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MILLENNIUM CHALLENGE COMPACT
PREAMBLE

This MILLENNIUM CHALLENGE COMPACT (this “Compact”) is between the United
States of America, acting through the Millennium Challenge Corporation, a United States
government corporation (“MCC”), and the Republic of Benin (“Benin”), acting through its
government (the “Government”) (individually, a “Party”, and collectively, the “Parties”).
Capitalized terms used in this Compact will have the meanings provided in Annex VII.

Recalling that in 2011 the Parties successfully concluded an initial Millennium Challenge
Compact that advanced the progress of Benin in achieving lasting economic growth and poverty
reduction, demonstrated the strong partnership between the Parties and was implemented in
accordance with MCC’s core policies and standards;

Recognizing that the Parties are committed to the shared goals of promoting economic
growth and the elimination of extreme poverty in Benin and that MCC assistance under this
Compact supports Benin’s demonstrated commitment to strengthening good governance,
economic freedom and investments in its people;

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

Recognizing that MCC wishes to help Benin implement the program described herein to
achieve the goal and objectives described herein (as such program description and objectives
may be amended from time to time in accordance with the terms hereof, the “Programt”);

The Parties hereby agree as follows:

ARTICLE 1.
GOAL AND OBJECTIVES

Section 1.1 ~ Compact Goal. The goal of this Compact is to reduce poverty through economic
growth in Benin (the “Compact Goal’). MCC'’s assistance will be provided in a manner that
strengthens good governance, economic freedom and investments in the people of Benin.

Section 1.2 Program Objective. The objective of the Program (the “Program Objective”) is
to expand business production and productivity, generate greater economic opportunities for
households and improve the capacity to provide public and social services by improving the




quantity and quality of the supply of electricity. The Program consists of the projects described
in Annex [ (each, a “Project”, and collectively, the “Projects”).

Section 1.3 Project Objectives. The objective of each of the Projects (each, a “Project
Objective”, and collectively, the “Project Objectives™) is described in Annex I.

ARTICLE 2.
FUNDING AND RESOURCES

Section 2.1  Program Funding. Upon entry into force of this Compact in accordance with
Section 7.3, MCC will grant to the Government, under the terms of this Compact, an amount not
to exceed Three Hundred Fifty Seven Million United States Dollars (US$357,000,000)
(“Program Funding”) consisting of Two Hundred Fifty Seven Million United States Dollars
(US$257,000,000) (“Tranche I Funding”), Eighty Million United States Dollars
(US$80,000,000) (“On-Grid Tranche Funding”), and Twenty Million United States Dollars
(US$20,000,000) (“Off-Grid Tranche Funding”) for use by the Government to implement the
Program. The allocation of Program Funding is generally described in Annex II.

Section 2.2  Compact Implementation Funding.

(a) Upon the signing of this Compact, MCC will grant to the Government, under the
terms of this Compact and in addition to the Program Funding described in Section 2.1, an
amount not to exceed Eighteen Million United States Dollars (US$18,000,000) (“Compact
Implementation Funding”) under Section 609(g) of the Millennium Challenge Act of 2003, as
amended (the “MCA Acr”), for use by the Government to facilitate implementation of this
Compact, including for the following purposes:

(1) financial management and procurement activities;

(ii) administrative activities (including start-up costs such as statf salaries) and
administrative support expenses such as rent, computers and other information technology or
capital equipment;

(ili)  monitoring and evaluation activities;
(iv)  feasibility, design and other project preparatory studies; and

%) other activities to facilitate Compact implementation as approved by
MCC.

The allocation of Compact Implementation Funding is generally described in Annex II.

(b) In accordance with Section 7.5, this Section 2.2 and other provisions of this
Compact applicable to Compact Implementation Funding will be effective, for purposes of
Compact Implementation Funding only, as of the date this Compact is signed by MCC and the
Government.




(c) Each Disbursement of Compact Implementation Funding is subject to satisfaction
of the conditions precedent to such Disbursement as set forth in Annex [V.

(d) If MCC determines that the full amount of Compact Implementation Funding
available under Section 2.2(a) exceeds the amount that reasonably can be utilized for the
purposes set forth in Section 2.2(a), MCC, by written notice to the Government, may withdraw
the excess amount, thereby reducing the amount of the Compact Implementation Funding
available under Section 2.2(a) (such excess, the “Excess CIF Amount”). In such event, the
amount of Compact Implementation Funding granted to the Government under Section 2.2(a)
will be reduced by the Excess CIF Amount, and MCC will have no further obligations with
respect to such Excess CIF Amount.

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

Section 2.3 ~ MCC Funding. Program Funding and Compact Implementation Funding are
collectively referred to in this Compact as “MCC Funding”, and includes any refunds or
reimbursements of Program Funding or Compact Implementation Funding paid by the
Government in accordance with this Compact.

Section 2.4  Disbursement. In accordance with this Compact and the Program Implementation
Agreement, MCC will disburse MCC Funding for expenditures incurred in furtherance of the
Program (each instance, a “Disbursement). Subject to the satisfaction of all applicable
conditions precedent, the proceeds of Disbursements will be made available to the Government,
at MCC’s sole election, by (a) deposit to one or more bank accounts established by the
Government and acceptable to MCC (each, a “Permitted Account™) or (b) direct payment to the
relevant provider of goods, works or services for the implementation of the Program. MCC
Funding may be expended only for Program expenditures.

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

Section 2.6  Government Resources: Budget.

(a) Consistent with MCC’s Guidelines for Country Contributions, the Government
will make a contribution of no less than seven and one-half percent (7.5%), in addition to any
other fiscal cost to the Government, of the amount of MCC Funding provided under this
Compact towards meeting the Program Objective and Project Objectives of this Compact.
Annex II describes such contribution in more detail. In addition, the Government will provide
all funds and other resources, and will take all other actions, that are necessary to carry out the
Government’s responsibilities under this Compact.

