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INTRODUCTION

A key policy objective of Indonesia’s Sixth National Development Plan (Repelita VI) for 1993-94
to 1998-99 was a greater private sector role in developing and managing the country’s
infrastructure  However, there was no clear policy and regulatory framework to ensure that
private sector mvolvement 1s cost-effective and provides monetary value for the public Indeed
many infrastructure projects being proposed or carried out by the private sector offered the public
poor value .

In September 1996 the Government of Indonesia (GOI) announced 1ts mtent to establish a
consistent, transparent and accountable cross-sectoral policy and regulatory framework for private
sector mvestment in nfrastructure To support this effort, in September 1997 USAID approved
the BAPPENAS! Public-Private Partnerships Center Imtiative The Canadian International
Development Agency (CIDA) also provided assistance, beginning mn May 1997

The mitiative’s original scope of work called for assisting the GOI to develop transparent, cost-
effective procedures for approving public-private parmerships (PPPs), design and develop
mstitutional arrangements for PPPs, and provide policy analysis on key areas such as risk
management and credit enhancement

By August 1997 the Asian economic crisis had mpacted Indonesia The crisis — coupled with
the consequent mvolvement of the International Monetary Fund (IMF), the World Bank, and the
Asian Development Bank (ADB) — created an mmpetus to accelerate the pace and depth of
economic, and ulumately, social and political reforms PPPs were targeted by the IMF and
World Bank for reform, with the IMF loan requiring the GOI to establish by December 31,
1997, a robust cross-sectoral policy and regulatory framework for private sector mvestment n
mfrastructure

With the CIDA team already 1n the field, the agency accelerated its efforts to satusfy the deadline
A significant portion of CIDA’s recommendations were adopted and promulgated on January 12,
1998, as Presidential Decree No 7/1998 The decree addresses the processes of rational project
idennification and the use of competitive procurement, and satisfies the basic issues of sound
governance

As the decree subsumed a significant part of the original scope of work, USAID agreed to
BAPPENAS’ request to revise 1t to include other priority areas, mcluding

® Assistance for preparing the implementing regulations and guidelines for Presidential
Decree No 7/1998

¢ Development of a PPP project database

* Policy advise and support 1 dispute resolution credit enhancement, and post-transaction
regulation

* A workshop program

Work under the revised scope of work began in January 1998, and the deliverables were
progressively provided to the GOI and USAID throughout 1998 The policy paper on dispute
resolution was removed from the scope of work at the suggestion of USAID The final in-the-
field deliverable was the workshop conducted mn Jakarta m December 1998

! Narional Development Planning Agency (Badan Perencanaan Pembangunan Nasional)
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The project’s deliverables have yielded tangible resulis

e The 1ssuance on October 19, 1998 of Mimsterial Decree No 318/98 to regulate the
framework outlined 1n Presidential Decree No 7/1998

e The 1ssuance on December 15, 1998 of the official PPP Implementation Manual
¢ The official launch of the PPP program

In addition the project helped to develop policies on credit enhancement (as embodied 1n the
Ministerial Decree and Implementation Manual) and a strategy for design and development of a
Private Sector Infrastructure Development Fund The fund will play an important role in ‘ kick-
starting” private sector vestment

Before May 1998, the establishment of mdependent sector regulators to support the post-
transaction stage of PPPs was not viewed as mmpractical However, encouraged by the efforts of
the multilateral agencies and the new political situation, the GOI sought the project team s advice
on how to structure a functional, accountable mndependent regulatory system Although further
development of this structure needs to be covered 1n a possible follow-on project, the team s
recommendations on the role of independent regulators have been included m the official PPP
Implementation Manual

A secondary benefit of the assistance provided under the project 1s that the GOI 1s now fully
compliant with the Wold Bank’s second-tranche conditions regarding infrastructure

For the future, the GOI needs assistance that will encourage 1t to

s Establish and operationalize the PPP Center which will support activities to assist line
agencies in planning, analyzing, tendering, and evaluating elhigible PPP projects supporting
the further development and refinement of the policy and legal framework, and launching
urgently needed capacity-building and outreach exercises

e Establish a credit enhancement framework and program to develop and implement sound
policies to control the provision of government support and guarantees, prevent abuses and
musallocation of resources, and restart significant private sector mvestment

o Develop umbrella infrastructure legislation and a post-transaction regulatory framework to
clarify, update, and strengthen Presidential Decree No 7/1998, harmonize legal and
mstitutional relationships and mutiatives on public-private cooperation, and serve as the

legislative vehicle for establishing a system of accountable, independent post-transaction
regulation

v BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT



SECTION |

Original Project Objectives and Scope

A Project Objectives

After the GOI announced 1its mtent to develop a cross-sectoral policy and regulatory framework
for public-private partnerships in infrastructure, USAID and the Canadian International
Development Agency agreed to provide complementary donor mitiatives to support the work

Under us Infrastructure Services project, n May 1997 CIDA began working to

¢ Develop a cross-sectoral policy and strategy for private sector mvolvement m
infrastructure provision

¢ Analyze domestic capital markets
* Conduct a prehminary analysis of the institutional requirements for the PPP program

* Prepare an mmuial assessment of the desired scope of, and possible arrangements for, post-
transaction regulation

USAID m consultatnon with CIDA offered to assist an mter-ministerial body, referred to as the
Coordmnating Board, to

¢ Clarify the authority, roles, and operating procedures of the Coordinating Board and the
envisaged Public-Private Partnerships Center

* Develop regulations and guidelines for sectoral minustries n establishing procedures for
processing PPP projects at the central level

* Design rules and procedures to enhance transparency and predictability throughout the
project development process

B Onrnginal Project Scope of Work

Based on jomnt consultations, USAID, BAPPENAS, and CIDA agreed upon a scope of activities
(see Annex A) The three major tasks of the scope of work are summarized below

® Approval procedures analysis
O Prepare brief profiles of the key mfrastructure sectors covermg priorities, targets,
progress i PPP transactions, and progress in the development and application of PPP
procedures

o Carry out in-depth analysis of priority sectors

o Map out the procedures and processes used 1 the priority sectors for project
dentification, procurement, and approval



CHEMONICS INTEANATIONAL INC

o Make recommendations to support the cross-sectoral mutiative covering transparent rules
and procedures for project identification and procurement and conduct an analysis of
the role of the Coordinating Board and PPP Center

o Idenufy capacity-building activities to support the above

® PPP Center design options and workshop

o Draft guidelines outliming options for the decision-making authority, procedures for the

Coordinating Board, and procedures for the PPP Center and 1ts possible role in

supporting the Coordmnating Body

o Assist BAPPENAS i conducting a workshop to review the options and unresolved
1ssues on the authority of the Coordmnating Board and role of the PPP Center

¢ Guidance on selected project risk management, credit enhancement, and model contracts

2  BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT
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SECTION Il

Issues and Events Affecting the Project

A The Asian Economic Crisis and Its Consequences

From the time the project was formed (May-June 1997) to the project team’s fielding (November
1997), the Indonesian economy, and indeed the economues of several other Asian countries
declined severely Analysts estimate that in 1998 the Indonesian economy contracted by 15
percent unemployment reached 15 to 20 percent, and more than 40 percent of the population was
cast mto poverty The economy 1s expected to show zero growth in 1999 and resume a positive
(but low) rate of growth only after the year 2000

A1 Multilateral Assistance Packages

To help mitigate the economuic crists, the GOI sought and obtamned from the IMF a three-year
standby credit authorizing up to SDR 7 338 billion (about U S $10 14 billion) 1n support of the
country’s macroeconomic stabilization and structural reform program This assistance was made
contingent upon the GOI undertaking a comprehensive set of reforms in the banking, industrial
and nfrastructure sectors IMF’s assistance was later complemented by the ADB’s $1 5 billion
financial governance reforms program and the World Bank’s $1 billion policy reform support
loan

A2 Presidential Decree No 39/1997

The GOI's 1mtial reaction to the economuc crisis was to widen the intervention band on the rupiah
and raise nterest rates However, downward pressure on the rupiah continued and the
intervention bands failed to hold To mimmmize the balance of payment impact, on September 20,
1997, the government temporarily suspended all investment projects with the private sector by
promulgating Presidential Decree No 39/1997 The decree covered mfrastructure and non-
mfrastructure projects (e g , oil refineries) mvolving private mvestment, and aimed at preparing
an mventory of these projects and categorizing them as follows

* Proceed Projects judged to be relevant to Indonesia’s nfrastructure requirements and
suitable for proceeding without further delay

® Postponed Projects judged as generally satisfactory but of a lower priority and therefore
deferred pending 1mmprovement 1n the economic climate and Indonesia’s capacity to absorb
the projects

® Reconsider Projects judged to have mnsufficient merit or priority to proceed and needing
further review and examination

By March 1998, work carried out under the decree had identified 284 infrastructure projects in
the pipeline with an estimated value of $45 billion As Exhibit II-1 on page 4 mndicates, the
average value of these projects was $190 4 million, with energy projects having the highest and
urban services the lowest average value Annex B provides a detailed listing of these projects
Except for those projects in an advanced stage of implementation (about 45), the project team
recommended to BAPPENAS that the projects be subject to Presidential Decree No 7/1998
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Exhibit Il Infrastructure Projects
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As the economic crisis deepened, the IMF called for the outright cancellation of some of the
deferred projects In November 1997, after the approval of the IMF standby facility Presidential
Decree No 4 was promulgated, to remstate some of the canceled projects However on January
10, 1998, mmmediately before the arrival of the IMF mission mn January 1998, Presidentuial
Decree No 5 was promulgated to revert the review process to the Presidential Decree No 39
parameters, thereby canceling Presidential Decree No 47 The government canceled 12 major
infrastructure projects that had been remnstated earlier mcluding the Tanjung Jat-C power plant

A3 Presidential Decree No 7/1998

At the request of BAPPENAS, starting July 1997 the CIDA team assisted in drafting legal
mstruments to formalize the cross-sectoral policies and procedures to be adopted for PPP
infrastructure This work was not in CIDA’s original scope of work However, given
BAPPENAS’ desire to finalize this work by December 1997 and before the end of the Sixth
Development Cabinet!, as well as the start-up delays 1n the USAID project, the only effective
option was to have the CIDA team perform this work

On December 16, 1997, CIDA presented three draft documents government regulations on PPP
policies and the broad primciples to be followed, a presidential decree on the procedural aspects
of PPP project identification and procurement, and a presidential decree on the proposed
mstitutional arrangements

In the meantime, the IMF had approved its standby credit, and one of the conditions for the
release of the second tranche was the 1ssuance by December 31, 1997, of guidelines on
expanding the private sector’s role i providing infrastructure (see Annex C) The work of the
CIDA team, therefore, had ganed a practical urgency

! During the tenure of Gmandjar Kartimasarta as chairman and Rahard: Ramellan as vice chairman

4  BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT
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Based 1 part on CIDA’s work Presidential Decree No 7, Cooperation between the Government
and Private Sector for the Development and/or Management of Infrastructure was prepared by
BAPPENAS and the Natonal Secretariat n late December 1997 President Soeharto signed the
decree mto law on January 12 1998, three days before the arrival of the IMF s review mission
mn Jakarta A copy of Presidential Decree No 7/1998 1s reproduced mn Annex D

A4 Government Regulation No 12/1998

Government Regulation No 12/1998, promulgated on January 17, 1998, transferred the
responsibility for managing and restructuring public enterprises from line minstries to the
Mimstry of Fmance and a new Mmustry for State-owned Enterprises A clear framework for
managing and privatizing government assets 1s currently bemng developed to establish explicit
criteria for determining whether an enterprise should be closed, restructured, or privatized For
enterprises remawmng in the public sector, the framework 1s mtended to ensure that they operate
efficiently, mcluding establishing profit and performance targets to be made public and reported
annually

Government Regulation No 12/1998 covers state-owned enterprises m the infrastructure and non-
mfrastructure sectors While state-owned enterprise reform 1s necessary to the overall process of
economic reform and mmproved governance practices, its application to the infrastructure
enterprises created a number of ambiguities and potential problems

e Removing state-owned enterprises from the purview of the line minstries mtially created
an ambiguity regarding the application of Presidential Decree No 7/1998 to the
infrastructure projects of state-owned enterprises

¢ The ulumate privatization of state-owned enterprises in the infrastructure sectors could be
mterpreted to automatically grant to these enterprises an uncontested monopoly right This
1ssue has not yet been explored adequately within the GOI

A5 World Bank Program

The commutment of the ADB and World Bank to provide complementary assistance led the IMF
to refocus 1its program on the macroeconomic framework The ADB concentrated on financial
sector reform, the World Bank on reforms 1n the real (e g , mndustry and mfrastructure) sectors
Among other things, the World Bank was keen to promote effective reforms in the mfrastructure
sectors While acknowledging that Presidential Decree No 7/1998 was a useful first step, it was
mindful that the decree failed to address adequately a number of issues necessary for a fully
functional private sector mvestment program The World Bank sought actions from the GOI to
fill gaps 1n Presidential Decree No 7/1998 by addressing tariff setting and adjustment, treatment
of unsolicited projects, provision of public support, risk allocation, and dispute resolution

The World Bank sought to have the GOI

* Provide effective policy guidance on public-private partnerships mn the Misterial Decree
contemplated under Presidential Decree No 7/1998

® Prepare and 1ssue a suitably detailed Implementation Guide

¢ Conduct a suitable high-level workshop to publicize and launch the PPP program

ISSUES AND EVENTS AFFECTING THE PROJECT 5
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A6 Social and Political Change

By April 1998 the social impact of the economic crisis was becoming severe GDP had fallen to
30 percent of 1ts 1997 value unemplovment was rising and social unrest was increasing The
social impact of the crisis also prompted the IMF to modify some of 1ts policy prescriptions and
social support programs were being prepared by the World Bank, ADB, and bilateral donors
mcluding USAID

On May 16, 1998, President Soeharto resigned after 32 years in office The new government of
President B ] Habibie confirmed 1ts commimment to the reform process In May a new acronvm
began to emerge 1n the Indonesian language — KKN korups:, kolust dan nepotism (corruption
collusion and nepotism) The public began to demand action to solve the nepotism problem that
many perceived had been a major contributor to the economic crisis Moreover, many also
perceived that Indonesia’s highly centralized system of governance had created a ferule
environment for the growth of KKN and began to demand more decentralized and accountable
governmental processes Elections for a new parhament are planned for June 1999

Because Indonesia lacks a history of effective political opposition the transition to a
representative and accountable system of government will be difficult An uncorrupt,
knowledgeable and credible civil service operating with clear transparent processes will therefore
play a key role mn facilitating the political transition

B Impact on the Scope of Work

The following three consequences of the economic crisis significantly impacted the origimal scope
of work

* The IMF, World Bank and ADB programs required the GOI to accelerate the pace, depth
and scope of economic reform

* Political changes caused a shift toward a more decentralized, accountable approach to
governance

* Indonesia’s international credit rating fell below mvestment grade, to about CCC+ by May
1998

Due to these consequences, the scope of work was modified substantially m December 1997 and
January 1998 In addinon, further adjustments were made 1n April 1998 The nature of these
modifications are discussed below

B1 Approvals Procedures Analysis

Although Presidenual Decree No 7/1998 removed a significant part of the scope of work,
further action was required to establish regulations to put the decree’s framework into action
Also, the gap between the decree and CIDA’s original recommendations needed to be filled

B2 PPP Center Design Options and Workshop

In outhmng the institutional arrangements to be followed for PPP projects, Presidental Decree
No 7/1998 cut across a sigmificant portion of the actvities to be covered 1n the scope of work

6  BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT
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This required the scope of work to mcorporate within 1ts actuvines the mstitutional arrangements
mvolving BAPPENAS, a procurement evaluation team and mimstries/regional governments and
state-owned enterprises The following describes the mfrastructure mandates of these enuties

BAPPENAS Under Articles 4, 5 and 6 of the decree, this agency should

¢ Ensure that proposed projects are consistent with, and relevant to, overall national
planning objectives

» Establish and update the List of Infrastructure Development Projects that authorizes a PPP
project to proceed

¢ Monitor the implementation of cooperation projects for infrastructure development and
management

¢ Fmalize the required implementing regulations including an Implementation Guide (or
Implementation Manual) and any additional regulations that may be specified by a
ministerial decree

Procurement evaluation team For PPP projects over Rp 50 billion, the decree assigned this
team the responsibility for examining, evaluating, and selecting the successful bidder This team
was established under Presidential Decree No 6 of 1995 The team 1s assigned the additional
responsibility of receiving and deciding appeals during the pre-qualification, bidding, and project
implementation stages for all PPP projects

Mirnustries/regional governments and state-owned enterprises These are defined in Presidential
Decree No 7/1998 as “responsible entities” and are the owners of a PPP project As owners,
they have the primary responsibility to

¢ Identufy potential candidate projects for consideration for inclusion on the List of
Infrastructure Development Projects

¢ Conduct and evaluate pre-feasibility studies
¢ Prequalify private sector participants
¢ Conduct bidding and bid evaluation

¢ Select suitable private sector partners
¢ Contract the project with the selected private party

e Monitor the mmplementation of the cooperation arrangements

® Provide all such mformation as may be required by BAPPENAS and/or the procurement
evaluation team on all cooperation projects that are proposed, under procurement, under
implementation, and completed

ISSUES AND EVENTS AFFECTING THE PROJECT 7
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B3 Guidance on Project Risk Management and Credit Enhancement

The review of the pipeline of private sector projects carried out under Presidennial Decree No
39/1997 indicated that many projects had been carried out (or proposed) on somewhat
questionable assumptions Most projects were not competitively tendered and often used
substantial amounts of public support Moreover such public support was often provided merely
to facilitate the transaction, and without exammng the project’s cost-effectiveness or the
accountability aspects For example, most power projects mcluded generous off-take provisions
creatung substantial contingent liabilities for PLN, the state-owned electricity supplier When the
crisis hit, PLN sumply could not meet its contractual obligations

Moreover the liberal use of public support hid one of the real 1ssues affecung project bankabihity
— the lack of modern and market-oriented tariff policies n all mfrastructure sectors In every
sector except telecommunications, the GOI had kept tariffs below cost-recovery levels While this
well-intentioned policy was justified to protect the poor, the real beneficiaries were often the
more affluent sectors of the society who had access to such services Moreover, because tariffs
were generally below cost-recovery levels, the infrastructure mstitutions lacked self-financing
capacity and were unable to expand service delivery, except through donor programs from the
World Bank or ADB For the poorer sections of society, who often had no access to service the
low tariffs were at best a theoretical benefit As a result private parties were unwilling to assume
tariff risk and demanded revenue guarantees (public support) Without suitable guidelines there
was no way to deterrmine what might be an approprate level of public support, or how 1t would
be accounted for

The onset of the economic crisis brought these issues to the forefront earlier than might have
otherwise happened

B4 Summary of Scope of Work Modifications
Overall the scope of work was modified to allow for the following

* A number of contemplated reforms to be supported by the project were mmplemented
earlier than anticipated

¢ New opportumuties for effectively using the project resources emerged

* The nature of the project changed from a purely advisory function to one that assisted GOI
in a very hands-on and relevant way

Section III reviews the resultant modifications n detail

8  BAPPENAS PUBLIC PRIVATE PARTNERSHIFS CENTER INITIATIVE — FINAL REPORT
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SECTION Il

Revised Project Scope and Deliverables

A Rationale and Content of Revised Scope

The revisions approved by USAID were made in consultation with BAPPENAS and the CIDA
team The changes and the rationale for them are summarized below and detailed 1n Annex F

A1 Task 1 Preparation of a Database for the List of infrastructure Development Projects

Under Article 6 of Presidential Decree No 7/1998, the List of Infrastructure Development
Projects drives the PPP program Only projects included in the Iist can be procured To get on
the list, a project must satisfy criteria that include showing 1ts preliminary viability and relevance
in overall national planmng objectives Moreover, the list must be updated regularly to reflect the
addition of new projects, the deletion of projects that prove to be non-viable, the actions taken
with each stage 1n the procurement process, and project monitoring activities

Revision The revised task was to assist BAPPENAS 1n creating a PPP project database that can
be regularly updated mn lme with the above requirements, 1s 1n a format surtable for advising the
public on the program’s status, and shows private parties the opportunities for mvestment

A2 Task 2 Preparation of an Implementation Manual and Guidelines

Presidential Decree No 7/1998 created an urgent need for rules and guidelines to support its
implementation The original scope of work had covered the provision of manuals and guidelnes
as deliverables However, this provision was deleted during the project team’s visit in December
1997 when work covering the creation of PPP umts m line muustries was added Because the
decree does not contemplate such PPP umits, creation of these umits was deleted and work on
manuals and guidelines was remnstated

Revision The project team would prepare and deliver to BAPPENAS and USAID working drafts
of the Implementation Manual and Mimsterial Decree by mid-May 1998

A3 Task 3 Design of a Post-transaction Regulatory Framework

Presidennial Decree No 7/1998 largely covers the pre-award phase Its only reference to post-
award activities 1s m Article VIII of the Elucidation, which states that

* BAPPENAS must momtor the performance of projects under mmplementation

* The procurement evaluation team 1s to assist i resolving disputes between private parties
and the owners of the project

The decree 1s unclear on the purpose and scope of BAPPENAS’ momnitoring activities, and on the
specific post-transaction mandate of the procurement evaluation team

Revision The project will include an examination of mnstitutional roles and responsibilities for
post-transaction matters such as tariff policy, tariff setting, and periodic tariff adjustment,
contract momtoring and enforcement, and consumer protection and advocacy
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A4 Task 4 Dispute Resolution

Revision While somewhat related to task 3 a specific examination of dispute resolution was
deemed necessary to

» Operationalize the dispute resolution mechamsms 1n Article VIII of the Elucidauon to
Presidential Decree No 7/1998, especially regarding post-transaction aspects

¢ Provide guidance on how the dispute mechanism processes referred to in Arucle 10(2)f
may be operationalized m the context of PPP contracts

¢ Develop guidehines on dispute resolution options available to the GOI and private partues
including what mechamusms may be applied to specific classes of dispute e g when an
arbitrator, sector regulator, or court may be an appropriate venue for particular classes of
dispute

A5 Task 5 Financial Analysis and Credit Enhancement

For the reasons cited above, the cost-effectiveness to the GOI and the commumty of PPP projects
depends heavily on the appropriate, cost-effective use of public support Also, the loss of
Indonesia’s investment grade credit rating has created a potential role for donor-based support mn
catalyzing the flow of private sector mvestment Thus the tasks covering risk management and
credit enhancement became more mportant than origmally envisaged

Revision The project team’s work 1 finance would concentrate on identifying a combination of
mtiatives that

* Facilitate a more appropriate sharing of risks between the public sector and the private
sector with a view toward tariff policies that induce private mvestors to be more willing to
assume tanff risk

* Use credit enhancement techniques such as public support more cost-effectively and
transparently

* Support some private sector financing until Indonesia’s mvestment grade rating 1s restored
B Deliverables

Exhibit 1II-1 on page 11 summarizes deliverables under the revised scope of work

10 BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT



Exhibit IH-1 Schedule of Deliverables
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Task Deliverable Due Date
1 1 Questionnaire June 30 1998
2 Database design June 30 1998
3 Project profile sheet June 30 1998
2 1 Working draft Implementation Guideline mid May 1998
2 Draft Minustenal Decree for Presidential Decree No 7/1998 mid May 1998
3 Workshop on the PPP framework May 31 1988 - but
deferred to December
1998
3 1 Report and recommendations on post transaction performance March 21 1998
monitoring procedures and policies
2 A one day workshop on post award regulatory regimes Combined with task 2
part 3 above
3 Two or three draft Ministenal Decrees for the transport and water | March 21 1998
sectors
4 1 A report on the above topics March 21 1998
2 Model clauses for inclusion in regulatory regimes and in March 271 1998
concession agreements and provider contracts
3 Module to conduct a one day workshop on dispute resolution and March 21 1998
arbitration
5 1 Report on financing infrastructure within the constraints of the IMF | May 15 1998
accords
2 Design for a Private Sector Investment Development Fund and May 15 1998
other credit enhancement techniques
3 One day workshop
Combined with Task 2
part 3 above
6 Final Report June 15 1998

REVISED PROJECT SCOPE AND DELIVERABLES 11
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SECTION 1V

Overview of Project Performance and Deliverables

A Task 1 Preparation of a Database for the List of Infrastructure Development Projects

Work on this task began i earnest January 1998 when the conceptual design for the database and
data-gathering methodologies for 1ts format were pretested The following deliverables were
provided

Deliverable Date
Questionnaire (see Annex G) December 16 1997
Database design {see Annex H) June 30 1998
Project profile sheet (see Exhibit IV-1, below) December 10 1998

The project profile sheet, published as the List of Infrastructure Development Projects covers

The content of the list by project and sector

» The type of project, for example, build-operate-transfer (BOT) or joint venture

® The procurement status of the project, for example, pre-qualification, bidding, bid
evaluation award of agreement, completed and operational

® Whether public support will be provided for the project and, if so, the type of public
support contemplated (e g , consumer subsidy, complementary investment)

® Projects added and removed durmg the current month

Because the work being carried out under Presidential Decree No 39/1997 has not yet been
completed, the List of Infrastructure Development Projects output mock projects prepared for
illustrative and demonstration purposes only

Exhibit IV-1 lllustrative List of Infrastructure Development Projects, December 1998

Name of project Responsible | Estimated | Type Date of Procurement Public support
entity project first action
value (Rp hsting
tnilion)

1 Energy Sector

1 Utara Gas Fired Plant | PLN 200 BOT | May No action Nil
No 1 1898
2 East West PLN 340 BOT [ June Pre Nl
Transmission Project 1998 qualification
No 3 advertised on
18 July 1998
3 East Java Generation | PLN 288 BOO | June No Action Nil
No 2 1998
4 Central Java PLN 390 BOT | May Pre Nil
Transmission No 1 1998 qualrfication
closed on 7
August 1998
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Name of project Responsible | Estmated | Type Date of Procurement Pubhc support
entity project first action
value (Rp hsting
trilhon)
] Transportation
1 Central Java Rallway | PERUMKA 225 BOT | May Bid Subsidy will be
1998 documents provided to
1ssued to pre successful bidder
quatified to provide selected
firms Bid passenger services
closing 30
October 1998
2 Vehicle Testing & Perhub Darat | 55 BOT | June No action Nil
Inspection Center 1998
3 Central Java PTPI II 195 BOT | May Bid evaluation | Nil
Contatner Port 1998 campleted
i Urban Services
1 West Surabaya Surabaya 205 BOT | July No action Subsidy will be
Water Supply City 1998 provided to serve
selected
consumers
Summary of Changes in December 1298 Listing
Projects added
Il Urban Services
1 West Surabaya Surabaya 205 JV | December | No action Subsidy wiil be
Water Supply City 1998 provided to serve
selected
consumers
Projects deleted
Il Transportation
1 Railway Container PERUMEKA 160 BOT March Pre N
Terminal 1898 qualfication

B Task 2 Preparation of an Implementation Manual and Guidelines

Deliverable

Date delivered

Working draft of Implementation Manual

May 13 1998

Working draft of Ministenal Decree

May 13 1988

Workshop on the PPP framework

December 15 16 1998

14
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Munsterial Decree and Implementation Plan The draft Ministerial Decree presented guidelines
and regulations to mumstries and line departmments The decree and the draft Implementation
Manual contained policy recommendations on 1ssues such as tariff setting and adjustment the
treatment of unsolicited projects public support, and credit enhancement

Begmning October 4, 1998, the project team assisted BAPPENAS 1n finalizing the draft
Mimnsterial Decree On October 19, 1998, Mimsterial Decree No 318/1998 was finalized A
copy of the decree 1s reproduced in Annex I

In Indonesia’s hierarchy of laws and regulations, the Minusterial Decree had to take precedence
over the Implementation Manual Once the Mmusterial Decree was promulgated finalizing the
manual became a priority Initially, BAPPENAS was uncertain whether the manual should be
prescriptive (as was the practice mn the past) or used as a guideline (considered more appropriate
in the emerging culture of decentralized governance) In the final week of the project team s
October 1998 visit, 1t assisted i consolidating material to be included m the manual This
process continued after the teamn’s departure through substantial email correspondence with
BAPPENAS, and resulted in a manual structure and content (1n English and Bahasa Indonesia)
that constituted a comprehensive guideline on PPP The manual was to be distributed as an
official draft at the workshop proposed for December 1998 The English language version of the
manual’s official draft 1s presented in Annex J

Together, the Ministerial Decree and Implementation Manual complement Presidential Decree
No 7/1998 and provide comprehensive guidance on, and explanation of, the policies and
practices necessary to operationalize the PPP framework

Workshop on the PPP framework A workshop for the official launch of the framework
(comprising Presidential Decree No 7/98, Mimsterial Decree No 318/98 and the Implementation
Manual) was an integral component of the project and also a component of the related CIDA-
financed Infrastructure Services project In Aprd 1998, CIDA and USAID consultants agreed to
conduct the workshop jomtly on a cost-sharing basis

In December 1998, the Chemonics/IP3 team assisted BAPPENAS m finalizing the workshop’s
structure, objectives, and mtended outcomes It was agreed that the workshop should pilot two
new 1tiatives 1) m addition to semor GOI officials, the workshop would include representatives
from the private sector, NGOs, the ADB, and the World Bank, and 2) the workshop would
actively seek stakeholder inputs and present the Implementation Manual as an official draft in
order to obtain participants’ mput

The workshop, conducted December 15 and 16, 1998, was officially opened by Djunaed:
Hadisumarto, vice chairman of BAPPENAS, Desaix Myers, USAID mussion director, and a
representative from CIDA Approximately 230 persons attended the opeming session (versus the
planned attendance of 85) The workshop explamed m detail the policy and operational aspects of
Presidential Decree No 7/1998, Mimsterial Decree No 318/1998, and the Implementation
Manual Two special sessions were dedicated to credit enhancement and post-transaction
regulation Chemonics/IP3 team members participated in workshop presentations and the break-
out groups held on day 2, and the CIDA team participated jointly with the GOI and the project
team on a post-transaction regulation session A copy of the workshop agenda 1s presented m
Annex K

OVERVIEW OF PROJECT PERFORMANCE AND DELIVERABLES 15
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Completion of the workshop put Indonesia n full compliance with the infrastructure-related
conditions set by the World Bank for the release of the second tranche of 1ts policy-reform
support loan

C Task 3 Design of a Post-Transaction Regulatory Framework

Deliverable Date delivered
Report and recommendations on post transaction December 15 1998
performance monitoring procedures and policies
One day workshop on post award regulatory December 15 16 1998 durnng the combined two
regimes day workshop on Presidential Decree No 7/1998
Two or three draft ministenal decrees for the Canceled, no longer suitable

transport and water sectors

Post-transaction report The approach of the report on post-transaction regulation was based on
BAPPENAS’ mmtial gmidance to present a conservative “hybrid” regulatory model heavily
weighted toward preserving the mstitutional status quo and incorporating only modest departures
from prevailing practices However, 1n the wake of the changed political situation following
President Soeharto’s resignation and increasing World Bank pressure to imstitute significant
reforms the GOI requested the project team to submuit a revised package that considered more
far-reaching reforms

Workshop The revised work n post-transaction regulation, presented jointly by the project team
and BAPPENAS semor advisors, was a major topic at the December 1998 workshop An outhine
of the revised recommendations of post-transaction regulation 1s shown 1 Annex L

