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The Nature Of Indonesia

« Biggest Archipelago Country with 17.000 island
« Coastal line 81.000 km
 Population 220 million with 62% of population living in Java (7% area of the nation)
« Uneven population distribution and natural resources require regional approach in infrastructure
development to ensure compatibility and compromise all sector and spatially. H




Macroeconomy

= Indonesia has made significant progress in Selected Economic Indicators

strengthening macroeconomic policies and

implementing key areas of the structural reform 2000 2001 2002 2003 2004
agenda, notably with regard to rehabilitating the (PROJECTED)
banking sector. Indonesia’'s economic
performance has improved correspondingly, and REAL GDP (% 4.9 3.5 3.7 41 4.8
following an impressive fiscal consolidation and CHANGE)
disinflation effort, and a significant reduction in CONSUMER PRICE 9.3 125 100 51 50
external vulnerability, the authorities have laid a : : ' ' '
strong macroeconomic foundation for Indonesia's GROSS RESERVES 29.4 28.0 32.0 36.2 35.2
economic development. (BILL.USS$)
. : EXTERNAL DEBT (% IN 94.3 91.6 74.9 63.6 55.9
= Nevertheless, Indonesia's economic performance GDP)
has continued to lag behind other countries in the
region, with GDP growth, investment, and EXCHANGE RATE 8,422 10,246 9,295 8,578
exports, continuing to perform less favorably
when compared to the experience of other Asian NOMINAL GDP 150 142 173 208 229
economies. (BILL.US$)
Source: IMF, 2004
- * Growth, however, cannot be
Exchange Rates Rupia/lJS3 sustained on the consumption of
12,000 ' public sector and consumers only.
<10.000 A A :
s /NN v SN— | » 7% economic growth as planned
! 8.000 \g in Propenas in 2004 is difficult to
¢ 6.000 achieve without increasing
4,000 / exports and investments,
Lo including infrastructure
2.000 D 0 Investments.

0
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Likewise for foreign investment 1995-2001 (approved) from
USD 34 billion in 1997 to USD 14 billion in 1998.
FDI in 2002 not better off

1996 1997 1998 1999 2000 2001 2002E 2003E 2004E




Transport Development

1. SUPPORTS REGIONAL DEVELOPMENT: = Growth of Transport Demand significantly influenced by

2. THE REALIZATION OF AN EFFICIENT AND JUST Metloril) G it
ECONOMIC SYSTEM: = History from last 15 years: Every 1% GDP growth results

1.5% transport demand growth
= GDP growth: 5%, Transport Demand growth projected:

3. SUPPORTS THE EFFORT OF UNIFYING THE NATION;

4. TO MAINTAIN SUSTAINABLE DEVELOPMENT 7.5%
5. PROVIDING EFFICIENT, RELIABLE, SAFE AND = Building construction growth 1%, Transport Demand
AFFORDABLE TRANSPORTATION SERVICES. growth by 0.5%

Source : Bambang PB, Pre-CGI Seminar, 2003

The Role Of Transportation In Respect of GDP (in billion rupiahs)

1997 1998 1999 2000 2001
Value Percent Vaue Percent Vaue Percent Vaue Percent Value Percent

Business Activities

1 Land Transport 14.730,4 34 10.988,2 29 10.001,4 26 104854 26 110584 2,7
2 Railway 303,9 01 326,8 01 363,5 01 371,1 01 360,4 01
3  Seatransport 2.624,3 0,6 2541 07 27764 0,7 31627 08 33415 0,8

4 Land & Waterways Transport ~ 1.665,2 04 15213 04 15103 04  1.596,7 04 16689 04

5  Air Transport 19194 04 12086 03 10629 03 12123 03 13390 0,3

6  Supporting Service Transport 4.365,8 10 39176 10 40231 11 43491 11 45516 11

Source : Bappenas, 2003




Road Sector Performance

Average TRAVEL DISTANCES AVERAGE SPEED (km/hr)
REGIONAL | Roughness Vehicle-Km/Per Day
Index, IRI
m/km LIGHT HEAVY Total LIGHT HEAVY
VEH'S VEH'S VEH'S VEH'S
Sumatra 413 34.63 21.28 55.91 (28%) 60.38 51.04
Jawa 3.86 69.39 27.51 96.90 (48%) 57.69 52.11
P.Lain 6.39 37.46 10.91 48.37 (24%) 59.09 52.41

