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Indonesia continues to actively participate in international negotiations on formulating effective efforts in combating
global GHG emissions. In the recent Paris Agreement (2015), Parties agreed to link global ambition target of GHG
emission reduction to carbon markets. Indonesia welcomes the concept of scaling-up national mitigation efforts by
facilitating a market-based approach to incentivize emission reduction within developing countries, or between
developed and developing countries.

The Partnership for Market Readiness (PMR) is a platform designed to specifically help countries prepare for market-
based policy choices and future implementation. As a PMR implementing country, Indonesia developed a Market
Readiness Proposal (MRP), which was endorsed by the PMR'’s 7th Partnership Assembly meeting in Marrakech on
October 22-23, 2013.

The World Bank, through the PMR programme, provides funding for the implementation of the MRP, and the UNDP
Indonesia Country Office has been appointed as the delivery agent responsible for project implementation. The
Coordinating Ministry of Economic Affairs is the main government counterpart. Other key government stakeholders are
the Ministry of Environment and Forestry (KLHK), the Ministry of Energy and Mineral Resources (ESDM), the Ministry
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The project aims to support the government to determine an appropriate market-based instrument (MBI) to reduce GHG
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verification (MRV) systems in power generation and energy-intensive industries; and the development and piloting of a
framework for market-based instrument (MBI) in Indonesia.

Considering the political sensitivity and time-bound type of initiative, the project will be implemented through the DIM
modality, as requested by the government. Activities will be initiated on the basis of an agreement between the World
Bank and UNDP on funds to be provided for the project (see Annex 6: TF No. TFOA3491).

It is expected that the project will support Indonesia’s readiness to implement a market-based approach as part of
mitigation actions towards the achievement of its Nationally Determined Contribution (NDC) to combat the adverse
impact of climate change.
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l. DEVELOPMENT CHALLENGE

Climate change is an important issue in Indonesia. The country consists of thousands of islands with
low-lying coastal areas liable to floods as well as arid lands and a fragile mountainous ecosystem.
The country is also densely populated, making it the world’s fourth largest populated country. The
country's GHG emissions are large and continue to increase rapidly not only because of a growing
population, but also because of the increasing growth rate of the economy. Indonesia needs to act
to face the climate change threat, to prevent man-made natural disasters, and to make every effort
to cope with problems through climate change mitigation and adaptation actions.

According to the Indonesia Second National Communication (SNC), the total estimate of Indonesia’s
annual emission in 2005 came to 1,791.37 MtCO.e in which the energy sector contributes 369.8
MtCOze and industrial processes contribute 48.73 MtCOe. As depicted in Figure 1 below, those
emissions are estimated to be around 23% of the total national GHG emissions.
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Figure 1. Historical and Projection of GHG emission under BAU scenario (Source: SNC, 2010)

While land-based emissions are currently the main emissions source, Indonesia’s Greenhouse Gas
Abatement Cost Curve (DNPI, 2014) predicted that energy sector will become the major emissions
source after 2020. The study predicted that power generation alone will contribute to 38% of
Indonesian emissions in 2030. Considering the Indonesian INDC BAU emission level in 2030 of
2.881 GtCOze, emissions from power generation alone could reach 1 GtCOze in 2030.

Therefore, there are at least two main development challenges if Indonesia does not take significant
actions in climate change mitigation, i.e., (i) increasing development risks due to climate change
impact and (ii) increasing dependency on fossil fuels.

There are initiatives to reduce the dependency on the fossil fuels, as well as the associated GHG
emissions, particularly underlined by the 2014 National Energy Policy. The policy targets 2025
energy mix that would have 23% of primary energy coming from new and renewable energy sources,
and national energy intensity cut by 1% per annum during 2015-2025.

Both power generation and industry are of significant energy consumption. In 2014, for instance,
power generation consumes 331 MBOE of primary energy. In term of final energy, industry
consumes around 34% of total final energy supply in 2014 or about 433 MBOE. Therefore, in order
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to implement a low carbon economy in Indonesia, it definitely will require paradigm shift in those
sectors. This issue becomes more important after the submission of Indonesia Intended Nationally
Determined Contribution (INDC) for climate change mitigation to UNFCCC where the country stated
its intention to unconditionally reduce GHG emissions by 29% below BAU level in 2030 using,
among others, energy conservation and promotion of clean and renewable energy resources.

However, there are several barriers in implementing low carbon economy and climate change
mitigation efforts in Indonesia, i.e.,:

e Limited public funding

While public funding is limited, mitigation actions are costly as they involve the use of new
technology, new facilities, and different operational management which inherently has higher
initial investment costs. Even though low carbon technologies deliver climate and environmental
benefits, those are not easily valuated thus is not correctly reflected in the investment costs.
Therefore, using a market-based approach to incentivize mitigation actions could make them
economically attractive and yield a promising additional source of funding from private sector.

e Limited operational capacity

Implementing mitigation actions may require new institutions or expansion of existing
institutions. Extensive education and training programs are therefore required. Human
resources are limited for running the programs; and there is a lack of capacity to develop and
implement a monitoring plan for GHG emissions, which may be necessary for regulation
compliance and/or accessing incentive.

e Lack of climate change awareness

Better understanding of climate change issues and greater support for mitigation actions is
needed. Extensive social promotion in this regard is necessary.

e Lack of political support

Not all decision makers share a common understanding of the purpose of climate change
mitigation actions being implemented. Sometimes people reject the establishment of certain
projects if they feel it doesn't have direct relation to their short-term interests. Providing working
examples in which economic and socio-political interests are able to harmonize would
encourage the policy makers to support climate change mitigation actions.

e Ownership insecurity

The decision to implement and run mitigation programs and actions requires the involvement
and ownership of all stakeholders. All stakeholders have to understand and support the decision
as coordinated actions is necessary for a successful mitigation actions.

At the global level, it is recognized that developed countries should take the lead in combating
climate change (Para. 1 of Art.3 UNFCCC), but there are opportunities for developing countries to
also do their part. However, in terms of cooperation and policy development, contributions from
developing countries have not been significant yet. International negotiations on climate change
have been, to a large degree, focusing on giving place and encouraging developing countries to
negotiate a comprehensive framework for enhanced action on mitigation, adaptation, and other key
elements.

Indonesia is doing its part to reduce GHG emission concentration in the atmosphere as evidenced
by its ratification of the UNFCCC through Indonesian Law No. 6/1994 and the Kyoto Protocol through
4



the Indonesian Law No. 17/2004. Following these two ratifications, Indonesia endorsed the Clean
Development Mechanism (CDM) project scheme, established a Designated National Authority
(KOMNAS MPB), established the Sustainable Development Criteria as required by CDM, and
performed many capacity building activities on CDM for government officials, the private sector,
academia, and other related sectors. These capacity building activities helped to enhance CDM and
the design of CDM projects by the private sector.

GHG emission reductions in the form of carbon credits can be used to meet climate commitments
while simultaneously contributing to low-emissions economic development. Those factors helps
build the demand for international carbon credits under the Kyoto Protocol. Until May 2016, 256
Indonesian projects and programs have attempted to implement CDM. 157 of them have
successfully registered as CDM projects/programs under the UNFCCC scheme, and 44 projects
have been awarded with Certified Emission Reductions (CERs) equivalent to reduction of 19.6
million tonne of carbon dioxide.

CDM is an eye-opener experience for Indonesia that shows how a market-based instrument can
deliver tangible incentive and trigger change in stakeholders' perspective toward climate change
mitigation actions. In Indonesian case, the CDM had been the significant agent-of-change in waste
management and waste-to-energy area.

The Indonesia-Japan cooperation of Joint Crediting Mechanism (JCM) is another valuable
experience for Indonesia to learn a different type of market-based instruments. From its
establishment in 2013, the JCM has been developing pipeline of projects with total emission
reduction potential of around 300,000 tonCO»e. The JCM has been so far showed that a market-
based instrument can also enhance bilateral cooperation in clean technology investment and
transfer.

This proposal will further elaborate the possibility of a market-based approach be designed and
operated domestically by Indonesia to help the country’s shift to low carbon pathway and contribute
to the global fight of climate change.

I. STRATEGY

Putting a price on carbon is an approach taken by many countries or regions to combat the barriers
similar as above. In the recent Paris Agreement (2015), Parties agreed to link global ambition target
of GHG emission reduction to carbon markets approach through the establishment of a new net
mitigation mechanism to sustainable development. Additionally, an enhanced transparency
framework will also need to be developed with the market mechanisms in mind. The agreement
acknowledges that markets are needed to get countries on a low emissions development pathway
and increase ambition to keep warming to well below 2 degrees. It paves the way for a renewed
international carbon market that will look and be different.

As many countries do, Indonesia seeks the possibility to establish and enhance market-based
mitigation action and use carbon pricing to achieve climate related objectives. Indonesia is among
74 countries and more than 1000 business that expresses their support for carbon pricing during
the UN Climate Summit in New York, September 2014. “Market-based instruments” in this document
refers to domestic instruments, such as emissions trading schemes (ETS), and scaled-up market-
based mechanisms, such as offset systems, which may have domestic and international elements.
Together with fiscal instruments such as carbon tax, it forms carbon pricing where GHG emissions
are economically valued to encourage emissions reduction.
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Domestic market-based instrument is a promising tool to cost-effectively abate GHG emissions and
overcome mitigation actions' implementation barriers. Indonesia’s experiences in using the
international carbon market and the recently developed bilateral carbon offsetting scheme, will be
valuable input for assessing and developing such mechanisms to scale-up its mitigation actions.
Indonesia is looking forward to having a well-developed carbon market by virtue of positive
cooperation with international institutions including the PMR as reflected in Indonesia's Expression
of Interest for PMR, November 12, 2010.

One of the main purposes of the PMR is to help countries identify suitable market instruments to
scale up mitigation efforts in line with their climate change mitigation goals and development
objectives. The first step toward implementing a market-based instrument is to build market
readiness capacity (policy, technical and institutional). The project will also propose to develop MRV
systems and other efforts toward the creation of a regulatory framework for the implementation of
market-based instruments. The figure below depicts the phases of market readiness that this
proposal will follow to some extent.

ifi i ctivities i h ph
PHASES OF MARKET READINESS | Specific actions/activities in each phase |
| Policy actions | | Implementation activities |
(1) Assessing mitigation B R - Use of national GHEG inventory and
) . t tod ine likel
potential and policy == - Setting environmental goals at DLher sources 10 cetermine TRl

BAU path, policy scenarios, etc.

instruments national level - Cost estimation of national goals

- Gather available (and more

(2) Feasibility assessment and detailed) data on emission trends and

choice of market based mitigation costs by relevant sector/
NAMA.
approaches
L - Determine coverage of market - Identify data gaps, followed by

mechanism further surveying and data mining to
-Setting environmental goal for market close such gaps.

(3) Setting up the technical 171 mechanism - Stakeholder consultations

framework

-Establish reference year emissions
{baseline or cap)

- Ex-ante allowance allocation or assigning -Establish MRV system, registry and
{4) Aligning policy and _| responsibility for ex-post credit issuance transaction log

= et - Assign responsibility for enforcement,
legal/institutional framework collecting emissions data and

accreditation of verifiers

- Defime interactions with existing
accounting and tax legislation

(5) Piloting, testing and review - Ensure policy coherence across different
instruments and sectors; address
potential regressive social impacts

Following piloting and testing a review process may
feed back into preceding steps resulting in a redesign
of some elements of the market mechanism

Figure 2. Phases of market readines (Source: OECDE, |IEA, 2010)

This proposal re-formulates Indonesia’s market readiness and capacity proposal presented to
PMR's Partnership Assembly, which involves assessing and identifying suitable market instruments
and sectors, technical, policy, and institutional components, and piloting market instruments. This
proposal, which corresponds to the Indonesian Market Readiness Proposal (MRP), consists of three
programs, namely emission profiling and MRV system development in the power generation and in



energy-intensive industries, and development of a framework for implementation of market-based
instruments.

The approach pursued by this proposal includes the following goal, objectives, and purpose:
The Long Term Goal: The establishment of a new mechanism or market-based instrument for

mitigation actions in Indonesia based on country-specific conditions and international carbon
market situations.

The Objectives: To understand and identify the type and scope of suitable market-based
instruments, drafting and establishment of new regulation needed, design and establishment of
the market infrastructure, identification of methodologies and market-based instruments, and
building the required human resources capacity.

The Purpose: To develop and encourage consensus and commitment, knowledge, competence,
ideas, and recommendations of the ministries and other stakeholders which may be involved in
the forthcoming market instrument.

This proposal's ultimate goal is to enable cost-effective mitigation actions in the energy sector,
particularly in power generation and energy-intensive industry. In power generation, the Java-
Madura-Bali or JAMALI grid would be the case study to pilot the MRV system. JAMALI grid is the
biggest interconnected electricity system in Indonesia, and comprises more than 60 power plants
including 38 coal-fired power plants. Estimated emission from electricity generation in the JAMALI
grid is 83.3 MtCO; (2009) to 86.9 MtCO, (2010). In energy-intensive industry, pulp-and-paper’
industry would be the case study to pilot MRV system. According to Indonesian Energy Outlook
2014, pulp-and-paper industry consumes 4.8% of the industry sector's total final energy
consumption or around 3.4 million ton-oil-equivalent.

The prospect of having market-based instruments in Indonesia to scale-up national mitigation
actions will be determined by several factors such as: national stakeholder participation, government
willingness, private sector involvement, prospective demand, and readiness of a national carbon
market framework. Therefore, the activities proposed in this proposal will be conducted using
participatory principles and seeking for high level of involvement and ownership from the related
stakeholders.

This project will incorporate any relevant lessons learned identified before and during the project
implementation. In terms of MBI, not much lessons learned are available but the Project will use
Indonesian experiences in CDM, JCM and the development of Nusantara Carbon Scheme (SKN)
which developed by the previous National Council on Climate Change. In terms of MRV, the Project
will use lessons learned from the establishment of MRV system for National Action Plan in GHG
Emissions Reduction (RAN-GRK) and for the national GHG Inventory.

The project will conduct an analysis on its potential impacts to women & girls and marginalized
groups to confirm this assumption that there are no substantial negative impacts considering the
nature of the project. Furthermore, in some areas, women have shown their commitment to a

" In the original MRP presented to the PMR Partnership Assembly meeting in Marrakesh, October 22-23, 2013, cement
industry is planned to be the industry's pilot MRV system. However, after recent consultation with the Ministry of Industry,
it was found out that at the moment the cement industries have been pretty advanced in undertaking monitoring and
reporting their GHG emissions. This is particularly due to successful implementation of Minister of Industry Regulation No.
12/2012 on the Road Map for CO2 Emission Reduction in the Cement Industry. The regulation mandates cement industries
to do voluntary emissions reduction of 2% from 2011 — 2015 and obliges emissions reduction of 3% from 2016 — 2020.
Hence, less support is required to identify mitigation options and run an MRV system in the cement industry sector.
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sustainable future by volunteering renewable energy champion, and this example will also be
explored and promoted.

Considering the exit strategy after the project termination in 2020, the project aims to have working
MRV systems in power and energy-intensive sectors and advanced discussions about market-
based instruments implementation in Indonesia. Recommendations resulted in this project would be
one of the important input for policy makers with respect to the market-based policies in post 2020
climate change regime. All of the knowledge, experiences and lessons learned during the project
will be stored, managed and shared among relevant stakeholders to ensure that it can be used to
inform further policy making process.

Il. RESULTS AND PARTNERSHIPS
Expected Results

The activities proposed in this proposal are focusing on core technical and institutional/regulatory
market readiness components and seek to raise Indonesia’s readiness to implement market-based
instruments with or without international linkages, within or beyond the national mitigation
commitment, and beyond a project-based approach.