Decrees on transport and water The proposed ministerial decrees covering the water and
transport sectors were to reflect the hybrid approach to post-transaction regulation origmally
proposed by BAPPENAS A hybrid, or in-the-mmistry regulator, could legally be established by
a munusterial decree However, given that the changed political environment now permuts the
development of independent regulators and that independent regulators should be accountable to
Parliament, such regulators cannot be created by a minsterial decree Accordingly, 1t was
decided to postpone the development of mechamsms to establish sector regulators until a follow-
on implementation phase

D Task 4 Dispute Resolution

In April 1998, USAID requested that the proposed work for this activity be suspended and
considered for inclusion 1n a possible second phase of the project In USAID’s view, this task
was of a lower priority than the other tasks and did not justufy the level of effort required to
support 1t as a discrete actvity Further, USAID felt the task would be more effectively carried
out when the GOI determmnes 1ts overall approach and strategy for post-transaction regulation,
especially regarding the use of independent sector regulators

Therefore, work carried out on dispute resolution was limited to

® Assistance 1n preparing Section 6 2 of the Implementation Manual on dispute resolution

* A brief examination of dispute resolution in the context of task 3 on the post-transaction
regulatory framework

16 BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT
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E Task 5 Financial Analysis and Credit Enhancement

Deliverable Date dehivered

Report on financing infrastructure within the August 1998
constraints of the IMF accords

Design for a Private Sector Investment Development | August 1998 {(summary version delivered at

Fund and other credit enhancement techniques workshop on December 15 16 1998}
One day workshop December 15 16, 1998 (in the combined two day
workshop)

In the past, an absence of a clear, effective policy on credit enhancement resulted 1n mefficient
provision of public support For example, many power-generation projects carried expensive
take-or-pay provisions and guaranteed dollar-denominated tariffs Work under this task assisted
the GOI to establish the following policy on public support as a credit enhancement tool

The Government shall not provide support measures to a public-private partnership except
to enhance the financial viability of an economically and socially desirable public-private
partership that would not otherwise be financially viable Public support shall be no
greater than necessary to provide an opportunity for the private party to earn a
reasonable return on its investment Public support shall be provided in an open and
transparent manner

This policy 1s formalized in Ministerial Decree No 318/1998 and described 1n the
Implementation Manual

Before the economic crisis, Indonesia enjoyed an investment-grade credit rating and had hittle
interest n the other mam form of credit enhancement, namely donor support However, like
many of 1ts Asian neighbors, Indonesia lost its mvestment-grade rating, and the hurdle rate — the
rate of return needed for a project to be acceptable to financiers — has increased significantly
With Indonesia’s lower country rating, foreign banks may decide to reject potential public-private
partnership projects that may otherwise be attractive on their own merits

Following the submission of the report on credit enhancement 1 August 1998, the GOI’s interest
in credit enhancement through donor support increased In October 1998, 1t requested the project
team to provide additional material on how this might be operationalized through, for example, a
donor/GOI-sponsored Private Sector Infrastructure Development Fund This work, carried out mn
October and November 1998, was mcorporated mnto a revised credit enhancement report, which
will be 1ssued 1n January 1999 In addition, a 14-page summary of the upgraded credit
enhancement report was distributed at the workshop held 1n December 1998

OVERVIEW OF PROJECT PERFORMANCE AND DELIVERABLES 17



SECTION V

Conclusions

The successful conclusion of the December workshop marked the final major in-field deliverable
under the project Given the original scope of work and Indonesia’s drastically changed
economic, social and political environment, the project’s achievements would not have been
possible without the cooperation of USAID n permitting the scope of work to adapt n line with
these changes On the other hand, the GOI was often critical of the limited time the consultants
were able to spend 1n the field However, given the limited budget and the overall requirements
of the project, these criticisms had to be borne by the project team 1 good faith

A Achievements

As of December 31, 1998, the GOI had 1n place the basic framework of a PPP program and had
¢ Issued Presidential Decree No 7/1998
¢ Issued Mimsterial Decree No 319/1998
e Issued the Implementation Guideline

e Conducted a high-level workshop for senior GOI officials, NGOs, the donor community
and the private sector to launch and publicize the PPP program

* Accepted the concept of rational credit enhancement and a Public Sector Infrastructure
Development Fund

* Accepted the concept of independent, accountable sector regulation
¢ Sansfied the IMF and World Bank conditions on infrastructure financing and development
B Future Steps

By addressing the processes of rational project identification, the use of competitive procurement,
and basic 1ssues of sound governance, Presidential Decree No 7/1998 1s a necessary first step m
a rauonal, cost-effective PPP program However, the decree does not define the sufficient
conditions for a successful program Therefore, the project needs to be followed by assistance m
these areas

e PPP Center Establishing the Public-Private Partnerships Center 1s vital to building
capacity within lme agencies to plan, analyze tender, and evaluate PPP projects

e Credit enhancement framework and program Because of Indonesia s loss of mvestment
grade, the design of the program needs to be accelerated to ensure that 1t 1s up and running
by the tume that eligible and deserving projects are on line A credit enhancement mitiative
will develop and implement sound policies to control the provision of government support
and guarantees to prevent abuses and misallocation of resources This mitiative must also
mclude the detailed design aspects needed to establish related credit enhancement
debt/guarantee facilities — mechamsms that will enable the funds from these facilities to be
leveraged mto sigmficant volumes of new private sector finance for ehgible infrastructure

W
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projects Although the imtiative has prelimmary donor support establishing such a facihin
will take about 12 to 15 months However this timing will be compatible with the
expected emergence of suitable capital-intensive projects that would be the likely users of
such a facility during the economy’s recovery phase

Umbrella infrastructure legislation and post-transaction regulatory framework There 1s
still the need to develop an overarching framework that clarifies institutional authorities
strengthens the applicanon of Presidential Decree No 7/1998, harmomzes sectoral and
cross-sectoral legislation and establishes legislation creating the mdependent regulatory
bodies for transparent post-transaction regulation The need to develop the umbrella legal
framework under an overarching law has been recommended by both the GOI s Public
Private Partnership Steering Commuittee and line agencies alike In addition to clarifying
updating, and strengthemng Presidential Decree No 7/1998, the umbrella legislation
would harmonize all legal and mstitutional relationships and imtiatives affecung public-
private cooperation Among other things, this would need to cover procurement,
mvestment anti-monopoly provisions, the provision of guarantees and public support and
post-transaction regulation

BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT
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SECTION VI

Recommendations

A OQverview

Feedback from the workshop participants indicated that their agencies, particularly local
governments, lack the technical, financial, legal, and economic capacity to select, tender, and
evaluate projects Many participants observed that there 1s a backlog of old and new projects that
need vetting and a decision on whether to advance or reject Moreover, many expressed concerns
that there would be substantial delays i receiving technical assistance and that they were under
pressure to move forward in spite of the emerging legal and regulatory framework

These comments highlight the challenge facing the PPP program There needs to be a “fast-
track” approach to operationalizing the Public-Private Partnerships Center, and priorities need to
be estabhlished to select projects for mclusion on the List of Infrastructure Development Projects
BAPPENAS and other relevant parties need to establish the capacity to process eligible projects
and develop a viable pipeline of priority projects that will be accepted by the market In addiuon,
BAPPENAS needs to communicate to line agencies, the public, the donor commumnity, and
mvestors that the legal and regulatory framework 1s still not complete until an “umbrella” law 1s
finalized, Presidential Decree No 7/1998 will remain the controlling regulation m the intertm
and the new framework will complement and not contradict 1t This will provide all parties a
sense of regulatory certamnty and comfort that will allow the process to move forward while the
details are fine-tuned

B Areas Requiring Immediate Action

Based on these and other comments, as well as mternal discussions within BAPPENAS, 1t 1s
recommended that a short- to medmum-term 1mplementation plan be developed for immediate
acuon The following activities are proposed 1 order to allow the above strategic and
implementation 1ssues to be addressed concurrently with Indonesia’s recovery phase

® Design, coordinate, and finalize the umbrella policy and post-transaction regulatory
Jramework

o Consolidate and finalize the GOI's policy on public-private cooperation covering all
aspects of the delegation to private parties of the state’s constitutional obligations to
provide infrastructure

o Conceptualize and draft an umbrella infrastructure law

o Develop the orgamzational and operational procedures for the Public-Private
Partnerships Center

0 Coordmate and develop implementing regulations for sector regulators mn water,
transport, energy, telecommunications, and other public services i harmony with the
umbrella law

* Develop and implement targeted education, outreach, and capacity-building programs
Capacity-building programs aimed at line agencies, local governments, and consumer
organuizations need to be developed and conducted for all relevant officials at the national,
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provincial and local levels This effort should focus on the goals, procedures process
and strategies of the PPP project life cycle Activities could mnclude

o High-level policy workshops for senior GOI officials and mid-level policy and
implementation workshops

o Post-transaction regulatory trammng programs for senior officials from the water
transport energy, and telecommunications sectors

o “Toolkit” workshops on financial, economic, legal, and monitoring aspects of public-
private cooperation projects for sectoral officials

o “Road shows” for local governments and consumer organizations

¢ Pilot project selection and evaluation assistance To respond to lme-agency needs and
create a portfolio of viable projects that are ready for processing m the recovery stage a
number of pilot projects need to be developed now to test and validate the Presidential
Decree No 7/1998 framework The projects could be himited to the sectors of greatest
need and demand, namely urban environmental services and transportation They could be
sourced from project dentification work carried out under related projects such as Private
Partictpation (PURSE), Coordmated Local Environmental Action Network (CLEAN) and
TAP41 Once the program gains credibility and Indonesia returns to the voluntary capatal
markets a broader post-pilot phase can mnclude other sectors and projects This work
should cover all stages of the project life cycle, from inclusion on the List of Infrastructure
Development Projects to contract negotiation

* Design of credit enhancement facility and guarantee policy Support 1s needed to help the
GOI develop guidelmes to implement 1ts new policy on the use of government support for
projects and to control the use of guarantees This should also cover the development of
methodologies and systems for accounting for contingent habilities that arise from the
provision of public support In addition, the GOI also needs assistance to carry out the
detailed design recommendations on the establishment of the Private Sector Infrastructure
Development Fund to anticipate Indonesia’s return to the financial markets This work
should be carried out to a standard that 15 acceptable to the multilateral lenders and key
bilateral agencies and cover

© Preparation of operational criteria for the approval of loans and guarantees from the
Private Sector Infrastructure Development Fund

o Development of a management and board of directors plan
o Liaison with the multilateral lenders and key bilateral agencies

C Conclusion

The project has contributed 1n a useful and hands-on way to the development of GOI's public-
private partnership framework To avoid losing momentum and establish a sound, cost-effective
infrastructure program to support the economy’s recovery phase, the framework needs to be
mmplemented urgently The work outhned above will address the remaining gaps that prevent the
PPP program from becoming fully operational
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1.1

1.2

13
131

TITLE: USAID Techaical Assistance for the BAFFENAS Public-Private
Partnership (P3) Center lnitiative

OBJECTIVE:

The Natiopsl Development Plamning Ageacy (BAFPENAS) of the Government of
Indoneais (GQT) has requasted USAID assistance in defiaing options for the tnatitutionnl

deslgn of the proposed Center for Public Private Partuerships, intended to fulflll the
following fusctions

()] as an information coulor fur the privaw ST o0 legal/rogulatory requirements
governing public-privats partnentips in infrastructure,

@) &1 8 sowe of techaionl asalstance, training, and promotional activitles for
sovats {infrastructure Initistivex of the responalble sectorsl ministrics in the
scctors of power, tranaport, telecommunications, and urban services, and

() a5 taff to an inwerministerial approval body, proviglonally referred to &s the
Cocrdinating Board, to overses the development of regulstions and guidslines
to be used by sectoral ministries in establishing procedures for processing
public-private partnership (PPF) projects st the central lavel, and to enact rulea
and prooedures to enbinnce transpereacy and predictabilsty throughous the project
developmant process

In establishing the charter and logal status of ths Coordingting Board and the F3 center,
BAPPENAS has requosted USAID amistance pasticularly with respect o the thind
function lirsd above, in clarifying the authority, rolss wnd cperating procedures of the
Coordinating Board and the P3 ceator, as organizations charged with overseeing the
dovelopment of sew policies and procedures for the award of private concessions for
{nfrastructure development and openation

CONTEXT

Nood for Expanded Private Participation in Infrastructurs

mdonm,wuhupopuhﬂmdwamommiou.huuecmyupmdmmma
to grow at ¢ sustained mats of over 7% per anmum. Tho country is becoming
progressively moro urbanized, with an urbau population pow estrmated at over 55
million Projectsd population growth sates and continuing urbanization trends will causs
the urban powhﬂonwmchlumﬂnmbymwdoﬂhesmung-ram
Development Phase (PIP II) in the year 2018 Tobese trends, slong with rapid economic
MmhqumMmﬁvermMMwMMt
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oconowmc infrastructucs, Adequats infrastructure is essential for Indonesla to remain

- oompedifive in the global market for trade and investment

mmmmmmmmwmmuw
dwdmmmfmmwmwmwwmmvnm
thereafler This presture sppliss oqually ta the funding required for new prajects, &s

woll as the expanding funding requirements for oparations and maintanance of existing
infrastructure aasets.

During Repalita VI - covering the pariod from 1994/95 to 1998/99 - 1t has been
estimatsd that total new infrastructure aro over USS 50 billions, and during
Repelita VI which follows, requireeneats are estimated 8¢ USS 132 billions Amounts
of this magaiteds cannct be fully met from public funds, nor can the gap be mads up
?mmmmumwmmmm.wmmmm
s0 lmitad

I¢ Indonosix Is to realies Hx full growth potontial, private pasticipation is essentlal W halp
cbnthcnpbxwuumeuquhodbvdofhmwmsbnwmuumm
traditional sources. Over the Repelira VI perind, all major infrastructusre scctors are
planning to undertake development projects with private sactor particlpation  Recent
mmmmtmabwuﬂﬂmahpmjmuwbmidnﬂﬂed. of which 216

have been developed to the stage whers estimatoa of total cott can be mads, amounting
to over USS 35 billion

Indonesia has boen mcelving significant axtemna! aid in support of promoting private
sector investments  For example major Wordd Bank Loans, (TRRD Loans # 3385-IND
and #3913-IND) bave beea providad to finanoe technica! astistance through the Technical
MWWWMWB&MMWMMO!MWGAP@W&.
to provide consulng services to create & portfolio of vishle projects for private investors
Other dosars activities 1a supporting of different aspects of the public-privats partnership
approach loclude an Aslan Dovelopment Bank, (ADB) project ou public-private
partnersiups 10 the transport ssctor; and the USAID-financed Private Participetion

i1
Urbas Services (PURSE) project, which is o n In the
ivecy of e pmi helping to sxpand privare partioipatio:

Notwithstanding the substantial rescurces that have boen mads available to accelesuts the
program, it {5 spparcat that serious obstacles still remain io the cosvertion of the
tochmeal and cspital assistance from dogors, into viable, implemeatabls investments
actually taking place on the grousd  Asscssments of program progress by the Project
Manggement Unit of the BAPFENAS agency for the TAP4! project, have observed
substantial problems in implementation, For exampls, respenses to tenders wmed by
Indonssian agencies from the international business and investment community, bave
sometimes beenr 1sss than satizfactory, and the actusl number of approved coucesson

A



OUT-PCE-! 1-800-97-00015-00 Taak Ordar # 800

133

Mummmmuwu&dfuapmmmwﬂmmmmwmnwy

The clear implication of this unoven pecformance {4 that what 15 most noeded 1t & clear
end explict legal and regulatory framework and the necossary instinitional capacity, to
estahlizh a “lavel playing fisld” and promots the greaser involvement of pastiopants and
stnkshalders in publioprivate partaanships This is important in order to sand o cloar and
unambiguous signal to the intsrations] conatruction busineas, banking and investment
commuxity, that Indoocal is an invertior frisndly country, whare propecty rights are
protected and country and wmarket rizks are manageahle, such that meritorious proposals
will be fairly evaluatad and promptly approved, In meumary, what is neaded is a
streemlined process, operating under clear guidelines snd authorities, which expeditas
privats investment in Infrastructure while ensuring that the public interest is protacted.

Lagal Baris of the Proposed Public/Private Partuershiip (3) Center

Broad-based politics] support i developing for the enactment of a legal fmmework
establishing new requirements far sahancing transparency and predictabliity in private-
public partnerships that apply to all infrastructure sectors  Three ministers eadarsed this
concept &t ths BAPPENAS/World Bank-sponyared "Ministerial Level Intoraatioual
Confarenics oo Infrastructure Developmant” hald in Jakasta, September 2-4, 1996 The
Chairman of BAPPENAS, and the Ministers of the Coordingting Ministry for Praduction
and Digtzibution, and the of Economic, Financial eud
Development Supervision (Bkuwsashang) declared thelr comnutment to establish 2 cross-
sectord legal/regulatory framework at that conforencs  Further ministerial for
this initiative has becn exprosscd at an informal warking group by the of
Fuance, the Ministry of Manes and Eoergy, and ths Ministry of Public Werk, created
to unplement this proposal

Ekuwasbang bas designated the Deputy Chamman for Infrastructure Development at
BAFFENAS a3 responsihls for prepanng a8 Governmest Ragulation (Rerasuran
FPemerintah) ot PP, to expedite private participation in infrastructure by promoting policy
coordinaticn and connatency across sectors, through measures that strengthec institutional
capacuty for infrustructure planning; improve the process for planaing, procunog, aod
wanaging technics! assistancs for wfmstructure procts; and develop a cross-sectonl
regulatory frumework This Government Regulation, currently m draft form aod being
circulated for comment, muthorizes the establistunent of an interministenal Coordinating
Board and & Ceater for Public-Private Partnersiups,

Az impartant obyective of the dmaft PP, pianned to be submutted for Presidential signature
by October 1997, is to provide g satemeat of basic principles, such a1 of protection of
the public interest, compettson, and conmstancy with nationsl snd sectorsl planaing
olyjectives, © guide tho developnent of the reguistory framewark The PP bs o bo
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supplemcntsd by one or mare Preiidsotial Decrocs (XEZPPRES) that will detail
requirements for strategios, approval procossos, and tochnical guidance to be establishod
by each ministry conoerned with infrestruciure, & § , trsnsport (air, asa, and 10ads),
telecommunications, power, snd municipal sorvices The KEPPRES is expectad w0
describo tn greater detall the "coordination* rols of the proposed Coordinating Board and
FJ Center To support irplementation of the PP and XZPPRES, more detalled
Implementing regulations and guidelines are needad to spacify procedures for approving

PPP pmjects &t the central leve! and to guide the operation of the PKLN committes and
the P3 conter

Rolks of the 3 Ceater

An interministerial consensus on the exact rolss and authority of the propased P3 center
hiss not been roached, At i3sus U how the P3 center will support the development and
implsmentation of policies and procedures applying to all minstries conosmsd with
infrastructure  The BOT (build-operate-transfer) Center egtablished in the Philippines in
1992 adopted primasily a service role, acting as an information center for the private
socior, and &4 & source of technical assistance, training, and promotiona! actwvities for
inframructure-related soctoral ministrivs. Baslc activities that the P3 centor could carry
out if it were to coufins itsalf to essontially & sarvics role ars summarized below,

& §ervices for the private sector

) Rapository of information on non-sector specific laws and regulations,

such as foreign investment requiremonts, tax laws, snd regulations
conoerning customs and dutict

i) Repostory of information on sector-spacific  legal/regulatary

fequurements govestung public/private partnerships ww infragtructyre
provision, melyding

- Sectorsl strategies and priorities for expanding private
puticipstion, unbundling markets, and privatizaton of assets

- Disseqtination of guidance on project devalopment procedures,
approval processes, guidance on feasibility study requirements,

Listings of projects idenmtified by government agoncies ag
suitable for private development and/or projects where sponsors

sre secking foreign partnens as  investors, developers or
Operstors

E
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- Dissornination of infermation oe risk management, financing
sources, and modal contracts

i) Cawm studies of successful public/private infrestructure projects m
Indoncsls and other studios of selected iamuns.

iv} Information on seminass, workshops, training programs, and contact
potsons

Ssrvices for the guhlic sectari

) Technical assistance and training o help intorestad agencics to develop
sactoml strategies, guidance on project development proceduyres, and
rogulatory ovarsight capacity.

) Exchanges between secioral ministrizs and ageociss from othar
countrics to thare Isssons lasrnad on speaific techniques used in project
tmasaction crigination, financing, and management

fil)  Technical assistance and training to develop guidance on scloctsd

lasues, such &g pricing policy reform, credit eatuncement and dik
managemont.

iv) Prumotional activitiss to bring potential investment opparanitios to tho
xtteation of privats investors aad dovelopers

The concept of & cross-soctaral regulatory framework as eavisionsd by
BAPPENAE tmpliss that cach sectore! ministry be required to cladfy its
olfjectives and estshish trunsparsat project dovelopment procedures and
approval procosses that adhere to ioternationsl practics with respect to open
competition, dus diligance, and risk managoment. Tha impoaition of basio
requirements applicable to all infrastructure sectors for project approval and
procurement processes will roquire careful anclysis to fomter Interminimerial
cooperstion. The mnge of opportuaities and comstwints to improved
coordination has got yet boean systematically determined Key questions, such
a3 thuso lsted balow, (o be addressed in new regulations and puidelines pianned

by BAPPENAS, bave mmportant implications cegarding tbe mole of the
Coordingting Board and the P3 center.

. Prequalification - the neceuity of, end requirements for, pre-qualifying
private partizs must be clarfisd with respect to each sector

Compeiition requirsments - guidancs is nceded regarding the precise
circumstances in which ugsolicited proposala would be acceptabls to

sy m
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protect the public intersst and expedite prvats pasticipation, given
varying market conditions and risks encountered in different soctor and
geographic locations.

Quanaight pegulatory crpaslty - the rales of the techaical munistrist in
approving projects nesd to be clasified with rospost to minimum

requiremsats for technical aversight capacity and categanzatios of
projects in view of the GOI'x decentralization policies

8ala of the Coordinating Board and P3 capter - & balance nesds to met
to ensury that technical ministries’ tmplameniation practioss wre
contlstent witk the policies and spirit of new reguiations, yer at tho
mme time, to avold excestive centrulization of suthocity that could
1sad 10 hotticuscks in Infoastructure project development

1.3.4 UBAID Tachnital Assistance Design Considerations

While BAPPENAS baz roquestod USAID anstance in defining options for the
institutional dexign of the proposed P3 centar, with special empharis on clarifying how
the PJ center would carry out its interminigtaria] coordination function, RAPPENAS has
also requestod assistance from the Canadian Interational Developmant Agency (CIDA)
In developing the crosi-sectoral policy framewark and relsted regulatory mechanlams at
the sectorsl level. CIDA's inception report waa campleted In Juns 1997, and it techaical
Rasistance team s expacted to be mobllized by the end of July 1997,

Beginning in May, USAID opened an ongoing dialogue with CIDA o clarify the best
meags for coordinuting wssistance Both USAID and CIDA recognize that the strength
of the BAPPENAS proposal is the intent to sstablizh coasistency across sectors with
regpect to transparency aad predictbility in the spprovals process, as well as the wtent
to faclitate establishment of ap overnll lagal/regulatory framework conducive to PPP
Certaln aspects of the CIDA Termu of Refarence have been mutually agreed upon s
within the exclusive purview of the CIDA project, namaly, tasks relatsd to netional and
sectoral strategies, the comprebenuve eviaw of financing issues, revisw of nov-sector
specific laws and regulstions, and guidellnes on post-award economic and techaical
regulations of private lofrestructure concesmonx, The goal of these cross-sectom!
regulatory analyses Is to address the prority concern of BAPPENAS 10 promsulgats
implementing regulstions and guidelines to sectora) ministriss to establish procedures for
approving projects s the ceatral lovel ez well s rulcs and procedures to enhance
transparency and predictability throughout tite projoct development process  Riies and
procedures for entiancing transprency end consistency scrosa sectors are coatral ta the
success of the BAPPENAS itiative in establishing z “level playmg field” for the

mtermational bumness community, where country risks are metigated, and proposals are
subject to reasonable evaluation and approval processes
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The challenge for USAID and CIDA b 1o target their limited resources in
oomplementary manner lo ssslst BAPPENAS clarify the most cruclal impediments o
expanded BPP as s besis for doveloping appropriate rules and procedures to mitigats
thoss constraimts  Given that the CIDA Tarmy of Refarsnce are comprehensive In icops,
and that tasks rolazed o seeting croas-sectaral palicy aud establshing sectoral regulations
e their primary aress of responsibility, USAID proposs 0 asalst BAFPENAS in
clarifying the roles, sutharity, and operating procedurcs of the P3 by concentrating
assistanos on selscted aspocts of the BAPPENAS initiative that moat directly conceru the
uneed for increased transperency, competition, and due diligence in decision-making
processes  USAID believes that an approprizts use of us Limlted rescurces 1 an analysis
of weakneasss in project approval and procurement processss that ars comuman across
infrastructure seclors, (0 asmsist BAPPENAS integrats CIDA and othor dooar
recommendationt in daveloping appropriste cros-sectoral ruled and procedures for
project sppraisl and approval Once these regulstory mquirements ars clarifled,
BAPFENAS will be provided with & sound basls for fusther defining haw the F3 Center
should Haise with cach of the sectoral ministrios, as well es in clarifying the roles,
autharity, and operating procedurcs of the P3 conter

This spproach is based on USAID sxperisnce with the PURSE project, which lad to the
recognition that & fundamenta! cloment of an approprists regulstory framework is clarity
sbout government objectives, comguitment, and decision-making processes This was
found 10 require transparent and regulsrized project devalopment processss, lacentives
for competitive swards of conosssion contracts, procedures for the rigorous appreisal of
unsclichted proposals, guidance on risk mansgement, model contracti and other
documents, such es model MOUs and RFFs, nesded throughout the approval and
procurement process, A majoc milssone actueved under the PURSE project was the
development of "Project Life Cycle" gudance on opemating procedures and model
documents, Tbe formal roview and adoption of this guidence by ths GOI heiped to
resalve long-standing disagrecments on ministarial roles, clarified procedures for public
and private sponsors of joint-vesture infrustructure projects, and establisbod a process for
the rigotous appraisal of propoaala The proposed USAID technical ussistance, further
described below, 1 based on the concept that best practices m progect spproval and
procurement processes should not differ fundamentally by sector.

TASRS

The Contractor shall complete the following tasks

141 Approval Precedures AnalysesCompletion date: &/15/98

@ Prepare bricf profiles of selectsd infrastructure subsectors, €., power
genention and transmission, toll rouds, rail transport, mrrins ports, airparts,
stanciard telsphome service, value-added telcom services {(cellular, international
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(ui)

{v)

and data services), municips! water scpply and sanitation, with respact to the
following background information

Subsector pricritios, targets, and sirategias for expending private
participetion,

pmmand'pmwhmhmmmmfmam
private sector participation, and

- progress by subsector in doveloping PPP mgulations, project approval
and procurement requirements.

Identify priority subssctors for more detullad analyset of project approval and
procurement processes, based on covsultations with BAPPENAS and the
information developed in conaection with Sect 4 A (i), sbove

Prepate narmative and graphic depiction and analyses of project approval and
pgcmmmmformhofmmnyiummumbmn.

- historieal retrospective of the teeck mcord of each subsector io mesting
targets for attracting privite participation,

deacrintions of how the approval and procuramant operats in practice,
incinding edequacy of project identification and feasibility analyses,
time required for projects to progeed from inception to spproval, extant
sod typs of lnterministarial coordingtion, strengths and weaknesses of
the processes in use, and plans for impoving regulatory frumeworks,

- analysis of bottlenecks, deficioncies, and omissions in project approval

and procorement processes that are common acrow infrastructure
subsaciors; and

Develop recommendations wuith regpect to the following aspects of the
BAFPENAS uututive

XAGUIEE 1Ny enbencmny transoares wpoulsfuruw

sod guidelines to ministres to
sstablish procedures for sppraving projects gt the ceatral lovel as well
a5 rulas and procedures to enhasce tramsparcacy and predictability
throughout the project dsvelopment process,

1)

A0 et taterinleye sl ol 4y LU XIS

Akt ORI angd M3 cente
further deflmtion of the charter, organizaticoal arrangements,

procedures, and work plan for the proposad Coordmating Board and P3
ceoter, and
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- Sugzestions for furthar iechnical assigtance - prionties and illustrative
terms of refersnce for additionsl technical assistance to strengthen
sectoral ministrios' approval and proouremest processss

1.4.2 P3 Cunter Design Qptions and Workshep Caxplation dats: 6/15/98

)] Prepare draft guidelines that outline option for Coordinating Board deciaion-
meking autharity and procedures for P3 center staff nppart for the Coordinating
Board, considering such faciors aa

- roview chartars and procadures used by exiating interministerial bodiss,
such as the Prfaman Komercial Luar Negri (PKLN) comuntiee, and
the Ekuwashang Procurement Group, uad dovelop proposals for
estabitishing a now interministerial body to overseo regulations
pettaining to public-private partnorskips in infrastructure,

- ideatify options for dafining the typms of projects subject to
Cmtdtnmngum Board rovisw and approval, and means to enwro
comp

{dentify options for the role of the Coordinating Board and P3 center
staff {n the preparation and approval of PPP regulatary framewarks by
sectaral ministrios aod agencles;

- examine optious for bow Coordinating Boasd members could use P3
center stff to canduct technical, financial and legal reviows of privatc
canocession propasals, and

dellnsate milsttonse/intarvals {n the project development procoss when
privats concesslon proposals would be subject o Coondlaating Board
revisw or approval,

) iw Prepare workahop preseatetioo materials and facllitate & workshop, chaired by
BAPFENAS, and attended by tectoral ministries, that review optioms and
varesolved issues regarding the authority of the Coordinating Board and
pmedmfmmmuﬁwmndcwmmwm
mm;ofmmwmwwmdpdvmmmnmom

and/or Medsl Contract Inuss Coeapletion date; 10/15/98

Pmpnmduttﬂadmalymofnhmdmmd&mmqemm,cuduenhanmm,
Mormoddmmhmumumvldepmdcdguhmonmhmdmhmqw

A-10




OUT-PCE-1-1-800-97-00015-00

applicabls 1o different infrastructure sactors for overcoming common impediments o
structuring private conceadons Tho selection of issucs for detallad analysis ahall be
based on the reeults of the sssemment of common botlenscks in the epproval end
procuresient procarsss of different infrastructure subsectors as well as consultations with
BAFPENAS. Examples of issues that may be the focus of detlled analysis include,

O

(i)

)

Project Risk Menagamont - Additional guidance may be naedod to clanfy tools
and techniques for mitigating projoct ik, such as  inadequate project
identification and feasibllity analysis; {nadequate pre-qualification of pnvats

project sponsors; and measures to mitigets foros majeurs and foreign exchange
k.

Credit Enhanceman - Altarnatives to full sovereign guarntees may need (o bo
explored, such a3 use of escrow accounts, intercepts of central-local transfers,
insunance, performance bonds, and third party credit enhancemant.

Modal Conuagty - Modsl contract sgreemonts for “bulld-own-opemats® and
raanagement concsssions and other documents such a4 MOUs and RFPs nooded
throughout the contract award procets which have been developed uader the
PURSE project may need to be by other model contract
documeats, Altarnatively, fucther guidance may be nseded o the rationale for
key provigions, such as liquidated damages, options for structuring key
provisiong of various sgreement, or explenations of how various agreements,
such as off-taks, joint venture, operations and maintenance (O&M), and loan

sgresmonts, inter-rulato to comprise the security package for secunng financing
of pravate infrastructure investments.