NATIONAL . 201.18

Road Condition

Administration L(el':g‘t)h Good fair Poor :sz_
National Road 26,866 64.3 % 24.0 % 6.9 % 4.8 %
Provincial Road 37,164 34.1 % 32.1 % 16.9 % 16.9 %
District Road 240,946 19.0 % 34.0 % 28.5 % 18.5 %
City Road 25,518 9.0 % 87.0 % 4.0 % 0.0 %

e Road maintenance budget declined significantly since 1993/94; even though in
nominal term road funding gradually increased after the crisis, but in purchasing
power term, it actually decreasing due to the shrinkage of rupiah value.

° Consequently, road condition has deteriorated to the extent that they will
require a huge amount of funding to be rehabilitated.

° Road user costs of using damaged roads had risen dramatically both for urban
and interurban networks.

Road Expenditure
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In 2002, total length of national road network
was 330,495 km, about 130,000 km (40%) of
which was in poor condition, including about
15,700 km national and provincial roads and
about 113,200 km district roads.



Regional Road - Disparity Of Western And Eastern Part

Road
Length

201.18

(100%)

1,546.28
(100%)

70,887.41 Km
(100 %)

152.81
(75.96)

1,200.46
(77.64)

37,140.67 Km
(52.39 %)

48.37
(24.04)

NATIONAL WEST IND. EAST IND.

STATUS

V-Km RUC V-Km RUC V-Km RUC

(Mill/day) | (Bill/lday) | (Mill/day) | (Bill/day) | (Mill/day) (Bill/day)
National 125.35 919.19 94.40 722.48 30.95 196.71
Roads
Provincial 52.69 450.14 38.27 322.89 14.42 127.25
Roads
National 23.14 176.95 20.14 155.09 3.00 21.86
Strategic
Roads

345.82
(22.36)

33,746.74 Km
(47.61 %)

Jayapura-Sentani Road
Development (Papua) —
- EIRTP-1 Package ,EIP-40

25.09.2003




Toll Roads Development

The first Toll road in Indonesia Started operating in
1978. This road was built by the government using G
to G loan. To manage and operate this Toll road, PT.
Jasa Marga (Persero), a State Owned Company, was
established.

Presently, some 521 km of Toll roads are operated in
Indonesia, 356 km by Jasa Marga and 165 km by
private Investor

The economic crisis that hit Indonesia since mid 1997,
practically brought the Economy to a stand still in 1998
—2000. Toll road projects were postponed because of
no availability of funding and, if available, sky rocketing
interest rates made it impossible to build a toll road
within its budget limits.

Since the economic situation becomes more stable
and to urge industry of construction sector GOI resume
toll road projects

Some of toll road projects of about 1200 km are being
proposed to be constructed. Opportunity for strategic
partnering with existing investor open to about 340 km.

New toll road investments are also open for other
routes that reach 3480 km. The issuance of the
coming new Road Law will open up further
opportunities for toll-road investment. For example,
assurance of initial tariff and its adjustments, clear
separation of regulator and operator as well as wider
opportunity as operators.

TOLL ROADS IN OPERATION

MANAGEMENT 1998 1999 2000 2001 2002 March
2003

PT.Jasa Marga 354 354 354 354 383 383

With Private 161 161 161 161 137 137

Partners

Total (km) 515 515 515 515 520 520

[Jakarta — Cikampek

JARINGAN JALAN TOL
PULAU JAWA

P =
JALAN TOL MASA KONSTRUKSI

TINDAK LANJUT KEPPRES 15 :
—— BATCH I
=== BATCH II

Legend:
In Operation (520 km)

Under Construction (340 km)
» Planned New Toll Road (1095 km)




Bridges Development

LOKASI RENCANA PEMEANGUNAN
JEMBATAN SURABAYA-MADURA

SURAMADU - FIRST INTER ISLAND BRIDGE
Connected Java — Madura,
5 km span with cable stayed, finish by 2007

MARTADIPURA

BRIDGE

i<y




Ferry Transport

m Ferry Crossing Routes (Minister Decree) — :172 AGE P{-S/ESEE))P Private- | PRIVATE | TOTAL
m Routes in Operation (Active) 1132 PT-ASDP
m  Routes (Planned) : 28 05 10 0 6 17
m Routes (Inactive) 12 " % 0 5 ”
m Comersial Routes . 20
m  Subsidised : 60 115 10 1 = 2
m  Non Subsidised ;13 16-20 10 1 97 38
21-25 8 1 13 22
. : 26-30 3 0 12 15
Perintis Crossing
>30 7 0 11 18
TOTAL 84 3 99 186

Sumber: Departemen Perhubungan

The organization of Perintis (Pioneer) crossings has the
objective to open isolated regions, develop a more equitable
economic growth and enhance the national resilience and
security.




