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DISCLAIMER

This presentation has been prepared by PT Indonesia Infrastructure Finance (“IIF” or the “Company”) exclusively for your
benefit and internal use in order to indicate, on a preliminary basis, the feasibility of possible transactions. Terms contained in
this presentation are intended for discussion purposes only and are subject to a definitive agreement. All information contained
in this presentation belongs to IIF and may not be copied, distributed or otherwise disseminated in whole or in part without the
prior written consent of IIF.

This presentation has been prepared on the basis of information that is believed to be correct at the time the presentation was
prepared, but that may not have been independently verified. IIF makes no express or implied warranty as to the accuracy or
completeness of any such information.

IIF is not acting as an advisor or agent to any person to whom this presentation is directed. Such persons must make their own

independent assessment of the contents of this presentation, should not treat such content as advice relating to legal,
accounting, taxation, technical or investment matters and should consult their own advisers. Nothing in this presentation is
intended to be, or should be construed as an offer to buy or sell, or invitation to subscribe for, any securities.

Neither the Company nor any of their directors, employees or representatives are to have any liability (including liability to any
person by reason of negligence or negligent misstatement) from any statement, opinion, information or matter (express or
implied) arising out of, contained in or derived from or any omission from the presentation, except liability under statute that
cannot be excluded.
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Economic Development and Conservation:
Are They Diametrically Opposite?
▪

Indonesia is the most heavily forested place after the Amazon, with
extensive marine ecosystem. It is home to roughly:
• 11% of the world’s flowering plants (i.e. Bunga Bangkai, Kantung
Semar, Anggrek Hitam, Pohon Ulin, Pohon Damar);
• 3% of its mammals, including 46 primate and some specific species
(Orangutan, Javan Gibbon, Javan Rhino, Sumatran tigers and
elephants);
• 6% amphibians, 7% reptiles, 16% birds and 14% fish (including
freshwater and saltwater species) of the total world’s species;
• 284.300 km2 or equal to 18% of world coral reefs.

▪

Cultural Diversity: ethnics (±1300), customary cultures (742 languages),
including Indigenous People, i.e Suku Baduy, Suku Anak Dalam, etc.

Indonesia is unquestionably one of the most bio- and socio-culturally diverse
countries in the world, worthy of conservation
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The Need to Balance Economic Growth and
Socio-Environmental Concerns
Infrastructure Development vs Environmental Concerns
• Infrastructure constructions emit pollutants (air, water, soil) and noise from
operating equipment,
• Tight budget and schedule may discount environmental protection
(landslide management, emission management)
• Externalization of environmental cost in total project cost
Wild life vs Human
• Habitat loss and wildlife extinction due to human actions such as
development of road, power plants which may resulting in encroachment
• Conflict occurs when wildlife requirements overlap the requirements of
human populations
• Dam of hydro power plant will block upstream movement of fish for
spawning
Economic Growth vs Social Justice
• Development benefited only a small elite, bypassed the poor
• Development benefited only advanced states, bypassed poor/non-popular
states
• Injustice development has wider gaps between the rich and the poor
• Damage on historical heritage/archeological sites
• Involuntary resettlement
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Why we need Social & Environment
Management in Development

S&E Safeguards

Commercially
viable
infrastructure
project

Social and
Environmental
Management
System
(SEMS)*

Ensure S&E
Safeguards,
integrated
project design
prior to
financing

Reduce
potential Risk
and Impacts
into the whole
project life
cycle

* A SEMS is a set of policies, plan, procedures, and tools to
manage S&E aspect starting from preparation stage,
construction, operation and decommissioning and is
embedded to the statutory host country regulation to ensure
that all projects are in compliance with the requirements.
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SUSTAINABLE
DEVELOPMENT

What Constitutes Sustainable
Development and Why It Is Good
Protect people
and environment
from adverse
impacts (“Do No
Harm”)
Enhance
environmental
sustainability
and social equity
(“Do Some
Good”)

Respond to local
and global
constituencies

Sustainable
Development
Provide a
mechanism for
information
disclosure,
stakeholder
consultation and
participation,
accountability

Build borrower
capacity for
environmental
and social
management

•

Ensuring project economics
• Minimizing disruptions
• Minimizing possible
redesign
• Mitigating risks

•

Enlarging and diversifying
investor base

Integrate
environmental and
social aspects into
decisions on
project selection,
design and
implementation

Source: WBG
Presentation
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The Costs of Disregarding S&E Risks are Significant
Independent survey of 15,000 capital intensive projects worldwide found that
sustainability issues eroded the value
in 25% of the projects, including
projects put on indefinite hold,
construction delays or stalled
production lasting more than a week,
and cost overruns of 20% or more1)

$300 billion estimated annual direct
value losses due to poorly managed
risks in infrastructure projects,
including non-technical risks and the
influence of environmental, social and
governance factors.2)

Typological Of Costs due to conflict with locals (Davis, R
& Franks, D – 2014)