The project is expected to generate the following outcomes:

Outcome 1. Policy makers and relevant key stakeholders understand the current and expected
GHG emissions status, opportunities and costs to reduce emissions in the target
areas;

Outcome 2. Policy makers and relevant key stakeholders in the target areas understand the
concept of sector-scale MRV system and able to design and operate one;

Outcome 3. Policy makers and relevant key stakeholders understand the available market-
based instrument options and the know-how to design and operate an MBI; and

Outcome 4. Public awareness and knowledge about MBI are increased.

To achieve the outcomes as mentioned above, the activities in this proposal is categorized in five
different components, namely:

Component 1. Profiling emissions in the power and industry

Component 2. Design of governance aspects of an MRV system
Component 3. Piloting an MRV system

Component 4. Development of a market-based instrument framework
Component 5. Organization, communication, consultation and engagement

Component 1. Profiling Emissions in Power and Industry

A critical aspect in development of a market-based instrument (MBI) is understanding of the potential
market, i.e., the demand. The demand for carbon credits or other output of the MBI can be generated
by putting emission reduction obligation to a part or the whole of an economy. Demand for CERs
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were generated via such approach due to emission targets and goals obliged onto the developed
country parties of Kyoto Protocol.

A better understanding of the emission profile of the targeted areas will be beneficial for any further
process in target and goal setting. Studies will be conducted to estimate potential emission
reductions, calculate and project baseline emission, and estimate CO, abatement cost of mitigation
actions in the target areas. This information will support the development of policies on GHG
mitigation action for the target areas, including the decision making on the implementation of a
market-based instrument.

This proposal describes the work that will be necessary to support future target and goal setting in
the target areas within the energy sector and that is proposed for PMR support in the implementation

phase.
Table 1. Description of works for profiling emissions in power and industry
Time
Party(ies) Required
L . . e Responsible For for
Objective Rationale Deliverable(s) Description Action / Type of | Comple-
Action Required tion
(months)
To estimate the | Studies will be required | A A comprehensive carbon | MEMR / 12
emission for better comprehensiv | abatement cost curve is Facilitation in
reduction understanding of the e carbon necessary for policy power sector;
potentials and emission profile on abatement reference and will be Approve Term of
abatement cost | each target area of this | cost curve in developed through a References
of mitigation MRP. This study will at | the two target participative method R
actions in the the same time be used | areas. ensuring stakeholders MOI / Facilitation
target areas. to estimate potential engagement. In energy-
emission reduction and D o !ntensn_/e
CO, abatement cost of esktop study, site visit, mdustrles
each power plant type fo_cused_-group sector; Approve
so that the result of this discussions and surveys Term of
study can be used to (e.g. energy aud_|t) are References
develop sound policy among the poss!ble
for GHG mitigation for met_hodo_log|e§ (in .
the power and industry con_Jur_lctlon with baseline
sectors. emission study).
To calculate/ There are previous Calculated, Based on the available MEMR / 12
review/ estimate | reports on this subject; | reviewed or information, baseline Facilitation in
baseline however it is seen as estimated work carried out as part power sector;
emission of the | necessary to update sectoral of the study will aim to Approve Term of
target areas. the results reflecting baseline update the information on | References
best available emissions of | the GHG emissions from I
technologies and using | the target the target areas under Mol / Facilitation
more participative areas. various scenarios. In energy-
methods to encourage intensive
industries

stakeholder
engagement.

sector; Approve
Term of
References

Component 2. Design of Governance Aspects of an MRV System

The objectives of an MRV system are to:




— Support GHG reporting, management, and ultimately mitigation (by the relevant ministries
and private sector entities).

— Improve data accuracy, quality and consistency (applies to all industrial activities).

— Support related policies, programs, and strategies (e.g., energy conservation, GHG emission
reduction).

— Provide information to stakeholders (e.g. investors).

— Support implementation of market-based instruments.

— Serve as a benchmark for other sector.

The MRV system must be implemented at both the level of individual installations and the level of
governance (i.e.,, the policy framework for installation level activities). In both levels, the MRV
system must consider the building blocks of legal and stakeholders support, policy harmonization
and sufficient capacity.

Several policies can serve as legal basis for the development of an MRV system, such as RAN-
GRK, GHG national inventory, Mol’s Ministerial Regulation No.12/2012 on the cement sector's GHG
emission reduction road map, the Government Regulation on energy conservation, etc. However,
building stakeholder support and capacity is a continuous work. So far, there are some capacity for
measurement, calculation and reporting within MEMR for electricity production and within Mol with
their recent initiative in industries' GHG reporting system. This proposal will use the existing building
blocks and initiatives as the basis of the MRV system's design of governance aspects.

Box 1: Monitoring, Reporting and Verification (MRV)

MRV in this proposal is meant to be a system of monitoring, reporting, and verification of data in
order to obtain the amount of GHG released of a certain period. MRV is defined to consist of
monitoring, reporting, and verification of data both at installation level and at the institutional
level. At installation level MRV deals with stipulations on rules and procedures of data
measurements, such as fuel consumption, its type and amount, the related product output,
archiving of data, calculations that may be needed, and reporting of data to the corresponding
ministry. The ministry is responsible for monitoring the execution of the MRV performed at
installation level. At installation level, MRV system will serve as “quality assurance” of data
collection related GHG emissions. At the ministerial level or Directorate General level, MRV will
be in the form of aggregation of the MRV implementation at installation level, assuring that
installation level MRV is properly adhered to.

As MRV in this proposal is intended for emissions, it is substantially different with MRV of RAN-
GRK, now under development by BAPPENAS and Ministry of Environment & Forestry, that will
be for emissions reduction and conducted at activity level.

MRV in this proposal will support the sectoral obligation to calculate and report their emission
under the Presidential Regulation No. 71/2011 of GHG Inventory and also inline with the energy
conservation obligation stipulated in Government Regulation No. 70/2009. The results of these
sectoral emissions calculation will be passed on to the Ministry of Environment & Forestry as a
part of national GHG inventory works.

The design of governance aspects of an MRV system (i.e., the Institutional Track) will be done in
close consultation with stakeholders and will include the following activities:
— determining the risks and incentives for misrepresenting data;
— identifying potential ways to address misrepresentation;
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— discussing different options for oversight and verification;

— identifying data access, confidentiality and management issues;
— discussing incentives for compliance and sanctions for non-compliance;
— deciding on sanctions for non-compliance;
— selecting appropriate verification and data management approaches;
— capacity building for verifiers and oversight organizations;

— development of data management, storage and tracking systems;

— development of regulations to establish obligations, incentives and sanctions, and
institutional mandates (may be accomplished in phases);
— revisions of regulations (if required).

Table 2. Description of works for design of governance aspects of an MRV system (the Institutional Track)

. Time
Party(ies) .
Responsible Recf;uwed
Objective Rationale Deliverable(s) Description For Action / Corg;r)le-
Type of Action tion
Required (months)
Discuss, design and The institutional Procedures on | Based on mapping of MEMR / 12
develop procedures track is needed to | MRV for target | existing/to be developed Facilitation &
on MRV in target ensure sound areas MRV systems in regulatory
areas, which will governance of Indonesia, development actions in
cover monitoring MRV systems, of agreed: power sector
procedures and which includes the L
guidelines, validation | rules that form the * monitoring Mol /
and verification basis for procedures and Facilitation &
procedures and implementation of guidelines; regulatory
guidelines, incentives | the MRV system, e reportlpg period; actions in
and disincentives, the institutions e validation and energy-
reporting period etc. | that will manage verification intensive
and implement the requirements, industries
MRV system procedures and sector
(including guidelines;
aggregation of e incentives and
data received disincentives;
from individual e others
installations),
Discuss, design and | capacity building Institutional set | Based on mapping of MEMR / 12
develop institutional and awareness up for MRV for | existing/to be developed Facilitation &
set up for MRV in raising to prepare | target areas MRV systems in regulatory
target areas, which those that will Indonesia, clarification of | actions in
includes institutions have a role in following for target areas: | power sector
overseeing MRV and | implementing and o
its mandates, scope | operating MRV * institutions Mol /
of work and systems (e.g. data overseeing MRV and | Facilitation &
obligations, management at its mandates or regulatory
institutions for the installation scope Qf work or actions in
implementing level). obligations; energy-
validation and — e institution for intensive
verification, data The work in this implementing industries
’ track will be validation and sector

management etc.

focused on the

verification;
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Party(ies) i

: Required
Responsible for
Objective Rationale Deliverable(s) Description For Action / c
. omple-
Type of _Actlon tion
Required (months)
two target areas e data management
as well as the system (at the level
interaction with of aggregated data
other MRV management);
systems. e others.
Increased capacity Capacity Activities for increasing MEMR / 36
and awareness of building and capability and awareness | Facilitation &
MRYV system awareness related to: actions in
stakeholders. raising . . power sector
activities * implementing
monitoring, reporting | Mol /
and data Facilitation &
management actions in
systems; energy-
e conducting validation | intensive
and verification; industries
e implementing the sector
MRV system as a
whole;
e others.

Component 3. Piloting an MRV system

At the installation level, the activities that need to be performed to arrive at measurable, reportable
and verifiable emission reductions include: activities monitoring, calculation of emissions and
emission reductions, data reporting and verification, and use of report.

The objectives of a monitoring system include the process of gathering GHG emissions monitoring
data at various installation levels in the electricity generating systems, power plants and energy
intensive industries in order to corroborate claimed mitigation achievements in both sectors. Data to
be gathered includes: location of plants, installed capacity, plant efficiency, fuel used (types, density,
net calorific values, consumption), CO emission factors, etc.

Reporting, as a key input to verification, encompasses documentation requirements and
specifications on report formatting, data submission etc. Verification, which will be done according
to a verification standard, shall be conducted by accredited independent verifiers to ensure
consistency and credibility of data.

This MRP proposes to develop and pilot MRV systems for:

(1) electricity generation — with the JAMALI interconnected grid as the pilot area; and
(2) energy intensive industries — with pulp & paper as pilot area.

To ensure that the MRV activities can be implemented properly, a governance and enforcement
framework will be needed, which will also serve as quality assurance. However, the MRV system
design will need to take into account the current condition and capacity of the target areas. This
proposal describes the work in Component 2: Piloting an MRV System as works to build and/or
improve MRV system's building blocks in installation level. The works is closely related to the design
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of the MRV system's governance aspects, therefore the works in Component 3 will be closely

coordinated with Component 2.

The piloting of an MRV system (i.e., the Piloting Track) will be done in close consultation with

stakeholders and will include the following activities:

— mapping MRV activities at the installation level;

— comparing existing monitoring protocols in relation to identified purposes;

— determining the applicability of existing protocols and the need for adjustments;
— defining the type of data that need to be gathered by the MRV system;

— reviewing of data requirements;

— development and establishment of monitoring and reporting technical guidelines;

— development and establishment of a reporting template;
— consultations on monitoring guidelines and templates;
— revision of the reporting template (if necessary);

— capacity building at the installation level to facilitate the implementing of an installation level

monitoring and reporting system;
— testing of MRV systems (in one or two steps);
— reviewing of MRV guidelines and practices;
— revision of MRV guidelines and templates;
— adaptation of installation level MRV systems.

Table 3. Description of works for piloting MRV system (the piloting track)

where necessary and by

. Time
Party(ies) .
Responsible Recf;uwed
Objective Rationale Deliverable(s) Description for Action / c or
. omple-
Type of Actlon tion
Required (months)
Map MRYV activities in | The piloting track Map of MRV Mapping MRV activities MEMR / 6
Indonesia, including is required to activities at the | at the installation level in Facilitation in
coverage, protocols, establish an MRV | installation Indonesia on: power sector
verification system at the level in -
requirements, etc., installation level. Indonesia. * characteristics; MOI./. .
especially within the | Currently, there is * procedures; Facilitation in
target areas. no sector-wide  methodologies; energy-
MRV system on * reporting period; intensive
GHG emissions at « data management; | industry sector
the installation e validation and
level, except for verification
CDM projects. requirements and
Therefore, in practices.
order to
Determine applicable | implement a Monitoring Monitoring protocols will MEMR / 6
monitoring protocols | market-based protocols. be developed by Facilitation in
for the pilot areas. instrument, an comparing and assessing | power sector
MRV system that existing protocols,
cover the selected making them applicable | Mo/~
sector at the to Indonesian conditions | acilitation in
energy-
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. Time
Party(le's) Required
Responsible for
Objective Rationale Deliverable(s) Description for Action /
. Comple-
Type of Action tion
Required (months)
installation level is developing monitoring intensive
required. rules and templates. industry sector
) The piloting of the
Establish data developed MRV Data Data management MEMR / 6
management system will be management systems at the Facilitation in
systems at the done in the system at the installation level are power sector
installation level. JAMALI installation required to maintain Mol /
interconnected level. system integrity. Internal F N ilitation i
electricity system and external procedures acilitation in
and in the pulp & will be developed to _er:erg)_/-
aber production achieve this. intensive
paper p industry sector
sector throughout
Piloting MRV Indonesia. These | o1 o ission | The piloting of MRV MEMR / 6
g industries will be p g
systems in the power closelv consulted data and systems for the power Facilitation &
sector and pulp & durin ythe ilotin review on the and cement sectors will regulatory
paper sector. 9 p 9 | MRV system provide GHG emission action in
track and the
results and _at the _ d_ata. for eaph ‘sectqr. The | power sector
| installation piloting activities will
essons learned le . Mol /
; vel and at an | provide feedback on the R
will be used to aggregated MRV system, which will Facilitation &
further refine the ggreg ysiem, regulatory
MRV svstem data allow reviewing and tion i
¥ ' management modifying the system as actionin
level. may be needed. energy-
intensive
industry sector

Component 4. Development of a Market-Based Instrument Framework

The most suitable policy option of market-based instrument for scaling-up GHG emissions reduction
needs to be carefully identified and designed. This proposal will comprehensively assess all aspects
that are required for a proper implementation of MBls, which include, but are not limited to, policy
options (e.g. carbon tax, emission trading, renewable energy and energy efficiency certificates,
baseline and crediting, sectoral crediting, and crediting NAMAs), cost and benefit analysis of each
policy option, sectors to be included in the MBI, institutional set-up and required capacity. This
comprehensive analysis is expected to propose a “most preferred” MBI policy option ready for
political consideration and decision-making.

There is no such comprehensive assessment of market options that enables the Government of
Indonesia indicate what type of carbon mechanism(s) to pursue yet. However, considering that
Indonesia already build up crediting experience through CDM, had signed the Joint Crediting
Mechanism (JCM) with Japan, the readiness to implement crediting-type mechanism is relatively
higher thus will likely not be the focus of PMR implementation phase. Also, the nature of core
technical readiness pursued in this proposal is of “sectoral” type so that types of sector-level
mechanism will likely receive more attention in the PMR implementation phase. Nevertheless,
crediting-type mechanism will be at the minimum seen as a possible market element with
international aspect since Article 6 of UNFCC's Paris Agreement recognizes international transfer
of mitigation outcomes and a supporting mechanism will be established under UNFCCC
administration (which will facilitate NAMASs crediting).
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This Component will pilot the selected MBI, presumably within the MRV pilot areas as they are
expected to be the sectors with highest market-readiness then, and ensure that the lessons learned
are identified and disseminated properly to facilitate further policy making process in the Gol and

related stakeholders.

Table 4. Description of works for Development of a Market-Based Instrument Framework

various countries;

— Selection of MBI
that is suitable for
Indonesia;

— Review various
aspects that need
to be considered
for a proper
implementation of
MBI;

— Selection of
sector for pilot
study;

— Gap analysis in
general and for
selected sector
toward
implementation;

— Concept design of
suitable MBI for
Indonesia;

— Action plan and
road map for MBI
implementation,
which includes
development of
required policies
and institutional
arrangements,
and other
required aspects
for successful
MBI
implementation.

target under RAN-
GRK becomes one of
the main concerns of
the government while
at the same time it
can pave the way
towards a low carbon
development path.
The implementation
of a market-based
mechanisms is
considered a realistic
options for a cost-
effective mitigation
scenario and to meet
emission reduction
targets.