1.5 REPORTS

®

W

Work Plan Withun 45 days of the award of this task arder, the contractor will
submit to the COTR g work plan outlning the major steps to be undertaken by
the Contractor to accomplish the tasks outlined in ths sk order Inpuis
required of indonsslan within 2 timetabls or schedule shall also be
included in ths work plan. The work plan will lay out estimated completion
dates of tasks to be performed during the eight o twelve-month period of
performance Five coples of the work plan and a disketts in format of

Wondperfect § 1 and lotus 123 for Windows or Microsoft Bxeel shall be
submitted to the COTR.

Brogmess reports:  Quarterly progress reparts will be submitted o the COTR
fram the award dato of this task order The progress performance reports will

focus on standard mformation peraimng to  financial expenditures,
admimustranve performance issuca, progress aganst work plan targets The

A-11
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(tin)

(iv)

reporty are 10 be brief and standardized to emphasize accomplishments and
major issues encountered for each of the three major tasks. Administrativo data
will show leval of effort - Inst six months, cumulative and unexpeaded, and
exponditures - last six months, cumulative and unexpended balance  Five copiss
of cach repart and & diskeits tn format of Wordparfect 5.1 and lotus 123 for
Windows or Microsaft Excel will be submitted to the COTR.

Boef Profilos of Selsciod Infrastructurs Subsactars® Within 15 deys of wniten
netification by the COTR of approval acd asceptance of the wark plan, the
coatractor shall submit brisf profiles of sclected infrastructure subsectors (s § ,
power generstion and tranamisgion, toll roads, mil tramsport, marins ports,
airpons, standard telephons sarvice, value-added telcom services such as
cellular, intarnational and date sacvices, municipal water supply and sanitation)
The profiles will include the following background mformation

- Subsector priorittes, targets, and strstegics for expanding private
participation,

progress wnd progpects in each infrastructure subsoctor for attrasting
private sector participation, and

progroas by mibssctor in developing PPP regulations, project approval
and procurement requiremonts.

The zbave information and consultstions with BAPPENAS will provide & basis
for seloction of priority subscctors for more detailed anaiyses of project approval
and produrement processcs  Five copiss of the profile of selected infrastructure
subsectors and a diskette in the format of Wordperfect 5 1 agd lotus 123 for
Windowr or Microsoft Bxcel will be submitted to the COTR.

scadures Analuvis - Intanm and Final Reoortz. In sccordance with
the approved work plan, the contractor shall submit inteim and final reports on
the results of the narstive and grephic analywes of project approval and
procurcment processes for each of tho infrastructure subsectors selected for
detallad study. These analysis will emphasize streagths and weaknesses of the
approval proceases in use m the various infrastructure subsectors, an analysis
of bottlenecks 1n the project spproval processes that are common across
infrastructure subsectors, and recommendations with respect (0 proposed rules
and procedures for enhancing transparency and predictabihity, and implications
of these proposed ruler and procedures oa fusther definition of the charter,
orgenizational arrangements, and operstional procodures for the proposed
Coordinating Board and the P3 cester. Five copiss of each of the* wterim and
final ceports and a diskstts mn the format of Wondperfect § 1 and lotus 123 for
Windows or Microsaft Excel will be submitted to ths COTR

55
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1.6.

(vi)

ammmw.mmwwwmmmwumnwmmw
mmmmmmmmmmmmm
suthority and procedures for P3 cenisr suff support. This analysds wil
cmphasize options for deflning the Coordinating Bosrd decision-making
authority and options for how the Coordinating Board members and the P3
center staff will conduct technical, financisl and logal reviews of privetz
concesvion proposels  Five coplat of repart summarizing desigs laues for
establishing the Coordinating Board and ths F3 Cantar will be subminted to the
COTR on « diskette 1 the format of Wordperfect 51 and lots 123 for
Windows or Microsoft Excel, Ths contractor shall also submit five copies of
workshop presentation materials that seview options and unresolved issuss for
GOI review and commont prior to cotpletion of the final report on design

Guidanca on Toals aod Techalgues: In accardance with the approved work
plan, the contractor will submit dotalled asalysss of selected project risk
mazagenwat, credit emhancement, and/or model conmact lssues to provide
practical guidsnce oz tools and techaiques applisable across infrastructure
sectars for overcaming comman impediments to structuring private conceations
Tea coples of cach tools of techniquo exxmiged in detail and a dlakette io format
of Wordperfect 5 1 and lows 123 for Windows or Microsoft Excel dball be
submitted to the COTR,

STAFFING REQUIREMENTS

Expatrigte Staff,
Sector Bconomist/Teaws Leader
Corporate Financisl Advisor

Atoraey

Sector Boonomust

indoocaian Swf

Policy Asaly

st

Financal Analyst

Atoruey

Personnal - Minioum, Qualificagions

Principal membery of the toam will be comprised of three ex-patrinte Public-private

partncrahip specialists and two local policy and {nvestment speculists

A-13 -—_g(
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Team Lecder - BOT Expert, Urban Economist - The teem lsader must be an
soknowledged expert in conceptualizing and implemeating programs of public-private
partnerships (PPP). The consultant must be capable of describing glohal bert-practicos
for promoting private sector investment in substantial owaership and management of new
infrastructure investments  The Team Loadar must have sxecutive leadership
and extensive exparisnce directing work of the other professionals with

versified backgrounds

Institutional Development and Design Expart - This toam member will focus on the

institational deaign, dafine the organizationa! structure, and spell cut the administritive

pmoedummdpokcbl Including tho drafting and promulgation of lmplemeating Rulss
and Regulations  This expert must have experienco in PPP programs of projects

Lagal and Regulatory Specialiss - This parson should be an international lawyer with
experisnce in comparative legal snalyals, including congtitutions and statuter such as
concession laws, property right protection, wmmmmmwof
the legal framawork providing for divestiture of stato-owned eaterprises, legaing

ammupmfmmums.udmhubalmumwuwpdvm
manegement and ownership by private soctor {nvestors  Ideqlly, the consultant would
have drafied engbling lsgisiation in seversl developing or emerging market couatries for
establishing the framework for deregulation, commercial codas, and the restructuring of
various infrastructure sectory, Altesruatively, the adviser could be ¢ special familiar with
the issuss relatsd to imdependent regulstory commissions and have expenence in

designing and proposing the structure, functions, crganization and staffing of model
regulatory comunisxions

Indonexian Public Adminisiration, Policy, and/or Legal Specialist - This team member
mugt be & former Governmont of Indonsezs afficial or consultant with the GO, familisr
with the government pakicies and procedures relating to public-private partnerstups end
foragn wvestmest, The tsam member must have the capacity to conduct effective
dialogue with uniorpohnulludmhipandpmmlmundwmdingofthedxffmlﬁes
engagiog the private sector in infrastructure development.

Indonesian Financial and Invessmere Specialiss - This expert must have comprehantive
knowladpe and hands-on expericsce structuring

arranging "security packages* for the financing of public-privats partnership programa
with and without government guarantees. He/Shs must be familiar with sippler credits,
promizsory notes, lsiters of credit, loan guarantees, usderwriting, parformance boading,
nak-reduction and rhk mansgemont strategies and icstroments associated with private
pamcipation in capitsl infrastructure development programs and projects
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1.8

TECHNICAL DIRECTIONS, RELATIONSHIPS AND RESPONSIBILITIES

Technical Directlons during tho performance of this deivery order shall be provided by

Contmacting Officer's Technical Reprosoctatives (COTR) for thix task order wha la
Director, 804 - Urbsan Ravironmental USAID/Indoaesia, a8 stated in

Block 5 of the cover page pursuant to Sections .9 and G.2 of the contract

The P3 Coater {mtigtive is nnder the gencral oversight and direction of BAPPENAS
Deputy I, Dr, Ir. Bambang Bintoro Soedjito, Ph.D. H/when the Indonesian asthorities
eatablish a Project Mantgement Unit for the P3 Center, hesdod by 8 senior BAPPENAS
official, this individual will also be & key contact for the contractor during the task order
period  Under the guidance of BAFPENAS, the contractor will also consult with
representatives of the executing agenclos as appropriate.

TERM OF PERFORMANCE

8. Work shall commence aa the date noted in Block 7 of the cover page Tho
estimated completion date ia reflected in Black 8 of the cover page

b Subject to the calling price of this task order and the prior written approval of

the Profect Officar (soe Block No. S on the Cover Page), the cootractor may
extand the estimated completion date, provided that the extenslon does not cause
the elapsod time for complstion of the waork, including the fumishing of all
Geliverables, to extond beyond 30 calendar days from the original estimated
completion date, Prior to the oniginal estimated completion date, the contractor
shall provide s copy of the Project Officer's wiitten approval for any exteomon
of the term of thu tuk order to the Contrscting Officer; in addition, the

contractor shall attach & copy of the Projest Officer’s approval to the final
voucher subnutted for payment.

c It is the contrector’s responsibility t eosure that the Project Officer-anproved

nejustments to the original estimated completion dats do not nesult in costs
incurred that excoed the ceiling price of this task order, Under no

cuchmstances shall such adjustments authorize the contractor to be paid any
aum in excess of the task order

d Adjustments that will cause the elapsed time for completion of the work to

exceed the angmal estimated completion date by more than 30 calendar days
must be approved m advance by the Contracting Officer

A-15
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1.9 WORKDAYS ORDERED

A. Functional Labor Workdays Fixed Daily Total

Burdonod ~ Rate

1 gatsogory & Spoclatigt

i, Sector Beonomist/Team Leader 100 $568.00 &35340
(Mr. Devid Levintow)

i, Corporate Finencial Advisor 100 $8268 00 $82,824
(Mr. Ghaman Naksd)

th, Attorney 90 $812,00 6,080
(Mr. Mark Bolohar)

Iv. Sector Economlst 10 s8¢ WOz
(Mr, CY Nuaez Qilero)

v, §octor Hconomist 20 $859.29 17985
(Mr, Mishaa! MaLindon) 230

2 Local
{. Pokcy Analyst 80 $21000  $16,836
. Lella Surysdiporo
i, %ma A;rylt ) ) 80 $21000  $16,836
Purwida Lilisk Hertaty
il  Attorsey (THD) 80 $21000 416836
R225.866
B The individuals idestifisd above ere designated as key parsonne] pussuant to Section F 12, of
the contract

C Subjoot to the cailing price establishad in this delivery order and the prior written approval of
the COTR, the conteactor may adjust the mumber of workdays aciually employed in the

performance of tho woek by esch position specifiod in this ardor. The contrastor ahall attach
a copy of tho COTR's approval to the final voucher submitted for paymsat

D, It is the contractor's to onsurs that the COTR-approved adjustments to the
workdays ordered for each functiongl labor specialist do not esult in costs incurred which
excoed the celling prics of this dalivery arder. Under no clrcumatances ahatl such adjusmmants
authorize the contractor to be pald any sum in excess of the celling price

1.10 CEILING FPRICE

-

1 Workdays Ordered $285,865
2 Othoer Direct Coats 8163166
Ceiling Price

$449,033
‘The contructor will not be paid any sum in excess of the colling price

a-16
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116

UBE OF GOVERNMENT FACILITIES AND PERSONNEL

®

®)

©

The contractor and any employee o consultant of the contractor 1 prohibited
from using U.S. Government facilities (such as office space of equipmeat), or
U.8. Government clecical or techaical personnel in the performancs of the
services spocified in the delivary order, unlcss the use of Govermment facilitios
or personnel is authorized in advance, in wiiting, by the Contmcting Officer

If at any time it s decormined that the cotractar, or any of its employoes or
consultants, have used U.S GCoveramont facllitis or personnal cither in
performance of the contract itself, or in advanco, without aathorizatios in, in
writing, by the Contracting Officer, then the amount payable under the contract
shall bo reduced by an amoynt equal to the value of the U.S. Government
facilities ar personnel used by the contractor, aa detarminsd by ths contracting
officer

If the parties fall to sgree on an adjustment made pursuant to this clauss it
shall be cousidered & “dispute® and shall ba doalt with under the termu of the
"Disputes” clauses of the contract.

DUTY POST
The Duty Post for this delivery order is Indonasia.
ACCESS TO CLABSIFIZD INFORMATION

The coatractor will uot heve access to clasaified information,

LOGISTIC SUPPORT

The comtractor shill be responsihle for all other support, inciuding providing but net
himuted 10 computer facilities needod to succssafully camplets the contract.

WORKWEEE

A six-day workweek, with po premium pey, is authorized for short-torw consultants

AUTBORIZED GEQOGRAPHIC CODE
The authorized geagraphic codes or procurement of goods snd servicos under this order

uw 000
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OBTAINING MEDEVAC COVERAGE

Applications for covermge should by made direcily to MEDEX  Applications may be
requosted by writing to MBDEX Assistance P.0 Box 5375, Timoulum,
MD 21094-§375; by calling toli-free: (300) $37-2029 or in Masyland: (410) 453-6300;
and by telefaxing. (410) 453-6301 Applications may be taken by telephone or
facsimile and coversge can be cffective the aame day. Applicants should request
covarage in accordance with USAID Contmet No, FAQ-0000-Q-00-2041-00 with
MEDEX. MHEDEX will fequire tho employee's name, name of dependents, dates of

trave], and destingtion (for shast teran coverage), and the spplicable USAID contract
oumber under which the employse 4 working

Upon receipt of the completed enrollment fortn with the appropsiste premium, the
countractor will be provided & certificats of covernge and an idestification card  The
LD. card contans the MEDEX assistance socess numbers wordwide and all
imatructions necousary to gein immadiste sssistance in the event of an emargency

For raodical assistance in a country that is not listed on the MEDEX I.D. card, call
MEDEX collact in Brighton, Bagland at {44}1273-202141 or Timonium, MD at (410)
453-6330 femergency fix no,. (410) 453-6331]

ORGANIZATIONAL CONFLICT OF INTEREST

As ser forth in Article H.6. of the IQC contract and in accardance with tha principles
of FAR Subpart 95 and USAID policy, f this Task Order calls for the Contractor
to furnish important setvices in aupport of the design of USAID project, the Contrastor
ghall be ineligible to Eurnish, esther through a modification to the task ordar ot
subsequent task order to this contract or through another comtract or subcoatract, the
implementation services, or the evaluation sarvices for the project, unless the
USAID/W Competitive Advocats shll have granted & prior waiver, based upon the
Competition Advocate's determivation, per FAR 9 503, that preciusion of the
Coutractor from implementation or evalnation would oot be m the Government's
interest  While USAID/Indonesia belisves that no follow-cn requirements will result
from design the work performed under this Task Ogdsr, the Contractor 15 bereby

uotified that it may be wmeligible any follow-on implementaton sesvices If such &
requirement should arise.
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PRIVATE SECTOR INFRASTRUCTURE PROJECTS IDENTIFIED UNDER
PRESIDENTIAL DECREE No 39/1997 AND RELATED WORK

($ milhon)
Sector/Subsector Agency Estimated Vaiue Number of Projects
ldentified Under
$milllon  Percent Implementation
Mining and Energy 32,1143 59% 59 33
Electric Power PT PLN 300715 56% 53 25
Petroleum Pertamina 17060 3% 4 4
Other Other 3368 1% 2 -
Transport 15,857 6 29% 120 a1
Various Ministry of Communications 1627 0% 4 -
Roads Ministry of Public Works - 0% 1 -
Railways PERUMKA 2458 0% 10 -
Airports PT Angkasa Pura | 574 0% 5 -
Airports PT Angkasa Pura |! 3377 1% 2 -
Ferries PT ASDP 577 0% 2 1
Other PT BBA - 0% 1 -
Toll roads PT Jasa Marga 11448 0 21% 63 36
Ports PT Krakatau - 0% 1 -
Ports PT Pelindo | - 0% 7 -
Ports PT Pelindo 1l 32640 8% 9 3
Ports PT Pelindo |1 2843 1% 15 1
Telecommunications 4,252 5 8% 13 6
Telecommunications  PT Telkom 42525 8% 13 6
Urban Infrastructure 1,839 2 3% 92 16
Water supply Various 1,6097 3% 91 16
Water supply PDAB Jatim 2295 0% 1~ -
Total 54,063 5 100% 284 96
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Press Release on IMF Approval of Standby Credit

Press Release Number 97/50 International Monetary Fund
FOR IMMEDIATE RELEASE 700 19th Street, NW
November 5, 1997 Washmgton, D C 20431 USA

IMF Approves Stand-By Credit for Indonesia

The International Monetary Fund (IMF) today approved a stand-by credit for Indonesia,
authorizing drawings of up to SDR 7 338 billion (about US$10 14 billion) over the next three
years 1n support of Indonesia’s macroeconomic stabilization and structural reform program Of
the total, SDR 2 2 billion (about US$3 04 billion) 1s available immediately, and a further SDR

2 2 billion will be available after March 15, 1998, provided that end-December performance
targets have been met and the first review of the program, completed Subsequent disbursements,
on a quarterly basis, will be made available subject to the attainment of performance targets and
program reviews The stand-by credit 1s equivalent to 490 percent of Indonesia’s quota of SDR
1,497 6 million (about US$2 07 billion) in the IMF

In approving Indonesia’s request for the stand-by credit, the IMF made use of the accelerated
procedures established under the Emergency Fmancing Mechanism (EFM), which was adopted 1n
September 1995 The EFM strengthens the IMF s ability to respond swiftly i support of a
member country facing an external financial crisis and seeking financial assistance from the IMF
n support of a strong economic adjustment program

Background

Indonesia“s economic performance over the past several decades has ranked among the best in
the developing world, with real GDP growth averaging about 7 percent annually since 1970 This
success has been based on a consistent adherence to prudent macroeconomic policies, high
mnvestment and savings rates, and market-oriented trade and exchange regimes Broad-based
labor-intensive growth, together with sustamed improvements n basic education and health
services, has dramatically reduced the mcidence of poverty — from over 60 percent in the late
1960s to 11 percent by the mid-1990s

The strong overall performance, however, masked the emergence of a number of underlying
structural weaknesses which made Indonesia vulnerable to adverse external developments Long-
standing rigidities mn the form of domestic trade regulations and some import monopolies 1mpeded
economic efficiency and competitiveness At the same time, less transparency 1n decisions
affecting the business environment and data deficiencies increased uncertainty and adversely
affected mvestor confidence In addition, large capital inflows intermediated through a weak
banking system exposed Indonesia to a shift in financial market sentiment Thus, Indonesia’s
banking sector was not prepared to withstand the financial turmoil that swept Southeast Asia
starting n July Smmuilarly the corporate sector was vulnerable to adverse external developments
Prompted by large mterest rate differentials between domestic and foreign interest rates, private
companies had mcreasingly borrowed abroad to finance domestic operations, which in the context
of a relatively stable exchange rate, were largely unhedged With the abrupt shift in market
sentiment that has occurred since the middle of July Indonesia has had to contend with a major
crisis of confidence The rupiah depreciation and the fall m equity prices have been among the
largest 1n the area The downward pressure on the rupiah persisted, despite policy measures that
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were tumely and broadly appropriate, including the floating of the exchange rate, followed by
increases 1n nterest rates and fiscal retrenchment

The Medium-Term Policy Strategy

The government’s three-year program that 1s supported by the stand-by arrangement has been set
in the context of an unavoidable slowdown mn economic growth and higher inflation over the next
two years as a result of the current crists The policy package 1s designed to stabilize exchange
market conditions, ensure an orderly adjustment of the external current account 1n response o
lower capital inflows, and lay the groundwork for a resumption of sustamned, rapid growth

To achieve these objectives, the government has put 1 place a comprehensive package to restore
confidence and stabihize the rupiah First, the authorities will mamntam tight fiscal and monetary
policies, designed to stabilize financial conditions and narrow the current account deficit
Substantial fiscal measures have been put in place to keep the budget in surplus, despite the
cychical downturn, while monetary policy will be kept tight Second, prompt and decisive action
will be taken to restore the health of the financial sector, including closing unviable banks Third,
a broad range of structural reforms will be implemented, includmg liberalization of foreign trade
and mnvestment, dismantling of domestic monopolies, allowing greater private sector participation
in the provision of infrastructure, and expanding the privatization program

Fiscal management will be improved by mcreasing the transparency of public sector actuivites,
and this should enhance the quality of governance The government’s commitment to bring off-
budget activities into the budget 1s also designed to permit a clearer assessment of the financial
position of the wider public sector

The Program for 1997/98 and 1998/99

The main objectives of the program are to Iimit the downturn 1n growth, to reduce the current
account deficit to 2 percent of GDP, and mamtamn gross official reserves at about 5 months of
imports To achieve these objectives, the program amms at a surplus equivalent to 1 percent of
GDP 1n central government operations, or O 5 percent of GDP including the carrying costs of the
financial sector restructuring This will require measures equivalent to 1 percent of GDP On the
expenditure side, the government recently formulated concrete plans to postpone or reschedule
major state enterprise infrastructure projects Revenues will be enhanced through an increase m
the excise taxes, removal of some tax exemptions and increases in non-tax revenues Fiscal
policy will be supported by tight monetary conditions

Financial Sector Restructuring

A comprehensive restructuring of troubled financial nstitutions will also be key to the success of
the program Decisive action has already been mmtiated to deal with the problem 16 unviable
banks have been closed, and weak but viable mstitutions have been required to quickly formulate
and mnplement rehabilitation plans At the same tume, steps are bemng taken to strengthen the
legal and regulatory environment and establish strong enforcement mechamsms and clear exit
policy

These actions are part of the restructuring program that has been put together with technical
assistance from the IMF, the World Bank, and the Asian Development Bank (ADB) The
authorities are determined that only a small portion of the costs of the restructuring will be met
from the public purse The government will compensate small depositors only, and not private
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shareholders and creditors The government will not guarantee any habilities of private
nonfinancial companies, domestic or foreign

Structural Policies

Since 1995, Indonesia has been implementing a comprehensive tariff reform A key element of
the medmm-term program 1s a further reduction of taniff barriers, mcluding those on a number of
items previously excluded from tariff reductions, such as chemucals, steel/metal products, and
fishery products Over the next three years, remaimng nontariff barriers other than those
warranted for health, safety, environmental, or security reasons be phased out The government
has also indicated that 1t will implement ahead of schedule the WTO dispute panel ruling on the
special tariff preferences given to the "National Car" should the judgement on this case be
decided against Indonesia Export taxes will also be reduced and more sectors will be open to
foreign nvestment

Domestic competition will be further enhanced through deregulation and privatization The
Government mtends to phase out import and marketing monopolies and price restrictions (with
the exception of rice and refined sugar) over the next three years, starting with the immediate
elmination of mmport restrictions covering three key agricultural commodities Deregulation of
domestic markets will be complemented by expanding the role of the private sector 1n providing
infrastructure The fundamental prerequisite for this strategy 1s the establishment of a clear
framework to guide decision making, to level the playing field for both domestic and foreign
investors and thereby assure investor confidence To these ends, the government has established
regulations on government procurement and contracting for which the implementation guidelines
will be 1ssued by the end of 1997

Privatization 1s another element of the structural reform effort Responsibihity for the management
and restructuring of public enterprises has been shifted from lime mumstries to the Mistry of
Finance, and a new Privatization Board established A clear framework for the management and
privatization of government assets 1s being developed, which will establish explicit criteria for
determining whether an enterprise should be closed, restructured, or privatized For enterprises
remamung 1n the public sector, the framework will ensure that these operate efficiently, including
through establishing profit and performance targets, which will be made public and reported
annually

Social Safety Net

Maintaining Indonesia’s impresstve record of poverty reduction over the past 30 years through
the provision of basic education, health, and other social services, 1s an integral part of the
government’s policy framework Expenditures m these essential areas will be protected from
budget cuts Moreover, the special assistance programs for poor villages, which have provided a
very cost effective means to target social expenditures to those most in need, will be increased
under the next five-year development plan, Repelita VII

Financing Needs

In addition to the IMF funding of about US$10 billion (SDR 7 3 billion), the reform program
will be supported by substantial financing from the World Bank and the Asian Development
Bank, which have made notable contributions to the design of the program, particularly in the
field of financial sector rehabilitation and structural reform These nstitutions intend to contribute
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to the program through technical assistance and loans, with financing amounting to US$4 1/2
billion and US$3 1/2 billion, respectively In addition, taking account of other expected
contributions to the financing package, including the use of part of Indonesia’s own substantial
external assets, there 1s a first line of financing of the order of US$23 billion At the same tume,
a number of important economues (including at this stage Austraha, China Hong Kong SAR,
Japan, Malaysia, Singapore, and the United States) have indicated that 1n the event that
unanticipated adverse external circumstances create the need for additional resources to
supplement Indonesia’s reserves and the resources made available by the IMF, they would be
prepared to consider making available supplemental financing mn support of Indonesia’s program
with the IMF

Indonesia Selected Economic Indicators
1994/5 1995/96 1996/97* 1997/98%* 1898/99%*

{Percent change)

Real GDP growth 75 82 80 50 30
Consumer prices (end of 96 90 66 100 90
penod)

(Percent of GDP}
Central government balance 02 og 12 08 10
External current account 18 33 33 -27 22

balance (deficit )
{Months of imports)

Gross official reserves 49 50 59 59 52
Sources Indonesian authorities, and IMF staff estimates

*Projected

**Program

! A member’s quota m the IMF determines, 1n particular, the amount of 1ts subscription, 1ts
voting weight, 1ts access to IMF financing, and its share in allocations of SDRs

C4  BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT

p=a

i I TN A . T =



- b e - - s Eaae

Presidential Decree No 7/1998

ANNEX D



PRESIDENT OF
THE REPUBLIC OF INDONESIA

DECREE OF THE PRESIDENT OF THE REPUBLIC OF INDONESIA

NUMBER 7 YEAR 1998

ON

CO-OPERATION BETWEEN THE GOVERNMENT AND PRIVATE SECTOR
FOR THE DEVELOPMENT AND/OR MANAGEMENT OF INFRASTRUCTURE

THE PRESIDENT OF THE REPUBLIC OF INDONESIA

Considering a

In view of

that the further development of mfrastructure 1s required to support
and realise the smooth and ongoing implementation of national
development

that the State's limited financial capacity and coupled with 1its efforts
to support and enhance ongoing national development, 1t 1s deemed
necessary to take measures to accelerate the development and/or
management of nfrastructure n close co-operation with the private
sector

that to provide a clear basis for the participation of the private sector,
and to provide gwdance to ensure that such co-operation
arrangements are mn accordance with the public interest, it 1s
considered necessary to establish provisions governing the
participation of the private sector through Presidential Decree

1 Article 4 of Section (1) and Article (33) Subsection 2 of the Constitution of 1945

2 Presidential Decree No 6 of 1995 on the Procurement Evaluation Team
DECIDES
TO STIPULATE THE DECREE OF THE PRESIDENT OF THE REPUBLIC OF

INDONESIA THE PROCEDURES FOR CO-OPERATION
BETWEEN THE GOVERNMENT AND PRIVATE SECTOR
FOR THE DEVELOPMENT AND/OR MANAGEMENT OF
INFRASTRUCTURE

W



The Government may nvolve the private sector in the development and/or management of

Article 1

infrastructure Such private enterpnises shall be Indonesian legal entities

Article 2

(1)  Infrastructure as described 1n Article 1 1s defined to cover

1

W N

wh

8

The generation, transmussion or distribution of electricity,

The transmission and distribution of natural gas,

The processing and delivering of o1l and natural gas and delrvering o1l and
natural gas product,

The transport, storage, supply, production, distribution or treatment of
water,

The management of waste water and solid waste,

The construction and/or operatton of supporting facilities for freight or
passenger air, sea or rail transportation,

Toll roads, toll bridges, harbours, seaports, airports, inland waterways, and
airfields, and

The construction and operation of telecommunication facilities

2 Any additions to or reductions from, areas of activities as covered by subsection (1)
will be stipulated by a Presidential Decree

Article 3

The mvolvement of the private sector in the development or management of infrastructure
shall be carmed out in the form of a co-operation arrangement based on the following

principles

1

D-2

Conformity with the implementation of overall national development
planning principles and objectives,

U
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Appendix 4

Mutual co-operation, mutual openness, and mutual benefit,

Enhancing efficiency and quality in the development and or management of
national infrastructure,

Supporting robust economic growth,

Improving the quality of infrastructure services and thereby providing
greater benefits to society,

Involving the private sector through the use of open and transparent
processes and thereby supporting the overall growth and development of the
investment climate,

Consistent with, and subject to, Indonesian law

Article 4

The State Mimster of National Development Planming/Chairman of
BAPPENAS, after taking into account the requirements of a Minister, or
Head, of a Responsible Entity, will establish plans and prionities for
infrastructure development projects, the implementation and/or management
of which may be carried out by the private sector in co-operation with the
Government

All other infrastructure development projects not imncluded within the

meaning of subsection (1) will be carnied in accordance with Presidential
Decree No 16 of 1994

D-3



Appendix 4

Article 5

Project plans for the development and/or management of infrastructure within the meaning
of Article 4 subsection (1) will be forwarded by the Minster or Head of the Responsible
Entity to the Mimster of National Development Planning/Chairman of BAPPENAS and
accompanied by

M
@)

3)
(4)

®)

(6)

(M

)
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The related project pre-feasibility studies,

An appraisal of the project's feasibility and its sutability for involving
private enterprise in co-operation with the Government which shall cover the
socio-cultural, financial, economic, poltical, and national security and
defence aspects of the project,

A financing plan and resource requirements for the project,

The nature of the co-operation envisaged under the proposed project, for
example, development and management, or management only, and a
justification of the proposed form of co-operation,

A bidding plan that covers the bidding schedule, bidding process, and
evaluation critera,

Other data that may be required by the State Mimister of National
Development Planning/Chairman of BAPPENAS

Article 6

The State Mimster of National Development Planming/Chairman of
BAPPENAS shall determme content of the List of Infrastructure
Development Projects which may be carried out in co-operation with the
private sector,

The List of Infrastructure Development Projects as defined 1n subsection (1)
shall be made available to the public and interested parties

g
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Appendix 4

Article 7

Bidding for development and/or management of mfrastructure will be
carried out openly by the Mimster or Head of the Responsible Entity for the
project

Taking 1nto account the project-specific charactenstics and complexities of
the bidding requirements n subsection (1), the Minister or Head of the
Responsible Entity may pre-qualify prospective private parties by
considering, among other things

a Experience in the implementation of similar projects, together with any
required references,

b Performance and results in carrying out the projects mentioned mn a
above,

¢ The financial or technical capacity of the private party, and 1ts capacity to

implement projects 1n stmular geographic, social, cultural, and economic
conditions

Article 8

Bidding and bid evaluation shall be conducted in conformity with the
provisions attached to this Presidential Decree

Bid evaluation will be carried out by the Minster or Head of the Responsible
Entity

D-5
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Appendix 4

Article 9

The Minster or Head of the Responsible Entity shall forward the results of
the bid evaluation together with the complete bid documentation

recommendations and other considerations to the Co-ordinating Minister of
EKKUWASBANG as the Chairman of the Procurement Evaluation Team
defined under Presidential Decree No 6 of 1995

The Procurement Evaluation Team shall review the results of the bidding
process and make its decision 1 conformity with the provisions of
Presidential Decree No 6 of 1995

Article 10

The Mimister or Head of a Responsible Entity shall have the responsibility to
enter nto a co-operation agreement for the development and/or management
of infrastructure in comphiance with the regulations established by this
Presidential Decree and 1ts attachments

