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Indonesia's SOEsare key towards creating economic value while

balancing its mandate as the nation's agent of development

SOES business continues to Value Creator Agent of Development ZC|l BX “° BK M
grow and professionalize, forefront players for
\!wth increasing nuTber of Business Business Public [ natl.onal development
3 AJ°X J3 9% «X3 Growth Risk Interest Industry projects
ASOEscontrit_)ution to ead %@ AZ 8«X ;3 NXT ;.
thIeDlgd??rzl(;;l?n_Economy ‘IF Wy A X(BERTAMINA)
= : rillion over , A -
. S Ensuring SOEs are at the Community
the last 10 years E(r;su\rl:,r:g g:e ?OE SEUE'TSS forefront in the welfare of the Development by PNM
ATotal Assets of SOEs rowth strategy sticks 1o community, and are willing to A ..
; good risk management b , : ¢ Electricity
continue to grow to Rp SCOME PIONECHNg agen's Infrastructure on Rural
8,400 Trillion in 2020 area by PLN

AExpansion into Regional
& Global Markets

AGrowing partnerships
rropuliS = CATL

Ex¢onMobil siﬁg;:?al

Alnfrastructure
Development in
Sumatra

Note: As regulated in Law 19/2003 (related to Indonesian State Owned Enterprises), IndonesianSOEsmust balance their roles as Value Creator and Agent of Development.
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Large number of SOEs
with overlapping
business & value

chain

Major performance

discrepancy
amongst SOEs

Operational and
financial
mismanagement

However, SOEsface various long -standing constraints to their

performances

Staffing and human
capital limitations

A 142 individual SOEs
many with overlapping
core business and value

chain

A Misalignment of SOE

subsidiaries' core
business with its

respective parent Co

43 of the 114 SOEsas of
2019 failed to meet low
thresholds for financial
viability!

Listed SOEs
commercially
outperform other SOEs
ROE (~10 pp difference)

1. Achieving at least half of the sector average ROE for emerging market firms

Source: MSOE internal dataADB analysis
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Unstandardized GCG
acrossSOEs

Poor management and
lax SOEgovernance and
monitoring

A Uncompetitive

remuneration standards

Inconsistent merit
system for human
capital management
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Restructuring business models
through ecosystem development,
cooperation, consideration of
stakeholder needs, and focus on
core businesses

Increasing economic value and
social impact, especially in food,
energy and health security

Educating and training
workforce, developing quality
human capital, professionalizing
governance and HR selection
systems
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mn &= We have introduced 5 strategic priorities as our principles to

reform and transform SOEs

Business Model Innovation Technology Leadership

Economic and Social
Values for Indonesia

Investment
Acceleration

Talent
Development

Leading globally in strategic
technology and institutionalizing
digital capabilities such as data
management, advanced analytics,
big data, artificial intelligence, and
others.

Optimizing asset value and
building a healthy investment
ecosystem
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roadmap development and alignment

: Protect human resources from Covid-19 impact, and facilitate the
Workforce protection

%H =z Our Covid -19 response as key considerations in  SOE2020-2024

transition to the new -normal work model

Integrated Covid-19
response center

the establishment of the Covid-19 Task Force to accelerate aid

4¢ Accelerate the development of the Covid-19 response center with
distribution to those affected

SOE Roadmap Financials stress —' Stress—_test financial conditioq and c.a-sh flow, and restructure the
Reprioritization testing portfolio to strengthen financial position
due to the
pandemic : o : : :
Supply-chain Reuvisit existing supply chain management strategies of several vital
stabilization ~ | industries such as pharmaceuticals, health, food and logistics
Customer Accelerate the launch and expansion of digital channels to maintain
engagement customer communication and engagement
management

New opportunities |
capturing |

Use the crisis to deepen & improve relationships with customers,
suppliers and other stakeholders, as well as restructure to improve

competitive positioning after the Covid -19 pandemic
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3U....
man == 3 Stages in SOE2020-2024 Roadmap

Reimagine & innovate

Restructure & recover
@ Create opportunities for more

Resilience & survival collaborations with strategic partners

EstablishSOEclusters based on @ Make SOEs more inclusive
supply-chain linkages and industry 0