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




(c) The Government will not reduce the normal and expected resources that it would
otherwise receive or budget from sources other than MCC for the activities contemplated under
this Compact and the Program.

(d) Unless the Government discloses otherwise to MCC in writing, MCC Funding
will be in addition to the resources that the Government would otherwise receive or budget for
the activities contemplated under this Compact and the Program.

Section 2.7 Limitations on the Use of MCC Funding. The Government will ensure that MCC
Funding is not used for any purpose that would violate United States law or policy, as specified
in this Compact or as further notified to the Government in writing, including but not limited to
the following purposes:

(a) for assistance to, or training of, the military, police, militia, national guard or
other quasi-military organization or unit;

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

(c) to undertake, fund or otherwise support any activity that is likely to cause a
significant environmental, health, or safety hazard, as further described in MCC’s Environmental
Guidelines and any guidance documents issued in connection with such guidelines (collectively,
the “MCC Environmental Guidelines™); or

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

Section 2.8  Taxes.

(a) Unless the Parties specifically agree otherwise in writing, the Government will
ensure that all MCC Funding is free from the payment or imposition of any existing or future
taxes, duties, levies, contributions or other similar charges (but not fees or charges for services
that are generally applicable in Benin, reasonable in amount and imposed on a non-
discriminatory basis) (“Taxes”) of or in Benin (including any such Taxes imposed by a national,
regional, local or other governmental or taxing authority of or in Benin). Specifically, and
without limiting the generality of the foregoing, MCC Funding will be free from the payment of
(i) any tariffs, customs duties, import taxes, export taxes and other similar charges on any goods,
works or services introduced into Benin in connection with the Program; (ii) sales tax, value
added tax, excise tax, property transfer tax and other similar charges on any transactions
involving goods, works or services in connection with the Program, (iii) taxes and other similar
charges on ownership, possession or use of any property in connection with the Program, and
(iv) taxes and other similar charges on income, profits or gross receipts attributable to work
performed in connection with the Program and related social security taxes and other similar
charges on all natural or legal persons performing work in connection with the Program except




(1) natural persons who are citizens or permanent residents of Benin and (2) legal persons
formed under the laws of Benin (but excluding MCA-Benin II and any other entity formed for
the purpose of implementing the Government’s obligations hereunder).

(b) The principal mechanisms that the Government will use to implement the tax
exemption required by Section 2.8(a) are set forth in the Program Implementation Agreement.
Such mechanisms may include exemptions from the payment of Taxes that have been granted in
accordance with applicable law, refund or reimbursement of Taxes by the Government to MCC,
MCA-Benin II or to the taxpayer, or payment by the Government to MCA-Benin II or MCC, for
the benefit of the Program, of an agreed amount representing any collectible Taxes on the items
described in Section 2.8(a).

(c) If a Tax has been paid contrary to the requirements of Section 2.8(a) or the
Program Implementation Agreement, the Government will refund promptly to MCC (or to
another party as designated by MCC) the amount of such Tax in United States Dollars or the
currency of Benin within thirty (30) days (or such other period as may be agreed in writing by
the Parties) after the Government is notified in writing (whether by MCC or MCA-Benin II) that
such Tax has been paid. Failure to refund such amount within the specified time will result in
interest accruing on the unpaid amount in accordance with Section 5.4.

(d) No MCC Funding, proceeds thereof or Program Assets may be applied by the
Government in satisfaction of its obligations under Section 2.8(¢).

ARTICLE 3.
IMPLEMENTATION

Section 3.1  Program Implementation Agreement. The Parties will enter into an agreement
providing further detail on the implementation arrangements, fiscal accountability and
disbursement and use of MCC Funding, among other matters (the “Program Implementation
Agreement” or “PIA”); and the Government will implement the Program in accordance with this
Compact, the PIA, any other Supplemental Agreement and any Implementation Letter.

Section 3.2  Government Responsibilities.

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

(b) With the prior written consent of MCC, the Government will designate an entity
to be established as the accountable entity to implement the Program and to exercise and perform
the Government’s right and obligation to oversee, manage and implement the Program, including
without limitation, managing the implementation of Projects and their Activities, allocating
resources and managing procurements. Such entity will be referred to herein as “MCA-Benin
I1,” and will have the authority to bind the Government with regard to all Program activities.

The Government hereby designates MCA-Benin II also to exercise and perform the
Government’s rights and responsibilities to oversee, manage and implement the activities defined
in the Grant and Implementation Agreement, dated as of September 24, 2013, as amended. The
designation contemplated by this Section 3.2(b) will not relieve the Government of any




obligations or responsibilities hereunder or under any related agreement, for which the
Government remains fully responsible. MCC hereby acknowledges and consents to the
designation in this Section 3.2(b).

() The Government will ensure that any Program Assets or services funded in whole
or in part (directly or indirectly) by MCC Funding are used solely in furtherance of this Compact
and the Program unless MCC agrees otherwise in writing.

(d) The Government will take all necessary or appropriate steps to achieve the
Program Objective and the Project Objectives during the Compact Term (including, without
limiting Section 2.6(a), funding all costs that exceed MCC Funding and are required to carry out
the terms hereof and achieve such objectives, unless MCC agrees otherwise in writing).

(e) The Government will ensure that the Program is implemented and that the
Government carries out its obligations hereunder with due care, efficiency and diligence in
conformity with sound technical, financial and management practices, and in conformity with
this Compact, the Program Implementation Agreement, each other Supplemental Agreement and
the Program Guidelines.

