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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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URBAN INFRASTRUCTURE IS CRITICAL FOR A NATION’S
DEVELOPMENT DUE TO THE GLOBAL TREND OF
URBAN-CENTERED GROWTH

Percentage of population residing in urban areas
City as center of growth (population and potentially economic)
• 54% or majority of the world’s population lives in cities
although substantial variability exists across countries
• The proportion is expected to increase, reaching 66% by 2050
• Projected 2.5 billion people increase in the the urban population by 2050
(nearly 90% of the increase concentrated in Asia and Africa)
Indonesia: >50% population lives in cities

City as drivers of
development &
poverty reduction:
 concentrate much of the
national economic activity,
government, commerce
and transportation
 provide crucial links with
rural areas, between cities,
and across international

borders

Source: United Nations, Department of Economic and Social Affairs, 2014
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INDONESIA SHOULD ANTICIPATE LARGER DEMAND OF
URBAN INFRASTRUCTURE DUE TO INCREASING
CONCENTRATION OF URBAN POPULATION
Proportion - Urban and Rural

Urban and Rural Population

Urban population projected to
reach 70% of the country’s
population by 2050.

Total population projected to
reach >300mn dominated more
by urban population by 2050
Urban
population
Rural
population

Urban Population by City Size Class
Urban population projected
to reach >175mn by 2050,
of which 50mn lives in cities
with population >300,000.

Growth of Urban Proportion
Avg annual growth rate of the
urban population of the
Indonesia (blue line)
1950-2014

Avg annual growth rates of the
urban population of all countries of
the world (gray area).

Source: United Nations, Department of Economic and Social Affairs, 2014
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Historically, Indonesia’s urban
population growth rate is
among the 30 highest in the
world.

HIGHER DEMAND FOR QUALITY INFRASTRUCTURE
SERVICE RATHER THAN JUST PHYSICAL DEVELOPMENT
Rapid physical infrastructure development alone is no longer enough to satisfy
the complex modern life and high urban population growth demand.
To provide quality infrastructure service, the Government
needs to work closely with all stakeholders, esp. the
private sector, and adopt innovations in procurement,
financing and technology implementation.

Infrastructure development may not catch up with the
demand without meaningful actions by the Government
in involving all the stakeholders and adopting
innovative procurement and financing.

RESULT OF SUCCESSFUL
DEVELOPMENT

RESULT OF FAILED
DEVELOPMENT
• High infrastructure deficits (public transport etc)

 Efficient utilization of physical infrastructure to
keep up with rapid urban growth
 Implementation of necessary sustainable
policy
 Improved public service

 Improved access to information and financial
services
 Benefits of city life can be equitably shared
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• Unsustainable production and consumption patterns
• Deficit of resources (water, energy, etc)
• Prone to climate change effects
• Threatened sustainable development
o Economy: suboptimal competitiveness and
productivity
o Mobility: congestion
o Environment: pollution and environmental
degradation
o Living: unemployment, health problems, urban
violence and insecurity, urban poverty/sprawl and
slums, lack of social cohesion (urban poor live in
sub-standard conditions and urban areas may

TYPES OF URBAN INFRASTRUCTURES AND THE
LATEST INNOVATION TRENDS
EXAMPLES OF URBAN INFRASTRUCTURES THAT GOVERNMENT HAS TO BUILD/PROVIDE/SUPPORT

Innovations

Technology

Procurement
and Financing
Method

Energy
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Telecom
munications

Transport
ation

Water &
Health and
Wastewater Human Services

Public
Safety

Public Private
Partnership
Hybrid
Financing

Availability
Payment

Instrumentation
and Control
Connectivity
Interoperability
Security and
Privacy
Data Management
Computing
Resources
Analytics

Acceleration of infrastructure development
and improvement of the urban quality of life

Improve the efficiency of the existing and new
infrastructure
Private sector has the expertise to connect
infrastructures, human capital and social capital
with technology such as Internet of Things (IoT),
Machine to Machine (M2M), etc to create
integration, aggregation, inteligent system that
enables better efficiency and sustainability.

