies at
Customs Office at port of import féhe custom and duty exemption as well as tax on import,
in accordance with applicable Indonesian laws and regulations
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APPENDIX C
CORPORATE INCOME TAX

Legal Basis for Tax Relief

1. The Compact and the Program Implementation Agreement.

2. Government Regulation Number 42 year 1995 as lastly amended by Government
Regulation Number 25 year 2001 about Import Duties, Additional Duties, Value Addedn@ax, a
Sales Tax on Luxury Goods and Income Tax in the Framework of Implementation of
Government Projects Funded by Grants or Foreign Loan Fund.

3. Minister of Finance Decree Number 239/KMK.01/1996 as lastly amended by Minister of
Finance Decree Number 486/KMK /2900 about Implementation of Government Regulation
Number 42 year 1995 as lastly amended by Government Regulation Number 25 year 2001 abou
Import Duties, Additional Duties, Value Added Tax, and Sales Tax on Luxury Goods and

Income Tax in the Framework bhplementation of Government Projects Funded by Grants or
Foreign Loan Fund.

4, Minister of Finance Regulation to be draftedifmplementation ofhe
Compactas needed

Beneficiaries of Tax Relief

All vendors that are foreign MCs (with or withoubeanch office or Permanent Establishment in

Indonesia) In determining whether a vendor is a foreign MC for the purposes of this Appendix
C, the status of such entity shall be based on its status as of the time that it commenced Compad|
related work, andueh initial determination shall not change

Procedures

1. For Beneficiarieghat are nonresidents without a Permanent Establishment and are not
exempt under applicable tax treaties, any withholding tax made by-M@dnesia llon
behalf ofBeneficiarieswill be reimbursed fromMCA-Indonesia Il Tax Relief Account

2. For Beneficiaris that are Permanent Establishments, the following taxes are to be
borne by the Government

(@) Corporate Income TaXPPh Badan Pasal 25/29)

For Beneficiaries that are Permanent Establishments, provided that such Permanent
Establishments are workirexclusively for Compact projects and their Corporate Income Tax
is borne by the Government as mentioned above, their Deemed DistributioRAlaR &sal 26
(4)) or Branch Profit Tax is also borne by the Government.
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APPENDIX D
INDIVIDUAL INCOME TAX (EMPLOYE E INCOME TAX) REIMBURSEMENT

Legal Basis forReimbursement

1. The Compact and the Program Implementation Agreement.

2. Minister of FinanceDecreeNumber239/KMK.01/1996aslastly amendedy Minister of
Finance Decree Number 486/KMK.04/2000 abdotplementation of Government
RegulationNumber42 yearl995 adastly amended bgovernmenRegulationNumber
25 year2001abou Import Duties, Additional Duties, Value Added Tax, and Sales Tax
on Luxury Goods anthcome Tax in the Framework of Implemeitatof Government
Projects Funded by GrantséoreignLoan Fund

3. Minister of Finance Regulation to be draftedifmplementation othe
Compactas needed

Beneficiaries for Reimbursement

All individuals, other than citizens and permanent residents of Indonesia, working for MCs
including professional service providers contracting as individuals in connection with the
Compact. In determining whether an individual is a permanent residehefpurposes of

this Appendix D the status of such individual shall be based on his/her status as of the time
that he/she commenced Compeatated work, and such initial determination shall not change
regardless of: (i) the type of contract used to ew@ngage such individual and/or (ii) any

laws of Indonesia that purport to change such status based on period of contract performance
or period of time residing and/or working in Indonesia.

Procedures

1. For individuals, Government witeimburseemployee mcome tax applicable to the

cash or in kind remuneration to the extent that such expatrisa@seking forthe Compact
project(exclusively or on a confirmed part time basis). Such tax would be reimbursed from
MCA-Indonesia Il Tax Relief Account

2. MC will be responsible for calculating, withholding, and reporting for each employee in
accordance with Indonesian law and for requmgstax reimbursement from ti@CA -
Indonesia Il Tax Relief Account
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APPENDIX E
TAX ON TEMPORARY IMPORT OF EQUIPMENT AND VEHICLE

Legal Basis for Tax Relief

1. The Compact and the Program Implementation Agreement.

2. Government Regulation Number 42 year 199%ady amended by Government

Regulation Number 25 year 2001 about Import Duties, Additional Duties, Value Added Tax, and
Sales Tax on Luxury Goods and Income Tax in the Framework of Implementation of
Government Projects Funded by Grants or Foreign Loan.Fund

3. Minister of Finance Regulation number 178/PMK.04/2017 as amended by
PMK 106/PMK.04/2019 about Temporary Admission

4, Minister of Finance Regulation to be draftedifmplementation ofhe
Compactas needed

Beneficiaries for Tax Relief.

MCA-Indonesia lland anymain contractoproviding services, goods or works for Compact
projects.

Procedures
For temporary imports:

1. The request for exemption is submitted to Customs Office at port of import by
importers.

2. Approval isprovided by the Head of Customs Office at port of import.
3. Importers must prepare an Import Declaration (PIB).
4, Importers are required to provide:
€) bank guarantee / custom bond for the goods if an exemption is requested; or

(b)  pay the Customs Import Duty (2%rpmonth), pay VAT (100%), and provide
bank guarantee / custom bond for the rest of Customs Duty and income Taxes onRiAport (
Pasal 23 if tax relief is requested.
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APPENDIX F
OTHER TAXES

Regional taxes are not under the authorization oGternment and the granting process of tax
exemption will require approval from the relevant regional parliaments. Howbeer
Government will put its best effort to communicate the possibility to obtain tax exemption from
theregionalgovernmentsespelly the governments of the Target Provindesing the entry
into force period (approximately one year

forced period
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ANNEX VII

ADDITIONAL CONDITIONS PRECEDENT TO ENTRY INTO FORCE

The following additional conditions must be met before this Compact enters into force:

(a) MCC must be sati sf i épolicyreqitemevitS @gaslingst at
the contents of a compact, including the identification of beneficiaries, the
calculation of economic rates of return, and the establishment of baselohes
targetstaneasure ach of t he Pr oP e c ¢ sppogrésghave t h
been met.