€3] The Government grants to MCC a perpetual, irrevocable, royalty-free, worldwide,
fully paid, assignable right and license to practice or have practiced on its behalf (including the
right to produce, reproduce, publish, repurpose, use, store, modify or make available) any portion
or portions of Intellectual Property as MCC sees fit in any medium, now known or hereafter
developed, for any purpose whatsoever.

Section 3.3  Policy Performance. In addition to undertaking the specific policy, legal and
regulatory reform commitments identified in Annex I, the Government will seek to maintain and
to improve its level of performance under the policy criteria identified in Section 607 of the
MCA Act, and the selection criteria and methodology published by MCC.

Section 3.4  Accuracy of Information. The Government assures MCC that, as of the date this
Compact is signed by the Government, the information provided to MCC by or on behalf of the

Government in the course of reaching agreement with MCC on this Compact is true, correct and
complete in all material respects.

Section 3.5  Implementation Letters. From time to time, MCC may provide guidance to the
Government in writing on any matters relating to this Compact, MCC Funding or
implementation of the Program (each, an “Implementation Letter”). The Government will use
such guidance in implementing the Program.

Section 3.6  Procurement and Grants.

(a) The Government will ensure that the procurement of all goods, works and
services by the Government or any Provider to implement the Program will be in accordance
with MCC’s Program Procurement Guidelines (the “MCC Program Procurement
Guidelines’). The MCC Program Procurement Guidelines include the following requirements,
among others:




(1) open, fair and competitive procedures must be used in a transparent
manner to solicit, award and administer contracts and to procure goods, works and services;

(i1) solicitations for goods, works and services must be based upon a clear and
accurate description of the goods, works and services to be acquired;

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

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

(b) Unless MCC otherwise consents in writing, the Government will ensure that any
grant issued in furtherance of the Program (each, a “Grant”) is awarded, implemented and
managed pursuant to open, fair and competitive procedures administered in a transparent manner
acceptable to MCC. In furtherance of this requirement, and prior to the issuance of any Grant,
the Government and MCC will agree upon written procedures to govern the identification of
potential Grant recipients, including, without limitation, appropriate eligibility and selection
criteria and award procedures. Such agreed procedures will be posted on the MCA-Benin II
website.

Section 3.7  Records; Accounting: Covered Providers; Access.

(a) Government Books and Records. The Government will maintain, and will use its
best efforts to ensure that all Covered Providers maintain, accounting books, records, documents
and other evidence relating to the Program adequate to show, to MCC’s satisfaction, the use of
all MCC Funding and the implementation and results of the Program (“Compact Records™). In
addition, the Government will furnish or cause to be furnished to MCC, upon its request,
originals or copies of such Compact Records.

(b) Accounting. The Government will maintain and will use its best efforts to ensure
that all Covered Providers maintain Compact Records in accordance with generally accepted
accounting principles prevailing in the United States, or at the Government’s option and with
MCC’s prior written approval, other accounting principles, such as those (i) prescribed by the
International Accounting Standards Board, or (ii) then prevailing in Benin. Compact Records
must be maintained for at least five (5) years after the end of the Compact Term or for such
longer period, if any, required to resolve any litigation, claims or audit findings or any applicable
legal requirements.

(©) Access. Upon MCC’s request, the Government, at all reasonable times, will
permit, or cause to be permitted, authorized representatives of MCC, the Inspector General of
MCC (“Inspector General”), the United States Government Accountability Office, any auditor
responsible for an audit contemplated herein or otherwise conducted in furtherance of this
Compact, and any agents or representatives engaged by MCC or the Government to conduct any
assessment, review or evaluation of the Program, the opportunity to audit, review, evaluate or
inspect facilities, assets and activities funded in whole or in part by MCC Funding.




Section 3.8  Audits: Reviews.

(a) Government Audits. Except as the Parties may agree otherwise in writing, the
Government will, on an annual basis (or on a more frequent basis if requested by MCC in
writing), conduct, or cause to be conducted, financial audits of all Disbursements of MCC
Funding covering the period from signing of this Compact until the following March 31 and
covering each twelve-month period thereafter ending March 31, through the end of the Compact
Term. MCA-Benin II will develop and implement a plan, in accordance with the Audit
Guidelines, for the audit of the expenditures of the entities that are subject to audit pursuant to
the Audit Guidelines (the “Audit Plan™). Changes to the period to be audited will be included in
the Audit Plan and approved by MCC in writing. In addition, upon MCC’s request, the
Government will ensure that such audits are conducted by an independent auditor approved by
MCC and named on the list of local auditors approved by the Inspector General or a United
States—based certified public accounting firm selected in accordance with MCC’s Guidelines for
Financial Audits Contracted by the Millennium Challenge Corporation’s Accountable Entities
issued and revised from time to time by the Inspector General (the “Audit Guidelines”). Audits
will be performed in accordance with the Audit Guidelines and be subject to quality assurance
oversight by the Inspector General. Each audit must be completed and the audit report delivered
to MCC no later than ninety (90) days after the applicable audit period, or such other period as
the Parties may otherwise agree in writing.

(b) Audits of Other Entities. The Government will ensure that MCC financed
agreements between the Government or any Provider, on the one hand, and (i) a United States
nonprofit organization, on the other hand, state that the United States nonprofit organization is
subject to the applicable audit requirements contained in OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, issued by the United States Office of
Management and Budget; (ii) a United States for-profit Covered Provider, on the other hand,
state that the United States for-profit organization is subject to audit by the applicable United
States Government agency, unless the Government and MCC agree otherwise in writing; and
(iii) a non-US Covered Provider, on the other hand, state that the non-US Covered Provider is
subject to audit in accordance with the Audit Guidelines.