Railway Development

Perkembangan Pendanaan PSO, IMO, TAC

2000 2001

600.000
410.878

400.000 316.217
239.1 256.701
200.000 A
; 59.184

0
51-200.000 b

-400.000 7

-600.000 -496.201

-607.589
-693.365

-800.000

NET PSO+IMO-TAC

Railway Maintenance

Railway Corporate Revenue versus Railway Sector Expense
1984-2001

| /,an\/

1985|1986 1988 1992|1993|1994|1995 | 1996 |1997|1998|1999 | 2000

—e— Corporate Revenue 98 | 109 143 393 | 471 | 608 | 692 | 716 | 824 |1083 1324|1998
—— Railway Sector Expense 636 | 986 1426|1019 |1293|1671|1896 2299
Corporate Cost 370 | 432 629 | 636 | 711 | 924 |1196|1968

PSO-IMO-TAC Scheme : Lesson Learned

PSO 16%

TAC
23%

12%

Revenue A(irgl(y Cost
70% 0}
Others 2% ) Traffic
Operating 1%

Cost 60%

= Since 1999, under the World Bank’s Railway Efficiency Project, railway
funding by the government was done through PSO (Public Service
Obligation), IMO (Infrastructure Maintenance And Operation), and TAC
(Track Access Charge) Scheme. Net (PSO+IMO-TAC) is the amount of
fund to be given to PT KAI, or theoretically, to be paid to the government
by PT KAI.

= Despite of being a loan covenant, the scheme, however, has never been
fully implemented by the government, i.e. the MOF, for several reasons
such as legal and institutional constraints.

=  In 2002 Fiscal Year, Net PSO-IMO-TAC was calculated to amount Rp.
161 billion, but only Rp. 60 billion was approved by MOF.

= KW of Germany agreed to finance railway maintenance in Jawa for
1,000 km long with loan amount of 33.5 million Euro

= |deally, the maintenance can produce rail speed to 120 km per hour from
previously 80 km/hour, if all of conditions are in the prime condition.




JAKARTA MONORAIL

2 Routes will be built and operate by 2006. Green
Route 15 Km Loop Route connecting “Golden
triangle” .BLUE ROUTE: 13 KM radial route
connecting 2 busiest bussiness centres (East &
West)

INVESTORS FROM INDONESIA, JAPAN AND
SINGAPORE

TOTAL INVESTMENT: US$ 600 MILLION

LEGEND

Rail Station

@ Exisiing Siailo
m  New Statio

Railway

45413 | 60352
92223 | 125635
9,142 | 131,014

104,124 | 132,843
118,103 | 155,298
120,108 | 153,387

143,627 | 177,024

144,085 | 177574

127,592 | 156,590
130,954 | 161,096
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Bekasi Line =

RAILWAY DOUBLE TRACK:
CIKAMPEK - BANDUNG

BUSIEST TRAFFIC:12-18% RAIL
PASSENGER DEMAND
GROWTH/YR

MORE THAN 1 M3 D.




Factors For Modal Choice

Security Convenience

Cost Score: 1 (not important)
to 5 (very important)

Comfort

People are most concerned with Security for selecting mode of transport

Source: SITRAMP Home Visit Survey, 2002




International Seaborne Trade and Exports of Goods, 1955-2001

7.0

— Seaborne Trade (billions of tons of goods loaded)
6.0

= Exports of Goods (trillions of $US)
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Domains Maritime Circulation




Maritime Traffic per Continent and Ocean, 1960-1990 Five Generation Of Containership

First Generation (1956-1970) Length Draft TEU
ﬁ Converted Cargo Vessel 135m S00
<9m
h Converted Tanker 200 m 800
Second Generation (1970-1980)
1,000 -

