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Notification of CTF Joint Mission to Indonesia



Dear CTF Trust Fund Committee Members,

The CTF Guidelines for Investment Plans call for the CIF Administrative Unit to inform the Trust Fund
Committee of country expressions of interest and all planned joint missions for the preparation of
investment plans.

The purpose of this email is to notify you that the Multilateral Development Banks (MDBs) have received
a request from the Government of Indonesia (dated July 29, 2009) indicating its interest in accessing CTF
funds and requesting a mission of ADB, IBRD and IFC to support the government in the preparation of a
CTF investment plan. A joint MDB assessment confirmed the potential fit of the country request with the
CTF investment criteria for significant greenhouse gas emissions savings, demonstration potential at
scale, development impact and implementation potential.

The joint mission’s initial assessment has also shown that (i) the Government of Indonesia is committed
to low carbon development options, (ii) there is a broad spectrum of opportunities for investment in
transformational projects and programs, and (iii) the CTF can play a critical role in supporting public and
private sector investments in low-carbon technologies and systems.

Potential transformational opportunities are: (i) energy efficiency and conservation (EE), particularly
industrial end-use efficiency complemented by distributed generation; (ii) clean and renewable energy
(CE and RE), primarily through development of geothermal power, biomass, and CBM resources; (iii)
advanced power transmission and gas transport technologies to facilitate increased transfer from energy-
rich Sumatra to demand centers in Java and Bali; and (iv) public transport systems complemented by fuel
switching.

Indonesia’s Second National Communication to the UNFCCC is currently being prepared and the
National Commission on Climate Change has commissioned a GHG abatement cost study by McKinsey.
These works in progress will provide a comprehensive knowledge base to establish priorities for emission
reduction opportunities across key sectors.

Energy-related GHG emissions in Indonesia were estimated at 292 million tons carbon dioxide equivalent
per year (MtCO,e/y) in 2002, and are projected to increase to 745 MtCO,e/y in 2030, an increase of
155%. Emissions are projected to increase most rapidly in the industry, electric power, and transport
sectors.

The power sector emissions growth will increase due to the shift from oil-to coal-fired generating plants.
The manufacturing sector is the largest oil user and fossil fuel GHG emitter (partly due to inefficient
energy use and weak environmental controls, which also undermine competitiveness). The transport
sector is also a major emitter, due to rapidly growing number of vehicles, poor fuel quality, limited
deployment of clean and alternative fuels, and the lack of investment in mass transport systems.

Indonesia has significant alternative and renewable energy resources, including non-conventional gas,
geothermal, hydro, solar, and biomass, which remain relatively under-developed. Indonesia has the
world’s largest known geothermal energy potential (27,000 MW), but only about 3% of this has been
commercially developed. Total potential RE from biomass, geothermal, small hydropower, and wind may
exceed 80,000 MW, but will require new incentives for commercial development. Coal bed methane
(CBM) resources are being explored under production sharing contracts; the estimated potential could
double natural gas reserves, possibly displacing and avoiding as much as 20,000 MW of future coal-fired
power capacity. Clean and renewable fuel development could provide a substantial share of transport
energy within the next 2 decades.

The Government of Indonesia is committed to developing a low-carbon development path by developing
a strategic, multi-year policy and investment program, as outlined in the National Climate Change Action
Plan (2007) and the Development Planning Response to Climate Change (2008). Indonesia has
embarked on a major policy lending program based on its own climate change development plans, with
support from Japan and France. The President has established a National Council on Climate Change



with representation from 15 Ministries to coordinate Indonesia’s climate change policies and international
positions. Government of Indonesia is establishing a climate change trust fund and developing climate
policy papers and a low-carbon development strategy, with support from several donor agencies
(Australia, Germany, UK, and World Bank).

The joint MDB mission will follow a two-step approach. The first step scoping mission is planned for
November 5 — 13, 2009.

The objectives of the mission are to:

(i) agree on a broad strategy for CTF investment which is in line with the GOI national climate change and
sector development program;

(i) agree on the types of priority projects to be included in the Investment Plan submitted for CTF
financing; and

(ii) agree on roles, responsibilities and timeline for preparation of the first draft of the Investment Plan. A
follow-up mission would be scheduled in consultation with the GOI with a view to finalizing the investment
plan for submission to the CTF Trust Fund Committee in early 2010.

This mission falls in the category 2 Investment Plan (i.e. public and private sector). The proposed
estimated budget for the two country investment plan missions is US$214,300 broken down as follows:

. ADB  $64,000
. IBRD: $90,000
. IFC:  $60,300

The contact point for the Government of Indonesia is Mulia Nasution, Secretary General, Ministry of
Finance (m_nasution@depkeu.go.id). The contact point will be expected to arrange for meetings with
key GOI ministries and agencies, convene decision makers to review interim results from the mission,
and provide summary briefing and conclusions at Ministerial level.

Contact persons at the MDBs are:

+ ADB: Samuel Tumiwa (stumiwa@adb.org) and Yongping Zhai (yzhai@adb.org)

+ IBRD: Migara Jayawardena (sectoral lead, mjayawardena@worldbank.org) and Timothy Brown
(country lead), with Rohit Khanna, CTF Coordinator (rkhanna@worldbank.org)

 IFC: Roger Thomas Moyes, Program Manager of Access to Finance, IFC Indonesia

(rmoyes@ifc.org) and Calvin Xu, Senior Energy Specialist (cxu1@ifc.org)
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