(©) Corrective Actions. The Government will use its best efforts to ensure that each
Covered Provider (i) takes, where necessary, appropriate and timely corrective actions in
response to audits, (ii) considers whether the results of the Covered Provider’s audit necessitates
adjustment of the Government’s records, and (iii) permits independent auditors to have access to
its records and financial statements as necessary.

(d) Audit by MCC. MCC will have the right to arrange for audits of the
Government’s use of MCC Funding.

(e) Cost of Audits, Reviews or Evaluations. MCC Funding may be used to fund the
costs of any audits, reviews or evaluations required under this Compact.




ARTICLE 4.
COMMUNICATIONS

Section4.1  Communications. Any document or communication required or submitted by
either Party to the other under this Compact must be in writing and, except as otherwise agreed
with MCC, in English. All such documents or communication must be submitted to the address
of each Party set forth below or to such other address as may be designated by any Party in a
written notice to the other Party.

To MCC:

Millennium Challenge Corporation
Attention:  Vice President, Compact Operations
(with a copy to the Vice President and General Counsel)
875 Fifteenth Street, N.W.
Washington, DC 20005
United States of America
Telephone:  +1 (202) 521-3600
Facsimile: +1 (202) 521-3700
Email: VPOperations@mcc.gov (Vice President, Compact Operations)
VPGeneralCounsel@mcc.gov (Vice President and General Counsel)

To the Government:

Ministry of Economy, Finance and

Denationalization Programs

Attention: Minister of Economy, Finance and
Denationalization Programs

01 BP 2354 Cotonou

Zone administrative Route de I'Aéroport

Benin

Telephone:  +229 213012 47

Facsimile: +22921 3018 51

To MCA-Benin 1I:

Upon establishment of MCA-Benin I, MCA-Benin II will notify the Parties of its
contact details.

Section 4.2  Representatives. For all purposes relevant to implementation of this Compact, the
Government will be represented by the individual holding the position of, or acting as, Minister
of Economy, Finance and Denationalization Programs of the Republic of Benin, and MCC will
be represented by the individual holding the position of, or acting as, Vice President, Compact
Operations (each of the foregoing, a “Principal Representative”). Each Party, by written notice
to the other Party, may designate one or more additional representatives of the Government or
MCC, as appropriate (each, an “Additional Representative”) for all purposes relevant to




implementation of this Compact except Section 6.2(a). Once MCA-Benin II is created and the
National Coordinator thereof is appointed, such National Coordinator will be an Additional
Representative of the Government. MCC hereby designates the Deputy Vice President,
Department of Compact Operations, Africa, as an Additional Representative. A Party may
change its Principal Representative to a new representative that holds a position of equal or
higher authority upon written notice to the other Party.

Section4.3  Signatures. Signatures to this Compact and to any amendment to this Compact
will be original signatures appearing on the same page or in an exchange of letters or diplomatic
notes.

ARTICLE 5.
TERMINATION; SUSPENSION; EXPIRATION

Section 5.1 Termination: Suspension.

(a) Either Party may terminate this Compact without cause in its entirety by giving
the other Party thirty (30) days’ prior written notice. MCC may also terminate this Compact or
MCC Funding without cause in part by giving the Government thirty (30) days’ prior written
notice.

(b) MCC may, immediately, upon written notice to the Government, suspend or
terminate this Compact or MCC Funding, in whole or in part, and any obligation related thereto,
if MCC determines that any circumstance identified by MCC, as a basis for suspension or
termination (as notified to the Government in writing) has occurred, which circumstances
include but are not limited to the following:

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

(i1) an cvent or series of events has occurred that makes it probable that the
Program Objectives or any of the Project Objectives will not be achieved during the Compact
Term or that the Government will not be able to perform its obligations under this Compact;

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

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

V) an act has been committed or an omission or an event has occurred that
would render Benin ineligible to receive United States economic assistance under Part I of the
Foreign Assistance Act of 1961, as amended (22 U.S.C. 2151 et seq.), by reason of the
application of any provision of such act or any other provision of law;
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(vi)  the Government has engaged in a pattern of actions inconsistent with the
criteria used to determine the eligibility of Benin for assistance under the MCA Act; and

(vii) the Government or another person or entity receiving MCC Funding or
using Program Assets is found to have been convicted of a narcotics offense or to have been

engaged in drug trafficking.

Section 5.2  Consequences of Termination, Suspension or Expiration.

(a) Upon the suspension or termination, in whole or in part, of this Compact or any
MCC Funding, or upon the expiration of this Compact, the provisions of the Program
Implementation Agreement will govern the post-suspension, post-termination or post-expiration
treatment of MCC Funding, any related Disbursements and Program Assets. Any portion of this
Compact, MCC Funding, the Program Implementation Agreement or any other Supplemental
Agreement that is not suspended or terminated will remain in full force and effect.

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

Section 5.3  Refunds: Violation.

(a) If any MCC Funding, any interest or earnings thereon, or any Program Asset is
used for any purpose in violation of the terms of this Compact, then MCC may require the
Government to repay to MCC in United States Dollars the value of the misused MCC Funding,
interest, earnings, or asset, plus interest within thirty (30) days after the Government’s receipt of
MCC’s request for repayment. The Government will not use MCC Funding, proceeds thereof or
Program Assets to make such payment.

(b) Notwithstanding any other provision in this Compact or any other agreement to
the contrary, MCC’s right under Section 5.3(a) to obtain a refund will continue during the
Compact Term and for a period of (i) five (5) years thereafter or (ii) one (1) year after MCC
receives actual knowledge of such violation, whichever is later.