Cellular Containership || 215m|| 10m || 2,500

|

Third Generation (1980-1988)

|

250 m 3,000
1960 Percentglr?eenct)f the global maritime transport Panamax Class 1112 M
per con
Fourth Generation (1988-2000)
Post Panamay 275 — 4,000 —

305m|| 11-13 m 5,000

[

2 W
: (5%
(3
' \ é N Fifth Generation (2000-?)
¢ -
' Post Panamax PIu
5,000 -
335m|| 13-14 m| 8,000

Percentage of the global =5 ¥
maritime transport per ocean




Driving Forces of Containerization and Multimodal Transport

____________________________________________________________________________________________________________________________

[ Containerization ]
Unitization Cellular ships St%?rﬂ?rglid coné_t?rrr]]?)ti o
Standardization Gantry cranes ngzsuhég\wglm 'zltlrjll} (i:-tr: rtg
[ Management and Mergers Modal integration Logistics
coordination
e I e

[Multimodal Transportation]




Domestic Shipping Condition

‘000 DWT

The current fleet is estimated to be 6,653 thousand DWT for
freight fleet and 450 thousand GT for passenger fleet.

Number of Indonesian shipping company is 3,078 in 2001
which represents an increase of 3.3 times since 1998, due to
the deregulation of shipping companies in 1988. Number of
owned vessels however increased by only 1.3 times during
the same term.

Companies with less than three vessels accounted for 82%
of INSA members, while those with 10 or more ships
accounted for a mere 4%.

DOMESTIC FLEET BY TYPE

2,500 ~
2,000 ~
1,500 A
1,000 -

500 -

| Container |Conventional Bulker Barge Tanker Others(GT)
ODWT 733 2,440 587 77 2,146 450

PRIORITY ISSUES AND IMPEDIMENTS

Priority Numberof | Impediments | Number of
lssues | cases . Cases
Revenueincrease | 46 Regulation & its A4
| implementation  ;
Cost cutting 46 Oldageofships | 43
Marketing 45 lackeffund i 3B
Safety in operation 3 Poor port LR
| operaions 1
Organizational 2 Invisible cost (High 32
strength rate) |
Human resource 26 Lack of skills of 28
development seafarers
Fleet expansion | 2 Shortage of vessel 18
Financial resources 15 Lack of manpower 14
Envionmental | 10 |Lackofinformation| 14
consideration technology |
New technology 4 Others 1
introduction




FORECAST DOMESTIC SHIPPING DEMAND SHIPPING COMPANIES

2002 2014 2024
= 3500
Traffic Demand é 3000
Dry Cargo (MT, million) 70.1 129.7 196.1 S 2500
=10
Liquid Cargo (MT, mullion) 86.7 [13.1 1204 E 2000
j= )
Passenger (pax, million) 12,5 [8.7 18.8 g 1500
1000
Fleet Tonnage S 500 l . l l
For Dry Cargo (DWT, million) 43 11 102 2 0 l l . . . . l l l l l l .

For Liquid Cargo (DWT, mullion) 2.1 29 3.0 o & Q o qu qng o & q%% A & D &
N

. ey D7 QTR TR SRS S8
For Passenger (GT, million) 04 0.5 0.5
Total (DWT/GT. million) 7 1035 137 [ ¢ enrgg\ Shpp !ngIC ompany  DOSpecalzed Shipping Com pany
OT rad itional Shpping G om pany
Fleet Procurement
For Dry Cargo (Rp, trillion) 212 496
For Liquid Cargo (Rp. trillion) [7.0 19.6
For Passenger (Rp, trillion) 10.3 6.1
Total (Rp, trillion) M5 753
(Cabotage Rate (%) 60 * 86 100
Average Ship Age (Years) 22,3 8.1 144

(ton-miles/DWT)

Containerization Rate (%) 23 17 40
Note: I/ Inclusive of passenger ships, Ro-Ro passenger ships and passenger-cum-cargo ships

2/ DGSC figure m 2001

3/ Contamenzable cargo 15 assumed to include all dry cargo except coal and mming products




ISPS CODE:

IMPLEMENTATION OF SECURE AND SAFE SEA TRANSPORTATION

NO.OF SEA ACCIDENT

INDONESIA is seriously implement the
Number of : : :
: international convention IMO for safe and
Accident :
secure sea transportation called ISPS
Code.