Indonesia has gained
worthwhile
experiences to deal
with these emerging
schemes. However,
future market
mechanisms will need
a new set of
expertise, partially or
wholly, and
consequently
Indonesia will need to
undertake a lot of
preparatory work.

These preparatory
steps need to start
with a comprehensive
assessment of
Indonesia’s national

mitigation actions
including a review
of existing
market-based
instruments in the
world and the
lessons learned.

e Cost and benefit
analysis of
various market
options and
appropriateness
of their
implementation in
various sub-
sectors in
Indonesia.

e Analysis of
possibilities to
develop market-
based
instruments in
consideration of
ongoing UNFCCC
negotiations on
NMMs,
Framework of
Various
Approaches, Joint
Crediting
Mechanism, and
other possible
mechanisms.

e Analysis of gaps
(policy, technical,
institutional) to

Party(ies) Time
Responsible | Required
Objective Rationale Deliverable(s) Description fo_:_AcUon ! for
ype of Comple-
Action tion
Required (months)
— Review of existing | Negotiations on A The report will at least | CMEA / 18
regulatory market mechanism to | comprehensive include: Facilitation;
approach, MBI be regulated by assessment ) Approve
and their UNFCCC are now report on MBI e Analysis on TORs
implementation ongoing under the options for economic
for GHG Paris Agreement. At | Indonesia. instruments and
mitigation in the national level, the options to
emission reduction encourage
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Party(ies) Time
Responsible | Required
Objective Rationale Deliverable(s) Description fo_:_Actlon J U3
ype of Comple-
Action tion
Required (months)
conditions contrasted implement market
with the market options.
options. The
assessment should * Aroad map
use sound research it?n\g?erri(t;?ation of
:;grzzlclﬁas lanning market—based
combined with instruments.
intensive stakeholder
engagement. It is Design of Based on the CMEA/ 8
expected that the selected market- | comprehensive study, | Facilitation
assessment will based the selected MBls will
provide a solid base instruments for be designed for
for further decision the selected implementation in e.g.
making and serve as sector. the power or industry
a core preparatory sector, with additional
component for market input from the work
implementation in on MRV systems.
Indonesia.
Draft policy(ies) | Based on the MBI CMEA / 6
required for the design, draft policies Facilitation &
establishment will be developed as regulatory
and basis for further policy | action
implementation discussions.
of MBI.
Piloting the Piloting of the CMEA/ 18
market-based designed Facilitation;
instrument in the | instrument(s) prior to | Operation

selected sector.

their full operation will
be important to
confirm the design
and identify
opportunities to
improve the
instrument. The pilot
instrument should be
implemented in an
area with sound
readiness, e.g. in the
JAMALI
interconnected
electricity system and
in the cement
industry.

Component 5. Organization, Communication, Consultation and Engagement
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The original Indonesian MRP stated that the planned work will be organized using the following main
institutions: a Project Steering Committee, Project Implementation Unit (could be more than one PIU
set up for the different tasks), a Secretariat, and an Expert Group as shown in Figure 2. This
component will ensure that an overarching organization is available and project results can be
beneficial nationally beyond sector boundaries. Further organization arrangement in this proposal is
described in Section VII. Governance and Management Arrangements.

Table 5. Description of works for organization, communication, consultation and engagement

stakeholders
during all stages
of the
implementation
phase of the
MRP.

communication and
coordination with the
stakeholders need to
be ensured.

Included in this
coordination and
communication role
will be coordination of
inputs, awareness
raising and capacity
building involving
relevant stakeholders.

design and
implementation of the
MBI. Capacity
building exercises will
also need to be
conducted to ensure
that stakeholders
have the same
understanding of the
issues so that they
can provide adequate
input.

Party(ies) Time
Responsible | Required
Objective Rationale Deliverable(s) Description FQF;\,?::P d Co:g;-)le-
Action tion
Required (months)
— Tointegrate all The implementation PMR The deliverables UNDP / 48
activities in the of all activities will implementation contain briefing Project
MRP involve stakeholders, | report. papers, newsletters, management
implementation not only from the etc. to communicate & facilitation
phase into a government, but also activities and results
seamless from the private achieved by the PMR
program toward sector and from civil implementation phase
MBI society organizations to relevant
implementation. to provide input into stakeholders.
. all activities starting
- L"Sﬁft’?{g“”'cate from planning to Stakeholder Stakeholder UNDP / 48
stakeholders design and up to consultations consultations need to | Project
: implementation. and capacity be conducted to management
- To engage Proper building reports. | provide input into the | & facilitation

Resources and Partnership

PMR Partnership Assembly decided in its 3rd meeting in Cologne, May 28-29, 2012, that funding
support for implementing countries' proposal is using package-approach categorized according to a
set of criteria related to the level of development and commitment toward market-based instrument

implementation.

Below are the three categories of funding size and its simplified traits:
e USD 3 million (Minimum Amount): support on core technical and institutional readiness
e USD 5 million: support on technical and institutional readiness

e USD 8 million: support on advanced technical and institutional readiness
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In the PMR's 7th Partnership Assembly meeting in Marrakesh, October 22-23, 2013, Indonesia
(represented by the National Council on Climate Change as the leading agency during MRP
preparation) presented its MRP and acquired the Assembly's endorsement and grant allocation to
startits PMR activities. Indonesian MRP is categorized as seeking support to increase core technical
and institutional readiness, i.e., to build and improve capacity in MBI-related technical and policy
analysis. The current agreement as stated in the Transfer Agreement between UNDP and the WB-
PMR Secretariat, the grant allocation for Indonesia is USD 3,150,000 (see Table 6 below).

Table 6. Allocated Fund for PMR Indonesia Implementation Phase

Allocated PMR
Activities Implementation Phase
Fund (USD)
Component 1. Profiling emissions in the power and 700,000
industry
Component 2. Design of governance aspects of an MRV 500,000
system (Governance Track)
Component 3. Piloting an MRV system (Piloting Track) 650,000
Component 4. Development of a market-based instrument 1,000,000
framework
Component 5. Organization, communication, consultation 300,000
and engagement
Total 3,150,000

The PMR Implementation Phase will work in close coordination with key Gol partners (CMEA,
MEMR, Mol, MoF, MoEF) and non-government stakeholders as National Electricity Company (PLN),
Indonesian Electrical Power Society (MKI), Indonesian Renewable Energy Society (METI),
Indonesian Pulp and Paper Association (APKI) and others.

Since market-based instrument (hence, its readiness) is a tool to scale up mitigation action, sufficient
know-how about MBI as a policy tool should be possessed by the Government prior to its utilization.
Relevant stakeholders should know the characteristics and know-how to design and operate an
effective MBI. An effective MBI would also require positive interaction and harmonization with
existing policies/programs/plans, especially those relating to MRV issues. The following are some
works/projects that have been done in the past and on going projects carried out by the Government
relating to MRV activities:

1. The Ministry of Environment and Forestry is developing the Indonesia’ MRV system. Besides
utilizing the Government-owned budget, this works have been significantly supported by several
bilateral and multilateral organizations, including the Indonesia-Norway bilateral cooperation in
REDD+ project, the UN-REDD Programme, the World Bank Forest Carbon Partnership Facility
(FCPF), the Indonesia-Australia bilateral cooperation through Indonesian National Carbon
Accounting System (INCAS) and the Indonesia-Australia Forest Carbon Partnership (IAFCP);

2. In 2011, the Planning Agency (Bappenas) initiated the National GHG Emission Reduction (RAN-
GRK), which is intended to reduce the GHG emission at national and provincial levels (RAD-
GRK). The RAN and RAD GRK have recently been reviewed to come up with the more actual
figure of national GHG baseline.
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3. CMEA, in cooperation with the Government of Japan has developing the Join Crediting
Mechanism (JCM). The project has been implementing since three years ago, aimed at
transferring low carbon technology leading to mitigation action and contributing to sustainable
development in developing countries, developing MRV methodologies, and introducing the
carbon credit scheme, which can be accounted for mitigation action in both countries.

With respect to contribution of this project to mitigation actions in Indonesia, Figure 3 below illustrate
how the project results and existing/upcoming policies and initiatives interact to build the market
readiness with the objective to scale-up mitigation actions. This proposal considers stakeholders
understanding of MBI options as the foundation to achieve the project results thus will, from the very
start, work to promote the understanding of MBI and forge the national partnership for market
readiness.

Other related policies:

RAN-GRK; INDC; clean
energy target; industry
emissions reporting; etc.

Sectoral MRV
System:

Data management,

Operating/Planned
Market-scheme:

monitoring,

CDM, JCM, NCS,
reporting, etc.

verification

MBI Design:
PO L Mt %ﬁﬁ?ﬁi&'ﬁ
: icies, .
financing of market- Readiness

instruments, etc MBI
Implementation

Actions

Note:

Project results

Existing building blocks

- Project outcome

Figure 3. Theory of Change for PMR Implementation Phase for Scaled-up Mitigation Action

By enriching the existing related policies and experiences from operating/planned market-schemes
with sectoral MRV system and a working MBI design, the project will support Indonesia to develop
its market readiness. The readiness is a prerequisite to implement the MBI. If appropriately adopted,
the MBI implementation will enable Indonesia to scaled-up it mitigation actions, support achievement
of mitigation target under the UNFCCC, and boost the shift to low-carbon development pathway.

Risks and Assumptions

Perhaps the most important risks to the project are sustainability/replicability and coordination.

There is a risk that results produced by project will not be sustained beyond the project lifetime.

There is also a risk that project results will not be scaled up. This risk is largely due to political

commitment to apply policy reforms. Given that these results emerged through external financing
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and support, key project results must be sufficiently institutionalized if the larger outcomes are to be
sustainable. However, there may be insufficient commitment to implement project
recommendations for post-project activities. A main reason for this is that they may be relatively low
commitment to institutionalize some project result in the absence of new external financing. For this
reason, the projectincludes specific outputs on communicating results to stakeholders and engaging
stakeholders during all stages of the MRP Implementation Phase. The activities under those outputs
will demonstrate the value of the project which may strengthen the Government’s appreciation of
the results and recommendations, and therefore make it more likely that the Government will support
the approval of results and recommendations for post-project implementation. The activities of this
project were strategically selected and designed to promote sustainability and replicability. Project
activities call for creating knowledge-dissemination and policy tools for mainstreaming efforts into
overall national strategies and plans.

Given the multi-faceted nature of the project, engagement of a multitude of stakeholders is required.
There is a real risk that coordination will be challenging. To mitigate this risk, the project includes
several approaches. During the proposal formulation, consultations were organized with key
stakeholders to increase their understanding of the project and establish networks of collaboration.
Once implementation of the project begins, key stakeholders will meet on a regular basis so that
they are aware of the progress of the project and contribute to the project. Additionally, the project
has select activities to strengthen institutional mechanisms for improved coordination and
collaboration. These include negotiating best consultative processes and memoranda of
understanding.

Related to these risks is an equally important risk: internal resistance to change. This is a natural
human condition and reflects people’s comfort with known subjects, policies and procedures.
However, the basis for this project is that these knowledge-base, policies and procedures could be
improved. The activities of this project were strategically selected and designed to take into account
these existing “business-as-usual” approaches, and to facilitate a process by they could be improved
incrementally. Most, if not all, of the activities under this project call for such incremental
modifications to be made. These will not be dictated by external expertise, but rather facilitated by
experts and independent advisors so that stakeholders discuss and come to consensus agreements
themselves. This approach serves to strengthen the ownership and legitimacy of the decisions
reached in these stakeholder consultations, workshops, or other project exercises. For this reason,
the project makes the implicit assumption that stakeholders will give the benefit of the doubt to the
design of the project activities, be open to new and opposing perspectives, and actively participate
in the project to negotiate issues and recommendations towards a consensus.

Related to this risk is a risk is that political elections and changes in government structure could
result in a change in leadership among the key government bodies, with implications for the loss of
institutional memory. Notwithstanding, changes in political leadership tend to reverberate vertically,
with heads of ministries replaced as a result of nominations from parliamentary factions, who in turn
may replace heads of technical or administrative departments.

To mitigate these risks, a couple of fact should be made clear to all stakeholder in the earliest chance
possible. First is the fact that Indonesian decision nor commitment to implement market-based
instrument is not demanded by this project. However, the project's results will make the Government
more comfortable is making the decision. In the case that MBI couldn't be implemented within the
project's period, the resulted sectoral MRV system is strongly beneficial to develop any effective
climate mitigation policy; thus is deemed as a no-regret measure. The second fact is that this project
won't bring additional burden to private stakeholders and its line ministries. Sectoral MRV is already
mandated by Presidential Regulation No. 71/2011 cl. 8 about National GHG Inventory and this
project will assist in developing and/or improving the MRV system.
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A final, minimal risk associated with the project is risk of a lack of ownership and leadership. Since
the project covers multiple focal areas (i.e.,, electricity generation, industry, and climate change) that
are mandated by multiple ministries, there is a risk that these ministries will be engaged but no
agency will take a leadership role. By design, the lead agency is the Coordinating Ministry of
Economic Affairs which is the traditional coordinating ministry to the key ministries involved. To
increase other ministries’ ownership of the project, the project design includes measures to promote
ownership.

Project activities will be informed by the best available expertise, facilitated by experts and
independent advisors in such a way that stakeholders discuss and come to consensus agreements
themselves. This approach helps strengthen the ownership and legitimacy of the decisions reached
in stakeholder consultations, workshops, or other project exercises.

Stakeholder Engagement

Project ownership was initially developed during the conceptualization of the project at the stage of
the MRP preparation, and reaffirmed in workshop shortly after the MRP is endorsed by the PMR's
Partnership Assembly. However, in the intervening period between the MRP endorsement and
development of the project document, a number of institutional changes contributed to the need to
modify the project strategy, e.g., the disbandment of the National Council on Climate Change and
the merger of the Ministry of Environment and the Ministry of Forestry.

For this reason, stakeholder consultations during the development of the project were important to
managing the risk of the potential loss of national ownership and sufficient comprehension of the
project's strategic goals. Notwithstanding the stakeholder engagement of the project development
phase, the long-term legitimacy, relevance, and sustainability of the project and its expected
outcomes will require on-going and broad-based stakeholder engagement. Project-based decisions
must be negotiated in a way that also ensure that all stakeholders receive satisfactory levels of
benefits and equity, which are also critical to sustainability. The project will also undertake targeted
awareness-raising activities to secure high-level commitment from key decision-makers and foster
a sufficient number of project champions to sustain project outcomes following project completion.

South-South and Triangular Cooperation (SSC/TrC)

The PMR is a platform for technical discussions and knowledge creation, South-South and North-
South exchanges, and collective innovation on new market instruments. It is therefore aimed at
enhancing and promoting South-South and North-South Cooperation. The PMR is also a global
partnership of developed and developing countries that provides funding and technical assistance
for the collective innovation and piloting of market-based instruments for GHG emissions reduction.
It brings together more than 30 countries and sub-national jurisdictions. Among the developing
countries involved are: Brazil, China, India, Vietham, Morocco, Peru, and Tunisia. Peru and Tunisia,
in particular, are the two countries implemented the PMR project in cooperation with UNDP.