A co-operation agreement shall contain the following provisions

a scope of activities,

b duration,

c arrangements covering tariffs mn relation to the management of
mnfrastructure management shall be included in the co-operation
arrangement,

d rights and obligations under the co-operation arrangement including
the risks that should be borne by the parties,

e penalties for non-compliance with the provisions of the agreement,

f dispute resolution mechanisms,

g termination of the agreement,

h provisions coverning the reversion of the infrastructure to the

Government or BUMN/BUMD at the expiration of the Agreement

Vih
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The agreement should formally cover the following matters n relation to the
use of intellectual property

a The right to use such mtellectual property 1s legally unencumbered,

b Government shall be indemmified agamnst any actions or claims by
third parties related to the night to use intellectual property for the
development and/or management of infrastructure,

c In the event of any legal claims or actions relating to the use of the
intellectual property arising under 1 b

1) the continuity of infrastructure services shall not be interrupted,
and

2) while attempts to procure a license to use intellectual property 1s
ongoing

Article 11

Where the responsibility for planming for the development and/or
management of infrastructure belongs to a Regional Government

a The plan of co-operation, bidding and bid evaluation shall be carried
out 1n conformity with the provisions of this Presidential Decree
b The co-operation agreement as defined mn Article 10 shall be
established by the Governor or Head of TK1 or Mayor or Regent or
Head of TK2
D~7
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(2) In the case where the plan for the development and/or management of
infrastructure 1s at the behest of a BUMN or BUMD

a The plan of co-operation shall be agreed at the shareholder's general
meeting, and the bidding and evaluation shall be are carried out 1n
conformity with the provisions of this Presidential Decree

b The co-operation agreement as defined m Article 10 shall be
established by the Head of the related BUMN or BUMD m
conformity with the provisions of its statutory obligations

Article 12

In conformity with the principles outlined in Article 3, the establishment of tanffs setting for
infrastructure services under co-operation agreements shall be stipulated by the Government
in conformity with the provisions of existing laws

Article 13

The State Mimster of National Development Planning/Chairman of BAPPENAS 1s
responsible for momtonng and evaluating the implementation of co-operation arrangements
between the public and private enterprise for the development and/or management of
infrastructure to ensure that such co-operation arrangements are carried out i conformity
with the provisions of this Presidential Decree

Article 14

Additional requirements for the implementation of this Presidential Decree will be stipulated
by the State Minster of National Development Planning/Chairman of BAPPENAS, or the
Co-ordmating Mimster of EKKUWASBANG as the Chairman of the Procurement
Evaluation Team in conformity with their respective responsibilities

(o



Appendix 4

. Article 15

This Presidential Decree shall come 1nto force as of the date enacted

Promulgated mn Jakarta
On 12 January 1998
THE PRESIDENT OF THE REPUBLIC OF INDONESIA

(signed)

SOEHARTO

Copy 1s as the oniginal

Cabmet Secretary of the Republic of Indonesia
Head of the Legal Bureau and Legislation

Lambock V Nahattands
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ANNEX E

Revised IMF Program — July 1998

Jakarta, Indonesia
July 29, 1998
Mr Michel Camdessus
Managing Director
International Monetary Fund
Washington, D C 20431

Dear Mr Camdessus

1 In support of the Government of Indonesia’s adjustment and structural reform program set out
m the Memorandum of Economic and Financial Policies (MEFP) of October 31, 1997, the
Executive Board approved a three-year stand-by arrangement on November 5, 1997 The
program was subsequently modified and strengthened, with substantial expansion of 1ts structural
elements including with respect to the social safety net, banking system and corporate
restructuring, bankruptcy reform, trade deregulation, and privatization of state enterprises These
revisions were outhined m supplementary MEFPs that were sent to you on January 15 and April
10, 1n connection with the first review, which was completed on May 4, and on June 24, in
connection with the second review, which was completed on July 15

2 In view of the deep-seated nature of the structural and balance of payments problems facing
the economy and the development of the strong and comprehensive structural components of the
program to address them, the government requests the cancellation of the current stand-by
arrangement for Indonesia and 1ts replacement with a new extended arrangement through
November 5, 2000 (for about 26 months) in an amount equivalent to SDR 4,669 million, which
represents 142 percent of Indonesia’s quota on an annual basis The extended arrangement would
cover the remaining period of the stand-by arrangement and the proposed amount would be
equivalent to the unused amount under the stand-by arrangement

3 The attached MEFP of the Government of Indonesia summarizes our economic program to be
covered by the extended arrangement Since the program has been described n detail i previous
documents, this MEFP focuses on the mam areas where modifications have been introduced,
including budgetary management, corporate debt, and bank restructuring We have established
monetary, fiscal, and external performance criteria for end-September 1998 and indicative
monetary, fiscal, and external targets for end-July, end-August, and end-December 1998 and end-
March 1999, which are contamned 1n Annexes A-D Structural performance criteria and
benchmarks are contamned in Annex E

4 The government believes that the policies and measures set forth in the attached memorandum
are sufficient to attamn the objectives of the reform program However, 1t will take any further
measures that may be needed toward this end The government will consult periodically with the
Fund, 1n accordance with the Fund’s policies on such consultations, about the progress made on
the implementation of the strengthened reform program described in the MEFP and any other
policy adaptations needed for achieving 1ts objectives In any event, the government will complete
reviews with the Fund no later than September 25, October 25, and November 25, 1998,
February 15, May 15, August 15, and November 1999, and February 15, May 15, August 15,
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and October 2000, to assess the progress made mn the implementation of the program and reach
understandings on any additional measures as needed
Sincerely yours,
For the Government of Indonesia
Is/
Gmandjar Kartasasmita
State Coordinating Mimuster
For Economy, Finance, and Industry

Jakarta, Indonesia
July 29, 1998
Indonesia
Memorandum of Economic and Financial Policies

1 Our revised economic program, as set out m the Second Supplementary Memorandum of
Economuc and Fmancial Policies (MEFP) signed on June 24 under the stand-by arrangement
approved on November 5, 1997, has been kept on track through firm policy mmplementauon, and
remams appropriate to Indonesia’s still very difficult economic circumstances Nevertheless we
have decided to bolster the strategy for corporate restructuring and elaborate our bank
restructuring program, 1n order to help reestablish as speedily as possible the necessary
preconditions for the restoration of economic growth In the meantime, we are also improving the
distribution-and approach to subsidizing-of essential items This MEFP briefly summarizes the
latest developments under the economic program and elaborates on those policy areas where 1t 18
bemng strengthened

Macroeconomic Framework and Medium-Term Outlook

2 The macroeconomic framework remains broadly as described in the MEFP of June 24 The
decline mn output is likely to significantly exceed 10 percent and could be as much as 15 percent
in 1998/99 Inflation, although decliming quickly, 1s still projected to be on the order of 80
percent during calendar 1998 An appreciation of the exchange rate from 1ts recent level of Rp
13,000-15000 to around Rp 10,000 per dollar by the fourth quarter of 1998, as envisaged under
the June program, 1s still regarded as feasible, with continued tight domestic financial policies,
progress m the restructuring of debt to foreign financial mstitutions, and 1n light of the additional
external financing of $6 billion that has recently been secured for the program

3 With this additional foreign financing, the projected fiscal deficit of 8'4 percent of GDP n
1998/99 1s more than fully financed from foreign sources, permutting the substantial planned rise
in social spending, as well as providing a safety margin against adverse shocks The budget
balance so far 1n this fiscal year has been broadly mn line with the program target Tight monetary
policy, with base money and the net domestic assets of Bank Indonesia held broadly constant in
comung months, remamns a cornerstone of our stabilization strategy While base money was
somewhat above the program target in late June and early July, Bank Indonesia has tightened
hiquidity conditions and base money has been declining Bank Indonesia introduced an auction
system for central bank certificates (SBIs) in late July

4 The man structural elements of the program for the period up to 2000, which include further
deregulation, trade liberalization, privatization of state enterprises, banking system restructuring
and corporate restructuring were discussed in detail 1n earhier MEFPs and are listed 1n the

E 2 BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT (9%,4



CHEMONICS INTERNATIONAL INC

attached marrix The structural reform process 1s being montored closely by a high level group,
under the direction of the Secretary General of the Economic and Monetary Resilience Council,
and ncluding, among others, high level representatives of the Minustries of Industry and Trade,
Finance, Forestry and Agriculture, Bank Indonesia, and the Indonesian Bank Restructuring
Agency (IBRA) To support this group, working level teams have been formed and activities are
bemg orgamized at the field level, with nongovernmental participation

5 While the medmm-term outlook remains uncertain given the severity of the crisis, our
objective 1s to restore sustamnable econormc growth with low nflation as quickly as possible We
tentatively expect that the decline 1n output will bottom out by early next year and that significant
positive economic growth will resume no later than 2000 Inflation 1s to be reduced to a single
digtt annual rate within no‘more than two years The present level of the overall budget deficit 1s
unsustamnable, and 1t 1s our mntention to cut 1t at least 1 half m 1999/2000, and restore the budget
to close to balance within three years This fiscal retrenchment 1s to be achieved through actions
to better target subsidies to the needy, improve revenue performance and streamline public
expenditure management (see below), the recovery of output will also help to strengthen the
fiscal position

6 The external current account 1s projected to record a surplus of 2 percent of GDP mn 1998/99
and to remain in sigmficant surplus until the recovery gets fully underway The overall balance of
payments position has been strengthened by the additional external financing (including the
prospect of official debt rescheduling) recently secured and by the agreements related to foreign
bank debt reached m Frankfurt Gross official reserves are now projected to rise to about $24
billion by end 1998/99 (about 52 months of imports) Outstanding external debt and the debt-
service burden, though high, are expected to decline steadily in terms of GDP over the medium
term as the economy recovers

Food Security and Distnbution Network

7 We attach the highest priority to ensuring that food and other essential items are available at
affordable prices to the entire population However, food prices, m particular the prices of rice
and cooking o1l, have risen drastically since the beginning of May, causing serious social
hardship In addition to the increase in subsidies provided for in the budget, and the special
program for rice (see paragraph 10 below), the stabilization of prices for these items will also
require that the distribution system functions fully and efficiently

8 While most private trade 1s functioning well, we are taking a number of actions to ensure that
there are no remamng mmpediments to the efficient movement of supplies of basic commodities
throughout the country These steps mclude the physical protection of traders to reassure them
that their business can be carried out normally, the protection of warehouses, trucks, and
contamers on trading routes to encourage them to build up stocks, and assistance to traders who
suffered damage during the riots, to rebuild their facilittes We are also enhancing the daily
monitoring of all relevant aspects of food security mnclunding price developments, movements of
goods mcluding imports, stocks, and releases of commodities by BULOG A special team headed
by the Minister of Food and Horticulture has been created with overall responsibility for
momnitoring the food situation

9 We are concerned about pressures on food prices because substantial exports of subsidized

commodities have occurred over the past several weeks, driven by the wide differential between
domestic and international prices As an emergency measure, we have therefore imposed a
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temporary ban with effect from July 26 on exports of rice, wheat and wheat flour, soybeans,
sugar, kerosene, and fishmeal Within three weeks from July 26, these bans will be replaced by
export taxes These taxes will be phased down as price differentials are reduced

Fiscal Issues

10 As part of our efforts to eluminate the fiscal deficit over the medum term, we are looking
mto ways of better targeting of subsidies and other elements of the social safety net, in
conjunction with the World Bank A program was mitiated 1n July to provide rice at about one-
half of the market price to low mncome families in the Jakarta area and will be extended to cover
at least 7% mullion very poor families throughout the country by September Momtoring and
evaluation of employment generating, health and education programs 1s bemng enhanced to ensure
that the poor are the main beneficiaries While the severity of the recession limits the feasibility
of administrative price rises, we mtend to make selective price adjustments during this fiscal
year Also, we are commutted to adopting a mechamsm based on transparent criteria for regular
and more automatic price changes for most subsidized items, with effect from April 1, 1999

11 Improving budgetary revenue performance and expenditure management is essential for the
achievement of our short- and medum-term fiscal objectives A Commuttee on Fiscal Monitoring
has been established by the Mmuster of Finance to coordimnate fiscal and monetary policy, with the
participation of Bappenas (the development planning agency) and Bank Indonesia A public
expenditure review was completed with the World Bank 1 late July Contingency planning 1s to
become a regular feature of budgetary policy, m recogmtion of the need for greater flexibility to
cope with fiscal and economic uncertamnty An IMF technical assistance mission 1n July 1998
provided recommendations on strengthening public expenditure management, including clearer
establishment of spending priorities, more efficient budgetary preparation, cash management
controls, and comprehensive, accurate, and timely reporting Two long-term IMF advisors have
been 1dentified to help follow-up on the implementation of these proposals An IMF technical
assistance mission 15 scheduled for August 1998 to provide advice on improving the overall
revenue system and tax administranon Further technical assistance will be needed over the
medum term

Bank Restructuring

12 The overall strategy for bank restructuring remamns as described m the June MEFP, full
details are provided 1 the matrix Specific actions recently taken or to be taken 1n the near future
to implement this strategy are summarized below

® Presidential Decrees have been 1ssued making the Indonesian Bank Restructuring Agency
(IBRA) and 1ts asset management umut (AMU) fully operational These provisions are to be
included m a PERPU (government regulation 1n heu of law) and m amendments to the
banking law that are to be submutted to Parliament by August 21

* A Fmancial Sector Action Commuttee has been established to set the overall strategy for
bank restructurmg In addition, foreign mvestment banks are bemg appomted to assist
IBRA and 1ts AMU, the head of the AMU has been nommnated, and a high-level foreign
advisor to IBRA has been selected The assets of the seven banks frozen i April will be
transferred to the AMU by August 21

* Audits have been completed for the six large private banks taken over by IBRA i April
Shareholders rights have been transferred to IBRA, and msolvency declarations have been
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made 1n four cases Negotiations are underway with buyers mterested in acquiring some of
these banks as going concerns (following the transfer of nonperforming loans to the AMU)
A memorandum of understanding for at least one of these sales 1s expected to be completed
by August 21 We intend to move expeditiously to complete the restructuring of all six
banks in the next few weeks

« Discussions are underway with the main shareholders of several large private banks that
have passed under IBRA control to secure the repayment of liquidity support that had been
extended by Bank Indonesia

» The government has appointed a major mternational bank to design and assist in
implementing a comprehensive operational reform and restructuring of six state banks
portfolio reviews of these banks are currently underway To facilitate the process of state
bank restructuring, formal responsibility for the six state banks 1s to be transferred on
August 21 from the Mimstry for State Enterprises to the Ministry of Finance By August
21, 1t will be announced that Bank Bumi Daya and BAPINDO will be merged and the
process of effecting the merger will be initiated and their nonperforming loans will be
transferred shortly thereafter to the AMU

» A program for the recapitalization of stronger banks, to the extent possible, in exchange for
the infusion of capital by their owners, and the preparation of business plans, 1s being
developed by Bank Indonesia in close consultation with the Ministry of Finance, and will
be announced by August 21

Corporate Debt and Bankruptcy Reform

13 Good progress has been made in implementing the agreements reached in Frankfurt in early
June regarding debt to foreign commercial banks The response to the trade facility has been
encouraging, with maintenance letters from banks accounting for a substantial proportion of the
trade exposure already received Also, preparations for the exchange offer for interbank debt are
well advanced Regarding the agreement on corporate debt, a Presidential Decree establishing the
Indonesia Debt Restructuring Agency (INDRA) has been 1ssued, surtable premises obtained, a
Charrperson and other personnel selected, and a foreign bank appointed as Administrative Agent
INDRA will be officially launched on August 3, 1998 We intend to have all the necessary
documentation completed by end-August 1998

14 In order to accelerate the process of restructuring the corporate sector and addressing its debt
overhang, the government will adopt a strategy that consists of two mutually remforcing elements,
both of which are designed to complement INDRA and the newly adopted bankruptcy law The
first element involves the adoption of key legal, regulatory and admnistratve reforms that would
serve to remove obstacles to restructuring and, m the longer term, to improve corporate
governance The second element of the strategy involves the establishment of a framework of
nonbinding principles that will guide-but not control-negotiations between debtors and creditors
and seek to ensure that the information provided by companies 1s accurate and timely

15 The legal and adminstrative reforms would include the hifting of restrictions on debt for
equity conversions, the removal of tax disincentives for restructuring (while limiting the erosion
of corporate tax collections), and the streamlining of procedures and approval requirements
applicable to the admission of foreign direct investment and, more generally, corporate
restructuring A new arbitration law will be adopted and measures will be introduced to provide
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for the registration of collateral A review will be conducted for the purpose of the adoption and
implementation of accounting and auditing rules that meet international standards This 1s not
necessarily an exhaustive list and we are actively seeking to identify and remove any other
impediments to the restructuring process

16 The framework of principles would be established in consultation with creditors and debtors
and would apply to both domestic and external debt The principles are expected to follow
standard corporate workout techniques that have been developed in other countries and are likels
to cover (1) the formation for each company of a manageable creditors’ steering commuttee
representing different categories of debts, (11) the provision of all relevant information by the
company to the creditors commuttee, (111) voluntary agreement to a standstill and priority for new
financing over existing claims during the workout, (1v) the preparation of restructuring plans by
the companies, which could include debt forgiveness and debt for equity exchanges Finally the
framework might provide, 1n circumstances where a restructuring plan has received support from a
significant majority of the creditors, for the debtor to be able to bind the minority dissenting
creditors by availing itself of the provisions of the bankruptcy law The Mimister of Finance has
direct responsibility for bank and corporate restructuring The measures in these areas are
complimentary and simultaneous and will be overseen by the Coordinating Minister

17 Parliament ratified the revised bankruptcy law without amendment on July 24 The law will
enter force on August 20, 1998 and the Special Commercial Court created to implement 1t will
open on the same date Supported by IMF technical assistance (financed by the Japan administered
account) and bilateral assistance from the governments of the Netherlands and Australia, the future
judges of the Special Commercial Court and the prospective private sector recervers and
administrators have completed an intensive tramning program that 1s designed to assist them n the
implementation of the bankruptcy law In consultation with experts from the Netherlands, the
Supreme Court 1s actively preparing detailed procedures for the administration of the Commercial
Court with the objective of ensuring that proceedings of the Commercial Court are efficient,
predictable, and transparent A training program is being put in place to ensure that the public
prosecutor and the police are m a position to conduct crimmal investigations 1n circumstances
where there 1s evidence of asset stripping

Export Credit Guarantee Scheme

18 The need to promote exports under the present difficult financing conditions 1s urgent As
outlined 1n the June MEFP, Bank Indonesia has established a preshipment export credit guarantee
program has been estabhished to facilitate import and preshipment export financing of exporters
holding export letters of credits, with any costs to be borne by the budget Guarantees extended
will be limited to a maximum of 80 percent of the credit extended by the bank and available only
for a limited period Total outstanding guarantees will not exceed US$0 5 billion

Performance Cnitena
19 We have established quantitative fiscal, monetary, and external performance criteria for end-
September 1998, which are consistent with the earlier agreed indicative targets Structural

performance criteria and benchmarks were agreed earlier Details are shown n the attached
annexes to this memorandum
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ANNEX F

Revised Scope of Work

Task 1 Develop a national Public-Private Cooperation (PPC) Infrastructure Project Master
List, to be titled List of Infrastructure Development Projects, Design a database
acceptable to Bappenas, for listing and prionitizing all projects approved for
implementation Completion Date Ongomg to June 30, 1998

Objective Presidential Decree No 7/1998 on “Cooperation between the Government and Private
Enterprise for the Development and/or Management of Infrastructure” in Article 4, empowers
Bappenas to “  establish plans and prionities for infrastructure development projects, the
umplementation and/or management of which may be carried out by the private sector ”

In the Elucidation attachments to the Presidential Decree, mn Section I, “ Identification of
Projects ” para 2, “Obhgations of Bappenas” requires Bappenas to establish a List of
Infrastructure Projects, after reviewing candidate projects to determune 1if they satisfy
requirements for listing Bappenas will therefore decide 1f project submussions are to be included
on/or excluded from the List of Infrastructure Development Projects Bappenas will periodically
update and publish the approved List of Infrastructure Projects, and provide copies of this List to
mterested parties

Bappenas has projects currently under review from various Presidential Decrees (e g No 39/97,
No 47/97, No 5/98) plus others expected to be submitted shortly from line Minstries for
inclusion 1n the List of Infrastructure Development projects Bappenas also expects to receive
candidate projects from BUMN’s which under a new Government Order (PP/12) which severs
authority and oversight relationships with hine mistries leaving governance to be exercised by
Minstry of Finance and the Mmustry for State-owned Enterprises

Bappenas therefore requires a system for managing and updating periodically, the
authorized List of Infrastructure Development Projects it 1s mandated to establish and
mamtam under the provisions of K 7/98 Bappenas 1s tasked with “establishing plans and
priorities,” that 1s rank-ordering and prioritizing hsted projects, recommending those for
deletion or for approval by the Project Evaluation Team, imtially about 180 projects

Proposed Work Plan

1 Design a questionnaire that will include mnformation needed by Bappenas to fulfill its
functional obligations under the Presidential Decree 7/98

2 Determine software program to be used by Bappenas that maximizes iterconnectivity with
the principal infrastructure mumstries/executing agencies participating (Microsoft Office Suite
97 - Access (database) or Lotus equivalent database, recommend a choice of software
program suitable for updating project listings, accessing and querymg m multiple
configurations, suitable for Internet use 1n establishing a Bappenas Infrastructure Project
“Home Page ”

3 Users will be private investors, banks, Mmustries and Executing Agencies, including State-
Owned Enterprises (BUMN’s) 1n the eight sectors designated in Presidential Decree No
7/98
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4 Questionnaire will cover basic project descriptive information, and will also elicit information -
to assist Bappenas establish “threshold” ranking for eligibility and likely private sector
mnvestor nterest, based on prospective economic and financial viability, and to establish
conformuty with criteria i Presidential Decree 7/98 applicable to infrastructure projects,
mcluding I

¢ Name of project and 1ts geographical location -

* General description indicating objectives, scope and expected output, population (user
group) to be served, design and performance standards, indicative value of the project '

¢ Name, address, phone # and fax# of the responsible entity

* Demonstrable developmental need/rationale for the project

* An mdication of consumer demand, anticipated source of revenue stream, existing levels of
price of service charged to users 1n comparable projects I

¢ Esumates, 1f available, of illustrative tariffs or user charges required for cost recovery, -
including mitial investment, operation and mamtenance costs, project design features
enabling capture of revenue

¢ Some mdicators of potential private sector interest in mvestment, prospects for the project
to be bankable and mmplementable techmically, financially, and admimstratively

Delwverables

1 A questionnaire, suitable for ine miustries and BUMN’s to utilize, responses to which will =
provide the basic mformation required by Bappenas for 1ts List of Infrastructure Projects

2 A data base design, recommending compatible software to be used 1n all anticipate -
applications, and capable of establishing a Bappenas Infrastructure Project “Home Page”
Illustrative elements of the data base will be provided from current candidate projects from at

least one of the K7/98 designated sectors, e g ” production, distribution or treatment of
water ” .

3 A design for a simplified Project Profile Sheet, (preferably on a single sheet) reflecting the
basic project information which justified 1ts inclusion on the approved List of Infrastructure
Projects, and mdicating authorized identity and contact mformation pomnt (Name, phone and
fax numbers) where further information about the project may be obtaned -

Task 2 Article 5 of Presidential Decree No 7/98 requires that Project Plans for the -
Development and/or management of Infrastructure will be forwarded by the
Mimster or Head of the Responsible Entity to Bappenas, and must include .
stipulated supporting information, including pre-feasibility studies, appraisal of its
suitability for private participation, and other required information Bappenas will -
need to prepare manuals and other forms of gmidance to Mmistries and executing
agencies, and to regional and local authorities and BUMD’s and will need to -
conduct a traming workshop, m order to assure comphance with the requirements
established by the Presidential Decree l
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Completion Date May 15, 1998

Each infrastructure Mistry and BUMN included within the eight designated infrastructure
sectors listed in K 7/98, are obliged to comply with requirements for the mclusion of relevant
supporting mformation for projects submuitted to Bappenas, including pre-feasibility studies,
appraisals of the project’s suitability for private participation, a proposed financing plan and
resource requirements for the project, the nature of the modality of public-private cooperation
envisaged, and a justification for selecting that modality, a bidding plan that will be
compliance with the explicit transparent, competitive bidding procedures set forth 1n the
Elucidation to Presidential Decree No 7/98, and other data which Bappenas may require to be
included, 1 order to perform 1ts determimation of national plans and priorities for infrastructure
development projects To do this, Bappenas has to interpret and determuine how to apply K 7/98
to the participating agencies, for which 1t must prepare a series of Guidance documents, manuals,
and mmplementing procedures to be 1ssued to all the participating Minustries and EA’s, and
conduct workshops to inform the responsible officials in these participating government entities

Delwverables

1 A draft Infrastructure Project Manual, setting forth basic provisions and requirements of
Presidential Decree No 7/98, providing gwidance and mstructions and criteria for preparation
of projects to be submutted for inclusion in the approved “List of Infrastructure Projects”

The manual will include explanatory procedures and requirements, forms and attachments,
etc to be required by Bappenas for acceptance and consideration of candidate projects The
manual will be expandable and provide for the addition of clarifying attachments and
subsequent 1ssuances, 1n order to remaimn current and consistent with government policies,
directives, and nterpretations, such as those resulting from comphiance with the IMF
Memorandum of Economic and Financial Policies

2 Recommended rules and regulations will be prepared, along with recommended strategies for
Mimstries and EA’s to adopt, m order to facilitate comphance with the provisions of the
Bappenas Manual for incorporation mn the Manual, and policies and procedures for
disseminating the contents and implications of the Manual to the private sector, particularly to
the local and international investor and banking community

3 A one-day workshop, to be planned with Bappenas, using largely Bappenas officials and
consultants as presenters, to be attended by infrastructure Ministry, BUMN, and Regional
officials, to describe procedures and policies set forth in the Manual

Task 3 Establishing a Post-transaction Cross-sectoral Regulatory Framework
Completion Date March 21, 1998

This Task will lay the groundwork for eventual transition into an agreed and predictable
regulatory framework which mvestors will require, 1 order to better manage “regulatory risk”
and to establish largely uniform standards in performance criteria, programs for systematic tariff
adjustments, and provision for protection of the public interest mcluding channels for assuring
satisfactory customer service provision in non-discriminatory fashion This task will mvolve
mutially assessing established regulatory practices and regulations in Indonesia, developing a
consistent, cross-sectoral regulatory strategy, designing regulatory options applicable in Indonesia
that will provide predictability and a comfort level to the mternational mvestment community
Also mncluded will be EA draft programs setting forth monitoring plans and practices

REVISED SCOPE OF WORK F 3
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Delerables
1 A report on improved performance monitormg procedures and policies,

2 A one-day workshop on Post-award regulatory regmmes, that would set forth goals and
objectives, costs and benefits, etc Since the objective of this task is to move Indonesia
towards the concept of an independent regulatory approach, 1t wiil be important to establish
on a sector by sector basis mtially, a miustry-based “hybrid” legal and regulatory
framework This would be formulated in the nature of other deliverables, which would be
two or three draft Minusterial decrees mtially for the Transport and Water sectors

Task 4 Designing a Cross-sectoral Dispute Resolution Mechanism
Completion Date March 21, 1998

Although an inseparable component of the Regulatory Framework (Task 3, above), having a
dispute resolution mechanism meeting international standards 1s so umportant a signal to the
mternational finance commumity to assure prospective bidders of the “investor friendliness” of
Indonesia, that this requirement has been 1dentified and 1s justified to be a separate task The
necessity for increased concern about addressing this component has mcreased significantly as a
result of the recent Asian currency and hquidity crisis, which affects the risk perceptions by
mnvestors about making long-term commitments Sub tasks included are making an assessment of
prevailing dispute resolution practices, desigmng dispute resolution and arbitration procedures as
a regulatory tool, that would be applhicable in Indonesia, and would also meet international
standards and expectations

Delwverables

1 A report on the above topics

2 Model clauses for inclusion 1n regulatory regimes and mn concession agreements and provider
contracts, and

3 Preparation of a module to conduct a one-day workshop on dispute resolution/arbitration

Task 5 Fmancial Strategy, Credit Enhancement, and Incentive Pohlicies for P3
Completion Date May 15, 1998

There are financial packaging requirements which are required to help make private mfrastructure
projects viable In Indonesia, there are certain underutilized and disbursable credits available
which could be used for these purposes, but there 1s also the danger of needless assumption of
risk by the government Given the severity of the new economic realities, there are compelling
reasons for rigorously performing a series of sub-tasks related to credit enhancement for publc-
private projects Sub-tasks included m performance of this task mclude developing a range of
financial strategy and policy options, an assessment of incentive and government guarantee
programs, and an analysis of credit enhancement techruques appropriate to the current Indonesian
context For example, it might be the current practice to award tax holidays of several years
duration, which however could have an adverse impact on government revenue, whereas an
alternative program of tax credits provided as incentives for achieving bench-marked performance
would have a simular mcentive benefit at less cost to government The general outcome of this
task would be an analysis of credit enhancement options, mnvestment incentives, and
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recommendations for their institutional implementation These recommendations will be coupled
with an analysis of the impact of the currency crisis on financing infrastructure projects

Delverables

1 Preparation of a White Paper on financing frastructure within the constramnts of the IMF
accords This White Paper would address both coordmation of the P3 Center program with
macroeconomic reforms, and an analysis of a proposed design of the parameters and options
available 1n a credit enhancement policy for the P3 program

2 Preparation of the design for a Private Sector Investment Development Fund (PSIDF) and
other credit enhancement techniques evaluated on a merit basis and an associated Action Plan
for its implementation The team will then develop a model project and prepare a credit
enhancement analysis demonstrating how various credit enhancement techmques could be
applied to an actual project taken from the Water Sector 1n Indonesia

3 Conduct of a Financial Policy, Incentives, and Credit Enhancement one-day workshop,
possibly co-sponsored by Bappenas and the Mmustry of Finance

Task 6 Fmahzing, Consohdating, and Summanzing Findings & Recommendations -
Preparation of a Final Report
Completion Date June 15, 1998

A consolidated report, including all of the findings, recommendations, and recommended future
action plans for the proposed Public-Private Partnerships Center , summing up all of the
components of the previous tasks, and proposmng future implementation strategy, will be prepared
as the final deliverable This will be submitted as a Draft Final Report, for receipt, comment and
mnput from Bappenas, whose mput will then be mcorporated 1nto a final report
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A Questionnaire

BAPPENAS PROJECT PROFILE QUESTIONNAIRE

Infrastructure Projects to be Implemented through
Private Sector Participation or Public-Private Partnerships
with the Government of Indonesia
(Questionnaire to provide information as required by Keppres 7, 1998 and Keppres 39, 1997)

General Project Information

1 Project Title

2 Project Location

3 Project Proponent
(Responsible GOI Agency or BUMN)

4 Project Contractor
(Private Sector or Concession Party)

5 Project Lender (s) (if known)

5 Project Contact n GOI
(a) Name

{(b) Agencv/Institution

(c) Address

(d) Phone

(e) Fax

(H) Email

2

Project Sector (as defined under Keppres 7/1998) Select one from the following table

1 Generation, transmission or distribution of electricity

2 Transnussion and distribution of natural gas

3 Processing and delivery of o1l and natural gas, delivery of o1l and natural gas products

Transport, storage, supply, production, distribution, or treatment of water

Management of wastewater and solid waste

Construction or operation of support facilities for freight or passenger air, sea, or rau transportation

A BN = N R T

Toll roads, toll bridges, barbors, seaports, airports, mland waterways and airfields

8 Construction and operation of telecommunucation facilities
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3 Project Description