• Payments to security state forces
operational costs of security

& increased

• Project design modification cost (redesign)
• Higher insurance premiums and coverage, risk rating,
cost for legal and conflict expertise
• Damage or
infrastructure

destruction

to

private

property

• Operations discontinued: voluntary closure or enforced
through injunction
• Delays in deliveries/supplies
• Loss of value of property: full
depreciation, sale at a loss, theft

write-off,

other

• Staff time spent on risk and conflict management
• Higher expenditure on public relations: consultants,
dissemination of information
• Compensation (out of court payments)

References:
1) Davis, Rachel and Daniel Franks. 2014. Costs of Company – Community Conflict in the extractive sector. Harvard Kennedy School.
2) Beckers, Frank, et. al. 2013. McKinsey & Company.
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or

And This Can Be Done in Indonesian Projects
Sample of Good S&E Management
Implementation

Pitfalls

• Air, water and soil pollutions management plan

• Project sponsors’ lack of awareness about

during the project life cycle.
• Fish ladder to preserve ecosystem habitat and
ecological flow.

the full range of social & environmental risks.
• Lack of identification of stakeholders affected
by a proposed project.

• Chance Find Protocol to avoid loss important
historical heritage/archeological sites.
• Land Acquisition and Resettlement Action Plan
to minimize conflict and to enable fair process
of land acquisition.

Case Studies: Toll Road, LNG Processing Project and Water Distribution
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Case I:
Trans Java Toll Road Project
Supplemental Resettlement Action Plan (SRAP) Unit
Livelihood Restoration Program
(60 villages):
• Established bamboo waiving for
vulnerable group
• Established Koperasi Usaha
Bersama (KOBE) in 15 villages
• Established five cooperatives
• Assisted for processed food
business
• Kind assistance for batik craftsmen
• Developed business activities: goat
farming, live stock, mushroom
farming, agriculture/fisheries,
vegetables & tree seeds, home
industry and seller/mini market &
groceries.
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Health & Safety and Environmental
Health and Safety:
• Regular tool box meeting & safety
talk
• Joint Inspection
• Housekeeping
Environmental management:
• Joint Inspection and Monitoring
• Traffic management
• Safety sign, Regular watering
• Barrier fence
Stakeholder Relation Unit
Community consultation &
Grievance Mechanism
• Established communication with
community and PAP
• Established grievance mechanism
for community and PAP
Community Development Unit
Community Development:
• Regular medical check up
• Education program

Case II:
LNG Processing Plant Project
Sustainable Development Program
• Provided new resettlement area with
new house, with complete facilities
including
schools,
community-andwomen’s centres, places of worship,
power and water supply.
• Constructed public facilities: jetty,
village hall, rainwater harvest, education
facilities (classroom, library, school
equipment & furniture), public toilet
• Provided vocational training, women’s
empowerment, microfinance and
• Created microenterprise and community
development through community action
planning.
• Enhanced the skills of farmers and
fishermen,
created
alternate
employment,
• Improved
household
incomes,
promoted women’s role
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Environmental, Health and Safety
• Developed Biodiversity Action Plan
(BAP) and Biodiversity Offset Plan
(BOP)
• Minimizing the clearance area for
planned facilities
• Conserved the coastal area
• Established flora & fauna terrestrial
management
• Protecting marine fauna species and
fringing mangrove communities
• Developed team health, safety, and
environment
• Developed set strict safety standards
(zero tolerance policy)
• Implemented
waste
integrated
management:
wastewater
discharge, air emissions, potential
spills, and solid & hazardous waste
generation

Case III:
Bulk Water Supply Project
Social Management

Environmental, Health and Safety

• Developed new public swimming pool at the

• Developed the SEMS for construction and

new area
• Relocated of illegal squatter to new location
• Develop social program for illegal squatter
• Established stakeholder engagement plan
and grievance mechanism

• Compensation of temporary disruption for
PAP during piping installation

operation phase
• Conducted

study

of

cumulative

impact and ecosystem services.
• Conserve the upstream of the water spring

• Developed

team

health,

safety,

and

environment
• Developed safety standards (zero tolerance
policy)
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Benefits of Good S&E Management
When Social Risks are Mitigated and
Communities Share in the Benefits of
Development
Study Case:
Caucasus Power Line Project
• Annual
cost
for
Stakeholder
Engagement $200,000.
• Estimated company savings (from
prevention of losses due to potential
construction stoppages caused by
community conflicts): $150,000 per day.

Source: Sustaining Infrastructure Business Through Improved
Stakeholder Relations, IFC

• Improved project planning and design by incorporating
local knowledge to avoid costly re-routing or delay.
• Heightened ability to meet project milestones on time and
on budget.
• Greater competitive advantage in public infrastructure
bidding processes.
• Increased access to financing from investors that
prioritize aboveground risk management.
• Reduced legal exposure and vulnerability to regulatory
changes.
• Enhanced reputation and greater public acceptance.

• A growing body of evidence demonstrates that project
sponsors who work to manage expectations and address
stakeholder concerns in ways that yield local community
benefits are able to increase the likelihood of a positive
project outcome.
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Conclusion
Social & Environmental
issues are part of risk
management
Shareholders strategy

Efficient projects

Social & Environmental risks
and impacts identified as
early as possible to allow
proper mitigation plan

Benefits

Gain support
from Project
Affected People

Ensure reputation

Minimize
operational
delays
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Minimize
environmental
damage