Human Error
Ship related

Death

Formally, it should be implemented totally
by 1 of June 2004.

INSPECTIONS AND DETENTION

However from 141 international ports and
hundreds of ships, some of them are
ready to implement ISPS Code. Others to
2000 2001 2002 implement soon.

Indonesia 471123 471148 | 31/144
Malaysia 46/302 36/419 | 35/364
Philippines 22/418 12/423 | 15/373
Singapore 34/693 19/763 | 30/807

No. of Detentions/ Average
Inspections Detention




Implementation Of Master Plan of Domestic Shipping Development

Investment Environments

L

Hypothec and Arrest of Ship

——

7004 2005 [ 006 T 32007 | J00s 2009

Formulation of “MNew Formulation of the 3*

: ) ) Mational Shipping REWNSTRA for Sea

STRAMINDO MASTER PLAN + Policy”™ and “New Communication
RENSTRA for Sea (Implementation including the Action Plan Components) 2010-14"
Communication
2005-09"

ACTION PLAN
(A) Improvement of Shipping Institutionalization of Ship Mortgage / Further institutionalization such as

shipowner/carrier’s responsibility and liability

(B) Strategic ODA Loan Package for
Indonesian Inter-island Shipping
Development

L)

Resumption and
expansion of OOF
relating Vessel and Its
Equipment

Conduct of
Fi&5 on QDA

Loan Package

Request of DDA
Arrangement and
Preparation of
Implementation
Body, e.g.,
SMHC

and Package
Dreal

Disbursement of ODA Loan Package

(1) Renewing and Conversion of Existing
Fleet

(2) Assignment of Most Suitable Vessels on
Regular Inter-island Routes

(3) Maintaining and Expanding Socially
Indispensable Tertiary Shipping

{C) Most Suitable Vessels on Regular
Inter-island Routes

——

Preparation of
Detail Design

Vessel Construction on a Commercial Basis (if
any creditor available)

(D) Introduction of Ship-management
Company

>

Inclusion of
*Ship-management
Company” in the
Revised Shipping Law

Preparation of License, Guidelines
and Superintendent Certificate

«  Provision of Ship-management Service within
SMHC

# Support of Establishing Ship-management
Companies over the Country

E) Advanced Education in Shipping
Industry

™~

Preparatory Works

Opening of Ship-management

Expert Course

Enrichment and Upgrade of Courses as Master
Degres

(F) Maritime Administration Database
Center

L)

Phase 1

*  Networking within DGSC and

Shipping Company

#  Beter Usage of Databaze

Phase 2
«  Network Expansion with Other Agencies

(G) Daily Monitoring Svstem for
Subsidized Operation

r’

System Development
and Installation on
Existing Pioneer Fleet

Gradual System Expansion

Expansion and Renewal of the Monitoring Svstem
to Serve Tertiary Shipping Fleet

SMHC = Ship Management and Holding Company




INTERNATIONAL AIR TRANSPORT MOVEMENT

——Passengers

:

.

2

Billions of tons-km

5

Billions of passengers-km

8
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AirFrance

MAJOR FREIGHT
~ AIRLINES

British Airways
Northw est Airlines
Cathay Pacific
Singapore Airlines
Japan Airlines
Lufthansa

Korean Air Lines
United Parcel Service
Federal Express

0 1,000 2,000 3,000 4,000 9,000




Low Cost Airlines

. C|T|L|N <, by Garuda Indonesia, flights within Indonesia
. LION AIR, by Lion, flights within Indonesia and flights to/from Indonesia
. VALUA R flights between Singapore and Hong Kong, Indonesia, Thailand

. A|R AS A flights within and from Malaysia

Citilink is a brand new service from Garuda Indonesia, that connects some cities y
point-to-point using Boeing B737 Aircraft. Citilink primarily serves some routes 1 [Q ' ;
that have not been served by Garuda Indonesia. The nature of the service N\
provided by Citilink is quite different if compared with regular Garuda Indonesia
Flight, because it's intended to optimized the B737 operations and to perform a
low cost operation system

1,101 \Ng
=)
we make people Fly

Lion AIr is an Indonesia low
cost carrier, that connects some
cities point-to-point to perform a
low cost operation system
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