Payments

INNOVATIONS THAT PRIVATE SECTOR MAY BE INVOLVED IN
FOR IMPROVING/ACCELERATING URBAN INFRA
DEVELOPMENT

ECONOMY

TRANSPARENCY

PUBLIC AND SOCIAL
SERVICES

INNOVATION
ENTREPRENEURSHIP

MOBILITY

TRAFFIC

PUBLIC
TRANSPORT

ICT
INFRASTRUCTURE
LOGISTICS

Source:
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Complaints and suggestions
Participation in decision-making
Open Data
Municipal transparency
E-municipality
City Council on social networks
GIS
Social and City services information
Smart Justice
Innovation Centre
E-commerce
Business centre
Job-search resource centres
Variable Traffic Management
Traffic monitoring
Traffic control
Public Transportation App
Card of Public Transportation
Intelligent bus stops
Car sharing
Public bicycles
Electric bus
Tramway
Parking sensors
Parking information
NFC payment
Smart Logistics

FIELD

AREA

LATEST INNOVATION TRENDS

Environmental Information and alerts
NETWORK AND
ENVIRONMENTAL
MONITORING

ENVIRONMENT

GOVERNANCE

PARTICIPATION

LATEST INNOVATION TRENDS

Containers with sensors

Monitoring distribution networks
App with incidents
Renewables
Energy efficient in buildings
Intelligent lighting

ENERGY
EFFICIENCY

Smart grids
Irrigation remote control
District heating and cooling
Recharging electric vehicles

PEOPLE

AREA

DIGITAL
EDUCATION

Centre for learning new technologies

CREATIVITY

Centre for creating apps

TOURISM
& CULTURE

Event information

Internet in schools

Tourism app
E-health

LIVING

FIELD

HEALTH
& SAFETY

Accessibility in public places
Telecare
Video surveillance
Free wifi

TECHNOLOGY
ACCESIBILITY

Optical fibre
Citizen card

WAYS TO FINANCE TO MAKE IT HAPPEN
Government Role

Infrastructure Financing Options

Option #1

Pure State
Budget
(APBN/APBD)

Option #2

SOE

Option #3

PSP / PPP
Procurement

• Fund
• Design

• Project contractor

• Procure contractor

• Regulate

• Equity partner

• Fund (through PMN)

• Lender

• Award / appoint

• Contractor

• Act as contracting authority

• Define scope, structure
• Select sponsors
• Award contract
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Private Sector Role

• Equity sponsor
• Lender
• Contractor

WHY INVOLVE THE PRIVATE SECTOR
THROUGH PSP/PPP
Private Resources and Skills

&
Value for
Money
( VfM )

Risk
Sharing

Major Risks

Public

Private

Design & Construction



Operation & Maintenance



Funding



Demand/Revenue



Political Risks



Natural Force Majeure



Project with value for money for taxpayers
can be conducted through PSP/PPP
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HOW TO ENSURE BANKABILITY IN PSP/PPP
Government has to be able to prepare, package bankable project and offer the project to the private partner

P
R
O
J
E
C
T
B
A
N
K
A
B
I
L
I
T
Y
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all the work necessary to ensure that the

Project Preparation
proposed project is feasible, appropriate and can
be successfully implemented

Political
Support/Commitment
and Capacity of
Implementing
Agencies

all the necessary supports from the Government
to ensure that the project can be successfully

prepared and transacted

PROPER PREPARATION PROCESS
FOR ENSURING PROJECT BANKABILITY
Ensuring the identification and elimination of key risks at the earliest possible time and
maximises development opportunities
Process
1.

2.

3.

4.
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Up-to-date engineering and related
technical studies

Legal and institutional analysis /
preparation

Desired Results
•

Risks can be managed and controlled
 well-conceptualized & bankable project

•

Tailored & integrated to stakeholders’ needs

•

Supported by the key stakeholders

•

Enhancing the predictability of project
outcomes and timeframes for
implementation

•

Government, sponsors and lenders can predict
and therefore manage their cash flows

•

Resources optimally utilized and only allocated
to viable and bankable projects

Commercial structure and identification
of government supports

Additional analysis, i.e. land, social,
environmental & admin

GOVERNMENT IMPLEMENTING AGENCIES CAPACITY AND
COMMITMENT TO ENSURE SUCCESSFUL PROJECT
PREPARATION AND TRANSACTION
1.