Strengthen financial monitoring

: : commonalities to increase synergies
through intensive performance 0 ynerg
management @ Improve SOEportfolios with

corporate restructuring aimed at 0
Improve the foundation of SOE$ consolidating and streamlining
@ GCGalong with organizational 0

strengthening Lay the groundwork for new and

innovative business models

@ Institutionalizing digital capabilities

0 Initiatives completed as of October 2021
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Mmn == Intensive performance management across SOEsS

Stress Test Asses_sm(_-:-nt Action
& Monitoring

Stress test conducted for SOE Intensive monitoring towards SOE

financial performance for 2020 financial performance, specifically in 3

projection bqsis several conditions: indicators: Accelerate Production,

1. Alternative IDR to USD Invesment, and Marketing
exchange rate .

2. Interest rate benchmark @ Cash Flow Operating —

3. Possible end of the Covid-19
pandemic
4. Other specific conditions

@

EBITDA Manage cash flow, maintain
interest bearing debt, evaluate
iInvesment

lll Debt to EBITDA ——

2{=D,
Note

EBTDA POSTIF, CFO POSTIVE, DEBT TO EBTDA <5X
EBTDA POSTIF, CFO POSTIVE, DEBT TO EBTDA >5X
EBTDA POSTIF, CFO NEGATIVE, DEBT TO EBTDA <5X

Restructurec ompani es 0
EBTDA NEGATIVE, CFO NEGATIVE, ANY DEBT AMOUNT

EBTDA NEGATIVE, CFO POSITIVE, DEBT TO EBTDA >5X operation, gaining cash flow and
EBTDA POSTIVE, CFO NEGATIVE, DEBT TO EBTDA >5X reduce the debt
EBTDA POSITIVE, CFO POSITIVE, DEBT TO EBTDA >10X/ NEGATIVE
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Introducing first -ever uniformed core values across all SOEs

Dedicated and prioritizing the
Interests of the Nation and the
State

Caring for each other and
respecting differences

Continue to innovate and be
enthusiastic in moving or facing
change

Continue to learn and develop
capabilities

Adaptif

Kolaboratif Build a synergistic collaboration

Holding on to the trust given
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==~ Robust onboarding for BOD and BOC across 5 fundamental GCG
COMPANY OBJECTIVES topics

Ensuring that the company's goals are achieved with maintained
sustainability, through supervision of all aspects of risk management,
including risks in subsidiaries

O]
o

==

MANAGEMENT EFFECTIVENESS

Ensuring the effective implementation of
management functions, including the

capabilities of members of the board of é%
directors, and assisting shareholders in preparing

for a sustainable company succession

Ensure accuracy, fairness, and transparency of
financial reports in accordance with high
reporting standards

@ FINANCIAL STATEMENT

AUDIT EFFECTIVENESS

Ensure that the effectiveness of the internal audit

: _ = Ensure compliance with various laws and
function and follow -up on the results of internal nn

regulations

and external audits is achieved thereby reducing
company risk and preventing fraud
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Preparation

development trial

MSOE encourages implementation of Anti  -bribery Management

System (ISO 37001:2016) across SOEs

System Implementation System Certification Passed

Review Preparation Certification

4,88% 7,32% 2,44%

(2 SOES (3 SOES (1 SOBE)
AAwareness training  APolicy Aimplementation
regarding the development and socialization
standard documentation AS
ystem
AGap Analysis implementation

Our target is to have all SOEscertified with

ISO 37001:2016 by the end of 2021
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4,88% 0,0% 80,48%

(2 SOES (0 SOB (33 SOES
AAudit Internal AChoosing certification SOEshave been certified
Avlanagement review institution ISO 37001:2016

. Aimplementation of audit
Aggggf;}fnn certification

Aimprovement from audit
results

ACertification decision

ASurveillance for the
following years



Short term: streamlining
the number of clusters to
align with the global best
practices and to keep the
span of control to 6

clusters per vice minister.

Cluster establishment to strengthen synergy, basis
Interconnected supply chain and core business similarities

° | X MNBsiliéss modlel similarities
(to share best practices
and improvements),
interconnected value

chain (to create a balanced
ecosystem)

#IKI «N «z
composition to align with
their scale & complexity

Mid and Long Term:
designate profit -based
SOEs to collaborate with
INA and monitor
development impact of
public service-oriented
SOEs

Cluster Framework
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mn = Improving portfolio performance with corporate restructuring

Streamlining and consolidating corporate structure by merging small SOEs with similarities in value chain and/or business mod els, and by
establishing Danareksa o PPA to scale up non -clustered SOEs.