1 Project Objectives

2 Project Context Supply & Demand

a Demand for project services

b Service area to be covered b

¢ Number of beneficiaries/customers c

d Cost of services 1n global market d

e Other relevant mformation e

3 Project Physical Description

a Equipment procurement or mstallation 2

b Infrastructure renovation or expansion b

¢ Expansion of service areas c

d Other relevant physical information d

4 Type of PPP Mechamsm Planned (Check (a) M) (c) (d)

one) BOT BOO Concession Other
4 Project Investment Costs (in US$)
Exchange Rate used $1 = Rp Date

Project Component & Brief Description Cuost un US$ {y specific tems, where possibile)

1 Major Components (e g , land) (@$

2 Equpment & Machmery b $

3 Construction (including labor & matenals) ©?%

4 Other Known Costs (e g , nght of way, ) @3

G-2

IME w@'



5 Project Financial Information

(Government contribution)

1 Expected Sources of Project Financing, | (a) Source 1
mcluding cash, loans, self-financing, etc (b) Amount & Form
(c) Source 2
(d) Amount & Form
2 Level of Public Support (a) Type & Amount

3 Expected Interest & Repayment
Schedule

(a) Funds from Source 1
(b) Funds from Source 2

4 Current Tanffs for Related Services

(a) Umit
(b) Price per Umt Rp/$

5 Expected Pricing for New or Expanded
Services

(a) Units
(b) Costs per Umt Rp/$

6 Expected Revenue Stream

{a) Units
(b) Revenues per Umit Rp/$

7 Expected Project Rate of Return

6 Project Status

(check one)

Project Type, Phase, or Milestone Statws or Level of Completion

1 Project Initiation (check one) (&) Solicited (b) Unsobcited

2 For Projects with MOUs or Contracts (a) Appomted by (c) Provided Unsolicited
How was Private Contractor Selected? GOI/BUMN Bid

(b) Chosen by Limuted (d) Chosen by Open
Tender Tender

3 Status under Keppres 39/1997
Procedures & Regulations

4 Status of Project at Issuance of
Keppres 39/1997

5 Status of Project at Issuance of
Keppres 7/1998

6 Expected Contract Mechanism/Type

7 Pre-feasibility Study Status

8 Feasibility Study Status

2



Project Implementation Schedule

Project Schedule Milestone

Scheduted Date (best estunate) or
Level of Completion

[y

Pre-feasibility Study

Feasibility Study

Listed as Bappenas Approved Project

Issued Request for Letters of Interest

th { b W | W

Preparation of Bidding Documents

6 Short-listing of Interested Bidders

T Deadline for Bid Submission

8 Evaluatton of Bidders Completed

9 Ranking & Award of Bid Winper

10 Signing of Project Implementation MOU

11 Fnal Negotiation and Contract Signature

12 Arrangement of Project Financing

13 Commencement of Project Activities

8 Other Project Information

Please provide any additional information regarding project activities, costs, financing, status, or
scheduling Include information on any processing or implementation delays, relevant legal or
regulatory 1ssues, or technical & management concerns

Subject

Additional Information

1 Expected social benefits
(Please be specific)

2 Required environmental clearances or
mmpact assessments (Amdal)

3 Other information

4 Other information

G-4
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9 Questionnaire Attachments

Please attach to this Project Profile Questionnaire all relevant project-related documents These
attachments should include the items listed 1n the table below, 1f available Please check off in the

table any attachments included with this questionnatre

Pre-Feastbility Study

Feasibility Study

Financial and market data collected as part of the Feasibility Study or Project Identification process

Other relevant documents or information List Below




Simphfied Project Profile Sheet

1 Project Name

2 Project Identification No

3 Proponent Agency

4 Project Category (per Keppres 7/1998)

5 Project Cost (Est) (2) Domestic (in US §)

(b) Exchange rate used

(c) Effective Date of Exchange Rate
(d) Foreign (US $)

(e) TOTAL

6 Contact Person (a) Name,

(b) Address,
(c) phone,

(d) cell phone,
(e) fax,

() email

7 Project Status

8 Proposed Public Private Partnership Mechamsm

Instructions 1n Filling Out This Form This form 1s used for the binder which assembles all the
projects that have been considered by BAPPENAS and have been approved for public private
partnerships This implies that the project has been prionitized and therefore would appear as part of
the pertinent REPELITA as well as the BAPPENAS Blue Book list of infrastructure projects

1 Project Name refers to the Project title and should correspond to all the relevant documentation
including REPELITAs

2 Project Identification No refers to the Project number assigned by BAPPENAS

3 Proponent Agency refers to the agency which imitiated the project It 1s conceivable that the
project proponent 1s not the same as the implementing entity It 1s concervable that a body would be
created to implement the project or the proponent agency will assign the 1mplementation of the
project to another entity This may or may not be known at the time the project 1s conceptuahized so
only the proponent’s name appears here

4 Project Category refers to one of the seven categories mentioned in Keppres 7/1998
S Project Cost 1s the estimated total project cost broken down nto domestic sources and external

sources Domestic sources refer to the entity’s own source (1 € budgetary) and foreign refers to all
sources outside the budgetary sources even if these sources are domestic mnvestors It 1s not likely that



the investment needs will be assigned to domestic versus foreign mvestors at this time The exchange
rate used i calculating the investment requirements should be included as well as the effective date
of the same exchange rate It 1s anticipated that exchange rates will be fluctuating

6 Contact Person Name 1s the name, address, phone, cell phone, fax and email address of the
person 1n charge of the project It would be a good 1dea to maintain one contact person for the
duration of the project inception until the project 1s implemented He or she could be backed up by a
project management team but only one person will be the main contact outside the office

7 Project Status refers to the stage of the project, whether a partner has been 1dentified, pre-
feasibility completed, mvestor approached, feasibility under preparation, etc

8 Proposed Public Private Partnership Mechamsm refers to the anticipated arrangement to be
utilized for the project as approved by BAPPENAS

G~7



H BN N NN E BN e P BN EE EE S BE e

ANNEX H

Public-Private Parternership Database Design

ng‘{

==

@
E%



ANNEX H

Public-Private Partnership Database Design

A Introduction

In September 1997 Task 1 requirements called for four design items 1) a questionnaire to provide
BAPPENAS with a hist of infrastructure projects for public-private partnership, 2) a database
design recommending compatible software to be used, 3) a design for a simplified Project Profile
Sheet reflecting the basic information on a project for inclusion 1 the approved List of
Infrastructure Projects, and 4) a profile of eligible projects screened and prioritized from the 180
projects

As noted earlier 1n this report, Presidential Decree No 39/1997 served as the basis for identifying
the projects that would be eligible for private sector participation This decree aimed at preparing
an inventory of both infrastructure and non-nfrastructure projects intended for private investors

In January 1998, the GOI 1ssued Presidential Decree No 7/1998 This decree serves as the
framework for project identification, use of competitive procurement and sound governance
covering infrastructure projects for private sector participation Both government officials and
donor agencies agree that this decree provides a necessary first step toward a rational and cost-
effective PPP infrastructure program but did not fully address 1ssues needed if a fully functional
private sector-provided infrastructure investment program was to be implemented The gaps
1identified included taniff setting, unsolicited proposals, risk allocation, and dispute resolution As
far as the requirements of task 1, however, the deliverables were once more being revised

By March 1998, under the auspices of Presidential Decree No 39/1997, there were 284
infrastructure projects at an estimated value between $40 billion and $50 bilhon Note that about 60
percent of this value could be attributed to electric power projects The average value of all these
projects, mcluding the electric power projects, was $190 mullion Many of these projects were
considered to be “wish-list” projects Few would probably proceed under favorable economic
conditions A survey conducted by BAPPENAS 1n June 1998 showed that the private sector
proponents were no longer interested in the projects

About 30 to 45 projects from this list were at an advanced stage of implementation With the
mmplementation of Presidential Decree No 7/1998, the project team recommended to BAPPENAS
that the remainder of the projects be subjected to the requirements of this new framework The
database design was then focused on about 200 mfrastructure projects At that time, GOI was still
in the process of determining which projects would then fall under the requirements of Presidential
Decree No 7/1998

PUBLIC PRIVATE DATABASE DESIGN H1



Government Regulations 12/1998 signed 1n January 1998 transferred the responsibility for
managing and restructuring public enterprises from line minstries to the Ministrv of Finance and a
new Minstry for State Owned Enterprises This regulation revealed a new kink in implementing
Presidential Decree No 7/1998 as applicable to privatizing state-owned enterprises in the
infrastructure sectors The government 1s presently deliberating this 1ssue

In May 1998, President Soeharto resigned after 32 years as president The new government of
President B J Habibie promused reform By July 1998, the GOI agreed with the IMF on a program
of reform This program refocused attention to infrastructure projects With the economic crisis
conditions for continued donor assistance, and political changes, further adjustments to the original
scope of work were made 1n April 1998 Under Task 1, the deliverable was narrowed down to
creating a design of a database of BAPPENAS’ PPP projects that could be regularly updated and
was 1n a format suitable for public consumption The short form of the Project Profile sheet (see
Annex G) earhier submutted still meets this latter requirement The database design now 1s founded
on the questionnaire (see Annex G) earher submitted

B The Database Software and Hardware Requirements

The proposed software 1s Microsoft Access 97 Other relational desktop database software 1n the
same league as Microsoft Access include Paradox and Lotus Approach The overriding determinant
for recommending Microsoft Access 1s 1ts present use at BAPPENAS for national planning
purposes Infrastructure projects appearmng m the list of approved projects (so called Blue Book) are
presently supported by an Microsoft Access database Compatibility between the database software
for PPP infrastructure projects and the Blue Book database 1s important for contimuty and unified
support from BAPPENAS

Presently, a majornity of the national government agencies use the Microsoft Office Suite which
includes Word and Excel, and most users are familiar with Microsoft products Microsoft Access
allows a complementation of utility with other Microsoft products

Microsoft Access 97 will run on an IBM or compatible computer with Pentium or higher processor
and 12 megabytes (MB) of random access memory (RAM) The recommendation is to use at least a
Pentium processor with 16 MB of RAM The more RAM, the more applications can run
simultaneously Hard drive space of 14 to 45 MB 1s needed depending on what aspects of
Microsoft Access will be installed If the entire 45 MB of Microsoft Access and peripheries will be
installed, space will still be need for the database to be run This database has a linit of 1 2
gigabyte This system will also require a VGA momnitor or SVGA A fast video card 1s
recommended A mouse or pointing device and a printer or access to a printer across the network
are also needed
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C Advantages to MS Access

Microsoft Access 1s a desktop relational database system A relational database links data mnto one
or more discrete tables that can be related to one another by using fields common to each related
table These relations can be defined between differing data tables by the database to produce
reports and perform complex searches In this case, the database could generate the short form of
the Project Profile Sheet

Relationships established 1n the design elimnates the needs for redundant information Identified
key fields could be used to store a record from another table

An advantage of Microsoft Access 1s indexing As 1n indexes at backs of books, a database index 1s
an ordered list of data contamned 1n a field(s) within a table and used as an aid when searching for
information quickly Other advantages are the mtuitive use of tables, like spreadsheets, the use of
forms to enter data, and the use of queries to search or modify data as well as table structures One
important use of the Query function 18 the
ability to access external data from other
databases, as 1n those used for producing the | Computer System Requirements
Blue Book

f

Microsoft Access 97 requwres the Windows 95
environment Most of the BAPPENAS computers are,
already runming Windows 95 This translates to a 486!
MHz or better, or Penttum 1 Il or I To nstall
Microsoft Access 97 at least 14 to 45 megabytes of
hard-drive space are required

The proposed database design 1s a simphified
version relying heavily on exiting the database
already administered by BAPPENAS for 1ts
mfrastructure projects This design 1s limited to
Tables, Forms and Queries Macros and
modules are not provided 1n this design Macros are a set of action used to perform a specific task
A module 1s a collection of Visual Basis for Application or VBA, an application development tool
A database admimstrator 1s recommended to undertake the task of setting up such macros and
modules once the database 1s up and runmng

The manual back-up of data can also be tasked to a database admimstrator since Microsoft Access
requires all users to exit from the database before back-up can be done Automated back-up can
still be performed for the database, but still after all users have exited the database This database
could be used by a total of 255 total users

There 1s 2 mit of 1 2 gigabyte of data under Microsoft Access The present database requirement
of the PPP projects 1s not yet anticipated to approach this limit However, 1t 1s feasible to branch
out mto sector databases 1n the future 1f this limit 1s reached and still allow for full compatibility of
the databases

D Design
Infrastructure projects anticipated to form part of the List of Infrastructure Development Projects

are expected to be consistent with the national plans or Repelitas This 1s one of many
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considerations 1n the design of a database that would assist BAPPENAS comply with 1ts tasks under
Presidential Decree No 7/1998

To run Microsoft Access after turning on the computer with Windows 95

» Click on Start, which appears at the bottom left of the screen The Start bar may not appear
anywhere 1n the screen unless the cursor 1s placed at the bottom left of the screen

o From the Start bar, ighlight or drag the cursor to Programs

» Highlight MS Access and double-click or hit the Enter key

e Select Open an Existing Database or double-click on Open

The database opens with a screen sumilar to the The Two Types of Microsoft Access Database Secunty
one below showing Tables, Quenes, Forms, |

Password security allows any user to enter a password
Macros and Modules As noted above, there are |pefore the database opens
no Macros and Modules, and 1t 1s suggested that '
the database admimstrator facilitate the use of |User level secunity, while more flexible 1s more extensive

'than merely entering a password Like a networked
these last two folders Note further that the jsystem s security system a user enters an (D and a

design relies on project mnformanon resulting ipassword This suggests that a set of all database users
from an mitial screening conducted by a his known to the database administrator Users can be

proponent government entity prior to submission [clustered along certain parameters in order to efficiently!
to BAPPENAS, m compliance with the maintain the database

requirements of the Implementing Rules and

Regulations of Presidential Decree No 7/1998
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Tables

There are two ways to view a table One 1s the Design view, the other 1s the Datasheet view The
Datasheet view appears like a spreadsheet One can enter information as 1f using a regular
spreadsheet, except that there are pre-designed column headings There are also limitations on the
kind of information to be entered

The Tables shown m this database design will all be m Design view The Design view shows the
structure of the table and 1s set up m a form/subform arrangement The grid at the top of the
Design view lists all the fields n the table, with data type and description of the field The tabs at
the bottom show the properties for a selected field

There are 12 1mtia] tables in this database More can be added as the number and type of projects
evolve according to government policies and regulations
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Below are brief descriptions of the tables shown in the Design view The Contact Table shows
details on the project personnel who 1s the primary contact for a particular project Note that this
project contact person 1s assoctated with the proponent agency and not necessarily BAPPENAS
uniess BAPPENAS 1s the proponent agency

&, Micteseft Access i I ES
|| e Edt View Insert Tooks window Help

Io-@ &RV RS 0¥ ENDa-]
B Centacts : Table _ 0] x|

Fiskd Name Data Type Bescrption
. l | ¥M ProjectNumber AutoNumber Refers to the same Project Number in Projects Table j
1 __jFrsthName Text First name of contact person i proponent agency
| __|LastName Text Last name of contact person in proponent agency
|| Address Text Street Address of contact person at work
| Cy Text ______ City Address of contact person at work
| Province Text Provinte address of contact person at work
|__1PostalCade Mumber _ Code of contact person at work o _
| __|Region Text Region of contact person at work
| | Proponent Agency Text Full name of proponent agency in Bahasa with English in parentheses
| Title Text Title of contact person, inicuding division If required
|| workNumber Number phone number of contact person at work, trunkline or direct ine
|__.JworkExtension Text extension of contact person at agency  trunkkne mdicated
|___|HomePhone Text phone number of contact person at home
}__ MobilePhone Text phone number of contact person on cell phone
FaxNumber Text _ faxpumber of contact person at work_ — |
Fieid Properties - -
Ganersl I Leokup ‘ .
Fleld Size Long Integer _ R .
New Yalues Increment . -
Formak s e o - - - -
Caption ity A Field name can be U to 64 charachers long, induding spaces  Press
Indexed Yes {No Duplicates) ¥1 for help o field names.

Designview F6 = Swkchpanes F1=Help, - Y T S B 7 T S
The list of information required to be entered under the Contacts Table 1s shown 1n two screens
Note that as one highlights or points the cursor to a particular Field Name, the general description
showing the properties of that particular field appear 1n the lower half of the screen These
properties could be changed, depending on the requirements of a particular project Note also that
the Text attribute of a Field allows for as many as 255 characters, including dashes and spaces A
description of the information to be entered in each Field 1s presented at the right-hand side of the
Table under Design view This description could be changed depending, once again on any

requirement of the project or sector, or to comply with new policies called for by the government
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&, Micresoft Access
[|[Elo Ede view Inset Tooks Window Help

O0- " E8RV|s2RS (v #5320 NDa- 0

Contacts : Table

Field Name Data Type
City Text City Address of contact person at work
Province Text Province address of contact person at work
PostalCode Number Code of contact person at work
Region Text Region of contact person at work
Proponent Agency Text Full name of proponent agency in Bzhasa with Enghsh n parentheses
Title Text Titke of contact person, micudng diviston If required
Workhumber Number phone number of ¢ontact person at work, trunkiine or direct iine
WorkExtension Text extension of contact person at agency if trunkiine indicated __
HomePhone Text phone number of contact person at home
MobilePhone Text phone number of contact person on cell phone
FaxNumber Text fax number of contact person at work
EmalName Text emai address of contact person at work and at home .
Notes Merno notes on the contact person, e g , seconded to a certain agency, or at certain times of the w
Project1D _Number L e o :J

Figld Properties

PETTLLLET L] ] I

General }Lodwl
Fisld Size 100|
format

Input Mask

Defs Vakis The maximum number of charatters you can enter n the field, The

v e lergest maximum you can setis 255 Press F1 for help on field sze

B vaidation Text TR .

@ Required
Allows Zero Length
Indexed

The General Project Information Table shows the Project Title, location of the project, the
government entity sponsoring the project, the private sector contractor, when 1dentified, or the
concessionaire, the project lender, 1f known, and the contact information of the project personnel
from the sponsoring agency Note that 1t 1s possible to edit the table to include more than one
project contractor or project lender

P
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|| Fie Ek Yow Insst ook Window Help

o -

D@ emviszes [Ty [x>ENDa- Q|

M Projects - Table . M= E3

t Field Name Data Typs ja
8 {YNProfectID AutoNumber Thus number 1s assigned by the Center For ease of entry, this mav be assigned as you enter ‘J i
|__|ProjectName Text Thus title s submitted by the proponent Agency
|__|ProjectDescnption Memo Describe the project with measureable expected outputs mnkm cum etc as well as actual k
|__ProjectBeginDate DatefTime Refers to when the proponent sends this proposed project up to the center for consideration
|__jProjectEndDate Date/Time This date will be Filed up after the project s contracted out (This definition may change)
- ProjectSector hNumber Refers to one of the exght sectors wdentified in Keppres 7/1998 Refer to ProlectSector Table
|__|ProponentAgency Text Refers to the agency proposing the project
|| ProjectContractor Text Refers to the Private Sector entity or concession party for the project
|| Projectiendert Text Refers to the First project lender, ¥ known
|| Projectiender2 Text Refers to the second project lender, if known
| _JProjectCost Currency Refers to estimated total project cost n US$ (or Rp?)
| SummaryStatus Text Refers to where project i1s in planning phase, e g bids recewved, contract awarded etc
|__|CategoryID Number
- - e e _—— e e - -
Field Properties

Field Size Long Integer e

New Yalues Increment

Formak e e

Capton Project ID -

Indexed YesJ?NoDuphcates) & Field niame can be up to 64 characters ong, induding spaces  Press

- - F1 For help on ficld names
»
L {
[Design visw  F6 = Swtch panes  FL = Help, 11773 T I
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The Project Sector Table 1dentifies the eight sectors defined by Presidennal Decree No 7/1998 as
the only infrastructure sectors for PPP projects A project may only be assigned one sector at the
tume of inception It 1s feasible that the project may be broken down 1nto chunks during
mmplementation or some other portion of the project development At that time the database
admimstrator may identify sub-categories under the project identification number to note the
original project and track 1ts break-up mto components It 1s also feasible that this list may expand
or contract, depending on the requirements of the government leadership and the need to boost the
economy At this ume the sectors include

Generation, transmussion, or distribution of electricity or electric power

Transmission and distribution of natural gas

Processing, delivery of o1l and natural gas, and delivery of o1l and natural gas products
Transport, storage, supply, production, distribution, or treatment of water
Management of wastewater and solid waste

Construction or operation of support facilities for freight or passenger, air, sea or rail
transportation

Toll roads, toll bridges, harbors, seaports, airports, mland waterways and airfields

8 Construction and operation of telecommunication facilities

N B W N e

~3

There are two designs presented here for the project sectors The database admmustrator could
determine which one would be more appropriate at the tume of use
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&, Micresoft Access

&, Micreseft Access
|| Flo Edk view Insart Took window Hep

0- @ GRviRRT|( o B> FNDaE- 0

i

i i i
Data Type
Text 1 refers to the generation, transmissio or distribution of electricity or electric power

| NaturaiGas Text 2 refers o trasmission and distribution of natural gas

|| CiNaturalGas Text 3 processing delivery of o andnatural gas delivery of ol and natural gas products

|| water Text 4 transport storage supply production, distribution or treatment of water

|| wastewater Text S management of wastewater and solid waste

|__{Transport Text 6 construction or operation of support facikties fo freight, passenger ar sea or rad transport

| __|RoadsBridges Text 7 toll roads, tollbridges harbors, seaports arports infand waterways and arfields

|| Telecom Text 8 construction and operation of telecommunication fFaciices

|

| oo - _

| =15

Field Properties ;
Field Size 50 e
Format __ o e
} Inpuk Mask o - -
e Caphon Category Name
DR et Ve gory A hield name can be up to 64 charackers long, nduding spaces  Press
S Fl for on field names’

Yokdaton Rule help :
Yaldation Text _ - -
Requred No _ _ R o
Allow Zerotength No _ L
Indexed Yes (Duplicates OK) -~

Design view  F6 = Swicch panes 1 =Help I"—I—F—T—'ﬁiﬂ'—
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The Project Description Table provides data on project objectives, the supply and demand for the
proposed project, 1ts physical description and the planned PPP mechanism to be used for the

project
#, Microsoft Access WEIES

| e Edt vew Insert Tods window tiel -
D osasaerEEFAEalE

M Pioject Description:: Table

Freld Name | _DataType
AutoNumber Same as the Project 1D number noted n the Projects Table

ProjectSector Number _ Linked to the Project Sector Category Table _ o
Projecthame Text Refers to the name of the project, associated with the Project 1D
Project Objective Memo Refers to the project objective as contained m the Development Plan _
ProjectDescription Memo Describes the project in detad Linked to Projects Table
Equipment Memo Refers to whether or not the project requires procurement or installabon of equipment
RehabExpansion Memo Refers to
EmployeelD Number Refers to the project contact i the proponent agency, linked to Contacts Table

HEEREEERRERN

Long Integer
New Values Increment = =

Format. - — . § . T e — ,.’__-
Capbion Project ID i .
Incdexed Yes (No Duplicates) e -~ %fﬂdmmb&x;ﬁg&?mwm;pm Fress
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M Preject Cest - Table

Field Narme Data Type
ProjectiD AutoNumber___ Refers to Project ID number in other tables
ProjectName Text Refers to Project Tile from other tables
Location Text Refers to actual site, with townfmunicipality, province, region
ProjectStartDate DatefTime Refers to when First entered
ProjectEndDate Date/Time Refers to estimated date of project construction completion
Pelta Text Indicate which Pelita document this project appears in
Planningvear DatefTime Indicate the Plannig Year
Executinghgency Text Indicate the proponent agency
COSTDATA Currency InRupiah or in $, depending on Database Administrator Recommend $
ExchangeRate Currency Rugiah to $1 00
ExhangeRateDate Date{Time Refers to the effective Date of the Exchange Rate used for this project

ARANERERRREERES)

Goneral ‘Lmh_p |

Field Size Long Integer
New Yaiues Increment
Format

Caphon e
Tndexad Yes (No Duplcates) A Field name can be up to 64 characters long, nchuding spaces  Prass

F1 for help on field names

IDesign view 6 = Swikchpanes F1 = Hek, = - I e
The Project Cost Table prov1des data on the cost of the proposed PPP project, with special notation
on the exchange rate used and 1ts effective date This information will allow the private mvestor
and other interested parties to make adjustments on project cost at the time of their review This
table could concervably be longer since a project could have a variety of combinations on project

components Revisions may be made by the database admimstrator 1n the Design view of this table
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&, Micreselt Access
|| Fle Edi Yiew Insert Tools Window Hep
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# Database Window
M Other Project Infermation - Table

f Field Nams Data Type Destnption
¥ 1D AutoNumber
¥ {ProjectlD I 7SR - - <5 o tH prowect ID assigned to the prapesed protect IS
| __{ProjectTite Text Refers ko the title of the project correlating to the Project ID
| _{ProjectSector Text _ Refers to one of eight sectors identified under Keppres 7/1998
| 1SocialBenefits Memo Description of the social benefits anticipated to result from this project
- EnvironmentalClearances  Memo Description of Emvironmental Clearances required For this project
| _{Othert Memo Other relevant information
Other2 Memo Other relevant information
Other3 Memo Cther relevant mformation
- Otherd Memo Qther relevant information

Long Integer
Ao - T T
ot e e The held descrption 1s optional 1t helps you describe the field and s
e e #so displayed in the status har when you select this freld on a form
0 e _ PressFi for help on desarptions
ﬁgj - - — :w — - UF . - -
k Yes (Duplicates CK) - o w i
Pesnview Fo=Swichpanss FL=fep N N e N

The Other Project Information Table presents data pertinent to the project that would mmpact 1ts
implementation This may include environmental clearances, for example, that advise interested
parties on reahstic timelies Or, other social benefits can be described that affect how BAPPENAS
and the Commuttee 1n charge of approving the list of projects reach a decision on priorities for a
particular period Necessarily, this list 15 dependent on the nature of the project and on what the
proponent agency feels best argues 1ts case to move forward with the project
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I Physical Aspects of the Preposed Prsject : Table
Field Name Type

s |z mANDa-' B

AutoNumber
ProjectTitle Text
EquipmentProcured Memo
Equipmentlnstalied Memo
InfraRehab Memo
InfraExpansion Memo
ExpansionServiceArea Memo
Other! Text
Other2 Text
Other3 Text
Other4 Text
OtherS Text

HERERRRNEEER

Refers to the Project ID assigned to the propased project

Refers to the Title of the proposed project corresponding to the assigned Prowect 10
Identify the equipment proposed to be procured under this project

Identfy the equipment to be installed under the proposed project

Briefly describe the rehabilitation or renovation to be undertaken under the proposed project
Briefly describe the expansion of the nfrastructure antiopated under the proposed project
Briefly describe the expanded service area resultng from the mplementation of the proposed
Describe other relevant physical aspects of the project

Describe other relevant physical aspects of the project

Describe other relevant physical aspects of the project

Describe other relevant physical aspects of the project

Describe other relevant physical aspects of the project

Genoral I Lookap |

Field Size Long Integer
New yalues Increment
Format

Capbon: I
Trdexed Yes (No Duplicates)

A beld name can be up bo 54 characters long, induding spaces  Press
F1 for help on field names

Cet

Desinview F6 = Swich panesF1 = Fie,

' D B T U
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B Preject Context - Table

Fisld Name { _ DataType
Number Refers to the Praject 1D assigned to the proposed sproject ]
| |ProjectName Text Refers to the Project Title assigned to the proposed project as this relates to the Project ID -
| _{DemandServices Memo Refers to the demand for the services to be provided bythe proposed project, may be in number, may t
| __{PresentServiceArea Text Refers to the service area presently being served by the project, # known
| __{ProposedServicefirea Text Refers to the service area proposed to be served by the proposed project,
| Beneficianesf{Customers Number Number of beneficiaries anticipated to be served by the proposed project
] CostOfServices Currency _ Equivalent cost of the proposed project n the global market, If known ~
|| Otherl Text Refers to other relevant information that may be useful in determlnmg demand for the project
| _jOther2 Text Refers to other relevant information that may be useful in determining demand for the provect
| __{Other3 Text Refers to other relevant information that may be useful in determining demand for the project
|__|Other4 N Text _Refers to other relevant information that may be useful in determining demand for the project .
|__|OtherS Text Refers to other relevant information that may be useful in determining demand for the project
1 =
T "rwidProperties T
Genera | Loskap | - N
Feld Siee " Longlnteger T HeT e mmev e wws
Format et TR T T
DecmalPlaces  Auto T 4 R B
Input Mask "
Captun - A@mmhmhﬁsdmmmrxkﬁgm PressFi for belp
Default Value 0 __ - ks =
Yaldabon Rule e e ! R S A N _— -
Valdabion Taxt - - e N T T D
Requred No _ o oo i L7 v ‘
Indexed

The Project Context Table presents descrxptlve mformanon about the pro;ect and summary cost
information This table also presents details on the service area, beneficiaries or customers, and the
resulting change 1n service area from the proposed project being implemented Other relevant
information can also be placed 1n this table It 1s feasible to merge social benefits or environmental

clearances with this table rather than creating a separate Other Project Information Table (see
below)
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Field Name Daka Type Description j
| M ProjectlD Autohlumber Refers to Project ID number in other tables
| _|ProjectName Text Refers to Project Title from other tables
Location Text Refers to actual ske, with townfmunicipality, province region
E ProjectStartDate Date/Time Refers to when first entered
|| ProjectEndDate Date/Time Refers to estimated date of project construction completion
|| Repelta Text Indicate which Repelita document this project appears in
|__{PlanningYear DatefTime Indicate the Planning Year
|___1Executinghgency Text Indicate the proponent agency
COSTDATA Currency In Rupiah, or in §, depending on Database Administrator Recommend $
ExchangeRate Currency Rumah to $1 00 B
ExhangeRateDate DatefTime Refers to the effective Date of the Exchange Rate used for this project
Land Currency In dollars, using the exchange rate noted above, refers to the cost of the land f part of the total prolect
Equipment Currency In dollers, using the exchange rate noted above, refers to the cost of equipment if part of the total proje
Construction Currency In dollars, using the exchange rate noted above, refers to the cost of labor and matenals estimated to be
Other) Currency In dollars usina the exchanae rate noted above refers to the cost of other knowniteme @ naht of wa ll
Field Properties
Field Size Long Integer L
New Values Increment _ e
Format o -
Capbion . e The field desaripbion is opiional 1t helps you describe the field and 15 also displayed
Indexed Yes (No Duphcates) i the status bar when you select this field on aform. Press F1 for heip on
- - ;
wt

LR

[Design vew  F6 = Swichpanes  Fl = Heip,

This Project Cost Table presents a summary snapshot of all the project components anticipated
sources of financing and other pertinent information
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(W Poicct Doserplion - Table ___________________________________________MEK)
Field Nome [ DotaTyoe | _..Descripbon [a]
|99 ProjectID Autohumber Same as the Project ID number noted in the Projects Table j
| __{ProjectSector Number Linked to the Project Sector Category Table
| __iProjectName Text Refers to the name of the project, associated with the Project ID
|__iProject Objective Memo _ _Refersto the project objective as contaned in the Development Plan
| __{ProjectDescription Memo Describes the project n detal Linked to Projects Table
. |Equipment Memo Refers to whether or not the project requires procurement or installation of equipment
|__}RehabExpansion Memo Refers to rehabilitation renovation or expansion cost component of the proposed project
|__{Other Memo _ Refers to other relevant physical mformation which wil be funded under this proposed project R
| __[PPPMechanism Text Refers to the tpe of PPP Mecharism planned for the project,if known This could be BOT, BOO Concessic
__|EmployeellC Number __ Refers to the project contact in the proponent agency, inked to Contacts Table L
1 ) - - i
- 7 FeldProperbes T T T
4

Genera) im l |

Field Size Long Integer -

Hew Vohues Increment -

Format R - -

Caption Projectld The field description is ophional It helps you desaribe the field and is also displayed

Indexed Yes (NoDuplcatesy n the status bar when you select this field on a form  Press Fi for heb on

. - - descrptions.
?-“w - - - .r PP - -

o vow FomSwihomes Fi=ilo__ - 7. - L T RmL [

This 15 a repeat of the Project Description Table already described above
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M Praject Financial Infermatien : Table

Field Name Daka Typs
FS10ther Currency Indicate the estimated amount of other contnbution by finance source 1, in dollars
FinanceSource2 Text Refers to financing source for the project
FS2Cash Currency Indicate estimated tash contribution from finance source 2 i dollars
FSzLoan Currency Indicate estimated loan contribution from finance source 2 1n dollars
FSz2Cther Currency Indicate estimated amount of other contribution by finance source 2, in dollars
FinanceSource3 Text Refers to financing source for the project
FS3Cash Currency Indicate estimated cash contribution from finance source 3 in dollars
F53Loan Currency Indicate estimated loan contribution from finance source 3 mn dollars
F530ther Currency Indicate estimated amount of other contribution from finance source 3 in dollars
GOISupportType Text Indicate the type of GOI support For the project
GOIContribution Currency Indicate the amount of GOI support For the project in dollars
CurrentTanffRate Text Indicate the current tariff rate for the project
ExpectedTariffRate Text Indicate the estimated tariff rate anticipated for the project
ExpectedROl Number _ Indicate the estimated return on nvestment for this project

NEEEREERERENR

Long Integer
Increment

The Field description is opbonal Tt helps you desoribe the field and
also displayed in the stabus bar when you select this Field on a form
Press 1 for heln on destripbons

iDesign view F6 = Swich panes F1 = Help I D A R YT I
The Table on Project Financial Information differs from the project cost table because 1t provides
details on the GOI's contribution and what form this takes as well as details on the contributions
anticipated from other funding sources There 1s a distinction made on whether or not the
contributions are 1n cash, a loan, or some other means Note that this table contains tariff
nformation on the proposed project The GOI 1s presently deliberating on the impact of 1ts policies
on taniff-setting and this table 1s likely to be affected by the outcome of those deliberations There 1s
a lugh Iikelihood that this table may be changed to accommodate future policies on tariff-setting
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Pieject Mileste
Field Nams Data Type
ProjectSector Text Refers to one of the eight sectors under Keppres 7/1998
Prefs Date[Time Date the prefeasibity study 1s anticpated to be completed
Date[Time Date the feability study 15 anticipated to be completed
Approved DatefTime Date BAPPENAS approves the project or the Date when the project is isted m BAPPENAS s Lis
RequestforLOl DatefTime Date Request fo Letters of Interest is issued
BiddingDocs DatefTime Date biding docyments are prepared and completed
ShortList DatefTime Date when nterested firms are shorthsted for the project
BidDeadhne DatefTime Date when bids for the project are due
BidEvaluation Date/Time Date when bids are evaluated by the Bidding and Award Committee
AwardDate DatejTime Date when award 1s expected
ProjImpinMOU Date{Time Date when the Project Implementation Memo of Understanding 1s antiopated
ContractiNegotiation DatefTime Date when the contract 1s anticipated to be negotiated
ProvectFinance DatefTime Date when project finance 15 arranged by all parties
ProjectStart Date/Time Date when project commences, hinked to the Projects Table

N
v

RENRERERRRRRN

- - -

T " Field Properbes

Genaral ‘m[

Fiekl See tong Integer
New Values Increment
Format .