Section 5.4  Late Payment Interest. If the Government fails to pay any amount under this
Compact or the Program Implementation Agreement when due (including amounts under
Section 2.8(¢) and 5.3(a)), interest will be paid on such unpaid amount. Interest will accrue on
such unpaid amount at a rate equal to the then-current US Treasury Current Value of Funds Rate,
calculated on a daily basis and a 360-day year from the due date of such payment until such
amount is paid in full. Any such payment will first be credited against interest due, and once the
interest due amount is extinguished, then payments will be credited against outstanding principal.

Section 5.5  Survival. The Government’s responsibilities under this Section and Sections 2.7,
2.8,3.2(f), 3.7, 3.8, 5.2, 5.3, 5.4 and 6.4 will survive the expiration, suspension or termination of
this Compact, provided that the terms of Section 2.8 will survive for only one hundred twenty
(120) days following this Compact’s expiration.

11




Section 5.6  Consultations. Either Party may, at any time, request consultations relating to the
interpretation or implementation of this Compact. Such consultations will begin at the earliest
possible date. The Parties will enter any such consultations guided by the principle of achieving
the Compact Goal in a timely and cost-effective manner.

ARTICLE 6.

COMPACT ANNEXES; AMENDMENTS; GOVERNING LAW

Section 6.1  Annexes. Each annex to this Compact constitutes an integral part hereof, and
references to “Annex” mean an annex to this Compact unless otherwise expressly stated.

Section 6.2  Amendments and Modifications.

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

(b) Notwithstanding subsection (a) above, the Parties agree that the Government and
MCC may, by written agreement which will enter into force upon signature, modify any Annex
to: (i) suspend, terminate or modify any Project or Activity; (ii) change the allocations of funds
as set forth in Annex II as of the date hereof; (iii) modify the implementation framework
described in Annex I; (iv) add, modify or delete any indicator, baseline or target or other
information set forth in Annex III as of the date hereof, subject to and in accordance with the
MCC M&E Policy; or (v) add, modify or delete any condition precedent described in Annex 1V,
Annex V or Annex VI; provided that, in each case, any such modification: (1) is consistent in all
material respects with the Program Objective and Project Objectives; (2) does not cause the
amount of Program Funding to exceed the aggregate amount specified in Section 2.1 (as may be
modified by operation of Section 2.2(¢e)); (3) does not cause the amount of Compact
Implementation Funding to exceed the aggregate amount specified in Section 2.2(a); (4) does not
reduce the Government’s responsibilities or contribution of resources required under Section
2.6(a); and (5) does not extend the Compact Term.

(c) The Parties understand that any modification of any Annex of this Compact
pursuant to this Section 6.2 may be entered into by the Government without the need for further
action by the Government (including any parliamentary action), or satisfaction of any additional
domestic requirements of Benin.

Section 6.3  Inconsistencies. In the event of any conflict or inconsistency between:

(a) any Annex and any of Articles 1 through 8, such Articles 1 through 8, as
applicable, will prevail; or

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

Section 6.4  Governing LLaw. This Compact is an international agreement and as such will be
governed by the principles of international law.
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Section 6.5  Additional Instruments. Any reference to activities, obligations or rights
undertaken or existing under or in furtherance of this Compact or similar language will include
activities, obligations and rights undertaken by, or existing under or in furtherance of any
agreement, document or instrument related to this Compact and the Program.

Section 6.6  References to MCC Website. Any reference in this Compact, the PIA or any
other agreement entered into in connection with this Compact, to a document or information
available on, or notified by posting on the MCC Website will be deemed a reference to such
document or information as updated or substituted on the MCC Website from time to time.

Section 6.7  References to Laws, Regulations, Policies and Guidelines. Each reference in this
Compact, the PIA or any other agreement entered into in connection with this Compact, to a law,
regulation, policy, guideline or similar document will be construed as a reference to such law,
regulation, policy, guideline or similar document as it may, from time to time, be amended,
revised, replaced, or extended and will include any law, regulation, policy, guideline or similar
document issued under or otherwise applicable or related to such law, regulation, policy,
guideline or similar document.

Section 6.8  MCC Status. MCC is a United States government corporation acting on behalf of
the United States Government in the implementation of this Compact. MCC and the United
States Government assume no liability for any claims or loss arising out of activities or
omissions under this Compact. The Government waives any and all claims against MCC or the
United States Government or any current or former officer or employee of MCC or the United
States Government for all loss, damage, injury, or death arising out of activities or omissions
under this Compact, and agrees that it will not bring any claim or legal proceeding of any kind
against any of the above entities or persons for any such loss, damage, injury, or death. The
Government agrees that MCC and the United States Government or any current or former officer
or employee of MCC or the United States Government will be immune from the jurisdiction of
all courts and tribunals of Benin for any claim or loss arising out of activities or omissions under
this Compact.

ARTICLE 7.
ENTRY INTO FORCE

Section 7.1  International Agreement. The Government will proceed in a timely manner to
complete all of its domestic requirements for this Compact to enter into force. The Parties
understand that this Compact, upon entry into force, will prevail over the domestic laws of
Benin.

Section 7.2 Conditions Precedent to Entry into Force. Before this Compact enters into force:

(a) the Program Implementation Agreement must have been signed by the parties
thereto;

(b) The Government must have delivered to MCC:
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(1) a letter signed and dated by the Principal Representative of the
Government, or such other duly authorized representative of the Government acceptable to
MCC, confirming that the Government has completed its domestic requirements necessary for
this Compact to enter into force and that the other conditions precedent to entry into force in this
Section 7.2 have been met;

(i) a signed legal opinion from the Keeper of the Seals, Minister of Justice,
Legislation and Human Rights of Benin (or such other legal representative of the Government
acceptable to MCC), in form and substance satisfactory to MCC;

(iif)  complete, certified copies of all decrees, legislation, regulations or other
governmental documents relating to the Government’s domestic requirements necessary for this
Compact and the PIA to enter into force, which MCC may post on its website or otherwise make
publicly available;

(c) MCC will not have determined that, after signature of this Compact, the
Government has engaged in a pattern of actions inconsistent with the eligibility criteria for MCC
Funding; and

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

Section 7.3  Date of Entry into Force. This Compact will enter into force on the date of the
second letter in an exchange of letters between MCC and the Government confirming that MCC
and the Government have completed their respective domestic requirements for entry into force
of this Compact and that the conditions precedent to entry into force in Section 7.2 have been
met to MCC’s satisfaction.