~33% ~33% ~33%
Retained and Consolidated & Merged Managed by
Danareksa /PPA

Developed
A High Market Share A Low Market Share ALow Market Share
A High Market Attractiveness A High Market Attractiveness ALow Market Attractiveness
A Good Performance A Modest Performance AGood/Bad Performance
A Highly Regulated A Have Systemic Risks in ARestructuring needed
A Have Systemic Risks Consolidation

SOEs have been streamlined from 142 to 108 enterprises and will be further downsized to 41 enterprises
managed by the two SOE vice ministers. A move aimed to improve effectiveness, efficiency and
added values to the state.
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EH Danareksa & PPA Sub-cluster established to restructure and
scale up small and distressed SOEs

Creating effective solutions for handling NPLs, restructuring, transformation and asset management.

Vision & SOEs Transformation

Aspiration Restructurisationand Scale Up KAMCO lowers South Korea's NPL
from 8.9%to ~2.4% YoY 2002

ARCILmanaged to reduce India's NPL
from 10.4% to ~2.4% Yr 2008

_ i Danareksa

S el e e

(©)

Main Pillars of i
State Owned |

Enterprises
NPL Handling Restructuration
Lol L L L g
CINDA lowering China's NPL from
I i N 20% to <5% in 2010
Enabler Restructuring and Turnaround Capability Danareksa PPA will be developed into a national asset management company where
(Business model innovation, governance, digital tools and HR) this concept has been applied in various countries to reduce NPL
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Lay the groundwork for new and innovative business models

Indonesia Battery Corporation (IBC) Establishment

Electric Vehicle is a sustainable transportation solution and IBC is a breakthrough for SOEs to answer future challenges

Indonesia has strong potential for the

IBC will play a role in the Electric Vehicle ecosystem with an initial focus on
Integrated EV industry

the business of making Batteries, Electric Vehicles, Energy Storage Systems,
to battery recycling by partnering with global players

Strong position in
upstream mineral

C) Mining Industry Indonasia

W
Big production and A&~ PERTAMINA

antam © %
sales market

AKHLAK - Amanah, Kompeten, Harmonis, Loyal, Adaptif, Kolaboratif

PLN
Gl o :
resources 2025 Potential ] ]

Indonesia Battery Corporation (IBC)
# World Nickel ¥ 8,8 MHP Battery Chemical and Cells  \Battery Cell, Battery Modules, § XEVs, Electricity Supply, ESS Recycling
Reserves & millions Ni,Co Sulphate Component and Packs and Infrastructures 4
Production unit
Nickel ore Nickel &Cobalt Battery Precursor Cathode Battery Cell &Pack Electric ESS || Charging | | BatteryRecycling
Sulphate Vehicles Station
# Reserve o 2 T G;— = E
Copper w millions . .
’ . = () =
Manganege’ unit : - _
Aluminum

CAITL




3 U KEMENTERIAN
BADAN USAHA
MILIK NEGARA
REPUBLIK
INDONESIA

Integrated Digital Healthcare
?A° X3  FtAjaZz §

Insurance &
BPJS Services

Telemedicine
Services

Hospital,
Clinic Services

Financial
Services

Vaccines

Wellness Services
Marketplace
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Institutionalizing digital capabilities

PLN and Pertamina cooperate with Microsoft to develop

Digitization
Performance Optimization
Upstream and Downstream

Smart Metering for housing, industry, and
government institutions (PLN)

Smart Grid Management to improve
reliability and quality of service and data
security (PLN)

Integrated Reservoir Simulation to track,
predict, and mitigate upstream
performance issues(PTMN)

Improved oil and gas well drilling
performance (PTMN)

Leak Detection System on crude pipe
(PTMN)

Digital Refinery for cost efficiency and
increasing reliability of refinery
maintenance (PTMN)

Price Analytics for crude oil (PTMN)

Corporate Digitalization

Implementation of Cloud technology and
Artificial Intelligence

Smart Supply Chain for transparency
and cost efficiency

Big Data Analytics for historical data
analysisand forecasting

Executive dashboard and Command
Center for monitoring operational and
financial performance in real time

Enhancedcyber security

Automation process in office activities
(Office Automation such as robotic process
automation, integrated document
management system)