The PMR organizes a Partnership Assembly (PA) twice a year. In the PA meeting, member countries
are represented by the PMR focal points, and may also accompanied by the project’s
representatives. During the meeting, countries report to the PA on the status and progress of the
Market Readiness Proposals. The PA also markets place to listen and learn best experience and
knowledge sharing among the member’s countries. PMR, therefore, provides a platform for technical
discussions of such instruments to spur innovation and support implementation.
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The PMR is country-led and builds on countries’ own mitigation priorities. Focus is placed on
improving a country's technical and institutional capacity for using market instruments to scale up
mitigation efforts. Market instruments, such as domestic emissions trading and scaled-up crediting
mechanisms, will be targeted for pilot efforts. Ensuring the essential readiness components for any
of these instruments—such as data management, MRV systems and the creation of policy and
regulatory framework

Knowledge, Sustainability and Scaling Up

Knowledge management is a key factor to the sustainability and scaling up of project results. The
knowledge base about MBI options, it's possible application in Indonesia, key considerations, etc.
will be developed along the project period and will serve as the foundation to reach consensus
and/or policy development. The knowledge base will be developed using participatory approach in
a partnership setting instead of a one-way, tutoring style. Thus, it became more important to ensure
that the knowledge development processes and results are well documented so that it can be easily
accessible and traceable.

Project activities will include studies, workshops, trainings, expert meetings and stakeholder
consultations. From its activities, the project will derive and document findings, needs, lessons
learned and recommendations. A web-portal hosted within the CMEA website will be developed to
store the knowledge products in a structured way, provide international references and make it easily
accessible by stakeholders and the general public. To leverage the project's results visibility to
general public, social media will be used as appropriate and press releases will be made along with
the implementation of project's major events and completion of milestones.

Scaling up of the project results could be done simply by extending the pilot MRV and MBI to national
coverage. As decisions to enable scaling up will be political decisions, the project will strive to ensure
that the decision makers are well informed about the project's results. In addition to the executives
of related ministries/agencies, the parliament's factions will be a target for information dissemination.
The existence of Green Economy Caucus in Indonesian Parliament is a positive development which
can be used as an entry to broaden the project's visibility to the parliament to the extent possible.
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V. PROJECT MANAGEMENT
Cost Efficiency and Effectiveness

Cost efficiency will be attained by leveraging existing resources and structures such as Government
bodies and regulations, industry organisations and structures. A prime example is the establishment
of an MRV system where the project intends to build upon existing sector measurement and
reporting protocols. The project will also assess various GHG abatement potentials and compare
by cost of abatement/unit (CO2e), and design the MRV, MBI activities based on the
recommendations from the GHG emission abatement studies.

A reliable MRV system is a pre-requisite for developing an effective market-based approach policy
as well as other climate change mitigation policies. In addition, MRV allows Indonesia to obtain data
from power generation and energy-intensive industries facilitating increased efficiency of both
sectors. In this sense the work on MRV is a no-regret measure.

Project Management

The Direct Implementation Modality will be applied for implementation of this project. This project
complies to some extent with the policies, procedures and practices of the United Nations Security
Management System (UNSMS), and as such, is consistent with UNDP’s Programme and
Operations Policies and Procedures, social and environmental sustainability through application of
the UNDP Social and Environmental Standards. The Indonesia UNDP country office has extensive
experience with the DIM modality, including the 141million USD tsunami project and the REDD+
project. The project office will be based in Jakarta, situated near the Coordinating Ministry of
Economic Affairs and in close proximity with the UNDP Indonesia country office.
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VIIl. GOVERNANCE AND MANAGEMENT ARRANGEMENTS

As requested by the Coordinating Ministry of Economic Affairs (CMEA), the project will be
implemented under the Direct Implementation Modality (DIM), and will be led by National Project
Director (NPD). She/he will be overseeing the implementation of the project. In this arrangement the
Deputy Country Director of UNDP will serve as the NPD. The NPD can appoint officer in charge as
required to represent the NPD in the Project Board. The implementation arrangements will follow
the standard UNDP project management guidelines. For the preparation purposes, it is agreed that
the costs for any activity related to the project implementation conducted prior to signing of the
Project Document will be borne by the Project.

Project Board

A Project Board (PB) will be established to provide an oversight of the project’s execution and its
activities, including recommendations for approval of project/budget plans and its revisions. In order
to ensure UNDP’s ultimate accountability, the PB decisions should be made in accordance to
standards that shall ensure management for development results, best value for money, fairness,
integrity, transparency and effective international competition. UNDP will play the role of providing
guidance regarding the technical feasibility of the project.

The PB is chaired by NPD, and comprised of Deputy Minister for Energy, Natural Resources and
Environmental Management of CMEA (or appointed representative), and a representative from PMR
Secretariat. The PB will meet at least once a year and/or anytime deemed necessary. If required,
PB meeting could include/invite relevant Ministries/Agencies.

Project Assurance

Project Assurance (PA) is the responsibility of the PB members, delegated to the Programme
Manager. The PA supports the PB by carrying out objective and independent project oversight and
monitoring functions. This role ensures appropriate project management milestones are managed
and completed.

Project Management Unit [

A Project Management Unit (PMU) will be established by the NPD to manage project
implementation as mandated by the PB. The PMU will be supervised by CMEA and UNDP, and
will be responsible for the day-to-day operational and financial activities. The PMU will be led by a
National Project Manager (NPM), and will report to NPD and CMEA in accordance with UNDP
rules and regulations. Services provided by the PMU include, inter alia, support to recruitment and
contracting of project management and technical staff; procurement of goods and services for
project inputs; developing Annual Work Plans; support for budget and financial management; etc.

The PMU will provide support the Working Groups (WGs) in the formulation of Terms of
Reference, and performing the necessary internal control functions to ensure that activities are
carried out as per rules and guidelines. [J

The PMU will also be responsible for translating work activities prioritized by the WGs into Annual
Work Plans covering all activities, inputs and outputs under the project. Quarterly Progress
Reports will be prepared on outputs and detailed expenditures. The AWP will be accompanied by
a budget table and the clarification of specific procurement and recruitment activities to be
undertaken by either the PMU or UNDP. The AWP and budget will be reviewed and agreed by the
PB and signed by NPD. The PMU houses all operational staff including a coordinator who
oversees and manages all of the WGs. The number of personnel in PMU will be decided as
needed by the NPD, in consultation with CMEA.
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The PMU will consist of:

National Project Manager (NPM)

Reporting directly to the NPD, the NPM is responsible for the day-to-day management of the PMU
including supervising staffs and personnel. The NPM is responsible for preparing project work plan
and accountable for the achievement of outputs and targets as approved by the project board. The
NPM is also responsible for ensuring clear and strategic support line between PMU and the WGs.

Working Group Coordinator

The Working Group Coordinator (WGC) will provide direction and guidance and manage all of the
WGs in terms of strategy to achieve the agreed targeted outputs. The WGC will be supported by
Monitoring, Reporting, and Communication Officers, and also coordinate them to ensure that all
results of the project’s achievements are reported and communicated. Additionally, the WGC will
organize production of knowledge management out of the project implementation, and take
advantage of lessons learned for wider application at the national level. WGC reports to the NPM
on daily and regular basis.

Project Associate

The Project Associate will be responsible for ensuring provision of project inputs to the WGs as
identified in operational needs of the project; allocating technical assistance resources as well as
undertake day-to-day management tasks. Throughout the implementation of the project, the
Project Associate will also liaise closely with UNDP, NPM, and WGs, to support the optimal
allocation of resources based on identified priority activities.

Finance Assistant

The Finance Assistance will be responsible to advise NPM on financial resources status (actual
expenditures vs. budget) according to the work plan and ensure all funds are spent in line with
approved work plan. Other key tasks include reporting of expenses, preparing for audit, dealing
with cash advance requests, and ensuring solid fiduciary management of the project.

Procurement Assistant

The Procurement Assistant will be responsible for overall procurement support/functions of the
project according to the approved procurement plan and ensure all of the procurement process is
implemented in line with project operations, UNDP policies and procedures. Other key tasks
include reporting of procurement status and keeping procurement records for audit preparations,
and generally ensuring solid implementation for the project.

Administrative Assistant

The Administrative Assistant will be responsible for providing overall day-to-day office and
administrative supports, asset management, preparing for audit, dealing with external parties, and
generally ensuring smooth implementation of the project. Other key tasks include secretarial
functions and other administrative support.

Monitoring and Reporting Officer

A solid Monitoring and Reporting (M&R) system is a key component for any successful project
implementation, and determines how the project will be able to explain and showcase to external
stakeholders on the progress made, achievement and impacts delivered. For the said objectives,
an M&R officer will, in consultation with the NPM and WGC of each WG, follow a Result and
Resource Framework and Activity Log Frame with quantifiable indicators, baselines and targets. In
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some instances, the M&R officer may advise NPM and WGC on required survey and field visits to
establish a baseline or data collection which may not in existence, a crucial task in enabling an
objective measurement of the project’s impacts.

The PMU will be operationalized in Jakarta and a physical project office will be established in
government implementing partner’s premise or hiring an office building close to the Ministry.

Project Board

Senior Executive: Senior ]
Beneficiary: | UNDPProject | i BiaR
CMEA") Director (DCD) |  Secretariat

Project Assurance:
UNDP Programme Manager 3

PMU National Project

i Manager :

?| M&R Officer

) : > WG Energy
: : :

Project & > WG E WG Indust
Associate | “| Coordinator | : Y
¢ ¥ ¢ Ed WG MBI
Finance Administration Procurement Admin Support
i | Assistant Assistant Assistant : > for WG

Figure 4. Project’s Organization Chart

Note:

*) Coordinating Ministry of Economic Affairs (CMEA) as Senior Beneficiary will also have a Steering Committee outside
the Project Structure on Carbon Market Readiness which will have members such as Ministry of Finance, Ministry of
Environment & Forestry, Ministry of Energy, Ministry of Development Planning, and Ministry of Industry. The progress and
project update will be shared by CMEA with the Steering Committee members. The role of the Steering Committee is to
provide high level guidance on the project as well as link with related initiative on Carbon Market.
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IX. LEGAL CONTEXT AND RISK MANAGEMENT
LEGAL CONTEXT STANDARD CLAUSES

The project document shall be the instrument envisaged and defined in the Supplemental
Provisions to the Project Document, attached hereto and forming an integral part hereof, as “the
Project Document”.

The project will be implemented directly by UNDP Country Office in Jakarta, in close coordination
with Coordinating Ministry of Economic Affairs, as the primary beneficiary. Therefore, Financial
Regulation and Rules of UNDP will be applied in the project implementation.

Risk MANAGEMENT STANDARD CLAUSES

1. UNDP as the Implementing Partner shall comply with the policies, procedures and practices
of the United Nations Security Management System (UNSMS.)

2. UNDP agrees to undertake all reasonable efforts to ensure that none of the project funds are
used to provide support to individuals or entities associated with terrorism and that the
recipients of any amounts provided by UNDP hereunder do not appear on the list maintained
by the Security Council Committee established pursuant to resolution 1267 (1999). The list
can be accessed via hthttp://www.un.org/sc/committees/1267/aq_sanctions_list.shtml. This
provision must be included in all sub-contracts or sub-agreements entered into under this
Project Document.

3. Consistent with UNDP’s Programme and Operations Policies and Procedures, social and
environmental sustainability will be enhanced through application of the UNDP Social and
Environmental Standards (http://www.undp.org/ses) and related Accountability Mechanism
(http://lwww.undp.org/secu-srm).

4. The Implementing Partner shall: (a) conduct project and programme-related activities in a manner
consistent with the UNDP Social and Environmental Standards, (b) implement any management or
mitigation plan prepared for the project or programme to comply with such standards, and (c)
engage in a constructive and timely manner to address any concerns and complaints raised through
the Accountability Mechanism. UNDP will seek to ensure that communities and other project
stakeholders are informed of and have access to the Accountability Mechanism.

5. All signatories to the Project Document shall cooperate in good faith with any exercise to evaluate
any programme or project-related commitments or compliance with the UNDP Social and
Environmental Standards. This includes providing access to project sites, relevant personnel,
information, and documentation.
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X. ANNEXES

1. Project Quality Assurance Report (on line UNDP internal process)

2. Social and Environmental Screening Template

3. Risk Analysis.

4. Project Board Terms of Reference and TORs of key management positions

5. Transfer Agreement between the International Bank for Reconstruction
and Development, as Trustee of the Partnership for Market Readiness
Multi-donor Trust Fund and the United Nations Development Programme
with respect to the Implementation of Indonesia’s Market Readiness
Proposal under the Partnership for Market Readiness (TF No. TFOA3491)

6. Supplemental Provisions to the Project Document : The Legal Context.
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Annex 1. Project Quality Assurance Report

Project quality assurance report is undertaken through on-line UNDP
process the link:
https://intranet.undp.org/sites/IDN/project/SitePages/Projects.aspx

Annex 2. Social and Environmental Screening Template

Project Information

Project Information

. ) Indonesia’s Market Readiness Proposal Under the Partnership for Market Readiness
1. Project Title (PMR for Indonesia)

2. Project Number 00097002

3. Location (Global/Region/Country) | Indonesia

Part A. Integrating Overarching Principles to Strengthen Social and
Environmental Sustainability

QUESTION 1: How Does the Project Integrate the Overarching Principles in order to Strengthen

Social and Environmental Sustainability?

Briefly describe in the space below how the Project mainstreams the human-rights based approach

The long-term goal of this project is to establish a new market mechanisms or market based instruments to scale-up mitigation
actions in Indonesia based on country- specific conditions and international carbon market situations. This goal could be
achieved by successfully meeting the four objectives of this project. Number one is to increase understanding and determine
the type and scope of appropriate market-based instruments. Number two is to prepare and support regulation with respect to
carbon market related matters. Number three is to design and establish carbon market infrastructures; and number four is to
enhance institutional and individual capacities that are involve in carbon market issues.

Project oversight is provided by UNDP Country Office-Indonesia, which is responsible to ensure that UNDP’s global policies
for the application of human rights based approaches are integrated into its projects and programmes, including considerations
with regard to gender equality and the engagement and protection of the rights of indigenous and local peoples. UNDP
Indonesia will therefore ensure that the procedures followed during project implementation adhere to these UNDP global
policies, as well as Indonesia’s government requirements. To this end, during project preparation all key stakeholders at
national, and sub-national levels will be consulted appropriately. Opportunity will be given to key stakeholders to comment on
project design and plan. Agreement of sub national government as well as local communities will be obtained where project
activities are deemed to have an impact on local livelihoods. The project M&E system, including demonstration project
management committees and the project steering committee, will provide oversight for project implementation, including
decisions required on any human rights issues arising from project implementation.

Briefly describe in the space below how the Project is likely to improve gender equality and women’s empowerment

The project is focused on national and sector level policy and is therefore not envisaged to have a negative impact on women.
The project will facilitate the involvement of women in decision making processes.

Briefly describe in the space below how the Project mainstreams environmental sustainability

The project’'s main aim is to accelerate the reduction of GHG emissions, utilizing market mechanisms.
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Part B. Identifying and Managing Social and Environmental Risks

QUESTION 2: What are the
Potential Social and
Environmental Risks?

Note: Describe briefly potential social
and environmental risks identified in
Attachment 1 — Risk Screening
Checklist (based on any “Yes”
responses).

QUESTION 3: What is the level
of significance of the potential
social and environmental risks?

Note: Respond to Questions 4 and 5 below
before proceeding to Question 6

QUESTION 6: What social
and environmental
assessment and
management measures
have been conducted
and/or are required to
address potential risks (for
Risks with Moderate and
High Significance)?

Risk Description Impact Significan | Comments Description of assessment and

and CE management measures as

Probabilit | (| ow, reflected in the Project design. If

y (1-5) Moderate, ESIA or SESA is required note

High) that the assessment should

consider all potential impacts and
risks.

=5 Low Very unlikely | The project aims to de-carbonize

P=1 scenario the power generation and energy

Risk 1: Power generation facilities adopt
large hydro following strong pressure to
reduce GHG emissions

intensive industries through the
introduction of MRV and
recommendation of MBI options. In
theory, raising the bar will
encourage power companies to
switch to less carbon emitting
energy sources such as large hydro.
However, this is such a high hurdle
that the project (which follows
government guidance) is highly
unlikely to push the industry so far.
A steering committee will provide
high level guidance to the project
board.