Section 7.4  Compact Term. This Compact will remain in force for five (5) years after its
entry into force, unless terminated earlier under Section 5.1 (the “Compact Term™).

Section 7.5  Provisional Application. Upon signature of this Compact, and until this Compact
has entered into force in accordance with Section 7.3, the Parties will provisionally apply the
terms of this Compact; provided that, no MCC Funding, other than Compact Implementation
Funding, will be made available or disbursed before this Compact enters into force.

ARTICLE 8.
ADDITIONAL CONDITIONS TO MCC FUNDING

Section 8.1  Conditions Precedent to Initial Disbursement of On-Grid Tranche Funding. In
addition to the relevant conditions set forth in the Program Implementation Agreement, each of
the applicable conditions to On-Grid Tranche Funding set forth in Annex VI must be met to
MCC’s satisfaction prior to the initial Disbursement of On-Grid Tranche Funding.

Section 8.2  Conditions Precedent to Initial Disbursement of Off-Grid Tranche Funding. In
addition to the relevant conditions set forth in the Program Implementation Agreement, each of
the applicable conditions to Off-Grid Tranche Funding set forth in Annex VI must be met to
MCC’s satisfaction prior to the initial Disbursement of Off-Grid Tranche Funding.
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Section 8.3  Failure to Satisfy Conditions Precedent to Initial Disbursement. The conditions
precedent to the initial Disbursement of On-Grid Tranche Funding and to the initial
Disbursement of Off-Grid Tranche Funding must have been satisfied no later than the applicable
Outside Date. If the conditions precedent to the initial Disbursement of On-Grid Tranche
Funding or the initial Disbursement of Off-Grid Tranche Funding have not been satisfied by the
applicable Outside Date, then:

(a) MCC will by written notice to the Government reduce the amount of Program
Funding by the total amount of On-Grid Tranche Funding or Off-Grid Tranche Funding, as the
case may be, and deobligate the total amount of such On-Grid Tranche Funding or Off-Grid
Tranche Funding from the Compact; and

(b) On-Grid Tranche Funding or Off-Grid Tranche Funding, as the case may be, will
not be available to be reallocated to the Program during the Compact Term.

SIGNATURE PAGE FOLLOWS ON THE NEXT PAGE
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IN WITNESS WHEREOF, each Party, by its duly authorized representative, has signed this
Compact.

Done at Washington, DC, in duplicate, this 9th day of September, 2015, in the English language
only.

FOR THE UNITED STATES OF FOR THE REPUBLIC OF BENIN
AMERICA, acting through THE
MILLENNIUM CHALLENGE
CORPORATION

oA

Name: © Dana J.Hyd &l Name: Kome Koutché

Title:  Chief Executive Officer Title: Minister of State in charge of
Economy, Finance and
Denationalization Programs

SIGNATURE PAGE TO MILLENNIUM CHALLENGE COMPACT
BETWEEN THE UNITED STATES OF AMERICA
ACTING THROUGH THE MILLENNIUM CHALLENGE CORPORATION
AND THE REPUBLIC OF BENIN




ANNEX I
PROGRAM DESCRIPTION

This Annex I describes the Program that MCC Funding will support in Benin during the
Compact Term.

Any reference to a Government ministry in this Annex I will be deemed a reference to any
successor Government ministry with the sector authority relevant to the Compact.

A. PROGRAM OVERVIEW

1. Background and Consultative Process.

(a) Background.

Benin was selected as eligible to develop this second compact in fiscal year (FY) 2012 after
successful completion of a $307 million compact which entered into force in October 2006 and
was completed in October 2011, and which aimed to reduce poverty through increasing access to
markets, land, justice and financial services, including a major modernization of the Port of
Cotonou. Benin was reselected by MCC in FY 2013 but in FY 2014 Benin did not qualify for
compact eligibility; as a result, the Parties’ engagement on compact development was limited. In
FY 2015, Benin’s performance on the scorecard resulted in reinstatement of compact eligibility.

An analysis by the Government and MCC completed in October 2012 found that poor electricity
infrastructure and an inadequate business environment are binding constraints to growth in
Benin. A companion analysis of private sector opportunities pointed to diversified agribusiness
as a growth opportunity for Benin, while an analysis of social and gender issues emphasized the
important role women play in agriculture and agribusiness as farmers, processors and traders,
and the importance of agriculture as a sector that employs the population with a high
concentration of the poor.

In March 2013, the Government, through the Unité de Coordination de la Formulation du 2eme
Programme et du Suivi des Reformes de MCA-Benin, submitted a compact proposal to MCC
focused on promoting agribusiness through improvements to the business environment, along
with investments in supporting transport and electric power infrastructure. After a year and a
half of project development and due diligence, it was evident that insufficient electric power,
both in terms of quality and quantity, was a key concern for all agribusinesses, and that electric
power was a strategic national priority of the Government. Accordingly, the compact proposal
was reoriented in September 2014 towards an exclusive focus on the electric power sector; with
the new focus, the proposal also supports Power Africa, a United States Government effort to
increase the number of people with access to electric power in Sub-Saharan Africa (“Power
Africa”).

(b) Consultative Process.

Throughout the development of this Compact, the Government engaged in an inclusive
nationwide consultative process that included all sectors of society and all key stakeholders in
the sectors examined.