Caption ‘The field descrpbon i optional It helps you destribe the Field and s
indexed slsp displayed mthe status bar when vou sefect thes field on a form
- Press F1 for help on descrpbons

[Design view  £6 = Swichpanes P =telp,

: R Sy R R

The Project Milestones Table presents the various dates anticipated for each portion of the proposed
project, as 1t moves from inception to implementation to post-transactions A monitoring and
evaluation design should be part of the database admimstrator’s concerns once the project database
18 acuivated
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M Feject Summary

Field Name Dats Type
kL ProjectID] AutoNumber This number 1s assigned by the Center For ease of entry, this may be assigned as vou enter
|__|Projecthame Text This titte 15 submitted by the proponent Agency
|__IProjectDescription Memo Descrbe the project with measureable expected outputs, nkm cum etc as weli as actual i ‘
| _ProjectBeginDate Date/Time Refers to when the proponent sends this proposed project up to the center for consideration :
| _|ProjectEndDate Date/Time This date will be flled up after the project 1s contracted out (This definbion may change? :
| _{ProjectSector Number Refers to one of the exght sectors identified in Keppres 7/1998 Refer to ProtectSector Table
i ProponentAgency Text Refers to the agency proposing the project
: | __{ProjectContractor Text Refers to the Private Sector entity or concession party for the project
|__|Projectlenderl Text Refers to the first project lender, ¥ known
| _{Projectlender2 Text Refers to the second project lender, f known i
| _|ProjectCost Currency Refers to estimated total project cost, m US$ (or Rp?) '
| __|SummaryStatus Text Refers to where project 1s m planning phase, e g , bids received contract awarded etc )
| CategoryID Number
- - =
o % F ! "4
Genersl } Lookup | )
Fieid Size Long Integer o
New Yalues Increment o
Formak e B -
Capton Project ID -
Indexed Yes (No Duplicates) # field name can be %ﬁ?mw spaces Press
[Design view Fb = Swikchpanes Fl = Heip. H | [ T

The Project Summary Table presents the summary mnformation on the proposed project It 1s
possible to transfer this Table into the Report file instead of the Table file
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| P Power] 1 refers to the generation, transmissio or distribution of electriaty or electric power
| {NaturalGas __ _ _ Text _2refers o trasmission and distnbution of natural gas
|| OiNaturalGas Text 3 processing delivery of ol andnatural gas, delivery of oil and natural gas products
| __]water _ Text __ 4 transport, storage,supply,production, distnbution or treatment of water
| __jwastewater Text S management of wastewater and sokd waste
| _iTransport Text 6 construction or operation of support faciitres fo freight, passenaer ar sea or ral transport
|___{RoadsBndaes Text 7 toll roads, tollbridges, harbors, seaports, arports, inand waterways and arrfields
| __{Telecom Text 8 construction and operation of telecommunication faciities
- - . e e s Field - I -
General ’ Lookup ’ o _
Field Size 50 . -
Format - — . -
Input Mask e e . e =
Caption . Cokegory Name_ ___ _ e 4 Bield name-can ber up to 64 characters long, mdoding spaces  Press
Defaulk Vakue -, . F1for helpon Reld names
Vakidation Rule - -7 FT L .
validation Text STl PRS-
Requred No - T T
#lowZeroiength No . - Fr Fee =TT LT T
Indesond Yes (Duplicates OK) N R ;5« Ye T o
’Mgn view Fs nSwid}panes F}.‘% s i, - PP VI __.:_‘_t,,:,_ﬁ,,__;_:‘_‘_,‘:w:j_“ e !E:Li,tu‘{:’i m{ I-_-—:

This 1s a repeat of the Sector Table discussed above
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Praject Description Query

Ready — ‘ e

The Queries Section could provide a host of quick information assembled for a particular type of
end user This could be used internally to keep track of the status of the projects, to find out how
many 1n a particular sector are being proposed for a particular period how many projects are being
proposed by a particular agency, etc There could be an mnexhaustible number of queries to
accommodate the requirements of BAPPENAS the proponent agency the Commuttee and other
interested parties like mvestors, capitalists, bankers and even consumers
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Forms are tools that can be used to assist 1n data entry It could also be used i assisting the
database adminustrator define the kinds of information that 1s relevant to particular end users

would be shortcuts dependent on the constant use of information The database administrator can
easily formulate these once the database 1s up and running
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ANNEX 1

Decree of the State Minister of National Development Planning

DECREE OF THE STATE MINISTER OF NATIONAL DEVELOPMENT
PLANNING/CHAIRMAN OF BAPPENAS

NO 319 of 1998
ON

IMPLEMENTATION OF CO-OPERATION BETWEEN THE GOVERNMENT AND
PRIVATE SECTOR FOR THE DEVELOPMENT AND/OR MANAGEMENT OF
INFRASTRUCTURE

THE STATE MINISTER OF NATIONAL DEVELOPMENT PLANNING/CHAIRMAN OF
BAPPENAS

CONSIDERING

1) That developing Indonesia’s infrastructure facilities and related services 1s important to
improving the quality of life of its people, enhancing 1its industrial competitiveness and
promoting and sustaiing economic and social development,

2) That public private partnerships for the development of infrastructure and related services
provide opportumties for genumnely commutted private parties to participate in Indonesia’s
medmum to long-term economic and social development at the national, regional and local
levels,

3) That m facilitating infrastructure development through pubhc private partnerships, the
Government will protect the mterests of the public, seek the best value for money for
Indonesia and its people, ensure that public private partnership projects are socially and
environmentally sensitive and responsive, and are consistent with national and sectoral
development policies an priorities, and

4) That 1n facilitating the above, 1t 1s considered to be necessary to tssue a State Minster’s
Decree

IN VIEW OF

Decree of the President of the Republic Of Indonesia Number 7 Year 1998 on Cooperation
Between the Government and Private Sector for the Development and/or Management of
Infrastructure

HAS DECIDED

TO ENACT THIS STATE MINISTERIAL DECREE ON IMPLEMENTATION OF
COOPERATION BETWEEN THE GOVERNMENT AND PRIVATE
SECTOR FOR THE DEVELOPMENT AND/OR MANAGEMENT OF
INFRASTRUCTURE

10
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Article 1

Private sector nvolvement in the development and/or management of infrastructure shall only
be implemented by a cooperation agreement between a private party and the Government
acting directly or through a State-owned Enterprise which complies with the requirements of
Presidential Decree No 7/1998 and the laws and regulations of Indonesia

A cooperation agreement as referred to in Article (1) shall be erther

(a) A contractual undertaking between a State-owned Enterprise which given the authoriny
to 1t by the Mimster/Head of Department or non-department Government Institution
or head of local government, representing the Government, and a private party
contemplating the development and/or management of infrastructure, or

(s)] A grant n the form of a license, permut, agreement or otherwise by the Government
to a private party, whether acting alone or in concert with a state-owned enterprise
which grant contemplates the night and obligation of the grantee to develop and/or
manage mnfrastructure

For the purposes of this Decree

(a) Government 1s the central Government and the regional Governments or either of
them, or any department, or other mstrumentality thereof,

(b) A State-owned Enterprise 1s a BUMN or BUMD that 1s majority owned directly or
indirectly, by the Government

(c) A private party 1s an Indonesian legal enterprise or a foreign enterprise that 1s
permutted to operate i Indonesia,

(@ A public private partnership 1s an arrangement, set forth 1n a cooperation agreement,
for the provision of infrastructure and/or related services for the benefit of the public,
and

(e) Infrastructure facihities and/or related services 1s infrastructure as defined in
Presidential Decree No 7 of 1998

Article 2

A cooperation agreement may set forth a public private partnership taking any form or
structure that 1s not contrary to the laws of Indonesia

A public private partnership may mvolve the development or management of infrastructure
or both

A public private partnershup need not require reversion of infrastructure to the Government
or a state-owned enterprise at the expiration of the cooperation agreement Such reversion
shall occur only if provided 1n a cooperation agreement

Article 3

The Government shall not provide support measures to a public private partnership except to
enhance the financial viability of an economucally and socially desirable public private
partnership that would not otherwise be financially viable

BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT
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Public support shall be no greater than necessary to provide an opportumty for the private
party to earn a reasonable return on 1ts mvestment

Public support shall be provided 1n an open and transparent manner

Article 4

An unsohcrted proposal submitted by a private party may only be awarded through open
competitive bidding in compliance with Presidential Decree No 7 of 1998

The Government may elect to negotiate with a private party that has submutted an unsohcited
proposal to provide such a private party with commercially reascnable preferences in the bid
evaluation process Such preferences shall be no more than 1s reasonably necessary to provide
a fair recognition of the value of the private party’s proposal and the cost of developing the
proposal Any preferences provided to such a private party shall be fully disclosed to all
parties n the mvitation to bid

The Government may elect to negotiate with a private party that has submutted an unsolicited
proposal to purchase from such private party all or part of the vahid intellectual property rights
owned by the private party 1 respect of such an unsolicited proposal

Should the Government and such private party fail to agree on such preferences or on the
purchase price for vahd intellectual property rights or should the Government not elect to
negotiate, the Government may offer such projects for open competitive bidding Such offer
shall not violate the vahd intellectual property rights of such a private party or any
confidentiality undertaking provided by the Government to such private party

Article 5

All parties shall respect valid intellectual property rights in the execution and supervision of
cooperation between the Government and private parties

Article 6

Provisions governing taniffs, tolls, fees, charges, and rentals for infrastructure and related
services and therr adjustment shall be clearly set out in the cooperation agreement Such
provisions shall be guided by the principles of

(a) establishing a fair balance between the mterest of the public and users of
infrastructure and/or related services and the private party,

() providing the private party with an opportunity to earn a reasonable rate of return on
the private party’s investment, and

(© providing incentives for efficiency 1n investment and operation

Article 7
Provisions 1n the cooperation agreement regarding the allocation of risks shall be guided by

the principle of allocating risks efficiently and equitably to the party which 1s best able to
manage or bear the risk i question

DECREE OF THE STATE MINISTER OF NATIONAL DEVELOPMENT PLANNING 13
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Article 8

Provisions n the cooperation agreement governing dispute resolution should facilitate amicable
settlement, may nclude international arbitration or any other means allowed under the laws
of Indonesia, and agreed by the parties The Government shall facilitate the prompt and
effective enforcement of judgments or arbitration awards arising from a dispute 1n respect of
a public private partnership

Article 9

Provisions m the cooperation agreement governing its termination shall ensure that the parties
are enttled to appropriate compensation 1if the cooperation agreement 15 umlaterally
termunated, revoked or abandoned by one party for reasons other than default of the other

party

Article 10

State-owned Enterprise participating 1n a public private partnershup shall follow and apply the
principles of cooperation as stipulated 1 Article 3 of Presidential Decree No 7/1998

A State-owned Enterprise that has been given the authority referred to in Article 1 (2) may
not participate m cooperation between Government and private party if the State-owned
Enterprise 1s conducting the pre-qualification and/or bidding for the project

In the event that a state-owned enterprise shall participate m or bid on a public private
partnershup, such state-owned enterprise, 1ts private party partner or its public private
partnership shall not receive any preference mn bid selection, agreement negotiation, the
implementation or monitoring of the public private partnership or any other aspects arising in
connection therewith

Article 11

To encourage and develop cooperation between the Government and private parties for the
development and/or management of infrastructure, the Government may establish a Public
Private Partnershup Development Center by a Decree of the Minster for State Development
Planning/Chairman of BAPPENAS

Article 12
The State Minuster of National Development Planning/Chairman of BAPPENAS may from
time-to-time 1ssue guidelines regarding pre-feasibility studies, bidding qualification, bidding
procedures and any other aspect of the selection, negotiation, implementation and momnitoring
of public private partnerships

Article 13

Departments or non-departmental Government mstitutions may enact decrees and other
regulations regarding public private partnerships, but only to the extent that

(a) to the extent they are consistent with contents and intent of Presidential Decree No
7 of 1998 and this Decree, and

BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT
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) decrees or regulations cannot limit the Articles of Presidential Decree No 7 of 1998
unless required by law or to assure public safety

Promulgated in Jakarta
On 19 October 1998

STATE MINISTER FOR NATIONAL DEVELOPMENT PLANNING/CHAIRMAN OF BAPPENAS

BOEDIONO
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IMPLEMENTATION GUIDE OF PRESIDENTIAL
DECREE NO. 7 YEAR 1998, ON PUBLIC-PRIVATE
PARTNERSHIPS IN THE DEVELOPMENT AND OR
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National Development Planning Agency (Bappenas)
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CHAPTER 1
INTRODUCTION

Background of Public Private Partnership

111

114

116

Article 33 section 2 of the 1945 Constitution stipulates that production facilities,
which are important to the state and 1s essential to the welfare of the people will
be managed and controlled by the state

The development and or management of infrastructure are an activity that 1s
controlled by the state, provided for the welfare of the people, and 1ts provision,
management and regulation are the responsibility of the Government

To solve the problem of hmited development funds from the national budget and
to ensure continued development of infrastructure, the Government has
implemented a policy of inviting national as well as foreign private parties to
participate 1n the development and or management of infrastructure, in the form of
mvesting capital and expertise 1 1ts implementation

The Presidential Decree No 7 Year of 1998 stipulated a cross sectoral regulatory
framework for cooperation between the Government and Private Companies for
the development of infrastructure, to enhance the welfare of the people, increase
competittveness 1n mdustry and trade, enhance and support economic growth and
national development

Ministerial Decree No 319 of 1998 of the State Miruster for National

Development Planning/Charrman of Bappenas further regulates the implementation
of Presidential Decree No 7 of 1998

The purpose of thus Implementation Guide 1s to clarify and stipulate 1n greater
detail the implementation of the regulatory functions of Presidential Decree No 7
of 1998 and Ministerial Decree No 319 of 1998 on Co-operation Between the
Government and Private Sector for the Development and/or Management of
Infrastructure

The Basis and Principles for Cooperation

121

122

The basic and principles of cooperation between the Government and the Private
Sector 1s for the mobilization of private sector resources for investment m the
development and or management of infrastructure

Cooperation between the Government and the Private Sector shall be based on
cooperation for the mutual benefit of both parties, within a framework under
which the Government 1s responsible for making policies for the public nterest,
while providing private sector with the opportumity to obtain reasonable returns on
its invested capital

BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT
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123 Involvement of the Private Company 1s based on principles stipulated in Article 3
of Presidential Decree No 7 Year 1998, 1 e

1 Conformity with fundamental principles, objectives, aims and vision of
national development programs,

2 Mutual dependence, mutual support and mutual benefit for the
Government, the Private Company, the society and consumers,

3 Enhancing efficiency, reliability and quality 1n the development and or
management of mfrastructure,

4 Supporting robust economic growth and creating new business
opportunities,

5 Improving mfrastructure service quality and providing greater benefits to
society,

6 Supporting the development on a conducive and robust investment climate

by mvolving the Private sector through the application of open, transparent
and competitive bidding processes,

7 Consistent with and subject to the laws of Indonesia
Definitions and Interpretation
In this manual the following definitions and interpretations apply

131 Infrastructure are those physical facilities and related services, which satisfy basic
needs for supporting the social and economic life of the people, the provision of
which falls within the purview of the Government, as defined in Presidential
decree No 7/98

132 Cooperation between the Government and Private Company contemplates the
granting of rights and obligations to the Private Company in whole or m part to
execute activities m the provision of mfrastructure 1n the forms of construction,
rehabilitation, operation, extension, maintenance, management, and/or the
provision of related infrastructure services directly or indirectly to the public

133 A cooperation agreement 1s either

1 A contractual undertaking between a State-owned Enterprise which has the
authority given to 1t by the Mimster/Head of Department or non-
department Government Institution, or head of local government,
representing the government, and a private party contemplating the
development and/or management of mnfrastructure, or

OFFICIAL DRAFT OF IMPLEMENTATION MANUAL J 3
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2 A grant m the form of a license, permut, agreement or otherwise by the
government to a private party, whether acting alone or in concert with a
state-owned enterprise, which grant contemplates the right and obligation
of the grantee to develop and/or manage infrastructure

1 34 Government 1s a department or non-department Government institution, head of
local government level I and head of local Government level II, or erther of them

135 A Responsible Entity 1s the Minister or Head of the regional Governments

136 A private party 1s an Indonesian legal enterprise or a foreign enterprise that 1s
permitted to operate 1n Indonesia

137 BUMN/BUMD is a state owned enterprise that 1s majority owned, directly or
mndirectly, by the Government

14  Role and Responsibility of the Government and of The Private Party

141 Role and responsibihity of The State Minister For National Development
Planning/Chairman of Bappenas

1 The duties and responsibilities of the National Development Planning
Agency (Bappenas) referred to in the Presidential Decree No 7/1998 are
derived from Presidential Decree No 35/1973, and include

a Coordmating planming and harmomzing sectoral as well regional
plans and ntegrating these nto a National Development Plan,

b Monitoring the preparation and the implementation of the National
Development Plan and ensuring that programs and their component
projects are appropriately synchromzed,

c Evaluating execution of National Development plans and
considering necessary changes to the programs and projects

2 To implement the duties and responsibilities as referred tom 14 1 No 1
above Bappenas shall execute the following tasks

a Evaluate proposals for infrastructure projects for implementation n
cooperation with Private Companies and ensure that these projects
are consistent with sectoral and regional plans and conform to the
national development plan,

b Evaluate the completeness and results of project pre-feasibility
studies for inclusion m the List of Infrastructure Development
Projects 1 conformity with Article 5 of Presidential Decree No 7
of 1998,

c Prepare and update monthly the List of Infrastructure Development
Projects,

J 4  BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT
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Monitor and evaluate implementation of cooperation between the
Government and the Private Sector 1n the development and or
management of mfrastructure projects

142 Role and responsibility of The Coordmnating Mimster for Development
Supervision and State Apparatus Control

1 The Coordmating Minster for Development Supervision and State
Apparatus for Control as Charrman of the Procurement Evaluation Team 1s
responsible for the evaluation of the pre-qualification and bidding process
Based on this evaluation the Procurement Evaluation Team shall render 1ts
on the decision made by the Responsible Entity,

2 The Procurement Evaluation Team role and duties mclude

a

Receving and considermg appeals from Private Parties, that sought
pre-qualification for a public private partnership project but were
not pre-qualified,

Deciding whether an appeal by a Private Company, which has not
been pre-qualified, 1s to be rejected or accepted,

Receving Bid Documents of Private Compantes, participating n
the bidding process, and the draft of the Contract Agreement, from
the Responsible Entity,

Evaluating the bidding process and scrutimzing the bid submuissions
of Private Companues to determine whether they conform with the
bid documents,

Reviewmg and evaluating the draft of the cooperation agreement
for compliance with Presidential Decree No 7 of 1998,

Deciding to approve or reject the recommendation of the proposed
winning bid by the Responsible Entity, and the draft of the
proposed Cooperation Agreement,

Receving and considering appeals from Private Parties whose bids
were unsuccessful,

Rend 1ts decision on appeals from Private Parties, whose bids were
unsuccessful

143 Role and Responsibility of the Minister or Head of the Local Government

The daily functions and duties of The Minster, Head of Institution, or Head of Local
Government may be executed lower level government entities, which mclude

1 Supporting the 1dentification of infrastructure projects that may be suitable
candidates for a public private partnership,
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Carrymg out or arranging for pre-feasibility studies to be carried out for potential
public private parmership projects,

Preparing a project feasibility study 1s recommended the use services of umts of
related technical departments for technical support,

Accepting and evaluating pre-feasibility studies based on techmcal economic and
financial feasibility, for potential cooperation with Private Companuies,

Forwarding project proposals and related pre-feasibility study report to The State
Mamnster for Development Planming / Chairman of The National Development
Planning Agency for evaluation and mclusion in The List of Infrastructure
Projects,

In the case of Regional Governments, project proposals and the pre-feasibility
study report shall be sent to Bappenas should and to related techmcal department
for techmcal review,

The related Mimster shall provide its recommendation to Bappenas on project
proposals from Heads of Local Governments 1n less than 30 days after receiving
the project proposal from the Head of the Local Government,

Bappenas shall consider including the project proposal in the List of Infrastructure
Projects after recerving the recommendation from the related technical department,

Technical departments or regional Governments are encouraged to (1) prepare and
disserminate model pre-qualification documents, model bid documents, and modet
cooperation agreements for their respective sectors to pre-qualification
participants, (11) ensure that such model! documents faciitate compliance with
Presidential Decree No 7 of 1998 and implementing regulations, and (i) carry
out related traimng and mstitutional support activities

The Role and Responsibility of the Private Sector

Private Parties mvolved 1n the development and or management of infrastructure
projects i cooperation with the Government are obliged to acquaint themselves
with regulations and laws that govern any and all aspects of carrymg out the
cooperation The participation of private parties should be 1n full and complete
comphance with Presidential Decree No 7 of 1998 Article 3 section 1 to 7, and
related implementing regulations and the provisions of this Guideline,

The role and responsibilities of the Private Company include

a Fulfilling and adherence to all pre-qualification requirements,
b Participating 1n the bidding and adherence to all requirements,
c Implementing fully and in good faith, all provisions contained m the

Cooperation Agreement
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CHAPTER 2

SCOPE OF APPLICATION OF PRESIDENTIAL DECREE NO 7/98

Sectors of Infrastructure Projects

211 Infrastructure to be developed and provision of related services which m its

212

mmplementation will be 1n cooperation with Private Compames cover the
following sectors

1 The generation, transmission or distribution of electricity,
2 The transmission and distribution of natural gas,
3 The processing and delivery of o1l and natural gas and delivery of o1l and

natural gas products,

4 The transport, storage, supply, production, distribution or treatment of
water,

5 The management of waste water and solid waste,

6 The construction and or operation of supporting facilities for freight or

passenger air, sea and rail transportation,

7 Toll roads, toll bridges, jetties, sea, river and lake harbors, airfields and
airport terminals,

8 The construction and operation of telecommunication facilities
Additions to or deletions from the above shall be decided by subsequent

Presidential Decree based on proposals from the Mister for National
Development Planning / Head of Bappenas

Form of Cooperation

221

222

223

The scope of cooperation may involve the development, rehabilitation, extension,
mamtenance, operation, and management 1n the provision of wnfrastructure and
related services

The private party should be fully and solely responsible for designing, building,
financing and operating public private partnership project and recover its costs
entirely through direct charges to the public or other users of the project facilities
and/or related services

BUMN/BUMD may enter nto a jomt venture arrangement with a private party
when the concerned government entity or BUMN or BUMD

1 Is not the Responsible Entity for the project,
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2 Is not providing a contribution to the project for reasons of necessary

government support,

3 The joint venture provides 1s cost effective,

4 Where ownership/equity in the jowmnt venture 1s limited to the fair market

value of 1ts contribution

Forms of Cooperation Agreement

Cooperation agreements include the following forms

231

232

233

234

235

236

Build Operate and Transfer (BOT) 1s a form of cooperation contract where the
Private Company shall perform construction, mcluding 1ts financing, management
and maintenance, for a certain agreed contract period, during which fees may be
levied from the user for return of the invested capital, to cover cost of operation
and maintenance, mncluding a reasonable profit At the end of the contract term all
the project assets should be transferred to the Government

Build and Transfer (BT) 1s a form of cooperation contract where the Private
Company shall perform the construction, includmg 1ts financing, and deliver the
facility after its completion to the Government, which will later pay the Private
Company accordmng to the agreed arrangement

Build Transfer and Operate (BTO) 1s a form of cooperation contract whereby the
Private Company shall perform the construction on a turnkey basis, and after its
completion transfer ownership to the Government, with the Private Company
operating and mamtainng the facility on behalf of the Government, 1n which 1t 1s
allowed to charge appropriate tolls, fees, or rentals

Build Lease and Transfer (BLT) 1s a form of cooperation contract whereby the
Private Company shall perform the construction, mcluding 1ts financing, and after
its completion transfer 1t to the government on a lease arrangement for a fixed
period of time, after which the infrastructure facility 1s automatically transferred to
the government

Build Own and Operate (BOO) 1s a form of cooperation contract where the Private
Company shall (build) perform the construction, including 1ts financing, and
operate and maintamn the infrastructure facility and related services, i which 1t 1s
allowed to recover the total investment on the project, including operating and
mamntenance cost, and reasonable profit, through charging of appropriate tolls,
fees, rentals and charges

Rehabilitate Own and Operate (ROO) 1s a form of cooperation agreement whereby
the ownership of an infrastructure project is transferred to the Private Company,
which shall perform the rehabilitation of the facility and operate 1t idefimtely

The cost of the operation and mamtenance 1s charge to the consumers through
appropriate fees
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2 37 Rehabilitate Operate and Transfer (ROT) 1s a form of cooperation agreement
whereby the mfrastructure facility 1s transferred to the Private Company for
rehabilitation, operation and maintenance, for an agreed period of ume, at the
expiry of which the facility 1s transferred to the Government

238 Develop Operate and Transfer (DOT) 1s a form of cooperation contract whereby
external to a new infrastructure facility to be built by the Private Party wntegrated
into the arrangement the Private Company 1s authorized to develop adjoining
property, through which the Private Company enjoys profit generated by such
investment

239 Contract Add Operate (CAO) 1s a form of cooperation contract whereby the
Private Company shall add capacity to an existing infrastructure which 1t 1s leasing
from the Government, operates and mantain the expanded capacity over an agreed
period of time

2310 Other arrangements not included above are considered within the scope of
Presidential Decree No 7/1998 providing such arrangements are not contrary
the requirements and spirit of Presidential Decree No 7/98 mcluding 1its
mmplementation guidelines

Scale of Infrastructure Projects

241 Indetermmng the estimated value of a project for the purpose of the application
of full competitive bidding, the highest of the following estimates will be used

1 Design and construction cost, and acquisition of land, or

2 Discounted present value of 10 years of estimated future gross revenue
from the project, or

3 Discounted present value of 10 years of estimated future lease payments
payable (or amortization) for the use of project facilities, or

4 Discounted present value of 10 years of estimated subsidies payable by the
Responsible Entity to the Private Party under the project

2 42 The discount rate that shall be used to calculate the estimated present value as
referred to mn article 2 4 1 1s the Certificate Bank Indonesia rate for 3 months

maturity prevailing on the day determined by the Responsible Entity or other such
discount rate determined by the Responsible Entity

2 43 All mfrastructure projects to be developed and or managed in cooperation with a
private party shall be histed m the List of Infrastructure Development Projects
before executing the pre-qualification process Projects having an estimated value
less than Rp 50 billion may follow a simplified bidding process and (see Chapter
4 article 4 5 1) and shall be reported to Bappenas not less than 30 days before
pre-qualification
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Bappenas shall review the estimate of the project value The estumated value by
Bappenas will be used to determine whether a project may be processed through
simplified bidding process or not

Identification of Infrastructure Projects

251

252

253

254

255

256

257

Line-mimstries and local governments shall make medmum -and long-term plans
for development of mnfrastructure within its domain of responsibility

The 1nfrastructure development plan made by line-mumstries and local
governments shall be forwarded to Bappenas for integration into the national
development plan

Identification of mnfrastructure projects for cooperation with a private party by a
government entity should be based on the plan, which 1s coordmated to national
development program Changes or additions to the existing program and processed
according to existing rules

Pre feasibility studies of mfrastructure projects may be financed by government
funds (APBN/APBD), government enterprises (BUMN/ BUMD), or private
enterprises The cost of pre feasibility study may be included as a component of
the project cost

Any pre feasibility study of mfrastructure planned by the Government for
cooperation with a private party should focus on project outcomes rather than
mputs

The following factors shall be considered by Responsible Entittes 1n identifying
projects considered for public private partnerships