QUESTION 4: What is the overall Project risk categorization?

Select one (see SESP for guidance) Comments
Low Risk X
Moderate Risk 0
High Risk O

QUESTION 5: Based on the identified

risks and risk categorization, what

requirements of the SES are relevant?

Check all that apply

Comments

Principle 1: Human Rights

Principle 2: Gender Equality and
Women’s Empowerment
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Biodiversity Conservation and Natural
Resource Management

Climate Change Mitigation and
Adaptation

Relevant in a positive
manner

Community Health, Safety and
Working Conditions

Cultural Heritage

Displacement and Resettlement

Indigenous Peoples

Nlo| o &~

Pollution Prevention and Resource
Efficiency

Relevant in a positive
manner

Final Sign Off

Signature Date Description

QA Assessor UNDRP staff member responsible for the Project, typically a UNDP Programme
Officer. Final signature confirms they have “checked” to ensure that the SESP
is adequately conducted.

QA Approver UNDP senior manager, typically the UNDP Deputy Country Director (DCD),
Country Director (CD), Deputy Resident Representative (DRR), or Resident
Representative (RR). The QA Approver cannot also be the QA Assessor. Final
signature confirms they have “cleared” the SESP prior to submittal to the PAC.

PAC Chair UNDP chair of the PAC. In some cases PAC Chair may also be the QA

Approver. Final signature confirms that the SESP was considered as part of the
project appraisal and considered in recommendations of the PAC.
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SESP Attachment: Social and Environmental Risk Screening Checklist

Checklist Potential Social and Environmental Risks

1.1 Would the Project potentially cause adverse impacts to habitats (e.g. modified, natural, and critical
habitats) and/or ecosystems and ecosystem services?

Answer

Principles 1: Human Rights (Yes/No

)

1. Could the Project lead to adverse impacts on enjoyment of the human rights (civil, political, NO
economic, social or cultural) of the affected population and particularly of marginalized groups?

2. Is there a likelihood that the Project would have inequitable or discriminatory adverse impacts on NO
affected populations, particularly people living in poverty or marginalized or excluded individuals or
groups?®

3. Could the Project potentially restrict availability, quality of and access to resources or basic services, NO
in particular to marginalized individuals or groups?

4. Is there a likelihood that the Project would exclude any potentially affected stakeholders, in particular NO
marginalized groups, from fully participating in decisions that may affect them?

5. Are there measures or mechanisms in place to respond to local community grievances? NO

6. Is there a risk that duty-bearers do not have the capacity to meet their obligations in the Project? NO

7. Is there a risk that rights-holders do not have the capacity to claim their rights? NO

8. Have local communities or individuals, given the opportunity, raised human rights concerns No
regarding the Project during the stakeholder engagement process?

9. Is there a risk that the Project would exacerbate conflicts among and/or the risk of violence to project- NO
affected communities and individuals?

Principle 2: Gender Equality and Women’s Empowerment

1. Is there a likelihood that the proposed Project would have adverse impacts on gender equality and/or NO
the situation of women and girls?

2. Would the Project potentially reproduce discriminations against women based on gender, especially NO
regarding participation in design and implementation or access to opportunities and benefits?

3. Have women’s groups/leaders raised gender equality concerns regarding the Project during the NO
stakeholder engagement process and has this been included in the overall Project proposal and in
the risk assessment?

3. Would the Project potentially limit women’s ability to use, develop and protect natural resources, NO
taking into account different roles and positions of women and men in accessing environmental
goods and services?

For example, activities that could lead to natural resources degradation or depletion in communities
who depend on these resources for their livelihoods and well being

Principle 3: Environmental Sustainability: Screening questions regarding environmental risks are

encompassed by the specific Standard-related questions below

Standard 1: Biodiversity Conservation and Sustainable Natural Resource Management

NO

5 Prohibited grounds of discrimination include race, ethnicity, gender, age, language, disability, sexual orientation, religion,
political or other opinion, national or social or geographical origin, property, birth or other status including as an indigenous
person or as a member of a minority. References to “women and men” or similar is understood to include women and men,
boys and girls, and other groups discriminated against based on their gender identities, such as transgender people and
transsexuals.
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For example, through habitat loss, conversion or degradation, fragmentation, hydrological changes

1.2 Are any Project activities proposed within or adjacent to critical habitats and/or environmentally NO

sensitive areas, including legally protected areas (e.g. nature reserve, national park), areas
proposed for protection, or recognized as such by authoritative sources and/or indigenous peoples
or local communities?

1.3 Does the Project involve changes to the use of lands and resources that may have adverse impacts NO
on habitats, ecosystems, and/or livelihoods? (Note: if restrictions and/or limitations of access to
lands would apply, refer to Standard 5)

1.4 Would Project activities pose risks to endangered species? NO

1.5  Would the Project pose a risk of introducing invasive alien species? NO

1.6 Does the Project involve harvesting of natural forests, plantation development, or reforestation? NO

1.7 Does the Project involve the production and/or harvesting of fish populations or other aquatic NO
species?

NO

1.8 Does the Project involve significant extraction, diversion or containment of surface or ground water?
For example, construction of dams, reservoirs, river basin developments, groundwater extraction

1.9 Does the Project involve utilization of genetic resources? (e.g. collection and/or harvesting, | NO
commercial development)

1.10 Would the Project generate potential adverse transboundary or global environmental concerns? NO

1.11  Would the Project result in secondary or consequential development activities which could lead to | NO
adverse social and environmental effects, or would it generate cumulative impacts with other known
existing or planned activities in the area?

For example, a new road through forested lands will generate direct environmental and social
impacts (e.qg. felling of trees, earthworks, potential relocation of inhabitants). The new road may also
facilitate encroachment on lands by illegal settlers or generate unplanned commercial development
along the route, potentially in sensitive areas. These are indirect, secondary, or induced impacts
that need to be considered. Also, if similar developments in the same forested area are planned,
then cumulative impacts of multiple activities (even if not part of the same Project) need to be
considered.

Standard 2: Climate Change Mitigation and Adaptation

21 Will the proposed Project result in significant® greenhouse gas emissions or may exacerbate climate | NO
change?

2.2 Would the potential outcomes of the Project be sensitive or vulnerable to potential impacts of climate | NO
change?

23 Is the proposed Project likely to directly or indirectly increase social and environmental vulnerability | NO
to climate change now or in the future (also known as maladaptive practices)?

For example, changes to land use planning may encourage further development of floodplains,
potentially increasing the population’s vulnerability to climate change, specifically flooding

Standard 3: Community Health, Safety and Working Conditions

3.1 Would elements of Project construction, operation, or decommissioning pose potential safety risks | NO
to local communities?

3.2  Would the Project pose potential risks to community health and safety due to the transport, storage, | NO
and use and/or disposal of hazardous or dangerous materials (e.g. explosives, fuel and other
chemicals during construction and operation)?

5In regards to COz, ‘significant emissions’ corresponds generally to more than 25,000 tons per year (from both direct and
indirect sources). [The Guidance Note on Climate Change Mitigation and Adaptation provides additional information on GHG
emissions.]
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3.3 Does the Project involve large-scale infrastructure development (e.g. dams, roads, buildings)? NO

3.4  Would failure of structural elements of the Project pose risks to communities? (e.g. collapse of | NO
buildings or infrastructure)

3.5  Would the proposed Project be susceptible to or lead to increased vulnerability to earthquakes, | NO
subsidence, landslides, erosion, flooding or extreme climatic conditions?

3.6 Would the Project result in potential increased health risks (e.g. from water-borne or other vector- | NO
borne diseases or communicable infections such as HIV/AIDS)?

3.7 Does the Project pose potential risks and vulnerabilities related to occupational health and safety | NO
due to physical, chemical, biological, and radiological hazards during Project construction,
operation, or decommissioning?

3.8  Does the Project involve support for employment or livelihoods that may fail to comply with national | NO
and international labor standards (i.e. principles and standards of ILO fundamental conventions)?

3.9 Does the Project engage security personnel that may pose a potential risk to health and safety of | NO
communities and/or individuals (e.g. due to a lack of adequate training or accountability)?

Standard 4: Cultural Heritage

4.1 Will the proposed Project result in interventions that would potentially adversely impact sites, | NO
structures, or objects with historical, cultural, artistic, traditional or religious values or intangible forms
of culture (e.g. knowledge, innovations, practices)? (Note: Projects intended to protect and conserve
Cultural Heritage may also have inadvertent adverse impacts)

4.2 Does the Project propose utilizing tangible and/or intangible forms of cultural heritage for commercial | NO
or other purposes?

Standard 5: Displacement and Resettlement

5.1 Would the Project potentially involve temporary or permanent and full or partial physical | NO
displacement?

5.2  Would the Project possibly result in economic displacement (e.g. loss of assets or access to | NO
resources due to land acquisition or access restrictions — even in the absence of physical
relocation)?

5.3 Is there a risk that the Project would lead to forced evictions?” NO

5.4  Would the proposed Project possibly affect land tenure arrangements and/or community based | NO
property rights/customary rights to land, territories and/or resources?

Standard 6: Indigenous Peoples

6.1 Are indigenous peoples present in the Project area (including Project area of influence)? NO

6.2 Is it likely that the Project or portions of the Project will be located on lands and territories claimed | NO
by indigenous peoples?

6.3  Would the proposed Project potentially affect the rights, lands and territories of indigenous peoples | NO
(regardless of whether Indigenous Peoples possess the legal titles to such areas)?

6.4 Has there been an absence of culturally appropriate consultations carried out with the objective of | NO
achieving FPIC on matters that may affect the rights and interests, lands, resources, territories and
traditional livelihoods of the indigenous peoples concerned?

6.4 Does the proposed Project involve the utilization and/or commercial development of natural | NO
resources on lands and territories claimed by indigenous peoples?

7 Forced evictions include acts and/or omissions involving the coerced or involuntary displacement of individuals, groups,
or communities from homes and/or lands and common property resources that were occupied or depended upon, thus
eliminating the ability of an individual, group, or community to reside or work in a particular dwelling, residence, or
location without the provision of, and access to, appropriate forms of legal or other protections.
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6.5 Is there a potential for forced eviction or the whole or partial physical or economic displacement of | NO
indigenous peoples, including through access restrictions to lands, territories, and resources?

6.6  Would the Project adversely affect the development priorities of indigenous peoples as defined by | NO
them?

6.7  Would the Project potentially affect the traditional livelihoods, physical and cultural survival of | NO
indigenous peoples?

6.8  Would the Project potentially affect the Cultural Heritage of indigenous peoples, including through | NO
the commercialization or use of their traditional knowledge and practices?

Standard 7: Pollution Prevention and Resource Efficiency

71 Would the Project potentially result in the release of pollutants to the environment due to routine or NO
non-routine circumstances with the potential for adverse local, regional, and/or transboundary
impacts?

7.2 Would the proposed Project potentially result in the generation of waste (both hazardous and non- NO
hazardous)?

7.3  Will the proposed Project potentially involve the manufacture, trade, release, and/or use of NO
hazardous chemicals and/or materials? Does the Project propose use of chemicals or materials
subject to international bans or phase-outs?

For example, DDT, PCBs and other chemicals listed in international conventions such as the
Stockholm Conventions on Persistent Organic Pollutants or the Montreal Protocol

7.4 Will the proposed Project involve the application of pesticides that may have a negative effect on | NO
the environment or human health?

7.5 Does the Project include activities that require significant consumption of raw materials, energy, | NO

and/or water?

50




1S

Buneald 1oy |[eo sanIAloe
8loid Ayjigeoldau

pue Ajjigeurelsns

ajowoud 0} paubisap pue
pajos|es Ajjeoibajelis alom
yoafoud sy} Jo seniAnoe 8y |
‘uonejuswsa|dwi joafoud
-}sod Jo} SuoiepUBWILLIOISI
pue sjnsal

Jo [eaoudde ayy woddns |im
JUBWIUIBA0S) 8y} Jeyl Ay
2J0oW }I 9Yew aiojalay)

pue ‘suolepuawLIodsl

pue sjnsal ay} Jo
uonenaidde s UBWUISA0S)
ay) uayjbuans Aew

yoiym j09foid sy} jo anjea
ay} ajesisuowap |Im sindino
S0y} Japun saljiAloe

a9y "eseyd uonejuawaldw
dHIN 8ys jo sebejs

|le Buunp siapjoyayels
Buibebua pue siapjoysyels

109foud swos azijeuonnysul
0] JUBWIIWWOD

mo| AjpAnejal aq Aew Aayy
1ey} s! siy} Joy uoseals uiew
Vv "saniAnoe 109(oid-1sod

J0O} suonepuawwodal j08foid
Juswa|dwi 0} JUBWHWWOD
wL1oINsul 8q Aew

2Jay} ‘JoABMOH ‘o|qeuleisns
9q 0} 8Je SBWOoIN0

Jabue| ay} JI pazijeuonniisul
Apuaions aq jsnw

s)nsal 108(oid A8y ‘poddns
pue Buioueuly [euIa}xd
ybnouy} pabiawsae sjnsal
9S9Uj} 1B} USAIS) 'SWI0al
Ko1jod Ajdde oy Juswinwiwod
|jeanijod o3 anp Ajebue|

sI sl siyl "dn pajeas aq jou
[Im synsaJ 109foud 1ey) ysu e
os|e s| a1y -awiay| 109foid

Jabeuel 0] sy|nsaJ Buiesiunwwod ay) puoAaq paulelsns aq
Jobeuep 109[01d uo sindjno oyoads jou |m 108foid Aq paonpoud 9102 Apgeondal /
awuweibolid JeuoneN sopnjoul 109foid ay S)INsal 1ey} ysi e S| alay | leonijod | 18qo0 L | Aupqeuieisng | |
arepdn | Aq parepdn asuodsal juswabeuey Angeqold paliuap|
sniels 1se] | ‘paniwqgns JaumoQ / S@inseawJaiunod ® 10edw| adAl areq | uonduosaq | #

9T0¢ 413Q01300 T ‘8ked

¢0046000 :di premy

(eisauopuj 10} HINd)
ssaulpeay 19)Je o) diysiaulred
a9yl J1apun resodold ssauipeay 19)Jel\ Ss.elsauopul 9111 193loid

8:;

OO MSIY ANIT440 "€ Xauuy



4]

Jobeue
awwelboliyd

Jobeuep
109l01d
|euolieN

pue sassao0.d 9A1}E}NSUOD
1s9q Bunenobau spnjoul
9say] ‘uoleloge||od

pue uoljeulpiood paaoidu
JO} swisiueydaW [euonniiisul
uayjbuais 0} sanIAioe
109|9s sey 109loid ay)
‘Aleuonippy "joefoid ayy oy
a)nquju09 pue 108foid ay) jo
ssalboud ay) jo aieme ale
Aay) 1ey1 0s siseq Jejnbal

B UO }98W ||IM Slapjoyaye)s
Aoy ‘suibaq 109(oid

ay} Jo uoneysws|dwi 82UQ
‘UOI}BIOQE||0D JO SHI0M]}BU
ysligeisa pue j09foid

ay} Jo Buipuejsiapun Jivy}
asealoul 0] sIapjoyaxels
Aoy yum paziuebio atom
SUOI}B}NSUOD ‘Uolje|NWIIO}
|lesodoud ay} Buung

‘Buibusjieyo

aq |[IM UOIJEUIPJO0D

1.y} Ysu [eal e sl 819y
‘paJinbal si siapjoyayels

Jo apnjinw e jo Juswabebus
“108foud a8y} jo ainjeu
pajadej-jinw 3y} UsAID

|euoneladO

910¢
18qoyoQ |

uoljeulploo)