Following Benin’s selection for a second compact, the Government established teams to tour
every region of Benin to consult the public on the most significant constraints to growth in the
country. Stakeholders consulted included local authorities, traders, craftsmen, farmers, civil
society leaders and representatives of civic associations and women’s groups. The consultations
were inclusive and collaborative and included questions specific to the private sector, as well as
gender inclusive questions. The results of the public consultations informed the selection of key
constraints to growth, as well as the social and gender analysis and the investment opportunity
analysis. MCC participated in many of the consultations and worked with the Government to
distill key findings. Consultations also took place in Cotonou with business and civil society
organizations, donors, and the central government. The nationwide consultations were attended
by over 1,000 people, more than 20 percent of whom were women.

As the Benin compact development process progressed and evolved to focus on the electricity
sector, MCC and the Government have continued to consult with the private sector, civil society,
the Benin diaspora and other stakeholders for input on the feasibility and utility of the proposed
compact program.

2. Description of Program and Beneficiaries.

(a) Program Description.

The Program targets poor electricity infrastructure, a binding constraint to economic growth in
Benin, where the insufficient quantity and quality of electricity results in reduced productivity,
output, and investment for businesses, less effective delivery of public and social services and
diminished well-being and economic opportunity for households. The root causes of these
problems are lack of resources, and public policies and institutions that have been unable to
deliver sufficient power to meet growing national demand.

The Program will address these core problems through policy reforms and institutional
strengthening, large-scale investments in energy generation and distribution infrastructure and
off-grid electrification to expand access in a country where only one-third of the population has
access to electricity. As a result of these interventions, the Program is expected to expand
business production and productivity, increase economic opportunities for households and
improve the capacity to provide public and social services.

To that end, the Program is comprised of four Projects: (i) the Policy Reform and Institutional
Strengthening Project, (ii) the Electricity Generation Project, (iii) the Electricity Distribution
Project, and the (iv) Off-Grid Electricity Access Project.

(b) Beneficiaries.

Over a twenty year period commencing at entry into force, approximately 1.97 million
households (approximately 9.8 million people) are expected to benefit from the Program. Of
these Program beneficiaries, an estimated 49% live on less than US$4 per day. In addition, this
estimate of overall Program beneficiaries does not include any potential beneficiaries from the
Off-Grid Electricity Project, nor does it include beneficiaries of new household connections in
the Electricity Distribution Project.
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B. DESCRIPTION OF PROJECTS

Set forth below is a description of each of the Projects that the Government will implement, or
cause to be implemented, using MCC Funding to advance the applicable Project Objective. In
addition, specific activities that will be undertaken within each Project (each, an “Activity”),
including sub-activities, are also described.

1. Policy Reform and Institutional Strengthening Project.

(a) Summary of Project and Activities.

The Objective of the Policy Reform and Institutional Strengthening Project is to strengthen the
capacity of the Société Béninoise d’Energie Electrique (“SBEE”), Autorité de Régulation de
[’Electricité (“ARE”), and other Government of Benin institutions to improve the governance,
management, and operations of the electricity sector (“Policy Reform and Institutional
Strengthening Project Objective). To achieve the Policy Reform and Institutional
Strengthening Project Objective, MCC Funding will support interventions to (A) improve
governance in the electricity sector by supporting an independent and professional regulator, by
reforming tarifts, by introducing independent power producers (“ZPP”) and by enhancing energy
efficiency; (B) improve management, operations and maintenance within SBEE; and (C) inform
and educate the public on tariffs, energy efficiency and other key electricity sector issues.

(1) Policy, Regulation, and Institutional Support Activity.

The Policy, Regulation, and Institutional Support Activity aims to improve the overall
governance of the electricity sector in Benin by improving regulation; establishing a tariff policy,
plan, and periodic tariff adjustments; increasing energy efficiency; and strengthening the policy
and institutional framework for [PPs. MCC Funding will support:

(A)  Assistance to ARE through operational support and capacity
building; establishment of regulatory tools, processes, and procedures; preparation and
implementation of tariff studies and development of a tariff policy and Tariff Plan to achieve
cost-reflective tariffs, encourage private sector investment in power generation and ensure access
for the poor;

(B)  Expansion and strengthening of energy efficiency standards and
labeling programs in Benin, including the formulation of technical standards, development of a
program for product labeling, enhancement of product quality enforcement and testing,
introduction of support for public sector procurement of energy efficient goods and industrial
energy efficiency;

(C)  Improvement of the environment for IPPs, including by
establishing a legal and regulatory framework, standard forms of contract, credit enhancement
mechanisms and a competitive solicitation process by means of technical assistance, transaction
advisory services and other support; and

(D)  Support of the following policy reviews: legal review of the

electricity codes (the Benin-Togo and the Benin Electricity Codes) to target necessary revisions;
technical analysis of structuring options for Government and SBEE-owned generation assets
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including creation of stand-alone enterprises; and situation assessment and preliminary study as
input to national gas policy and strategy for acquiring a reliable supply of gas for power
generation.

(i)  Utility Strengthening Activity.

The Utility Strengthening Activity aims to ensure the operational independence of SBEE and
improve its core business functions so as to become more financially viable and better able to
serve its customers. Together with the sector-wide improvements from the Policy, Regulation
and Institutional Support Activity, the Utility Strengthening Activity is expected to help improve
key aspects of SBEE’s operations and to result in its ability to better provide power to consumers
of all income classes. MCC Funding will support:

(A)  Implementation of governance and management reforms of SBEE,
including through technical and other advisory services and capacity building for corporate and
strategic management;

(B)  Financial and accounting improvements through capacity building;
information technology infrastructure, management and support; implementation of a stock
management system; preparation of a fixed assets register, and support for reconciliation of
customer accounts and other elements of SBEE’s accounting system, all to improve utility
performance, operational managemen, and to more accurately reflect the current financial
condition of the utility;

(C)  Strengthening of SBEE’s maintenance capabilities including: (1)
human resources development; (2) provision of vehicles, tools, equipment, spare parts and other
items as may be required; (3) development of a maintenance management system and acquisition
of related software and standard operating procedures; and

(D)  Capacity building for SBEE personnel through training and
instituting policy and procedural changes to create a safe working environment (including with
respect to protections from sexual harassment) with equal opportunities for men and women’s
professional advancement.

