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Preface

In addition to our reports, Indonesia Investments sends updates on key economic,
political or social developments to our subscribers to make sure that our subscribers
do not miss out on vital information. Topics in these updates will often be discussed

in more detail (and in an updated form) in forthcoming monthly reports.

Content in this update is copyright of Van Der Schaar Investments B.V. (all rights
reserved), except when indicated otherwise (the majority of pictures are obtained
from Pixabay). Our permission is required by those who seek to publish or distribute

(parts of) the content in this update (Dutch law applies).!

Disclaimer

Lastly, we would like to emphasize that - although we strive to present accurate, up-
to-date, and objective information in our updates - Indonesia Investments cannot
guarantee the accuracy of all data and information that is included in this update.
We also do not intend to provide legal, investment, tax, or accounting advice through
the contents of this update, and therefore the reader should not perceive this update
as such. In short: Indonesia Investments cannot be held responsible for decisions

made based on the content of this update.

1 CV Indonesia Investments owns the exclusive right to sell and distribute reports/updates of

Indonesia Investments on the markets in the Asia-Pacific (including Indonesia).
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- Infrastructure -

National Strategic Projects; Revision Introduced
Through a New Coordinating Minister for Economic
Affairs Regulation

On 22 July 2022 a new regulation came into effect, titled Coordinating Minister for
Economic Affairs Regulation No. 9 of Year 2022 on the Amendment of Coordinating
Minister for Economic Affairs Regulation No. 7 of Year 2021 on the Amendment of

the List of National Strategic Projects (henceforth: Regulation 9/2022).

It is a revision that is worth taking a closer look at. First, however, we need to go
back to basics and answer the following question: what are these national strategic

projects (abbreviated as NSPs) exactly?

NSPs, which were introduced under the administration of President Joko Widodo
(via Presidential Regulation No. 3 of Year 2016), are capital-intensive infrastructure
projects that are regarded strategic in the sense that they help to encourage national

economic growth, equitable development, welfare, and regional development.

While private sector players are more than welcome to invest in these NSPs, it has

so far primarily been the public sector players that act as the driving forces behind
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construction of the NSPs. The main reasons why private sector players are not overly
enthusiastic to invest in these projects is because these projects are expensive (as
they require large sums of money, for example because a large size of land has to be
bought, such as in the case of toll roads) and they require quite some years before
investors can expect to see profit (whereas typically investors want to be profitable

within a 3-to-5-year time span).

Moreover, the bigger the project - and the longer it takes to complete the project -
the bigger uncertainty becomes. For example because of excessive bureaucracy (red
tape), especially in case more than one regional government is involved, or because
of the threat of changing regulations (as we see quite some ad hoc policy-making in

Indonesia instead of stable, long-term commitments).

Therefore, with private sector involvement being relatively limited, the majority of
investment funds need to originate from somewhere else: the central government’s
annual state budgets (APBN), the regional governments’ budgets (APBD), and from
certain state-owned enterprises (SOEs), particularly those involved in construction,
that are appointed to handle these NSP projects (with some of these SOEs obtaining

a capital injection from the central government’s state budget to handle projects).

Meanwhile, the central government also wants to maximize the role of the Indonesia

Investment Authority (INA) in NSP funding, both in the form of equity and loans. INA
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(which - being Indonesia's sovereign wealth fund - enjoys large funding capacity)
has the potential to fund various NSP projects (with INA obtaining its funds and
assets from the Indonesian government as well as through investment commitments

from the large global institutional investors).

Lastly, what separates a NSP from other infrastructure projects is that all involved
levels of government institutions (such as ministers, governors, and regents) need
to treat the project as a priority project, and so regulations and licensing procedures
are not allowed to obstruct progress of the project. In other words: all officials need

to support the NSP project by facilitating its construction.

[.]

This is the introduction of the article. If you want to buy the full article,
you can contact us through info@indonesia-investments.com or

+62.882.9875.1125 (including WhatsApp text messages).
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