(230 OsI)
saluedwoo Buiedionied
Aq pawoojam aq p|noys
suieb Aousioye ioduid

0} ejep pue bBuiodal

Jo Aoualedsuely Buiseaou|
‘pansind aq ||Im sainseawl
10168J-0U ‘aiowlayun

‘'sue|d pue

salbajel}s |euoljeu ||BJano
Ojul soye Bulwealisuiew

10} s]00} Aa1j0d pue
uoljeulwassip-abpajmouy

‘Buioueul) jeule)xe
MaU JO 8oUasqge 8y} Ul }nsal




€g

Jebeue
awuweibolid

Jabeuep
109[01d
jeuoneN

mau 0} uado aq ‘sanialoe
109oud a8y} jo ubisep

8y} 0} Jqnop 8y} Jo Jysusq
ay} aAIb [|Im stapjoysyels
1ey} uondwnsse }o1dwi

ay)] sayew 109(oid ay)
‘uoseal sIy} 104 "SasIoIoxd
10904d JBY30 JO ‘sdoysyiom
‘SUOI}B)INSUO0D Jap|oydXels
9S8y} Ul payoeal suoisioap
ay) jo Aoewnibs) pue
diysiaumo ayy uayibuals
0} senIas yoeoudde siy |
‘SaAjosWaY) sjuswaalbe
SNSUSSU09 0} W09 pue
SSNosIp slapjoyayels ey}
0S SI0SIApe Juapuadapul
pue spadxa Aq pajey|ioe}
Jayel Inq ‘esipadxe
|eulaixa Aq pajejoip

aQ Jou |IM 9S8y ‘Bpew aq
0] SUOIIBOIIPOW |BjusWaIoUI
yons Joj [|ed 108foid siyy
Japun saljiAloe 8y} Jo ‘e
J0U Jl ‘1soN “Ajjejuswalioul
panoidwi aq p|nod

Aoy} Ag ssao0ud e aeyjioey
0} pue ‘sayoeo.idde
Jensn-se-ssauisng,
Bunsixe asay} Junoooe

ojul 8.y 0} paubisep pue
pajoajas Ajjeoibalelis aiom
108f04d s1y) JO SaIAIOE BY L

‘panosdwi 8q p|noo
salnpaoo.d pue saiojjod
‘oseq-abpajmouy asay)

1ey) si 108loud siyy Joj siseq
8y} ‘1eAeMOH "sainpaooud
pue sadljod ‘syoalgns
umouy yim uojwod s s|idoad
S}08|}94 pUB UOIIPUOD
uewny |einjeu e s| siyl

e
uoneziuebliQ

910¢
18qo10 |

0}

abueyo
aoue)sisal
|eulaju|

‘Buipuejsiepun
JO epueJoWwsW




121

Jobeuep
awwelboliyg

Jebeuep
109/01d
jeuoneN

‘ON uone|nbay |enuapisaid
Aq pajepuew Apealje

Sl AYIA [B10}08S “saulsiuiw
aul| S} pue siapjoyayels
ajeAld 0} uaping |euonippe
Burq j,uom jo8foud

Sy} Jey) si joej puooss

ay] -ainsesw jalbal

-OU B Se pawoap S| snyj
‘Ao1j0d uonebniw ayewio
aAoaye Aue dojensp 0y
|eloiauaq Ajbuodis sI wa)sAs
AYIN [BI0}08S paynsal

ay) ‘pouad s,osloid

8y} ulypm pajuswsidul

94 J,UpInod g\

1By} 8seo ay} u| "uoIsIoap
ay) bupjew s| 9|qeojwod
9JOW JUBWUIBAOS) 8y} axew
[m synsal s,109foud ay}
‘lanemoH "1oafoud siyy Aq
papuewsap jou S| Juswiniisul
paseqg-1oxJew juawsa|dwi

0} JUBW}IWWOD JOU UOISIOap
uelsauopu| jey} joey

ay} si1sli4 "a|qissod aoueyo
1s91lJea 8y} Ul Jap|oyaxe)s
||le 0} Jes[o apewl

aq p|noys 108} Jo a|dnoo v

‘sjuswiedap aAnelsiuiwpe
JO |BOIUYDS} JO Speay
aoe|das Aew uin} ul oym
‘suonoey Asejuswelied wouy
SUOIJBUIWOU JO }|NSal e sk
paoe|dal saujsiulW JO speay
yum ‘Ajjeanlan ayelaqianal
0] pua} diysiapes| |eonijod
ul sebueyd ‘BuipuelsyiMmioN
‘Alowew [euonnyisul Jo

SS0| 8y} Jo} suonesldwi yum
‘salpoq jJuawulanob Aay ayy
Buowe diysiepes| ur sbueyo
B Ul }jNSaJ p|Noo ainjonuis
juswulanob ur sebueyo

pue suoios|8 |eanl|od

[eanijod

910¢
1890100 |

ainjonus
juswulanob
ul sabuey)n

'SNSUBSUO0D B

SpJemo) SUOI}BpUSWWODal
pue sanss|

ajenobau 0] 108foud ayy

ul ajedionied Ajaanoe pue
‘saAnoadsiad Buisoddo pue




GG

Jabeuep
awwelboliy

Jobeuep
109(04d
jeuoneN

'S9S10J9Xd
109/0.d Jayjo 10 ‘sdoysyiom
‘SUOI}B)INSUOD JBp|OydXEelS
Ul payoeal suoIsIoap

ayj Jo Aoewniba| pue
diysiaumo ayy uayibuals
sdjay yoeoudde siy|
"SOAjosWaY) sjuswoalbe
SNSUSSU0D 0} BWO0D

pue SSNosIp SI9p|oydXelS
1ey) Aem e yons

Ul SI0SIApe Juapuadapul
pue suadxa Aq pajeyjioey
‘osnJadxa a|gejieae

1s8q 8y} Aq paw.ojul

aq [[Im sapIAnoe j08f0id

‘diysiseumo sjowoud

0} salnseaw sapnjoul
uBisap 109loid ay) yosloud
ay} Jo diysieumo saujsiuiw
JBY}0 9sealdul 0|

"POAJOAUL
saujsiuiw Aoy ay) 0} Assiuiw
Buiyeuipiood jeuolipels}

3y} SI YoIym siieyy dllouood]
j0 Aisiuly Buneuipioo) ayy
sI Aouabe pes| ay} ‘ubisep Ag
‘9j04 diysiopes| e aye} |[Im
Aouabe ou jnq pabebus aq
[IIM saujsiulw 8say) jeyy ysu
e sl 8oy} ‘sausiuiw a|dinw
Aq pajepuew aJe ey}
(ebueyo sjewid pue ‘Asnpul
‘uonesauab AyoLose

“9'l) seaJe |20} 9|diNw
sJ1aA09 Joaloud By 9ouIg

ol69jens

910¢
1890100 |

diysiepes)
pue
diysisumo
Jo yjoe

‘wa)sAs AYIN @Y1 Buinosdwi
Jo/pue Buidojanap

ur jsisse |m 109foud

siy} pue Aioyusau| OHO
[euoiieN jnoqge g 9 L 10Z/LL




Annex 4. Terms of Reference for the Project Board
Project Board

Overall responsibilities:

The Project Board is the group responsible for making by consensus management decisions for a
project when guidance is required by the National Project Manager, including recommendation for
UNDP/Implementing Partner approval of project plans and revisions. In order to ensure UNDP’s
ultimate accountability, Project Board decisions should be made in accordance to standardsé that shall
ensure best value to money, fairness, integrity, transparency and effective international competition.
In case a consensus cannot be reached, final decision shall rest with the UNDP. Project reviews by
this group are made at designated decision points during the running of a project, or as necessary
when raised by the Project Manager. This group is consulted by the Project Manager for decisions
when PM tolerances (normally in terms of time and budget) have been exceeded.

Based on the approved annual work plan (AWP), the Project Board may review and approve project
quarterly plans when required and authorizes any major deviation from these agreed quarterly plans.
It is the authority that signs off the completion of each quarterly plan as well as authorizes the start of
the next quarterly plan. It ensures that required resources are committed and arbitrates on any
conflicts within the project or negotiates a solution to any problems between the project and external
bodies. In addition, it approves the appointment and responsibilities of the Project Manager and any
delegation of its Project Assurance responsibilities.

Composition and organization: This group contains three roles, including:

1. An Executive: individual representing the project ownership to chair the group.

2. Senior Supplier: individual or group representing the interests of the parties concerned which
provide funding and/or technical expertise to the project. The Senior Supplier’s primary function
within the Board is to provide guidance regarding the technical feasibility of the project.

3. Senior Beneficiary: individual or group of individuals representing the interests of those who will
ultimately benefit from the project. The Senior Beneficiary’s primary function within the Board is to
ensure the realization of project results from the perspective of project beneficiaries.

Potential members of the Project Board are reviewed and recommended for approval during the
LPAC® meeting. For example, the Executive role can be held by a representative from the Government
Cooperating Agency or UNDP, the Senior Supplier role is held by a representative of the Implementing
Partner and/or UNDP, and the Senior Beneficiary role is held by a representative of the government
or civil society. Representative of other stakeholders can be included in the Board as appropriate.

8 UNDP Financial Rules and Regulations: Chapter E, Regulation 16.05: a) The administration by executing
entities or, under the harmonized operational modalities, implementing partners, of resources obtained
from or through UNDP shall be carried out under their respective financial regulations, rules, practices and
procedures only to the extent that they do not contravene the principles of the Financial Regulations and
Rules of UNDP. b) Where the financial governance of an executing entity or, under the harmonized
operational modalities, implementing partner, does not provide the required guidance to ensure best value
for money, fairness, integrity, transparency, and effective international competition, that of UNDP shall

apply.

® Depending on its composition, the Outcome Board can fulfill the function of the Project Appraisal Committee
(LPAC)
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Specific responsibilities:

Initiating a project

Agree on Project Manager’s responsibilities, as well as the responsibilities of the other members
of the Project Management team;

Delegate Project Assurance function to the Programme Manager, as appropriate;

Review and appraise detailed the Annual Work Plan (AWP), including Atlas reports covering
activity definition, quality criteria, issue log, updated risk log and the monitoring and communication
plan.

Running a project

Provide overall guidance and direction to the project, ensuring it remains within any specified
constraints;

Address project issues as raised by the Project Manager;

Provide guidance and agree on possible countermeasures/management actions to address
specific risks;

Agree on Project Manager's tolerances in the Annual Work Plan and quarterly plans when required;
Conduct regular meetings to review the Project Quarterly Progress Report and provide direction
and recommendations to ensure that the agreed deliverables are produced satisfactorily according
to plans.

Review Combined Delivery Reports (CDR) prior to certification by the Implementing Partner;
Appraise the Project Annual Review Report, make recommendations for the next AWP, and inform
the Outcome Board about the results of the review.

Review and approve end project report, make recommendations for follow-on actions;

Provide ad-hoc direction and advice for exception situations when project manager’s tolerances
are exceeded;

Assess and decide on project changes through revisions;

Closing a project

Assure that all Project deliverables have been produced satisfactorily;

Review and approve the Final Project Review Report, including Lessons-learned;
Make recommendations for follow-on actions to be submitted to the Outcome Board;
Commission project evaluation (only when required by partnership agreement)
Notify operational completion of the project to the Outcome Board.

Executive

The Executive is ultimately responsible for the project, supported by the Senior Beneficiary and Senior
Supplier. The Executive’s role is to ensure that the project is focused throughout its life cycle on
achieving its objectives and delivering outputs that will contribute to higher level outcomes. The
Executive has to ensure that the project gives value for money, ensuring a cost-conscious approach
to the project, balancing the demands of beneficiary and supplier.

Specific Responsibilities (as part of the above responsibilities for the Project Board)

Ensure that there is a coherent project organisation structure and logical set of plans
Set tolerances in the AWP and other plans as required for the Project Manager
Monitor and control the progress of the project at a strategic level
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e Ensure that risks are being tracked and mitigated as effectively as possible
¢ Brief Outcome Board and relevant stakeholders about project progress
¢ Organise and chair Project Board meetings

The Executive is responsible for overall assurance of the project as described below. If the project
warrants it, the Executive may delegate some responsibility for the project assurance functions.

Senior Beneficiary

The Senior Beneficiary is responsible for validating the needs and for monitoring that the solution will
meet those needs within the constraints of the project. The role represents the interests of all those
who will benefit from the project, or those for whom the deliverables resulting from activities will
achieve specific output targets. The Senior Beneficiary role monitors progress against targets and
quality criteria. This role may require more than one person to cover all the beneficiary interests. For
the sake of effectiveness the role should not be split between too many people.

Specific Responsibilities (as part of the above responsibilities for the Project Board)

e Ensure the expected output(s) and related activities of the project are well defined

e Make sure that progress towards the outputs required by the beneficiaries remains consistent from
the beneficiary perspective

¢ Promote and maintain focus on the expected project output(s)

e Prioritise and contribute beneficiaries’ opinions on Project Board decisions on whether to
implement recommendations on proposed changes

e Resolve priority conflicts

The assurance responsibilities of the Senior Beneficiary are to check that:

e Specification of the Beneficiary’s needs is accurate, complete and unambiguous

e Implementation of activities at all stages is monitored to ensure that they will meet the beneficiary’s
needs and are progressing towards that target

e Impact of potential changes is evaluated from the beneficiary point of view

¢ Risks to the beneficiaries are frequently monitored

Where the project’s size, complexity or importance warrants it, the Senior Beneficiary may delegate
the responsibility and authority for some of the assurance responsibilities (see also the section below)

Senior Supplier

The Senior Supplier represents the interests of the parties which provide funding and/or technical
expertise to the project (designing, developing, facilitating, procuring, implementing). The Senior
Supplier's primary function within the Board is to provide guidance regarding the technical feasibility
of the project. The Senior Supplier role must have the authority to commit or acquire supplier
resources required. If necessary, more than one person may be required for this role. Typically, the
implementing partner, UNDP and/or donor(s) would be represented under this role.

Specific Responsibilities (as part of the above responsibilities for the Project Board)

¢ Make sure that progress towards the outputs remains consistent from the supplier perspective
e Promote and maintain focus on the expected project output(s) from the point of view of supplier
management
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e Ensure that the supplier resources required for the project are made available

e Contribute supplier opinions on Project Board decisions on whether to implement
recommendations on proposed changes

¢ Arbitrate on, and ensure resolution of, any supplier priority or resource conflicts

The supplier assurance role responsibilities are to:

e Advise on the selection of strategy, design and methods to carry out project activities

e Ensure that any standards defined for the project are met and used to good effect

e Monitor potential changes and their impact on the quality of deliverables from a supplier
perspective

e Monitor any risks in the implementation aspects of the project

If warranted, some of this assurance responsibility may be delegated (see also the section below)

Project Manager

Overall responsibilities: The Project Manager has the authority to run the project on a day-to-day
basis on behalf of the Project Board within the constraints laid down by the Board. The Project
Manager is responsible for day-to-day management and decision-making for the project. The Project
Manager’s prime responsibility is to ensure that the project produces the results specified in the project
document, to the required standard of quality and within the specified constraints of time and cost.

Specific responsibilities would include:
Overall project management:

¢ Manage the realization of project outputs through activities;

¢ Provide direction and guidance to project team(s)/ responsible party(ies);

e Liaise with the Project Board or its appointed Project Assurance roles to assure the overall direction
and integrity of the project;

¢ Identify and obtain any support and advice required for the management, planning and control of
the project;

e Responsible for project administration;

o Liaise with any suppliers;

e May also perform Team Manager and Project Support roles;

Running a project

e Plan the activities of the project and monitor progress against the initial quality criteria.

e Mobilize goods and services to initiative activities, including drafting TORs and work specifications;

e Monitor events as determined in the Monitoring & Communication Plan, and update the plan as
required;

e Manage requests for the provision of financial resources by UNDP, using advance of funds, direct
payments, or reimbursement using the FACE (Fund Authorization and Certificate of Expenditures);

¢ Monitor financial resources and accounting to ensure accuracy and reliability of financial reports;

e Manage and monitor the project risks as initially identified in the Project Brief appraised by the
LPAC, submit new risks to the Project Board for consideration and decision on possible actions if
required; update the status of these risks by maintaining the Project Risks Log;

¢ Be responsible for managing issues and requests for change by maintaining an Issues Log.

e Prepare the Project Quarterly Progress Report (progress against planned activities, update on
Risks and Issues, expenditures) and submit the report to the Project Board and Project Assurance;
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e Prepare the Annual review Report, and submit the report to the Project Board and the Outcome
Board;
e Based on the review, prepare the AWP for the following year, as well as Quarterly Plans if required.