(ii1))  Public Information and Education Activity.

The Public Information and Education Activity aims to inform the public about energy sector
policy reforms and to change energy use behavior through information and education about
energy efficiency, renewable electricity sources and related topics. To this end, the Public
Information and Education Activity will create a program to educate consumers about energy
efficiency and renewable energy for household use. The Public Information and Education
Activity will take into account language differences, education levels, gender and rural and urban
access to information and technology.

(b) Environmental and Social Mitigation Measures.

According to MCC Environmental Guidelines, the Policy Reform and Institutional Strengthening
Project is a “Category C” project, and no major environmental and social impacts are anticipated.

ANNEX -4




However, any reforms related to human resource management will be undertaken consistent with
the requirements of IFC Performance Standard 2.

More broadly, health and safety records for SBEE’s operations are not available. MCC Funding
will be used to undertake an environmental and social health and safety audit (“ESH&S Audit”)
to evaluate any deficiencies in organizational arrangements, company policies, training programs
and record keeping for health and safety management. Once the ESH&S Audit is complete,
MCC Funding will be used to assist SBEE to develop an environmental and social, health and
safety management system (“SBEE ESHSMS”), in form and substance satisfactory to MCC.
Such SBEE ESHSMS will include, among others, an identification of SBEE’s environmental and
social standards and establishment of performance targets to achieve these standards.

(©) Social Inclusion and Gender Integration.

Social inclusion and gender integration under the Policy Reform and Institutional Strengthening
Project are directed at institutionalizing targeted and pro-poor tariffs, as well as ensuring equal
opportunities for women and men within SBEE and an improved workplace environment.

With respect to the Ministére de I’ Energie, des Recherches Pétrolieres et Minieres et du
Développment des Energies Renouvelables and ARE, MCC Funding will provide assistance to
develop appropriate and targeted approaches to assist affordable electricity for the poor,
including through consideration of a lifeline tariff as part of the Tariff Policy for SBEE
customers.

With respect to SBEE, MCC Funding will finance technical assistance to develop and implement
strategies to increase SBEE’s capacity and incentive to provide affordable services to the poor.
These strategies will include a diagnostic of the cost and time required to secure a residential
connection to the national electric grid as well as the development of tools to allow SBEE to
better target assistance to poor households, such as subsidies and lifeline tariffs.

In addition, to bolster SBEE’s capacity to ensure gender integration, a gender audit of SBEE will
be conducted to better understand human resource practices and document issues, challenges,
capacity and good practices that can be expanded. The Policy Reform and Institutional
Strengthening Project also will provide assistance to strengthen SBEE’s capacity to attract and
train women through existing internship and training programs.

(d) Donor Coordination.

Donors working on policy and institutional reform of Benin’s electricity sector include, among
others, the European Union (“EU "), the Agence Frangaise de Développement (“AFD”), World
Bank, Deutsche Gesellschaft fiir Internationale Zusammenarbeit (“GIZ”), the Global
Environment Fund, and the United Nations Development Program. The principal donors have
organized an energy sector donor roundtable, which meets on a bi-annual basis, to ensure
coordination of infrastructure investments and agendas for sector policy reform (“Energy Sector
Donor Roundtable™).

The Policy Reform and Institutional Strengthening Project was developed in close coordination

with the donors cited above and is consistent with the recommendations issued by the Energy
Sector Donor Roundtable. Before finalizing the Program, the Government and MCC consulted
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with the principal donors in the sector to ensure an appropriate division of labor on policy and
institutional reform and to ensure that close consultation would continue throughout the
implementation of this Compact.

(e)  USAID.

During Compact development, MCC has coordinated closely with the United States Agency for
International Development (“USAID”). Representatives from USAID participated in the peer
review of proposed compact activities and MCC has engaged with Power Africa regarding
MCC’s plans for policy and institutional reform and support. The Parties will continue to
collaborate during implementation of this Compact, including with respect to opportunities for
transaction advisory services provided by Power Africa to support or complement the effort of
the project to introduce IPPs into Benin.

() Sustainability.

The Policy Reform and Institutional Strengthening Project is designed to ensure the
sustainability of the infrastructure investments to be made within the Electricity Generation
Project, Electricity Distribution Project and the Off-Grid Electricity Access Project, as well as
the electric power sector of Benin more broadly. The Project will create policies, systems,
standard operating procedures and will provide additional financing that will endure in the key
institutions of the sector beyond the life of this Compact. The Project is the result of
consultations with Government stakeholders, the donor community, and other key actors in the
sector. The interventions also are consistent with the Government’s 2009 Strategic Development
Plan of Benin’s Electricity Sector and SBEE’s 2014-2019 strategic plan, which specifies the
need for a performance contract with the state (“contrat plan™), for improved customer service
(including with respect to reducing wait times and the burden of connection costs), for improved
financial management, and for improved employee morale and performance. Interviews with
SBEE employees, both at headquarters and in the field, reflect a commitment to these
improvements and the Activities within the Policy Reform and Institutional Strengthening
Project.

(2) Policy, Legal and Regulatory Reforms.

The Parties have identified the following policy, legal, regulatory, and institutional ref