1 There 1s an established economic and social need (or demand) for the
project facilities and related services,

2 Existing mfrastructure facilities are unable to satisfy the identified
economic and social need, and

3 The project will mtegrate with existing facilities and mmprove the utilization
of those existing facilities

In designing a pre-feasibility study, the responsible entity should

1 Be clear about the objectives of the project and what the project 1s intended
to achieve,

2 Emphasize the expected outputs of the project and how those outputs
enable the project objectives to be achieved,

3 Clearly distingmish the expected project outcomes from the engmeering and
detailed design aspects of the project,
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4 Carefully consider and specify types of incentives that may be employed to
ensure that the private sector consistently delivers services on time and to
specified standards, and

5 Ensure that the pre-feasibility 1s m conformity with sectoral, regional
planmng objectives, and with techmical and environmental standards

2 58 In appraismg the results of a pre-feasibihity study, the Responsible Enuty will need
to establish that

1 The project has the potential to provide better services or outcomes to an
equal mvestment or at a lower cost for the same services of the same type
of project,

2 The requirements (1f any) for government support are adequately justified,

3 Is the best choice of from several available alternatives,

4 The pre-feasibility study has identified a clear case for why private

mnvestors may be interested m the project,
5 The project 1s mutually beneficial to all parties
Bankabihity, Government Support, and Unbundhng of Projects

2 6 1 Public-private partnership infrastructure projects should i principle be financed
solely by the private party

2 6 2 The Government may consider providing support or facilities for the
implementation of the project after careful considerations Government support
shall be provided only to the extent necessary to facilitate the financial viability
and bankability of the project

2 6 3 Such Government support may not be greater than what 1s needed by the private
party so for the private party to gain a reasonable profit on the investment made

2 6 4 The determmation of the amount of Government support should done 1n an open
and transparent manner 1n 1ts application should be carried out n an accountable
fashion

2 6 5 Government support may be arrange through unbundling of the project mnto
smaller projects, wheremn the Government will execute one of the components,
while the other components will be the responsibility of the private party, which
mclude mamntenance and operation cost of the component, which the Government
18 responstble for

2 6 6 If Government Support can not be provided through unbundling of the
infrastructure project for implementation by the Government alone as referred
above mn 2 6 5, Government support may be given in the form of subsidy to tariffs
so to make the affordable to individual consumers
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267 The form of unbundling of the infrastructure for Government support purposes as

268

269

2610

2611

2612

referred to n 2 6 5 may be proposed by the Responsible Entity to Bappenas
through mclusion m the pre feasibility study

Bappenas may include Government support commitments, as referred to 1n article
2 6 7 above, m the List of Infrastructure Development after recerving approval
from the Miustry of Finance

Government support may be provided i the form of land or other assets
Government support in the form of equity should be delivered 1n a timely manner
Transfer of assets to the Private Party should follow existing laws and regulations

The Government should guarantee that permuits related to the implementation of
the public-private partnership could be obtained without delays so not to mcur
risk (cost, time) to the private party

A responsible entity may also consider bundling several smaller projects to
create a single larger and more bankable project

Elucidation

A project 15 bankable when the expected financial returns from the project
1s sufficiently ensured and risks clearly allocated between the Responsible
Entity, the Private Party and third parties,

Government support and unbundling are two strategies that are generally
mmplemented to enhance the project financial viability, clearly allocating
risks, and making 1t more attractive to the Private Party or creditor,

a Some projects, which consist of a number of components, may not
be attractive to the private sector for certain reasons If unbundled
into several components the financing structure will be clearer, and
risk allocation more certain Unbundling allows the Private Party to
select components, which are profitable, while components, which
are not profitable, will be the responsibility of the Government
Unbundling allows a project which 1s not attractive to the private
sector to be made more attractive,

b The purpose of Government support to cooperation projects 1s
enhancing the financial viability of a project Government support
may take the form of guarantees, provision of assets, facilities,
equity or subsidies By these measures projects which were not
attractive could be made more attractive to Private Parties

Unbundling and Government support are costs to the Government and
should therefore be avoided unless 1t 1s urgently needed,

For some projects sometimes bundling these mnto a single project
functionally or by economic scale will be more profitable In bundling
some projects services could be provided more efficiently to the consumer
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society An example 1s water supply projects mn a number of level II
districts, where the source of bulk water and the service area could cover
more than one level II region

Unsolicited Project Proposals

271

272

273

274

275

276

277

278

279

The Private Sector 1s given the opportunity to use resources within 1ts reach to
imtiate a pre feasibility study of the development and or management of
infrastructure, financed by and on 1its own responsibility The result of the pre
feasibility study may be proposed to the Government for consideration as an
mfrastructure project

The Government may take follow-up measures or reject the project proposal

If the Government considers the project proposal viable for follow-up measures,
the Responsible Entity shall present the proposal to Bappenas for mnclusion in the
List of Infrastructure Development Projects

Inclusion of project proposal mitiated by a Private Party should also be
accompanied with the cost of the pre feasibility study and or the value of the
mntellectual property right

On written request from the project mtiator, the government may provide
confidentiality as to the content of the pre feasibility report Guarantee for
confidentiality may be given only when there are strong grounds for 1t

The Government may negotiate as to amount of the preference points, which could
be given to the project mtiator at the bidding process The allocation of
preference points to the project mitiator should be made public at pre bid
conference

If the pre feasibility study contains a valid intellectual property right, this
component should be stated clearly 1n the project proposal The Government may
consider negotiating purchasing the mtellectual property right The Private Party
shall clarify transparently and m detail as to why the mtellectual property right
needs to be given value and to be bought

Any bidder may use the pre feasibility study or the intellectual property rnight for
which the preference pomts or value has been agreed upon The cost of the pre
feasibility study and of the purchase of the mtellectual right should be included as
a cost component of the project and should be born fully by the winmng bidder

If no agreement can be reached the negotiation for preference pomts to be

recewved of the mutiator or, on the value of any intellectual property right, the
Government may arrange for a bidding process pre feasible study, the Government
may decide on arranging an open bidding for execution of a pre feasibility study
of the project, in which the former Private Party may participate and offer again
the pre feasibility results
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CHAPTER 3

EVALUATION OF INFRASTRUCTURE PROJECT PROPOSALS

AND THE PRE FEASIBILITY STUDY

The National Development Program for Infrastructure

311

312

314

315

The program for development of infrastructure at sectoral and regional level
should be related to the stages of development, which as related to the national
development program

Under Keppres No 7/1998, 1t 1s assumed that ALL infrastructure projects will be
considered mutially for public private partnerships It 1s only where a Responsible
Entity can clearly demonstrate that a proposed project 1s unsuitable for the private
sector will Bappenas consider the project for public sector financing (and
therefore, listing 1 the Blue Book)

Bappenas will ensure that all proposals for infrastructure projects, whether
proposed as cooperation projects with the private sector, or as public sector
projects not mvolving the private sector, are consistent with, and relevant to,
overall national planning objectives and are of a type, size and location that will
maximize economic and social development opportumties, and avoid creating
mmbalances with existing infrastructure facilittes, and mimmize imbalances across
regions

Projects proposed to be financed by government budget (APBN/APBD), including
foreign aid, prior to the allocation of funds or mnclusion 1 the Blue Book,
Bappenas shall satisfy 1tself on the following aspects

1 That the Responsible Entity has thoroughly and exhaustively examined all
possibilities for developing such projects as cooperation projects with the
private sector, and

2 That sufficient evidence exists that private sector interest 1n such projects
1s unhikely

Infrastructure projects that Responsible Entities have proposed as cooperation
projects between the Government and private sector, shall have the potential to
attract the private sector satisfies the requirements of Keppres No 7/1998 Article
5

Infrastructure projects approved by Bappenas for cooperation between the
Government and the private sector shall be histed 1n the List of Infrastructure
Development Projects

Public Private Partnership Center (PPP Center)

321

To encourage and develop cooperation between the Government and private
parties for the development and/or management of mfrastructure, the Government
may establish a Public Private Partnership Infrastructure Development Center by a
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Decree of the State Mimister for National Development Planming / Chairman of

BAPPENAS

3 2 2 Functions of the PPP Center

1

The PPP Center 1s to be a core advisory services unit to provide
contmuous assistance on all aspects of preparation and implementation
of mfrastructure cooperation projects between the Government and the
private sector, to

a

Establish an efficient mechanism for development of cooperation
between the Government and the Private Sector,

To develop a reservorr of expertise and knowledge for development
and or management of infrastructure,

The PPP Center will have the following functions

a

Assisting the State Mimster for National Development Planning /
Charrman of BAPPENAS 1n formulating policies and strategies to
increase the number and types of projects that will be developed
for cooperation projects between the Government and Private
Sector,

Providing recommendations and support to Techmnical Departments
and Non-Departmental Institutions i consohidating resources for
development of transactions,

Interfacing the private sector developers with financial mstitutions,
facilitating information traiming needs, and knowledge development
for both the public and private sectors, and providing high quality

professional expertise, where required,

Supporting Bappenas 1n 1ts coordinating role for addressing cross-
sectoral 1ssues of policy and process development, such as
refinement of Government policy on cooperation between the
Government and the Private Sector, and on legal regulatory
framework

Mimimum Requirements for the Pre-feasibility Study

The following mumimum procedures for the preparation of a pre-feasibility study for a
project to be procured using simplified competitive bidding shall be adopted

331 The descriptions and techmical specifications shall include all relevant components
of the project

332 The prelminary cost estinate shall include all relevant components of the project
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333

334

335

336

337

338

339

3310

3311

3312

3313

The financial analysis shall be appropriate for the scope of the project and
population to be served

The project specifications shall meet adequate mimmum design and performance
standard

Clear 1denttfication of the area and population to be served by project

A sumplified demand analysis consistent with the scope of the project and the
population to be served

Appropriate project costing enhancement measures to be born by the project
Responsible Entity, mcluding but not imited to subsidies, guarantees, take-or-pay
contracts and concession finance

A smmplified environmental impact analysis identifymg potential adverse mmpact on
the environment arising from the project and mitigation measures {0 be taken

A sumplified social assessment that identifies the project’s requirements for
resettlement and compensation for parties that would adversely be affected by the
project and need to be relocated

An implementation period, which shall be reasonable and appropriate to the
scope and complexity of the project

Identification of the economic and social costs and benefits of the project using
an appropriate and acceptable methodology

An assessment of attractiveness of the project to private enterprises

A complete listing of approvals required as preconditions for implementation of
the project, including environmental analyss, resettlement requirements,
relevant government permits and licenses and the status of comphance with such
approval requirements
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CHAPTER 4
PRE-QUALIFICATION AND BIDDING PROCEDURE

General Requirements

411

412

417

418

419

All public-private partnerships project shall be processed through an open
competitive bidding procedure

Pre-qualifying the mterested parties shall precede an open competitive bidding
procedure See part 4 2 of this chapter Only those parties who are successful m
the pre-qualification may participate m the open competitive bidding process

As stipulated 1 the Annex to Presidential Decree No 7 Year 1998, projects that
have an estimated value equal to or greater than Rp 50 bilhion are subject to full
competitive bidding processes as detailed 1n part 4 3

Projects that have an estimated value of less than Rp 50 billion may be processed
through a simphified open competitive biddmg as detailed in part 4 5 of this
chapter

The project value 1s determined by criteria outhmed m Chapter 2, part 2 4 1 and
242

Subject to the project type or project sophistication or the status of the preparation
of the pre-feasibility study, the open and full competitive bidding shall be subject
to one the following procedures

1 One stage bidding procedure (see part 4 3),
2 Two stage bidding procedure (see part 4 4),
3 Smmplified competitive bidding procedure (see part 4 5)

In general open competitive bidding can be arranged through a one stage
bidding procedure or two-stage bidding Simplified bidding procedure may be
implemented only n special circumstances

The Responsible Entity of an infrastructure project covering a Level I regional
area will be the Head of the Level II Regional Government

The Responsible Entity of an mfrastructure project covering more than one Level
II regional area will be the Head of the Level I Regional Government

The Responsible Entity of infrastructure projects at regional level shall make
optimum use of resources of regional vertical line-agencies Regional vertical line
agencies shall report the development of cooperation projects to their relevant
Technical Department
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The Responsible Entity shall establish a Bid Evaluation Team to execute the
bidding process The Chairman and members of the Bid Evaluation Team shall
consist of competent professionals with high integrity stature

To momtor and control execution of the project, the Responsible may install a
special work unit

42  Pre-qualfication

4 21 Pre-quahfication and Bidding Participants

1

The criteria that are developed and applied to the pre-qualification process
should favor the pre-qualification of organizations that are recognized as
providers of sumilar infrastructure services with a dedicated staff and
management to carry out the functions The pre-qualification of private
parties whose principal activity 1s construction should be avoided or
minimized

Any private enterprise, domestic or foreign, permutted to operate 1n
Indonesia, and satisfying the criteria for pre-qualification may participate
in the pre-qualification

Pre-qualification shall be based upon the competency of the mterested
Private Party

Any private enterprise that passed the pre-qualification, domestic or
foreign, may participate in the open competitive bidding without additional
restrictions

A foreign enterprise successful in the bid shall form an Indonesian legal
entity as a requirement for signing the Cooperation Agreement

4 2 2 Pre-qualification Procedures

1

The project Responsible Entity shall arrange pre-qualification of private
parties, which will participate n the bidding for the development, and or
management of infrastructure

The project Responsible Entity shall prepare the pre-qualification
documents and the evaluation criter1a in Indonesian and English

The project Responsible Entity shall advertise the mvitation for pre-
qualification 1n the printed and electronic mass media, Advertisement of
the mvitation shall be in Indonesian and English

Invitation for pre-qualification shall be advertised by the project
Responsible Entity not before than 7 days following receipt of notification
that the project 1s accepted for inclusion 1n the List of Infrastructure
Development Projects
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The project Responsible Entity shall forward copies of the pre-qualification
documents to all interested private parties

The project Responsible Entity shall provide clarification on matters
related to the pre-qualification documents Clarifications given shall be
communicated to all parties and be an mtegral part of the pre-qualification
documents

The project Responsible Entity shall only accept pre-qualification
documents submutted not later than 60 days after the date of advertisement
of the mvitation

The project Responsible Entity shall evaluate the applications for pre-
qualification based on pre-specified criteria stipulated 1n the pre-
qualification documents

The project Responsible Entity shall notify m writing all private parties on
the results of the pre-qualification Unsuccessful candidates will be
clarified on the reasons for failing to pre-qualify

Disqualified participants may appeal to the pre-qualification results based
on objective reasons Appeals on the pre-qualification results should be
submuitted to Procurement Evaluation Team not later than 15 days after
announcement of the pre-qualification results

The notification of pre-qualification results should be made within 30 days
following the closing date of the application

4 23 Pre-quabification Criteria of Private Enterprises

Pre-qualification criteria to be met by the private parties include

1

The Private Party should have the required professional and technical
qualifications, competency, financial resources, equipment and physical facilities,
managerial capability, reliability, experience and reputation, and qualified
personnel to carry out the project, covering

a

Experience and performance in similar projects n the past with signed
references from past customers or project owners,

Guarantee 1 employng suitable experts on a continuous basis 1 project
executron, which could be evaluated from their curriculum vitae,

Guarantee for availability of equipment owned or to be rented mn
accordance with technical requirements, 1 a written statement,

Written guarantee of available financial resources needed for project
implementation

The private enterprise shall have knowledge of existing laws
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The private enterprise shall not be msolvent, nor 1n a financial condition that will
mterfere 1n the execution of the project, and nor be subject to any mjunctions or
other legal restrictions on 1ts operations

The private enterprise has fulfilled its taxation obligations to the State

The Executive or staff of the Private Party have not been convicted of a criminal
act, or have not made false statements as to their qualifications 1n entering the
cooperation agreement for a period of 5 years preceding the commencement of the
Cooperation Agreement

The Responsible Entity shall not establish criteria, requirements or procedures that
are not contrary to Indonesian law

The Responsible Entity may disqualify any private enterprise participating 1n the
pre-qualification 1if 1t finds at any time that information submutted for pre-
qualification was materially mnaccurate or materially mcomplete, which impede
project implementation

The pre-qualification documents shall include as a mmmum

a Instructions for preparing and submitting applications for pre-qualification,

b A summary of terms and conditions of the cooperation agreement to be
entered 1into,

c Documentary evidence or other information that must be submutted by the
Private Party to the project Responsible Entity to demonstrate their
qualification,

d The form and place for submission of the application for pre-qualification

and the deadline for the submission

424 Pre-quahfication Proceedings

1 The Responsible Entity shall, in making a decision with respect to the pre-
qualification of participating private parties, only apply the criteria set
forth m the pre-qualification documents and additional mutually agreed
criteria by the Responsible Entity and all participating enterprises

2 Disqualified private enterprises may appeal to the Procurement Evaluation
Team, with a copy of the appeal letter sent to the Responsible Entity

3 The Procurement Evaluation Team shall render 1ts decision on the appeal
through the Responsible Entity within 30 days of receipt of the appeal
letter, with a copy the Private Party The decision of the Procurement
Evaluation Team 1s final and binding
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43  One stage Bidding Procedure (Full Competitive Bidding)

431 The Bid Documents Bundie

1

The Responsible Entity shall prepare the bid documents and bid evaluation
criteria

Weighted factors or numeric values used for ranking determination of
bidding valuation shall be clearly defined

The bid documents shall clearly stipulate the rules of bidding

All bid documents shall be prepared in Indonesian and i Englhish
The bid documents bundle shall include

a The mvitation to bid from the Responsible Entity,

b The pre-feasibility study of the project, listed m the List of
Infrastructure Development Projects,

c Bid conditions and regulations which should be met by the private
parties,
d The draft of the Cooperation Agreement, including the general and

specific terms which should be included theremn (see Chapter 5),

e A copy of the bid form,

f A pro-forma bid bond the amount of which 1s set by the
Responsible Entity,
g A pro forma performance bond the amount of which 1s set by the

Responsible Entity,

h Appendixes contammung additional relevant information, such as
economic, social, demographic, and environmental data, and other
relevant documents, which the Responsible Entity considers to be
needed by the bidder in preparing its bid

4 32 The Conditions and Rules for Bidding

The mstructions to the bidders mcludes

1 A general description and project objectives, mncluding the scope and expected
output, the population to be served, the mmmum design and performance
standards, and environmental standards
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433

The bid submussion procedure, mcluding the date, time and place for bid
submuisston, the bid guarantee, the bid vahdity period, and the formality of bid
submission

The principles for setting and adjustment of tariffs, tolls, fees, charges, and
rentals

The use of Indonesian and foreign currencies in cost estunation
The scope and extent of public support 1n the project umplementation

A clear allocation of risk as to the parts of the Responsible Entity, the Private
Party, as well as third parties

The estimated tune, date, and place for a pre-bid conference
Invitation for Bids and the Pre-lid Conference

The Responsible Entity shall mvite all successful pre-qualified private enterprises
to participate n the bidding and distribute the bid documents, the criteria for bid
evaluation, and the draft of the cooperation agreements to the parties for preparing
their bid documents

The Private Enterprise has the right to request to the project Responsible Entity
for clarifications on the bid documents The request for clarification shall be
submutted i writing before the pre-bid conference

The project Responsible Entity shall respond to all questions from bidders, written
as well as orally, which shall be given n the pre-bid meeting

In case further clarification to be the bid document are still needed, the private
parties are given a final opportunity to forward 1n writing questions on
clarifications of the bid documents

The project Responsible Entity shall provide clarifications to such requests These
clarifications shall be provided other bidders by the Responsible Entity as an
addendum to the bid documents and to be an integral part of the bid documents

A period of not less than 90 days shall be allowed by the Responsible Entity from
the date of 1ssumng the bid documents for preparation of the bids This period may
be extended 1f these are strong reasons for extension

The Private Party participating in the bidding shall have a comprehensive
understandmg of all the conditions laid out mn the bid documents, The Responsible
Entity shall not be responsible for any mustake or misunderstanding made by the
Private Party participating in the bidding

The project Responsible Entity shall hold a pre-bid conference not earlier than 21
days and not later than 45 days following the receipt of mvitation and the bid
documents by the private parties
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The project Responsible Entity shall prepare a Pre-bid Conference Report after the
pre-bid conference, which shall be signed by the Bid Evaluation Team and
countersigned by at least representatives of the bidders

The time, date, and place of the pre-bid conference shall be noufied by letter or
facsumile to each bidder Each bidder shall be notified by letter or facsimile as to
changes to the tume, date, and place of the pre-bid conference

The Responsible Entity shall not make material changes to the content of the bid
documents, unless made as a written amendment thereto and notified to all
bidders

Submussion of Bids and Bid Opening Procedure

The Responsible Entity shall securely keep and protect the bid documents, and
shall not open the bids submitted by the private parties until the time, date and
location specified by any extension of the deadline for submission of bids

The Responsible Entity shall return all the bid documents unopened to the bidder
if the Private Party did not submut 1ts bid by the specified time, date and location

The company profile m the bid documents shall fairly represent the current status
of the company

If less than three bids are submutted, the bidding shall be declared canceled The
Bid Evaluation Team shall make a Bid Cancellation Report signed by the Bid
Evaluation Team and at least two representatives of the bidders

The project Responsible Entity shall prepare a Report of the closing of the
submussion of bid documents signed by the Bid Evaluation Team and at least two
representatives of the bidders

The project Responsible Entity shall invite and allow official representatives of the
bidders to attend the event of the opemung of the bid documents

Bidders may be requested at the bid opening to extend the validity of therr bid
without modification to the bid This should be confirmed 1n advance at the pre-
bid conference Bidders who do not wish to comply with this may have their bids
returned together with therr bid bond

The Responsible Entity shall announce to those persons present at the bid opening
the name and address of each bidder whose bid 1s opened and shall record this
announcement together with the names of all persons present in the record of the
bid proceedings, signed by the Responsible Entity and at least one representative
of the private parties present

The private parties participating m the bidding are not allowed to make corrections
changes or replacements to their bid after the bids have been opened
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The Bid Evaluation Team shall not disclose any information related to the
evaluation result of the bid documents and the recommendations of the bid winner
until the bid winner 1s officially announced

Initial Examinations of Bid Documents

At the time of bid opening, all bids received by the deadline for submission will
be examned to determine the responsiveness of each bid to the bid documents

If any of the requirements 1s not included 1n the bid, the bid shall be rejected
Results of the screening as to fulfillment of bid requirements shall be recorded 1n
the Report of the Bid Opening proceedings

Bid Evaluation
Each member of the Bid Evaluation Team shall independently evaluate and
compare the bids Evaluation of each member of the Bid Evaluation Team shall be

discussed to determune ranking and the bid winner

The Responsible Entity may request clarification from the Private Entity on 1ts bid
for evaluation purposes without making any changes to the bid

Based on the above evaluation results, the project Responsible Entity shall
recommend the award of the cooperation agreement to the bidder, who’s bid 1s
ranked highest

The results of evaluation as referred m pownt 1 above shall be recorded n the Bid
Evaluation Report

Admmistrative Evaluation

Admmistrative evaluation 1s executed covermg the following considerations

1

The structure of capital ownership or company board which show that not all
bidders are under one capital ownership or company board, so that there will be
no collusion between the bidders that can of be of disadvantage to the
Government

Bank reference that shows that the Private Party 1s a bank client of good standing
or 1s financially supported by the (bank) creditors 1n cooperation project

The bid bond and the bid are 1n compliance with specified requirements in Bid
Documents

Other important documents such as Documents of the Company Foundation,
operation permit, tax documents, are accurate, clear and i compliance with
existing regulations and laws
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Technical Evaluation of Bids

Technical and performance plans evaluation mclude

1

439

The mummum design requirements of the basic design which meet the
specifications stipulated n the bid documents

The engineering surveys and techmical plans shall be reasonable and the
implementation schedule shall be achievable

The proposed organizational arrangement, and subsequent operations and
maintenance shall be clear and unambiguous and ensure that the actual
performance shall conform to specified performance standards

Financial Evaluation of the Bids

Financial evaluation of the project shall only be done if the bid fulfill techmical
and performance standards as specified m the bid documents, which mnclude

a The financing plan should be complete and cover all construction costs of
the project and 1ts mitial operation,

b Availability of contingent financing arrangements to cover possible cost
overrun or delays, or deficits 1n the cash flow shall also be shown

Financial evaluation shall be made to ensure that adequate provision 1s made for

a Staffing positions and costs,
b Operating and maintenance costs,
c Adequate working capital (including among others things, accounts

recervable, spare parts and other inventory, accruals and prepayments),

d Replacement and renewal of equipment during the development and
operation period,

e Licenses, permuts and related payments,
f Income taxes and other taxes
Financial evaluation of bids which also includes

a Evaluation of the financial proposal shall use "the present value financial
discounting” method,

b Tariff discounts to be used 1n the evaluation process 1s the Bank of
Indonesia Certificate rate for 3 months maturity that prevails on the day
the bids are opened, or other discount rate approved to be used for
cooperation agreements between the Government and private parties,
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c Financial flow used 1n the bid documents should be consistent with the
mummum techmcal design and performance standards, plans, and
specifications defined in the bid documents,

d The financial flow of all bids shall be evaluated over the same period
(concession period) that 1s specified 1n the bid documents,

e Bids that show cash flows that are less than or greater than the period
specified 1n the bid documents shall be disqualified,

f The currency for bid comparison shall be the Indonesian Rupiah

g Where components are quoted i foreign currency, exchange rate used for
comparison of bids in Indonesia Rupiah should be the Bank of Indonesia
mean exchange rate for 1 (one) month maturity that prevails on the day the
bid submission 1s closed or another date specified 1n the bid document,

h All bids shall be carefully examined by the Responsible Entity, to ensure
that the demand projections and growth rates underlying the analysis are
reasonable and consistent with the pre-feasibility study projections,

1 Tariff assumptions shall be consistent with those in the bid documents,

] Any Government support that 1s mcluded m the financial proposal shall be
clearly and accurately indicated and posted n the analysis,

k The project implementation schedule shall be consistent with the cash flow
contamned m the financial analysis,

1 All debt service, financing arrangements, mterests and amortization of debt
shall be properly indicated and accounted for in the financial analysis

4 310 Evaluation by Procurement Evaluation Team

1

The Procurement Evaluation Team shall evaluate the bidding process implemented
to check whether 1t fulfills existing regulations and requirements specified 1n the
bidding documents

In the case that bidding does not follow the regulations and requirements as
specified, the Procurement Evaluation Team shall reject all bidding results and
request the Responsible Entity to reconsider and re-evaluate the bidding process,
or arrange another bidding process

In the case that the Procurement Evaluation Team accepts the result of the bidding
process, the Procurement Evaluation Team shall inform the Responsible Entity 1n
writing of its approval

In the case that the Procurement Evaluation Team did not approve the appeal by
the Private Party unsuccessful n the bidding, within 30 days simnce receipt of the
letter of appeal, the Procurement Evaluation Team shall inform the project
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Responsible Entity to continue with the implementation of the project, with a copy
to the bidder which present the appeal

The evaluation of the Procurement Evaluation Team 1s final and binding
Determmnation of the Winning Bidder

The Bid Evaluation Team shall report to the Responsible Entity the result of bid
ranking If the three highest ranked bids differ only by a small amount, the Bid
Evaluation Team shall provide its evaluation on the strength and weakness of each
bidder and recommend the winner

The Responsible Entity shall in principle decide on the bid winner based on the
highest rank bidder result of the bid evaluation The Bid Evaluation Team shall
mform all bidders of the results of the evaluation

Within 120 days of the bid closing date The Responsible Entity shall submut to the
Procurement Evaluation Team the bid results and the recommended bid winner,
all bid documents, the draft of the Cooperation Agreement to obtain confirmation
as to the bidding process

If the Procurement Evaluation Team evaluates that the procedure and process
complies with the specifications, and there 1s no appeal from other bidders, and
that the draft of the Cooperation Agreement fulfills minimum requirements and 1s
of advantage to the people, the Procurement Evaluation Team shall render 1ts
approval

Signing of the Cooperation Agreement

If the Procurement Evaluation Team approves the bidding results and the draft of
the Cooperation Agreement, The Responsible Entity may negotiate with the
successful bidder to agree on details and n reaching the optimal results for the
people, prior to the sigming the Cooperation Agreement

If the Private Party fails to sign the cooperation agreement or fails n to provide
the performance bond for the cooperation agreement, the Responsible Entity 1s
entitled to cancel the bid results without returning the bid bond of the winner

If the Private Party fails to sign the cooperation agreement, the Responsible Entity
may select the second ranked winner after consulting with the Procurement
Evaluation Team This kind of reselection may only done up to the third ranked
bidder In the case the Procurement Evaluation Team do not give its approval, a
new bidding shall be arranged The bid bonds of the second and third ranked
bidder shall be returned not later than 7 days after sigming of the Cooperation
Agreement or decision has been made to arrange a new bidding process

The responsible entity shall return all the bid bonds to all the unsuccessful bidders
not later than 7 days after the project Responsible entity has informed the bidders
of Procurement Evaluation Team approval of the bid winner
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Appeals on Bidding Results

Private parties that were not successful mn the bidding may appeal to the
Procurement Evaluation Team, providing strong arguments and proof, within 15
days after recerving notification of the winner from the Responsible Entity

The Procurement Evaluation Team shall evaluate the appeal based on the process
and procedure of the bidding

Within 30 days following receipt of the appeal submission, the Procurement
Evaluation Team shall give 1ts decision, which shall be final

The Bid Evaluation Report

The project Responsible Entity shall submit a Bid Evaluation Team Report to the
Procurement Evaluation Team consisting of the Bid Submuission Closing Report,
the Bid Opening Report, the Bid Evaluation Report, for evaluation of compliance
of the bid process and procedure

The Bid Evaluation Team Report shall contain the following mmmum
information

a The bid proceedings detailing each step of the bidding process 1n accurate
chronological order,

b The bid evaluation criteria,
c A list of all pre-qualified bidders,

d A hist of all pre-qualified bidders that submtted bids,

e A Dist of all bids that were rejected and the reasons for rejection,

f A list of all bids that were subjected to evaluation and the ranking of those
bids, and

g The recommended successful bidder

The project Responsible Entity shall not make undertakings or sign a Cooperation

Agreement with the nominated bid winner until after approval from the
Procurement Evaluation Team has been obtained

44  Two Stage Bidding Procedure

441

1

Considerations for Two Stage Bidding

In general the normal method of procurement for the majority of cooperation
projects will be One-Stage bidding Two Stage bidding 15 to be viewed as the
exception rather than the general situation
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Two-stage bidding needs to be considered when the project exhibits one or more
of the following characteristics

a Techmically the project 1s highly complex and requires technical
specifications to be developed, available technical specifications are not
definite or mcomplete, and need to be further developed The available
criteria can be used to conduct a first stage bid The first stage bid 1s
aimed at choosing technical specifications which 1s complete,

b Several distinct and/or competing technologies are available The first
stage bid 1s aimed at choosmng the most appropriate technology to be used
for the project, which will benefit the people the most n the long run,

c Where the value of the project and 1ts scale 1s of such a magmtude that
failure of the project could affect public safety, the environment, or the
economy as a whole The first stage bid 1s aimed at selecting the Private
Party, which 1s eligible to execute the activities with the least risk

The following situations are examples where two-stage bidding shall be
implemented

a A major arr traffic control system, where satellite based communication
and navigation technologies may be used, or a more conventional approach
such as radar and ground based facilities may be used , or

b Construction of transportation facility across Sunda Strait Three options
may be feasible, a suspension bridge, a tunnel, or a combmation of both,

c A major power transmission project with an estimated value of more than
US$500 mullion)