Closing a Project

e Prepare Final Project Review Reports to be submitted to the Project Board and the Outcome
Board;

¢ Identify follow-on actions and submit them for consideration to the Project Board;

e Manage the transfer of project deliverables, documents, files, equipment and materials to national
beneficiaries;

e Prepare final CDR/FACE for signature by UNDP and the Implementing Partner.

Project Assurance

Overall responsibility: Project Assurance is the responsibility of each Project Board member,
however the role can be delegated to the Programme Manager. The Project Assurance role supports
the Project Board by carrying out objective and independent project oversight and monitoring
functions. This role ensures appropriate project management milestones are managed and
completed.

Project Assurance has to be independent of the Project Manager; therefore the Project Board cannot
delegate any of its assurance responsibilities to the Project Manager. A UNDP Programme
Manager/Officer typically holds the Project Assurance role.

The implementation of the assurance responsibilities needs to answer the question “What is to be
assured?”. The following list includes the key suggested aspects that need to be checked by the
Project Assurance throughout the project as part of ensuring that it remains relevant, follows the
approved plans and continues to meet the planned targets with quality.

Maintenance of thorough liaison throughout the project between the members of the Project Board.
Beneficiary needs and expectations are being met or managed

Risks are being controlled

Adherence to the Project Justification (Business Case)

Projects fit with the overall Country Programme

The right people are being involved

An acceptable solution is being developed

The project remains viable

The scope of the project is not “creeping upwards” unnoticed

Internal and external communications are working

Applicable UNDP rules and regulations are being observed

Any legislative constraints are being observed

Adherence to RMG monitoring and reporting requirements and standards

Quality management procedures are properly followed

Project Board’s decisions are followed and revisions are managed in line with the required
procedures

Specific responsibilities would include:

Initiating a project
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e Ensure that project outputs definitions and activity definition including description and quality
criteria have been properly recorded in the Atlas Project Management module to facilitate
monitoring and reporting;

e Ensure that people concerned are fully informed about the project

e Ensure that all preparatory activities, including training for project staff, logistic supports are timely
carried out

Running a project

e Ensure that funds are made available to the project;

e Ensure that risks and issues are properly managed, and that the logs in Atlas are regularly updated;

e Ensure that critical project information is monitored and updated in Atlas, using the Activity Quality
log in particular;

e Ensure that Project Quarterly Progress Reports are prepared and submitted on time, and according
to standards in terms of format and content quality;

e Ensure that CDRs and FACE are prepared and submitted to the Project Board and Outcome
Board;

e Perform oversight activities, such as periodic monitoring visits and “spot checks”.

e Ensure that the Project Data Quality Dashboard remains “green”

Closing a project
e Ensure that the project is operationally closed in Atlas;

¢ Ensure that all financial transactions are in Atlas based on final accounting of expenditures;
e Ensure that project accounts are closed and status set in Atlas accordingly.

Project Management Unit (Project Support)

Overall responsibilities: The Project Management Unit role provides project administration,
management and technical support to the Project Manager as required by the needs of the individual
project or Project Manager. The provision of any Project Management Unit on a formal basis is
optional. It is necessary to keep Project Management Unit and Project Assurance roles separate in
order to maintain the independence of Project Assurance.

Specific responsibilities: Some specific tasks of the Project Management Unit would include:
Provision of administrative services:

Set up and maintain project files
Collect project related information data
Update plans

Administer the quality review process
Administer Project Board meetings

Project documentation management:

e Administer project revision control
e Establish document control procedures
e Compile, copy and distribute all project reports

Financial Management, Monitoring and reporting

e Assist in the financial management tasks under the responsibility of the Project Manager
e Provide support in the use of Atlas for monitoring and reporting
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Provision of technical support services

e Provide technical advices
e Review technical reports
e Monitor technical activities carried out by responsible parties
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Annex. 5

TRANSFER AGREEMENT
BETWEEN

THE INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT, AS
TRUSTEE OF THE PARTNERSHIP FOR MARKET READINESS MULTI-DONOR
TRUST FUND

AND
THE UNITED NATIONS DEVELOPMENT PROGRAMME
WITH RESPECT TO

THE IMPLEMENTATION OF INDONESIA’S MARKET READINESS PROPOSAL UNDER
THE PARTNERSHIP FOR MARKET READINESS

(TF No. TF0A3491)

WHEREAS the International Bank for Reconstruction and Development (“IBRD”), as trustee (the
“Trustee”) of the Partnership for Market Readiness (TF No. TF071670) (the “PMR Trust Fund”) and the
United Nations Development Progtamme (the “Delivery Partner”, and together with the Trustee, the
“Parties” and each a “Party”) are entering into this Transfer Agreement (the “Transfer Agreement”) for the
transfer of funds by the Trustee to the Delivery Partner from the PMR Trust Fund through a disbursing trust
fund (TF No. TFOA3491) (the “PMR Transfer Trust Fund”);

WHEREAS the PMR Trust Fund has been established through administration agreements between the
Trustee and each of the contributors (collectively, the “Contributors”) contributing funds to the PMR Trust
Fund;

WHEREAS the objectives, operating principles, activities and governance arrangements of the PMR Trust
Fund are described in the PMR Governance Framework, which was adopted at the organizational meeting
of the PMR Trust Fund on April 11, 2011 and amended on March 5, 2014, as such framework may be
further amended from time to time in accordance with its terms (the “PMR Governance Framework™);

WHEREAS following the allocation by the Partnership Assembly of the PMR (the “PMR Partnership
Assembly”) in its Resolution No. PA 7/2013-1, the approval of the Delivery Partner in the PMR Partnership
Assembly’s Resolution No. Resolution No. PA Electronic/2016-1, and the PMR Partnership Assembly’s
no objection to the material terms of this Transfer Agreement, the Trustee shall transfer the amount of three
million one hundred fifty thousand United States dollars (US$3,150,000) (the “Funds”) from the PMR
Transfer Trust Fund to the Delivery Partner, of which: (i) two million seven hundred seventy-seven
thousand seven hundred seventy-eight United States dollars (US$2,777,778) will be used to support the
implementation of Indonesia’s Market Readiness Proposal under the Partnership for Market Readiness (the
“TA”); (i1) two hundred twenty-two thousand two hundred twenty-two United States dollars (U$$222,222)
will be used to cover the Delivery Partner’s administration expenses associated with the TA, as set forth in
paragraph 6 (a) below; and (iii) one hundred fifty thousand United States dollars (US$150,000) will be used
to cover the Delivery Partner’s supervision expenses, as set forth in paragraph 6 (b) below.



NOW THEREFORE, the Parties agree as follows:

1. Capitalized terms used herein, but not otherwise defined in this Transfer Agreement, shall have the
meaning ascribed to them in the PMR Governance Framework.

2 Upon receipt of: (a) the transfer request from the Delivery Partner, which shall be substantially in
the form attached hereto as Annex A, requesting for the Trustee to transfer the Funds to the Delivery
Partner; and (b) the authorized signatory letter duly executed by the Delivery Partner, which shall be
substantially in the form attached hereto as Annex B, containing the name(s) and signature(s) of person(s)
authorized on behalf of the Delivery Partner to sign the transfer request, the Trustee shall transfer the
proceeds of the Funds from the PMR Transfer Trust Fund to the Delivery Partner in one lump sum by wire
transfer in United States dollars to a United States dollar denominated interest-bearing account of the
Delivery Partner (“Funding Account™) specified in the request.

3 The Delivery Partner agrees that the Funds shall be kept separate and apart from the funds of the
Delivery Partner in the Funding Account pending their use for the purposes for which the Funds have been
approved by the PMR Partnership Assembly. The Funds in the Funding Account may be commingled and
may be freely exchanged by the Delivery Partner into other currencies as may facilitate their disbursement
and investment. In the event that the Delivery Partner has provided funding to a third party in a currency
other than United States Dollars, any exchange risk arising as a result of such conversion of currencies shall
be borne by the Funds allocated to the TA. It is provided, however, that unless an additional allocation is
made by the Partnership Assembly, the Delivery Partner shall not be entitled to receive any additional
funding to cover any shortfalls if the funds prove insufficient to meet the terms of the approval allocation
as a result of exchange rate fluctuations.

4, Subject to the terms of this Transfer Agreement, the Delivery Partner may invest all Funds pending
their disbursement in accordance with the Delivery Partner’s policies and procedures concerning the
investment of funds, including those applicable to funds for which the Delivery Partner acts as trustee. The
Delivery Partner shall not be held liable for any losses which may arise from such investment save to the
extent provided for in paragraph 18 below. The Delivery Partner shall not be entitled to receive any
additional funding to compensate for investment losses incurred by the Delivery Partner, unless an
additional allocation is made by the Partnership Assembly.

5. Upon the transfer of Funds to the Delivery Partner:

(a) the Delivery Partner shall be responsible for the use and administration of such funds as well as
the supervision of the activities financed by such funds, all in accordance with: (i) the terms of this Transfer
Agreement; (ii) the applicable Delivery Partner’s regulations, rules, policies and procedures (including
those in respect of procurement of goods and services, disbursement, fiduciary, financial management,
environmental and social safeguards, reporting arrangements and its framework to combat fraud and
corruption); and (iii) the applicable decisions of the PMR Partnership Assembly and/or the Partnership
Committee of the PMR (the “Partnership Committee™), as applicable, including the purpose for which the
Funds have been approved; and

(b) the Trustee shall have no responsibility, fiduciary or otherwise, for the use of such funds,
including the implementation or supervision of the TA financed by such funds.

6. The Delivery Partner shall be entitled to withdraw from the Funding Account:

(a) the amount of two hundred twenty-two thousand two hundred twenty-two United States
dollars (US$222,222), which is equivalent to eight percent (8%) over the amount allocated for the TA, to



cover administration expenses incurred by the Delivery Partner under this Transfer Agreement in
connection with the TA; and

(b) the amount of one hundred fifty thousand United States dollars (US$150,000) to cover
expenses incurred by the Delivery Partner in connection with the supervision of the TA under this Transfer
Agreement.

73 The Delivery Partner agrees that it shall not incur any commitments with respect to the Funds after
June 30, 2020 (the “End Date”). Any uncommitted or unused Funds remaining with the Delivery Partner
after the End Date shall be returned to the Trustee for deposit in the PMR Transfer Trust Fund.

8. (a) The Delivery Partner shall inform the PMR Secretariat, as described in the PMR
Governance Framework, (the “PMR Secretariat™), of any review missions undertaken by it related to the
Funds and provide to the PMR Secretariat a report setting out the main findings or results of such mission,
if so requested by the PMR Secretariat.

(b) The Delivery Partner will invite, through the PMR Secretariat, contributors to the PMR
Trust Fund (the “Coniributing Participants™), as appropriate, to join any review missions, including
supervision missions and the mid-term review during the implementation of the activity financed by the
Funds and upon its completion. The Contributing Partners shall be responsible for their own costs with
respect to any participation in the aforementioned review missions.

(c) If any Contributing Participant wishes to request to review the activities financed by the
Funds, the Contributing Participant, through the PMR Secretariat, and the Delivery Partner shall agree on
the scope and conduct of such review, and the Delivery Partner shall provide all relevant information within
the limits of its policies and procedures and without prejudice to its privileges and immunities. All
associated costs will be borne by the Contributing Participant. It is understood that any such review will
not constitute and independent evaluation, compliance review, financial or other audits of the Funds.

0. The Delivery Partner shall prepare and submit to the PMR Secretariat: (a) an annual report on the
implementation of the activities funded under the Funds and other reports and information as the PMR
Secretariat may reasonably request concerning the progress of the activities funded under the Funds, within
ninety (90) days after the end of each calendar year; and (b) a final report on the implementation of the
activities funded under the Funds, within six (6) months after the earlier date of (i) the End Date; o (i) the
termination of this Transfer Agreement, in order for the PMR Secretariat to provide the PMR Partnership
Assembly with updates or consolidated progress reports on the individual activities of the PMR Transfer
Trust Fund and on the PMR Trust Fund as a whole at the meetings of the PMR Partnership Assembly. The
Delivery Partner agrees that the PMR Secretariat may provide the reports received from the Delivery
Partner under this paragraph to a participant of the PMR Partnership Assembly, upon such participant’s
request.

10. The Delivery Partner shall, in accordance with its rules, policies and procedures: (a) maintain
books, records, documents and other evidence in accordance with its usual accounting procedures to
substantiate sufficiently the use of the Funds; and (b) provide to the Trustee, copies of: (i) periodic financial
reports, including annual audited or unaudited financial reports, as agreed with the Trustee; (ii) a final,
audited financial statement for the Funding Account, within twelve (12) months after the earlier date of (A)
the End Date or (B) the termination of this Transfer Agreement; and (iii) such other reports related to the
Funds as may be reasonably requested by the Trustee from time to time, in order for the Trustee to
accordingly report to the PMR Partnership Assembly. The Delivery Partner agrees that the Trustee may

provide the reports received from the Delivery Partner under this paragraph to a participant of the PMR



Partnership Assembly, upon such participant’s request. Cost of the audits of the terminal financial
statement will be paid from the Funds allocated to the TA.

11.. Recognizing the obligations of the Delivery Partner’s member countries under various United
Nations Security Council Resolutions to take measures to prevent the financing of terrorists, the Delivery
Partner undertakes to use reasonable efforts, consistent with its policies and procedures, to ensure that the
Funds provided to it by the Trustee are used for their intended purposes and are not diverted to terrorists or
their agents. '

12, The PMR Partnership Assembly shall notify the Trustee if the PMR Partnership Assembly has
determined, in consultation with the Delivery Partner, that: (a) there has been a substantial deviation on the
usage of the funds from the decisions of the PMR Partnership Assembly and/or Partnership Committee, as
applicable, approving such allocation of Funds; (b) the Delivery Partner has failed to comply with any of
the terms of this Transfer Agreement; or (c) the Delivery Partner has engaged in financial mismanagement,
as determined in accordance with the Delivery Partner’s policies and procedures. The Trustee shall then
notify the Delivery Partner in writing that (a), (b) or (c) above has occurred and request the Delivery Partner
to remedy or cause such event to be remedied within thirty (30) calendar days of the notification by the
Trustee.

13.  If following receipt of the Trustee notification referred to in paragraph 12 above, the Delivery
Partner fails to remedy or cause such event to be remedied within the specified time period to the satisfaction
of the PMR Partnership Assembly, the Trustee: (a) will consult with the PMR Partnership Assembly; and
(b) at the instruction of the PMR Assembly (in consultation with the Delivery Partner), may require the
Delivery Partner to return the Funds transferred to the Delivery Partner in the amount determined by the
PMR Partnership Assembly in consultation with the Delivery Partner. If the dispute was not in any way
caused by the Delivery Partner’s gross negligence or willful misconduct, the Delivery Partner may be
requested to use reasonable efforts to recover the amount from the third parties and return the Funds to the
extent they are recovered by the Delivery Partner, but the Delivery Partner would not be required to return
any Funds which are not so recovered.