Commitment & Capacity of
Government Contracting Authority

•
•

•

2.

Fiscal and Regulatory Support

•

•

3.

12

Alignment of Stakeholders’ Priorities
and Interests

•
•

Lead and ensure awareness of the relative costs, benefits and
risks of PSP/PPP as opposed to conventional procurement
Obtain deep and specific knowledge of all aspects of the
project so as to have sufficient capacity to evaluate the
related documentations
Ensure all significant regulation affecting the implementation
of PSP/PPP is clear, transparent and enforced
Improve project viability through:
• Direct fiscal contribution
• VGF/Hybrid financing
• Tax Incentives / Subsidy
• Availability payment,etc
Contingent fiscal contribution
• Gov’t Guarantee
• IIGF Guarantee
Get the proposed project prioritised at senior political level
Prevent institutional, procedural or accounting bias either in
favour of or against PPP/PSP

IIF ROLES AS INFRASTRUCTURE CATALYST AND
AGENT OF DEVELOPMENT
Infrastructure Project Cycle

Project / Transaction Preparation

Transaction
Advisory
• pushing the realization of
more well-conceived PPP
projects to be available in
the market

 help to provide market
with more deal flow

13

Sponsor Selection

Financial
Close

Financing

• finance wellconceived and viable
projects

 support
greenfield projects
with project finance

Construction

Operation

Refinancing

• provide debt,
mezzanine
and equity
refinancing

 support
brownfield projects
with long-term
funding

IIF PROMOTES WELL-STRUCTURED PROJECT FINANCE
•

PPP projects are generally financed using project finance arrangements.

•

Project Finance features could align the interests of the lenders with the public sectors and provide project
sponsors with more capability to develop more infrastructure at the same time.

Project Finance

Corporate Lending

Borrower

Project Company (SPV)

Sponsor

Lenders’ assessment

the PROJECT’S CASH FLOW on non-recourse or
limited-recourse basis

the strength of the BORROWER’S
BALANCE SHEET and corporate cash flow
for their loans

Leverage

relatively high

relatively low

Legal security, funding/repayment
mechanisms & reporting
requirements

highly tailored, more sophisticated/complex

less sophisticated

Features

• aimed at optimizing the project’s cost of fund
and isolating project from other ongoing
business
• concerned with risk allocation agreed in the
PPP contract between the public and private
sector, therefore both are incentivized/
empowered to deal in a timely manner with
problems that may occur in the project

Conclusion

more capability for sponsors to develop more
infrastructure projects at the same time

• relies on and influences debt capacity of
the sponsor
• less incentive to align the interests of the
main lenders to the project with those of
the public sector

less capability for sponsors to develop
more infrastructure projects at the same
time

IIF COLLABORATES WITH OTHER FINANCIERS
IIF takes catalytic roles in Indonesian infrastructure financing landscape
by providing project finance with favorable tenor, currency and competitive interest rate
Type of
Institutions

Mezzanine
Facilities

ECA

Multilaterals

✔

International
Banks

Debt
Facilities

Characteristics of Major Financing Institutions in Indonesia
Strong
Pure Project
Average
Long-Term
Require
Finance as
Size of
IDR
Gov’t
Tenor
Acceptable
Financing
Currency
Guarantee
Structure
Facility
Funding

Applied S&E

✔

✔

✔

large

can be
very long

national
standard

✔

✔

✔

large

long

multilateral
performance
standards

✔

✔

✔

✔

large

medium

equator
principle
(if applicable)

✔

long-tomedium

national
standard

Large
Domestic
Banks

✔

mediumto– very
large

Local Branch
of Foreign
Bank

✔

mediumto– large

mediumto-short

national
standard

Small to
Medium
Domestic
Banks

✔

mediumto- small

mediumto-short

national
standard

small–tomedium

medium

national
standard

mediumto– large

long-tomedium

International
standard

PE Fund

PPP
Advisory
Capacity

✔

✔

✔

✔

(USD & IDR)

(USD & IDR)

✔

✔

✔

DISCUSSION SESSION