The decision to adopt One-Stage or Two-Stage bidding shall be made after the
completion of feasibility study, m consultation with Bappenas, prior to obtaining
approval for the project to be included on the List of Infrastructure Development
Projects

After mclusion on the List of Infrastructure Development Projects, the project
Responsible Entity shall establish mutial techmical performance criteria and
technical specifications, The Responsible Entity 1s recommended to engage a Panel
of Experts to develop the mitial technical performance criteria and techmical
specifications for the project It 1s strongly emphasized that 1n establishing such
technical criteria and standards that the focus 1s on the output expected from the
project, 1 e to establish the mmimum operating and performance requirements of
the project, and not on the technology itself

Based upon the operating and performance requirements of the project, bidders
will be mvited to submut interest in the pre-qualification for the project

All specified requirements for One-stage bidding shall apply, apart from the one
stage bidding procedure
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The pre-qualification documents shall mclude a full descripuion of the operating
and performance requirements of the project, and clarify that

a After pre-qualification, the pre-qualified bidders are mvited to submat
unpriced technical proposals,

b The project Responsible Entity will review each of the unpriced techmical
proposals It 1s recommended that the Panel of Experts assist in this
review,

c After review by the project Responsible Entity, the unpriced technical

proposals will be discussed with the bidders (and with Panel of Experts if
needed), to formulate the baseline for techmcal performance standards and
other techmical aspects of the project, and

d Pre-qualified bidders will be asked to submut bids conforming to the agreed
baseline technical standards, which should be i full compliance with the
requirements for one stage open full competitive bidding See part 4 3 of
this Chapter

45  Smphfied Competitive Bidding Procedure

451 Considerations for Simplified Bidding

1

Simplified bidding procedures may be implemented for development and or
management of mfrastructure projects with an estimated value of less than Rp 50
billion

Simplified bidding procedures are aimed at achieving a more efficient and
economic procedure and bidding process for smaller projects

Simplified bidding procedures may be implemented on approval from the relevant
Mimster or Head of Regional Government, who shall stipulate the simplified
procedure

The Minster, Head of Institution, or Head of the Local Government, 1n applymng
simphified bidding procedures, shall be fully responsible for the implementation of
the mam principles of Presidential Decree No 7/98, mn particular as to openness,
competition, and focusing on protection of the people’s rights

Simplified bidding procedures are apphed to reduce admimstrative and speed up
the process

Simplified bidding procedures shall not be applied to projects resulting from
unbundling

Estimation of the project value shall be based stipulated 1n article 2 4 1 mn Chapter
2

J 30 BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT



CHEMONICS INTERNATIONAL INC

CHAPTER 5
PREPARATION OF COOPERATION AGREEMENT

51  Preparation of the Draft Cooperation Agreement

511 The Cooperation Agreement defines the rights and obhgations of the parties

512

that embark on a cooperation for an agreed period of time The cooperation
for the development and or management of infrastructure between the
Government and the Private Party is based on the expectation that

1 Such a cooperation will be done with good mtentions, 1n an environment
of mutual trust and openness for the jomnt benefit of the public and the
private party,

2 The benefits, risks and obhigations associated with a public private
partnership will be fairly balanced between the Government and the Private
Party, and

3 That no side obtains an unfair advantage from the other side

The Cooperation Agreement plays an important role and will the guide 1n the
implementation of the cooperation The cooperation agreement shall be
constructed and developed 1n such a way that it facilitates i the processes of
monitormg of performance and adherence to the Cooperation Agreement The
Responsible Entities need to ensure that a Cooperation Agreement contains
the following mmimum provisions (in conformity with the requirements of
Keppres No 7/1998 and Mimsterial Decree No 319/1998)

1 The scope of activities covered by the Cooperation Agreement,
2 The duration of the Cooperation Agreement,
3 Provisions for taniff, tolls, fees, charges and rentals, including principles

governing their adjustment Such provisions shall be based on  (a)
establishing a fair balance between the interests of the consumer society
and the private party, (b) providing the private party with an opportunity
to earn a reasonable rate of return on 1t’s mnvestment, and (c) providing
mcentives for efficiency n investment and operation,

4 The quality and performance standards, or outcomes expected from the
project, which must logically relate to the scope of the activities
contemplated under the Cooperation Agreement,

5 A clear identification and allocation of risks between the Responsible
Enuty (the Government), the private party, and other parties such as users,

6 The form, amount, and extent of Government support to be provided to

cooperation project, mcluding the institution which 1s responsible for
providing the Government support,
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11

12

13

14

15

Conditions that define default of the Cooperation Agreement and the
remedies available to the parties for non-compliance with obligations and
responsibilities agreed upon,

Rights and obligations under the contract in the case that the rights and
obligations of the contract may be assigned from a BUMN to the
Government or that the rights and obligations may be assigned from one
Private Party to another party,

Amendments and changes of scope to the Cooperation Agreement,

Resolving of changes to the cost and/or implementation schedule which
cannot be foreseen and the forum for resolving these matters,

Dispute resolution mechamsms and the processes and institutions that may
be mnvolved These may include international arbitration or any other
means allowed under the laws of Indonesia, and agreed upon by the
parties,

Reversion of project facilities, rights and obligations relating to the
provision of the related services to the Government (Responsible Entity),
upon the exprration of the Cooperation Agreement or earher, 1if the
contract 1s revoked before 1ts termination Transfer of infrastructure
facilities to the Government or state-owned enterprise (BUMN/BUMD) at
the termmation of the cooperation shall occur only if stipulated 1n the
cooperation agreement,

Compensation that the parties are entitied 1if the cooperation agreement 1s
unilaterally terminated, revoked or abandoned by one party for unspecified
reasons,

Relevant and applicable environmental and public safety standards,

Adequate coverage by way of a performance bond for situations where for
certamn reasons expected to be under the control, of the private party, the
private party 1s unable to complete the project during the time period stated
1n 1ts bid, or else costs incurred exceed the estimate in the cost proposal
and budget submitted by the private party

Signing of the Cooperation Agreement

521 The Cooperation Agreement shall be signed by the Minister, Head of Institution,
or Head of Local Government and by the Board of the Private Enterprise

522 Cooperation Agreements do not necessarily become fully binding on the parties
even after they have been signed, if several “conditions precedent” to the
Cooperation Agreement has not yet become “effective” Such conditions precedent
may include finalizing the financing package, or finalizing Government (public)
support The Responsible Entity shall stipulate a date after of not later than 90
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days after the signing of the Cooperation Agreement for completion or fulfillment
pre-conditions
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CHAPTER 6

TARIFF SETTING, DISPUTE RESOLUTION, AND ASSET OWNERSHIP

Tariff Setting and Adjustment

611

614

Taniffs, fees, or charges for the services of and the infrastructure project shall be
based on an accurate estimate of all costs over the entire term of the Cooperauon
Agreement, allowing the Private Party an opportunity to earn a reasonable profit
on 1ts mvestment

The tariff mutually agreed upon should be implemented through the tariff
mechanism specified in the Cooperation Agreement

Tanff seting may take the form of the application of a formula for tariff setting
and adjustment or by reference to the decision of an mndependent sector regulator
See 6 19 below

In circumstances where a lower tariff than the calculated tariff as described above
1s deemed to be necessary for reasons of social equity, the Government should
find ways to compensate the Private Party for the difference

Compensation for taniff discrepancies could be 1n the form of extending the term
of the concession, allocation of a subsidy or other appropriate support necessary to
maintam the financial viability of the project

The responsible entity 1n deciding the form and the amount of compensation
(subsidy) shall first consult Bappenas, which in turn shall request approval from
the Minustry of Finance, as this mvolves the continuous allocation of Government
funds

Decisions on whether such a tariff subsidy may be payable and the amount of the
subsidy should be determined prior to the bidding process and shall be indicated 1n
the bid documents

The mitial taniff or tariff adjustment as specified 1n the Cooperation Agreement
shall be binding on the Minuster / Responsible Entity and the Private Party

The creation of an independent Regulatory Body that has competence and
Jurisdiction for tariff matters in a sector automatically override any provisions 1n
Cooperation Agreements for adjusting tariffs through a stand alone formula See
612 and 6 1 3 above

6110 Where such an independent Regulatory Body has been created, as implied 1n

6 19 above, the Responsible Entity shall request the Regulatory Body to
present 1ts considerations on the proposed tariff
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Dispute Settlement

621

622

623

624

625

626

627

628

629

6210

Any problem arising from the mis-interpretation of the provisions of the
Cooperation Agreement should, shall be attempted to be solved between the
parties through discussion

If through discussion no agreement can be reached, any dispute that arises shall be
attempted to be solved using mediation m a spirit of good faith based upon the
written provisions given in the Cooperation Agreement

If through mediation a settlement cannot be reached, the dispute shall be brought
to the competent Regulatory Body for advise on settlement of the dispute

The Regulatory Body shall render its recommendation to a fair and impartial
solution to both parties for consideration and mutual acceptance

If one or both parties cannot accept the solution recommended by the Regulatory
Body, settlement of the dispute shall be pursued through other procedures for
dispute resolution that may be specified in the Cooperation Agreement

The procedures for dispute settlement mcluding the duties and obligations of each
party shall be stipulated clearly and fully in the Cooperation Agreement

Articles relating to dispute settlement in the contract agreement shall specifically
state the mediating or arbitration nstitution and the place where the dispute will be
settled, the procedures for arbitration and whether the decision of the arbitrator 1s
final and binding

If the decisions of the mediator or arbitrator are not acceptable, the dispute may
be brought to the court as mutually agreed upon 1 the Cooperation Agreement

In the case where the Private Party 1s a national Private Company, the
recommended mediating or arbitration mstitution 1s a national arbitration
mstrtution and the legal court shall be an Indonesian court

In the case where the Private Company, 1s a jomnt venture which mcludes a
Foreign Company, the place and wnstitution for mediation or arbitration, or court
proceedings may be an overseas mstitution as provided m the Cooperation
Agreement and as permitted under the Laws of Indonesia

Asset Ownership

631

632

The cooperation agreement should clearly mdicate whether any existing assets that
form part of the project continue to be owned by the government (and/or
BUMN/BUMD) throughout the term of the project or whether ownership 1s
transferred to the public-private partnership

The cooperation agreement shall ciearly state the lease of Government assets to
the cooperation project partnership or the license awarded to use existing
Government assets and whether the right of use of the assets 1s exclusive or not
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633

634

635

636

637

638

639

If ownership 1s not transferred to the public-private partnership, then the public-
private partnership should be protected from sale of the assets, which 1t has the
right to use for the duration of the Cooperation Agreement

The Cooperation Agreement shall clearly state the status of Government assets
after have been renovated, refurbished or replaced by the cooperation project

The Cooperation Agreement shall clearly stipulate the status of ownership of new
assets created during the period of cooperation Alternatives include transfer of
ownership of new assets to the government at the termination of the cooperation
agreement, transfer of new asset ownership once each asset has been fully
depreciated m the public-private partnership’s books of accounts, the transfer of
new and the transfer new assets to the government upon termunation of the
Cooperation Agreement

If ownership of existing or new assets 15 retained by the government, the
responsibility for payment of land and property taxes and the treatment of
depreciation n the books of account of both parties should be set out 1n the
cooperation agreement

The Cooperation Agreement shall clearly indicate which party 1s responsible for
the mamntenance of existing assets that are handed over to the public-private
partnership at the start of the project, and of new assets created during the term of
the project The standard of maintenance required should be defined to the extent
possible

If existing or new assets are disposed of during the term of the project, the
cooperation agreement should make clear under what conditions, if any the
public-private parmership has the right to do this and who owns the proceeds
recelved from the sale or disposal of the assets The public-private partnership
should not be permitted to use the assets as security or collateral to third parties

An asset mnventory that lists all the assets covered by the project and their
condition and performance 1s required prior to any Cooperation Agreement
becoming binding on the parties The condition and performance of some of these
assets may be immediately available Surveys of other assets may be required to
record sufficiently accurately thewr condition and performance The asset mventory
should mdicate which assets the Private Party hands over for use As the project
proceeds and new assets are created, surplus assets sold and old assets replaced,
this should be recorded i the asset register 1n accordance with generally accepted
accounting principles, together with an indication of the condition and status of all
assets At the end of the project term, the asset register 1s finally updated and used
as a basis for the transfer of assets back to the government

6 310 The Cooperation Agreement shall differentiate between movable and immovable

assets Movable assets such as office furniture etc normally have a useful life of
less than the term of the project and are easily valued Therefore transfer of

ownership, disposal of surplus or worn out movable assets etc may be treated
differently from that of immovable assets
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The cooperation agreement shall make clear that the public-private partnership
has the right of access to land as necessary for the successful implementation of
the project If some existing assets, necessary to carry out the project, are on
land owned by third parties, this should be mentioned 1n the asset register and
freedom of access should be confirmed

If the public-private partnership acquires land 1n order to construct new assets,
which will eventually be handed back to the government, 1t should be made
clear n the cooperation agreement 1 whose name the land should be purchased
The nights of the government and the Private Company to sell land which forms
part of the project should also be stipulated 1n the cooperation agreement
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ANNEX K

Workshop Agenda

WORKSHOP FOR THE INTRODUCTION OF THE REPUBLIC OF INDONESIA’S

PUBLIC-PRIVATE PARTNERSHIP PROGRAM FOR CO-OPERATION BETWEEN THE

GOVERNMENT AND PRIVATE SECTOR FOR THE DEVELOPMENT AND/OR
MANAGEMENT OF INFRASTRUCTURE

WORKSHOP AGENDA
Mulia Senayan Hotel
15-16 December 1998

Introduction The mmmediate priority of the government 1s to alleviate the mmpacts of the
economic crisis on people’s hves and to economic confidence In this the Government 1s pursuing
a number of unportant mitiatives 1n the areas of (1) the provision of social safety nets, (11)
employment generation and poverty alleviation, (i) controlling inflation, and (1v) improving the
capacity of institutions, particularly mn the areas of logistics and food distribution Concurrently,
the Government has embarked on a major reform for the banking sector that will create more
open and robust financial markets and that will provide 1n the medmum-term, a sound platform for
sustainable economic recovery

Fmancial sector reform on its own however will not necessarily support recovery Greater
competitiveness and efficiency also needs to be pursued in the real sector Key issues here
include (1) curbing monopoly practices, (1) progressive de-regulation and de-bureaucratization of
the domestic and mternational sectors, (1) providing greater opportunities for the market place to
function more efficiently, and (1v) reducing the size of the state sector

On the mvestment side, the economic crisis has led to a severe decline 1n mnfrastructure
investment Major mvestments 1n electric power, transportation and telecommumnications
infrastructure, many of which were supported by the private sector, have had to be deferred
Planned mvestment 1n social nfrastructure, such as schools, hospitals, water supply and
sanitation services, areas that the government and donor community have traditionally supported,
have also declined The limitations on the national budget have resulted 1 a severe dechine 1n
infrastructure investment by the government, except for the most socially pressing programs such
as food distribution and poverty alleviation Budgetary limitations have also stalled several donor-
financed programs because of a shortage of required counterpart funds

On the demand side, the crisis has had different impacts on different sectors In general the
demand for telecommunications and air transport has declined Domestic arr travel for example 1s
down by nearly 35 percent compared with mid 1997 On the other hand, the demand for
interisland sea transport and rail services has shown a marked increase as people shift to lower
cost transport options Also, the decliming value of the rupiah has contributed to a sharp rise in
the export demand for some commodities, for example, palm oil, and some manufacturing
Sectors

Demand 1 the social sectors such as health care and water supply, continues to grow m line with
population increases Before the crisis, urban services such as water, sanitation, public health
were already under severe stramn However, with the economic crisis, the capacity to afford basic
services has declined sharply Declining affordability has negatively impacted the cash flow of
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urban utilities and 1s constraimng the capacity to carry out maintenance, purchase chemicals and
so on

Indonesia’s needs for infrastructure continue and selective and focused mvestment n
mfrastructure will assist to mitigate some of the mmpact of the crisis and to lay the basis for a
robust and sustainable recovery This will require continuous and consistent mvestment i human
capital and efficient physical infrastructure However, with much more limited access to capital,
such investment, particularly n physical mfrastructure will need to be more efficient and more
focused than in the past This 1s, among others, a key reason why future infrastructure
investment will be guided by market principles and with a greater consequent role for the private
sector

Reform of infrastructure provision has therefore become an important element n the
Government’s overall economic reform and stabilization program Moreover, the importance of a
program for promoting more cost effective infrastructure delivery 1s an mmportant and ongoing
aspect of policy dialogue with the IMF and World Bank

The key policy objectives of reform m infrastructure provision include (1) ensuring co-ordination
and consistency between private sector mvestment and overall national development planning
objectives and thereby avoid imbalances, (1) promoting greater transparency in the selection of
private parties through the exclusive use of open competitive bidding processes, (1) ensuring
infrastructure 1s developed at the least-cost to GOI and the public, and (1v) providing a
framework that affords protection of the public interest while providing a conducive and
transparent environment for international and domestic private mnvestors The overall framework
for implementing these objectives was approved by the Government on 12 January 1998 through
the 1ssuance of Presidential Decree No 7 of 1998 on (Keppres No 7/1998) Since then Bappenas
has been working to finalize the implementation aspects of the overall framework which 1s
embodied m (1) Kepmen No 319/1998 of the State Mimister of National Development
Planning/Chairman of Bappenas of 19 October 1998, and (u1) the (draft) Implementation Guide on
Public-Private Partnerships in the Development and/or Management Of Infrastructure, of
December 1998 Feedback from the participants of this workshop 1s sought to assist in the
finalization of the Implementation Manual, which we anticipate will be issued formally 1n January
1999
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Tuesday, December 15, 1998 (Day One)

08-:00-09 00 Registration of Workshop Participants
09:00-09 45 Welcome and Opeming Remarks: Introduce the partncipants and
sponsors set the objectives of the Workshop, describe the two-day agenda
Presenter Dr Bambang Bintoro Soedjito,
Deputy Chairman for Infrastructure Development, Bappenas
Welcome Address
1 Dr Djunaed: Hadisumarto,
Vice Chairman, National Development Planming Agency of
the Republic of Indonesia
2 Desaix Myers,
Mission Director, United States Agency for International Development
3 Norman McDonnell,
Development Counselor, Embassy of Canada
09 45 - 10 15 Break
10-15-12 00 a Presidential Decree No 7/1998 Framework (1) The Project Life
Cycle, (2) Components of the framework - Keppres No 7/1998,
Kepmenneg PPN/Chairman of Bappenas No  319/1998, and
Implementation Guide (3) The roles of Departments, Provinces, BUMN,
and BUMD n identifying, procuning and implementing cooperation
projects, and establishing sector specific regulations within the above
Jramework, (4) The roles of Bappenas and TEP
b Implementation Guide of Presidential Decree No 7 Year

1998, on Public-Private Partnerships in the Development and
or Management of Infrastructure (Pedoman Pelaksanaan Keppres
Nomor 7 Tahun 1998 tentang Kerjasama Pemenintah dan Badan Usaha
Swasta dalam Pembangunan dan atau Pengelolaan Infrastruktur) including
(1) Purpose of the Implementation Guide, (2) Key issues examined by the
Implementation Guide, and (3) Finalization of the Implementation Guide

Moderator Drs Sukrisno,

WORKSHOP AGENDA K 3
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Expert Staff to the Minster of Public Works for Investment on
Infrastructure Development

Presenters Ir Rusli Dyjalil, MPM
Expert Staff to the Chairman of Bappenas for Research and
Policies on Infrastructure Development
Mr Michael G McDonald

Questions and Answers Participants are kindly encouraged to ask
questions on the above Questions and answers will be recorded as part of
the Workshop Proceedings

12 00 - 13 15 Lunch and Distribution of Issues Questionnaires

Issues Questionnawres will be handed out to all participants These will cover 20 key issues associated with
cooperation projects with the prnivate sector including, for example nsks and their allocation the need for
and role of a public-private partnerships center sector-specific regulation the scope of applicanion of
Keppres No 7/1998 The Issues Questionnaires will be discussed n the “break-out” meetings on day 2
(December 16) The Issues Questionnaires will provide an opportunity for participants to address issues that
may require further clanfication, and for this reason they will be a valuable source of feedback for Bappenas
in finalizing the Implementation Guide

13 15-15 00

a The Project Life Cycle Part 1. Project Identification and
Procurement Processes* (1) Transparency, efficiency and achieving
value for money for the people, (2) Pre-Feasibility Studies, (3) The List of
Infrastructure Development Projects, (4) Pre-qualification processes, (5)
Preparation of bid documents, and (6) Conducting the bidding

b The Project Life Cycle Part 2- Selecting and contracting with
the Preferred Bidder. (1) Bid evaluation, (2) Role of TEP, (3)
Recommendation for award of a Cooperation Agreement, and (4) Signing
the agreement, (5) Essential elements of a Cooperation Agreement

Moderator Ir Abdul Hadi, HS, MM
Presenters Ir Klaas Villanueva and Mr Richard Wells

Questions and Answers Participants are kindly encouraged to ask questions
on the above Questions and answers will be recorded as part of the Workshop
Proceedings

1500 - 15 30 Break

15 30-17:00

Credt Enhancement and Private Sector Infrastructure
Development Fund (PSIDF) Credit Enhancement and support options
to help make deserving projects become attractive to investors and bankers

The role of partal and full guarantees such as purchase agreements and take
or pay arrangements The menu of possible credit enhancement and guarantee

K4  BAPPENAS PUBLIC PRIVATE PARTNERSHIPS CENTER INITIATIVE — FINAL REPORT
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possibilities, Avoiding needless assumption of nsk by the government
Impact of country and market nisk, A Pnivate Sector Infrasiructure
Development Fund (PSIDF) and Guarantee Fund, Finance facility for a
project feasibility study Case Studies of existing PSIDF's (1 e Bangladesh,
Sr Lanka)

Moderator Dr Ir Bambang Widianto, MA,
Head of Bureau for Economics and Statistics Analysis
Presenters Mr Matthew Hensley

Questions and Answers Participants are kindly encouraged to ask questions
on the above Questions and answers will be recorded as part of the Workshop
Proceedings

Wednesday, December 16, 1998 (Day Two)

09 00-09-15

09-15-10 00

Review and Summary of Day One Session - Legal and Regulatory
Framework for Public-Private Partnerships in Indonesia Plans for providing
sustained and more permanent Legal Framework Intent to Draft an ‘Undang-

Undang “to encompass Keppres No 7/1998, Kepmen No 319/1998, PP No
12/1998, and other relevant laws and decrees

Presenters Ir Rush Djalil, MPM and Mr Michael G McDonald

Post-Award Regulation and Institutional Options* Curbing monopoly
power, protection of the public interest, promoting rational and transparent
decision making on tanffs and charges, comparative models, sector-based
regulation, and conflict of interest

Moderator Ir Salusra Widya, MA
Presenters Ir Klaas Villanueva, Mr David Levintow, and Mr Eric Culley

1000 - 10 30 Break

10 30-12 15

Break Out Sessions Four parallel break out sessions will be held These
sessions will discuss the Issues Questionnaires handed out on Day 1 The
break out sessions will be conducted n the designated rooms on the Mezzanine
Level (continued) Participants are kindly requested to complete the Issues
Questionnaires and submit them to the session moderators

WORKSHOP AGENDA K5
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1215 - 13 30 Lunch

13 30-14 45  Break Out Sessions (continued)

14 45 - 15 15 Break

15 15-16 15  Plenary Sesswon Conclusions, follow-up, feedback questions comments

K 6

and suggestions are sought from all participants
Concluding Remarks  Dr Bambang Bintoro Soedjito,

Deputy Chairman for Infrastructure Development,
Bappenas
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Regulation of Utilities 1n
Indonesia

What 1s Utility Regulation?
Why 1s Regulation Needed Now?
Fundamentals of Regulatory Design
Roles Regulatory Bodies Perform,

What 1s Regulation of Utilities?

« Establishing a system - insulated from
political influence - for protecting
consumers against abuses of monopoly
power an orderly way of adjusting tariffs
accordmg to an agreed formula or policy
providing a mechanism for dispute
settlement

Why 1s Utility Regulation needed
1 Post-crisis Indonesia?
< Ensures competition in the provision of
infrastructure services

* Grves Consumers protection against
monopohstic behavior of utilities

* Removes tanff-setting from politics

* Permuts cost-recovery so that service 1s
sustamable and extended to new users

» Reduces nisk by lowering cost of capital

What do Regulatory bodies do?
Promote efficiency & Penalizes bad

service improvement performance
Benchmarks Encourages responsive

performance standards customer relations

Regulatory Decision Issues

» Indonesia needs to decide upon either
sectoral or multi-sectoral regulatory bodies

+ How should the regulatory function relate to
the Institutional and policy framework for
private participation 1n imfrastructure that 1s
being established by Keppres 7/1998?

+ Choices must be made between vanous
Regulatory designs and strategies

Sets mcentives to Assures sustamability
improve O & M and expanston of
Rewards good service by upgrading
managers performance and
ensuring cost recovery
Common Regulatory Design
Features

* Clear legal authonty

* Defined areas which regulators implement

» Well defined matters over which regulators
preside, nghts of parties to appeal

» Techmeal expertise to 1ssue regulations and
make binding decisions under law

« Authonity to enforce rules, & 1ts own orders

[
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Forms of Regulation Basic
Issues for Government to decide

» Independence from Government Minustry?
» Separate techmcal/economic regulation?

» National, provincial or local regulators?

« Profit vs price control, how often review?
» Momtoring outputs Set affordable rates®
« Allow appeals from regulatory decisions?
 Regulator’s degree of discretion?

Definition of an independent
regulator?

* Staymg at “arms length” from regulated
firms avoiding conflict of nterest or even
appearance of conflict of mterest

» Staying at arms length ’ from politics to
avoid misuse of discretion to advance short
term political goals ensure stability 1n cnisis

* Regulators/staff should be exempt from
civil service salary caps, board s funding
earmarked to ensure techmcal skills .

Ranges of Independence -
Examples from global cases

« Full autonomy to exercise decision
authonity Appeal to Courts 1s possible -
eg US, UK, Austrahia Bolivia, Mexico

Full autonomy with decision authonty, But
an Appeal to Minster 1s possible-Argentina
 Full autonomy Board recommends to
Muruster who announces decision- Jamaica

¢ Semi-autonomous (Miruster 15 a Board
member) - Chule Columbia s

Regulatory Design Fundamentals

* Balance between ngidity & flexibility -
1 -How easily can Govt. change rules?
2 - Normal contracts Both parties agree
3 - “Special’ contracts have provisions
setting forth rules to adjust
4 - Law changes Legislature(Udang-udang)
5 -Executive Decree No legislative
concurrence needed (Keppres Kepmen)

Balancmg Independence with
Accountability

Accountability - What can go wrong?

1 - Regulators can be “captured” by
politicians, or the industry being regulated
2 - Mistakes can be made, errors occur

3 - Inefficiencies can come to be tolerated
4 - Regulators can promote own interests

* Conclusion Extremely difficult to balance
mdependence with accoutability

Independence & Accountability

* How to ensure accountabihity?
Removal for cause (proven misconduct)
mcapacity to perform duties and functions
- Require ngorous transparency reasons
for decisions have to be provided
- Restnictions on confhicts of interest
- Provision of an effective appeal process
- Budgets examined by mdependent auditor
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Regulator vis-a-vis the Mmstry
Roles of Economic Regulators

 Grants licences & permits on techmical basis
* Adminsters tanff prices & operating rules

» Sets economic, financial operational and
techmcal standards

+ Settles customer complamts, settles disputes
between operators and the government

« Monztors performance/rules complance
» Imposes penalties for violations

Regulator vis-a-vis the Ministry
Role of the Ministry or Ministries

* Sector Planning and making Policy
Project Design & award of private
comncession agreements, procurement cycle

+ Mantams legal framework, mncluding
Kepmens, amendments making
appomtments of some key regulators

* Decides sectoral tax and subsidy 1ssues

* Intergovernmental negotiations

Examples of Regulatory Designs

* UK Model  One Decison-maker (Czar)

» US/Canada Multiple-member bodies

* Argentina  Decision-maker, but parties
can appeal decisions to the Mimster

* Jamaica Regulator recommends
decision to the Mimster who announces 1t

« Other countnies Mimister retamns authority,
makes all decisions

13

United Kingdom Regulatory
Framework

» Darector General Office of Water Services

* Responsible for setting price caps, provides
mcentives, monitors management, settles
disputes, protects consumers, enforces
performance standards, sets hcencing
conditions promotes competition within the

mdustry

Umnited Kingdom Regulatory
Framework (cont’d)

* DG of OFWAT 1s net responsible for grant-
mg licences establisiung the legal structure
for the industry nor for setting water quality
standards or controlling profits of providers
DG 1s appointed for a fixed term by the
Secretary of State subject to dismissal only
for cause or incapacity

+ DG s decisions are final subject to High
Court review ”

Umnited Kingdom Regulatory
Framework (cont’d)

= Price caps are set every five years only
performance 1s regulated Profits are
realized from achieved efficiencies Cost
recovery 1s accomplished within pnice cap
Failure of a private service provider firm to
meet specific performance standards
requires the firm to pay penalties to the
affected consumers

-3
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U S and Canadian Regulatory
Framework

State or Provincial Commussions (3 to 7
members)

Responsible for all economic regulation
including rate setting, prudence reviews
ternitorial certificates, monttoring, rule -
making, enforcement, cost reviews, and
both financial and managenal auditing, as
well as deciding disputes between utihities,

L]

US & Canadian Regulatory
Framework (cont’d)

« Commissioners can be appointed or elected
serve specified fixed terms removal only
for cause

* Decisions are final and usually based on
research, public heanngs, and documents
parties have nght of appeal to appelate court

* Primarily use rate base/rate of return, but
other methodolgy sometimes used

and by customers agamst utilities " o
US & Canadian Regulatory Argentina’s Regulatory
Framework (cont’d) Framework

« High investor confidence 1n this system
private mvestment capital usually available
to well- run utilities .n US & Canada

Rates set provide full cost recovery for all
(prudently) mcurred mvestment costs,
operating and maimntenance expenses
opporturty to earn a reasonable rate of
returm on 1nvestment

1

« Concerved as part of Buenos Aires Water
Concession, new Regulatory Law and body
(ETOSS) created 1n 1992

* Regulatory body 1s mmdependent of Water
Minstry 1s a representative commission
composed of various Ministries and labor

» ETOSS staff are mostly former employees
of Buenos Ares Water Utilaty

Argentina’s Regulatory
Framework (cont’d)

« ETOSS 1s financed by 2 7% surchage on all
sales of water by the concessionaire

« ETOSS commissioners serve a sixX year term
with only one additional term renewable

+ ETOSS momtors concessionaire’s
performance enforces compliance, and can
levy fines for violations

« Tanffs are negotiated per events as listed 1n
the contract, e g inflation of a set amount »

Argentina’s Regulatory
Framework (cont’d)

* Based on the ETOSS mode], now each
Governate privatizing water have set up
therr own regulatory bodies (seven water
utility concessions have been granted in
Argentina since 1992)

* Govemnates coordmate with ETOSS to
ensure regulatory conformty and self-
finance Result Low tanffs hugher quality

n
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Regulatory Institutional Options
The Case of Malaysia

* Legislation gives 13 states authonty
* Six states have “unbundled ’ services

* Regulation and momnitoring occurs at state
level, with standards set nationally
* Tanffs set by contract, Mimistry approves

* Ministry of Public Works sets techmical
standards provides performance indicators

¢ Results New mnvestment, low tanffs
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