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SEADI-12-R010
	Exit Report

	TO
	:
	Tim Buehrer 			TITLE		: Chief of Party

	TO
	: 
	James R. “J” Hambric

	FROM
	:
	Jack Biggs

	COUNTERPART
	:
	Bapepam-LK

	DATE
	:
	7 Sept 2012

	SUBJECT
	:
	Support for NBFI Regulation and Private Equity Regulation 
Offsite:  August & Sept 2012; Onsite: 8/27 – 9/7



	Accomplishments 



· Prepared and presented a paper comparing the regulation of Private Equity in the EU and the United States.  Made recommendations for informational reporting by Private Equity managers in Indonesia.  (Paper attached, SEADI-12-R069A).
· Prepared an outline of a proposed NBFI law.  Reviewed outline with BAPEPAM-LK, and reduced scope of the legislation to cover only Multifinance and Guarantee Organizations. (Outline attached).
· In the process of expanding the outline of the NBFI Law to a full draft.  To be completed in the five remaining days of offsite work already approved by USAID.

	Issues 



1. Private Equity:

a. Funds raised domestically through private placements are not regulated or subject to reporting.  There is no mandated investor disclosure and no required reporting on the amounts of funds raised or invested.   This is a “blind spot” in the regulatory framework.

b. Inward capital investments through private equity are not directly monitored.  Regulators do not know the destination of funds – whether funds are “hot” and invested in liquid assets, or whether they are “sticky” – invested in hard assets.   

c. As an initial step, BAPEPAM-LK is recommending that MOF require a simple informational filing by both domestic investment advisors and international fund managers seeking to bring in capital.  The informational filing would resemble Form D under the US SEC, and should not present a major burden for investors.  The information gathered will allow MOF to determine what risks are posed by Private Equity, and determine if a regulatory response is needed.  


2. After discussion with BAPEPAM – LK staff,  the proposed legislation is to be limited to Multifinance and Infrastructure Lending.  VC will be addressed if and when Private Equity is regulated, and the other proposed elements of the NBFI (Guarantee Organizations, Ex-Im and the like) would be addressed in separate regulation.  
 
	Risks



1. Applying a “bank” framework to non-depository institutions may inadvertently reduce market participation, through higher compliance costs or through meeting prudential standards.

2. Creating regulatory requirements for Private Equity will increase the costs associated with inward capital flows.   

	Counterpart Contacts



1.  Formal and informal meetings over trip with working group consisting of subsection heads:
a. ExIm Bank and Infrastructure Financing:  M. Wukir Rohmadi
b. Multifinance and Venture Capital:  Naomi Triyulani and Andi Tito
c. Guarantee Companies:  Andra Sabta and Maman Firmnasyah
d. Muhammed Anshori:  Onsite Inspection
e. Edy Kusnaedi:  Secondary Mortgage Finance
2. Various meetings with Dr. Mulabasa Hutabarat, working group and deputies.

	Deliverables



[bookmark: _GoBack]Outline of Law (Attachment A) and Paper on Private Equity (SEADI-12-R069A):  Completed.
Full Version of NBFI Law in progress; to be completed offsite in the remaining five days allocated.   

	Next Steps – Near Term



(i)  	Finish Drafting of full version of NBFI Law reflecting BAPEPAM LK comments.
	Next Steps – Long Term



1.  Support BAPEPAM-LK as it transitions its NBFI supervisory duties to the OJK and develops the legal framework.

2. Assist the new entity in developing a prudential framework that moves from “compliance” to “risk-based” supervision.
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