14, (a)  The Delivery Partner agrees that the PMR Partnership Assembly, acting through its
members or other representative, as third party beneficiaries under this Transfer Agreement shall have the
right to seek recourse against the Delivery Partner with respect to any unmet or breached obligations of the
Delivery Partner stated in this Transfer Agreement; provided that the procedures specified in paragraphs
12 and 13 above have been exhausted. If as a result of such recourse the Delivery Partner makes any
payment, such payment will be made only to the Trustee and only for the benefit of the PMR Trust Fund.
Any payment from the Delivery Partner shall be limited to such amount of Funds atributable to the breach
of its obligations, in accordance with the Delivery Partner’s financial regulations and rules.

(b) In the event that the PMR Assembly, acting through its members or other representative,
has the right to seek recourse against the Delivery Partner pursuant to paragraph 14 (a) above, the Trustee
may: (i) assign its rights under this Transfer Agreement to the designated members or other representative
of the PMR Partnership Assembly; and (b) novate its obligations under this Transfer Agreement to the
designated members or other representative of the PMR Partnership Assembly, and the Delivery Partner
irrevocably consents to such assignment and novation by the Trustee.

15.  The Trustee and/or the Delivery Partner may make this Transfer Agreement and information with
respect to it publicly available in accordance with their policies and procedures with respect to the disclosure
of information, in effect at the time of such disclosure.



16. The Delivery Partner will endeavor opportunities to highlight the identity of the PMR Trust Fund
support to the activities financed by the Funds as appropriate.

17 The Delivery Partner shall be responsible only for performing its functions specifically set forth in
this Transfer Agreement and shall not be subject to any other duties or responsibilities, including, without
limitation, any duties or obligations that might otherwise apply to a fiduciary or a trustee under general
principles of trust or fiduciary law.

18. In performing its functions in accordance with the terms of this Transfer Agreement, the Delivery
Partner shall not be liable for any loss, costs or damages that may result from any act or omission on the
part of the Delivery Partner other than those caused by its gross negligence or willful misconduct.

19. Nothing in this Transfer Agreement shall be considered a waiver of any privileges or immunities
of IBRD and the Delivery Partner under their respective constituent documents or any applicable law, all
of which are expressly reserved. Nothing in this Transfer Agreement shall be considered as an acceptance
by the Delivery Partner of the jurisdiction of any national courts or the application of any domestic law.

20. Any amendments and/or modifications to this Transfer Agreement will be made by mutual consent
and in writing between the Parties.

21, The Delivery Partner and the Trustee or the members of the PMR Partnership Assembly, as the
case may be, shall use their best efforts to amicably resolve any disputes, controversy or claims arising out
of or relating to this Transfer Agreement,

22 Either Party may give notice of termination of this Transfer Agreement. Such termination will
enter into effect three (3) months after notice has been received. Following termination, the Trustee and the
Delivery Partner shall, in consultation with the PMR Partnership Assembly, to the extent possible, take all
necessary actions for winding up their affairs in relation to the activities financed by the Funds in an
expeditious manner, and for meeting the commitments already made by the Trustee and the Delivery
Partner under this Transfer Agreement prior to the date of the above-mentioned termination notice. In the
event of any such termination, unless the Parties agree on another course of action: (a) any agreement
entered into prior to the termination between the Delivery Partner and any consultants and/or other third
parties will remain in effect and be unaffected by the termination; and (b) the Delivery Partner shall continue
to disburse the Funds in respect of such agreements to the extent necessary to fulfill the Delivery Partner’s
obligations thereunder as if this Transfer Agreement had not been terminated. All other uncommitted or
unused Funds remaining with the Delivery Partner shall be returned to the Trustee for deposit in the PMR
Transfer Trust Fund.

23. Any communication, notice or request required or permitted to be given or made under this Transfer
Agreement shall be executed in writing by the authorized person set forth below and delivered to the address
set forth below, or such other contact details as may be notified in writing by one party to the other from
time to time.

For the Trustee:

Venkat Ramana Putti

Climate and Carbon Finance Unit (GCCCF)
The World Bank

1818 H Street, N.W,

Washington, D.C. 20433

US.A.



Attention: Trustee for Partnership for Market Readiness

Telephone Number: +1 202 473 1368
Facsimile Number: +1 202 522 7432
E-mail: pramana@worldbank.org

For the Delivery Partner:

Christophe Bahuet

Country Director

United Nations Development Programme
Menara Thamrin Building, 8" F1.

M.H. Thamrin kav.3, Jakarta

Indonesia

Attention: UNDP Indonesia Country Director
Telephone Number: +62-212 980 2300

Facsimile Number: +62-213 145 251
E-mail: Christophe.bahuet@undp.org

24, This Transfer Agreement may be executed in any number of counterparts, all of which taken

together shall constitute one and the same instrument.

25. The Trustee and the Delivery Partner agree that upon receipt by the Trustee of the copy of this
Transfer Agreement countersigned by the Delivery Partner, this Transfer Agreement shall become effective

as of the date of the Delivery Partner’s signature.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT, AS TRUSTEE OF

THE PARTNERSHIP FOR MARKET READINESS MULTI-DONOR TRUST FUND

By: (@ﬂkv\ Date:

Name: John A. Roome
Title:  Senior Director, Climate Change CCSA

UNITED NATIONS DEVELOPMENT PROGRAMME

A,

v i —
By: (:17’"'” Date:

Name: Christophe Bahuet
Title:  Country Director, Indonesia

(o (1] 2016

lefzo
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Annex 6. Supplemental Provisions to the Project Document®: The Legal Context

General responsibilities of the Government, UNDP and the executing agency

1. All phases and aspects of UNDP assistance to this project shall be governed by and carried out
in accordance with the relevant and applicable resolutions and decisions of the competent United
Nations organs and in accordance with UNDP's policies and procedures for such projects, and subject
to the requirements of the UNDP Monitoring, Evaluation and Reporting System.

2. The Government shall remain responsible for this UNDP-assisted development project and the
realization of its objectives as described in this Project Document.

3. Assistance under this Project Document being provided for the benefit of the Government and
the people of (the particular country or territory), the Government shall bear all risks of operations in
respect of this project.

4. The Government shall provide to the project the national counterpart personnel, training facilities,
land, buildings, equipment and other required services and facilities. It shall designate the Government
Co-operating Agency named in the cover page of this document (hereinafter referred to as the "Co-
operating Agency"), which shall be directly responsible for the implementation of the Government
contribution to the project.

5. The UNDP undertakes to complement and supplement the Government participation and will
provide through the Executing Agency the required expert services, training, equipment and other
services within the funds available to the project.

6. Upon commencement of the project the Executing Agency shall assume primary responsibility
for project execution and shall have the status of an independent contractor for this purpose. However,
that primary responsibility shall be exercised in consultation with UNDP and in agreement with the Co-
operating Agency. Arrangements to this effect shall be stipulated in the Project Document as well as
for the transfer of this responsibility to the Government or to an entity designated by the Government
during the execution of the project.

7. Part of the Government's participation may take the form of a cash contribution to UNDP. In such
cases, the Executing Agency will provide the related services and facilities and will account annually
to the UNDP and to the Government for the expenditure incurred.

(a) Participation of the Government

1. The Government shall provide to the project the services, equipment and facilities in the
quantities and at the time specified in the Project Document. Budgetary provision, either in kind or in
cash, for the Government's participation so specified shall be set forth in the Project Budgets.

2. The Co-operating Agency shall, as appropriate and in consultation with the Executing Agency,
assign a director for the project on a full-time basis. He shall carry out such responsibilities in the
project as are assigned to him by the Co-operating Agency.

3. The estimated cost of items included in the Government contribution, as detailed in the Project

10 Standard annex to project documents for use in countries which are not parties to the Standard Basic Assistance
Agreement (SBAA).

69



Budget, shall be based on the best information available at the time of drafting the project proposal. It
is understood that price fluctuations during the period of execution of the project may necessitate an
adjustment of said contribution in monetary terms; the latter shall at all times be determined by the
value of the services, equipment and facilities required for the proper execution of the project.

4. Within the given number of man-months of personnel services described in the Project
Document, minor adjustments of individual assignments of project personnel provided by the
Government may be made by the Government in consultation with the Executing Agency, if this is
found to be in the best interest of the project. UNDP shall be so informed in all instances where such
minor adjustments involve financial implications.

5. The Government shall continue to pay the local salaries and appropriate allowances of national
counterpart personnel during the period of their absence from the project while on UNDP fellowships.

6. The Government shall defray any customs duties and other charges related to the clearance of
project equipment, its transportation, handling, storage and related expenses within the country. It
shall be responsible for its installation and maintenance, insurance, and replacement, if necessary,
after delivery to the project site.

7. The Government shall make available to the project - subject to existing security provisions -
any published and unpublished reports, maps, records and other data which are considered necessary
to the implementation of the project.

8. Patent rights, copyright rights and other similar rights to any discoveries or work resulting from
UNDP assistance in respect of this project shall belong to the UNDP. Unless otherwise agreed by the
Parties in each case, however, the Government shall have the right to use any such discoveries or
work within the country free of royalty and any charge of similar nature.

9. The Government shall assist all project personnel in finding suitable housing accommodation at
reasonable rents.

10. The services and facilities specified in the Project Document which are to be provided to the
project by the Government by means of a contribution in cash shall be set forth in the Project Budget.
Payment of this amount shall be made to the UNDP in accordance with the Schedule of Payments by
the Government.

11. Payment of the above-mentioned contribution to the UNDP on or before the dates specified in
the Schedule of Payments by the Government is a prerequisite to commencement or continuation of
project operations.

(b) Participation of the UNDP and the executing agency

1. The UNDP shall provide to the project through the Executing Agency the services, equipment
and facilities described in the Project Document. Budgetary provision for the UNDP contribution as
specified shall be set forth in the Project Budget.

2. The Executing Agency shall consult with the Government and UNDP on the candidature of the
Project Manager'! who, under the direction of the Executing Agency, will be responsible in the country
for the Executing Agency's participation in the project. The Project Manager shall supervise the experts
and other agency personnel assigned to the project, and the on-the-job training of national counterpart

11 May also be designated Project Co-ordinator or Chief Technical Adviser, as appropriate.
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personnel. He shall be responsible for the management and efficient utilization of all UNDP-financed
inputs, including equipment provided to the project.

3. The Executing Agency, in consultation with the Government and UNDP, shall assign
international staff and other personnel to the project as specified in the Project Document, select
candidates for fellowships and determine standards for the training of national counterpart personnel.

4. Fellowships shall be administered in accordance with the fellowships regulations of the Executing
Agency.

5. The Executing Agency may, in agreement with the Government and UNDP, execute part or all
of the project by subcontract. The selection of subcontractors shall be made, after consultation with
the Government and UNDP, in accordance with the Executing Agency's procedures.

6. All material, equipment and supplies which are purchased from UNDP resources will be used
exclusively for the execution of the project, and will remain the property of the UNDP in whose name it
will be held by the Executing Agency. Equipment supplied by the UNDP shall be marked with the
insignia of the UNDP and of the Executing Agency.

7. Arrangements may be made, if necessary, for a temporary transfer of custody of equipment to
local authorities during the life of the project, without prejudice to the final transfer.

8. Prior to completion of UNDP assistance to the project, the Government, the UNDP and the
Executing Agency shall consult as to the disposition of all project equipment provided by the UNDP.
Title to such equipment shall normally be transferred to the Government, or to an entity nominated by
the Government, when it is required for continued operation of the project or for activities following
directly therefrom. The UNDP may, however, at its discretion, retain title to part or all of such
equipment.

9. At an agreed time after the completion of UNDP assistance to the project, the Government and
the UNDP, and if necessary the Executing Agency, shall review the activities continuing from or
consequent upon the project with a view to evaluating its results.

10. UNDP may release information relating to any investment oriented project to potential investors,
unless and until the Government has requested the UNDP in writing to restrict the release of information
relating to such project.

Rights, Facilities, Privileges and Immunities

1. In accordance with the Agreement concluded by the United Nations (UNDP) and the Government
concerning the provision of assistance by UNDP, the personnel of UNDP and other United Nations
organizations associated with the project shall be accorded rights, facilities, privileges and immunities
specified in said Agreement.

2. The Government shall grant UN volunteers, if such services are requested by the Government,
the same rights, facilities, privileges and immunities as are granted to the personnel of UNDP.

3. The Executing Agency's contractors and their personnel (except nationals of the host country
employed locally) shall:

(@ Be immune from legal process in respect of all acts performed by them in their official
capacity in the execution of the project;
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(b)
©

()

©

Be immune from national service obligations;

Be immune together with their spouses and relatives dependent on them from immigration
restrictions;

Be accorded the privileges of bringing into the country reasonable amounts of foreign
currency for the purposes of the project or for personal use of such personnel, and of
withdrawing any such amounts brought into the country, or in accordance with the relevant
foreign exchange regulations, such amounts as may be earned therein by such personnel
in the execution of the project;

Be accorded together with their spouses and relatives dependent on them the same
repatriation facilities in the event of international crisis as diplomatic envoys.

4. All personnel of the Executing Agency's contractors shall enjoy inviolability for all papers and
documents relating to the project.

5. The Government shall either exempt from or bear the cost of any taxes, duties, fees or levies
which it may impose on any firm or organization which may be retained by the Executing Agency and
on the personnel of any such firm or organization, except for nationals of the host country employed
locally, in respect of:

@
(b)

©

()

The salaries or wages earned by such personnel in the execution of the project;

Any equipment, materials and supplies brought into the country for the purposes of the
project or which, after having been brought into the country, may be subsequently
withdrawn therefrom;

Any substantial quantities of equipment, materials and supplies obtained locally for the
execution of the project, such as, for example, petrol and spare parts for the operation and
maintenance of equipment mentioned under (b), above, with the provision that the types
and approximate quantities to be exempted and relevant procedures to be followed shall
be agreed upon with the Government and, as appropriate, recorded in the Project
Document; and

As in the case of concessions currently granted to UNDP and Executing Agency's
personnel, any property brought, including one privately owned automobile per employee,
by the firm or organization or its personnel for their personal use or consumption or which
after having been brought into the country, may subsequently be withdrawn therefrom
upon departure of such personnel.

6. The Government shall ensure:

(@)

(b)

prompt clearance of experts and other persons performing services in respect of this
project; and

the prompt release from customs of:

(i) equipment, materials and supplies required in connection with this project; and

(i) property belonging to and intended for the personal use or consumption of the
personnel of the UNDP, its Executing Agencies, or other persons performing
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services on their behalf in respect of this project, except for locally recruited
personnel.

7. The privileges and immunities referred to in the paragraphs above, to which such firm or
organization and its personnel may be entitled, may be waived by the Executing Agency where, in its
opinion or in the opinion of the UNDP, the immunity would impede the course of justice and can be
waived without prejudice to the successful completion of the project or to the interest of the UNDP or
the Executing Agency.

8. The Executing Agency shall provide the Government through the resident representative with
the list of personnel to whom the privileges and immunities enumerated above shall apply.

9. Nothing in this Project Document or Annex shall be construed to limit the rights, facilities,
privileges or immunities conferred in any other instrument upon any person, natural or juridical,
referred to hereunder.

Suspension or termination of assistance

1. The UNDP may by written notice to the Government and to the Executing Agency concerned
suspend its assistance to any project if in the judgement of the UNDP any circumstance arises which
interferes with or threatens to interfere with the successful completion of the project or the
accomplishment of its purposes. The UNDP may, in the same or a subsequent written notice, indicate
the conditions under which it is prepared to resume its assistance to the project. Any such suspension
shall continue until such time as such conditions are accepted by the Government and as the UNDP
shall give written notice to the Government and the Executing Agency that it is prepared to resume its
assistance.

2. If any situation referred to in paragraph 1, above, shall continue for a period of fourteen days
after notice thereof and of suspension shall have been given by the UNDP to the Government and
the Executing Agency, then at any time thereafter during the continuance thereof, the UNDP may by
written notice to the Government and the Executing Agency terminate the project.

3. The provisions of this paragraph shall be without prejudice to any other rights or remedies the
UNDP may have in the circumstances, whether under general principles of law or otherwise.
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