Indonesia Energy Transition Statement of Capabilities

Shaping the future of
energy with foresight
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Leader’s
message

The imperative to transition towards sustainable
energy sources has never been more urgent. At

PwC, as we navigate this transformative journey, we
recognise the profound impact of this transition on
businesses and societies worldwide. Our commitment
extends beyond mere consultancy; it embodies

a steadfast dedication to pioneering sustainable
solutions that redefine industry standards and foster
environmental stewardship.

Through rigorous analysis, innovative strategies, and
unparalleled expertise, we empower organisations

to not only adapt but thrive in a rapidly evolving
energy landscape. Our holistic approach integrates
cutting-edge technology with deep industry insights,
ensuring our clients achieve sustainable growth while
minimising their ecological footprint.

Together, we can forge a path towards energy
resilience, environmental responsibility, and economic
prosperity for generations to come.

We look forward to working with you!

PwC




Energy is a crucial input to all economic activity, and a secure and affordable energy
supply has been a key enabling factor for global economic growth that has lifted millions
out of poverty. However, with continued and overwhelming reliance on fossil fuel
sources for primary energy supply, the production, supply and consumption of energy

is responsible for approximately three quarters of global greenhouse gas emissions that
drives global warming and climate change. The scientific evidence indicates that climate
and weather extremes and their adverse impacts on people and nature will continue to
increase with every additional increment of rising temperatures.

Transitioning energy production, supply and consumption away from fossil fuels and
towards sustainable energy sources, without derailing economic growth and progressing
steadily on the unfinished development agenda in developing countries is the greatest
challenge of our times.

Achieving this will be an extremely complex endeavour due to the increasingly narrow
window of opportunity, and expected disruption to well established governance
frameworks, political economy considerations, technology, financial and product
markets, supply chains and business models. Such a monumental change in status quo
will impact all stakeholders, and present opportunities and threats.
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Balancing the world energy trilemma

The energy trilemma is a constant challenge involving the balance of energy security,
accessibility & affordability, and sustainability. In our Energy Transition strategies and
implementation, we strive to ensure an optimal balance of all three components.

Reflects a nation’s capacity to
meet current and future energy

demand reliably, withstand

Energy
Security

and bounce back swiftly from 0

system shocks with minimal
disruption to supplies.
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PwC

Assesses a country’s ability
to provide universal access to
affordable, fairly priced and
abundant energy for domestic
and commercial use.

Environmental Energy
Sustainability Equity

Represents the transitions of a
country’s energy system towards
mitigating and avoiding potential
environmental harm and climate
change impacts.



Energy Transition
in Indonesia

Indonesia has succeeded in meeting its growing
energy demand, largely driven by exponential
economic growth. However, this achievement

is coupled with a largely unsustainable energy
supply mix that relies on coal, oil, and other
fossil fuels, worsening the global carbon
footprint. In Indonesia, 87% of electricity
generation comes from fossil fuel resources,
highlighting the urgent need for a transition to
low-carbon energy sources. There is an urgent
need to shift the emphasis from the exploitation
of national resources for economic growth to a
more sustainable energy strategy.

Primary Energy Supply Mix

Traditional
Bio; 5%

Natural Coal; 38%
Gas; 16%

Oil; 29%

Source: https://www.esdm.go.id/assets/media/content/
content-handbook-of-energy-and-economic-statistics-of-
indonesia-2023.pdf, May 2024
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Sectoral fossil fuel dependence (2023)

\ndustry

M Fossil fuel Renewable

Source: https://www.esdm.go.id/assets/media/content/content-handbook-of-energy-
and-economic-statistics-of-indonesia-2023.pdf, May 2024

The industrial and transport sectors together account for approximately 70%
of final energy consumption from fossil fuels, indicating the required sectoral
focus for a successful energy transition. Consequently, firms operating in
these two sectors, along with the energy production and supply sector, have
a significant role to play in achieving a successful energy transition.

Due to low electrification of the economy and overwhelming reliance on fossil
fuels for electricity generation, fossil fuel dependence in the final consumption
basket remains very high as well. Therefore, we believe that Indonesia
requires focused, programmatic action on the supply and demand side.




PwC
perspectives

There are four major levers for decarbonising

the economy. These levers must be applied
simultaneously but to varying degrees, tailored to
the specific realities of each country, economy,
sector, and competitive position. This approach
aims to accelerate the energy transition without
compromising energy security and affordability.

Planning, executing, monitoring, and course-
correcting the transition will require a
comprehensive, whole-of-economy perspective.

We believe in the crucial role of the public sector
in setting the stage and addressing market
failures, and the ability of the private sector

to innovate, protect, create, and sustain value
within the frameworks established by the public
sector.

Higher efficiency,
convenience,
safety and reduced
emissions at point
of consumption

b

Moderate
demand growth

Energy
efficiency

Alternative solutions
for resource
diversification and
emission reduction

Decarbonisation of
electricity

\2

Reduces
emissions

Reduces
emissions
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What makes us
different

i

=)

T

Strategy & transformation

We combine deep insight with
human-led technology to build
coherent strategic models that map
risk variances and market shifts,
revealing environmental and social
impact potential and corresponding
commercial opportunity.

Energy Transition & ESG strategic

narrative

+ Developing narrative around your
ambition to move from current to future
state, identifying the shifts across your
energy value chain

+ Assisting with storytelling and change
management for sharing your vision with
internal and external stakeholders

Energy Transition & ESG Roadmap

+ Building a detailed roadmap with actions
across multiple horizons to connect near
and longer-term transition activities

+ Developing plans across workstreams*
including climate change action, new
operating models and infrastructure,
economic development and workforce
change, resource extraction and recovery

*Note that any of the supporting work streams
can also be developed as standalone strategic
roadmaps



Financing and Deals

Delivering sustained financial outcomes built

on a deep understanding of market needs

and expectations, we design, test and deploy
investment solutions that align economic growth
potential with environmental and social value.

Renewable energy project

development support

Supporting commercial feasibility, financing
and execution of renewable energy projects
including legal and tax advice

Creating value from ESG in deals
Identifying and activating the ESG levers that
make companies more attractive to investors

Clean energy financing

Identifying and securing clean energy finance
including understanding expectations of
financial institutions and investors

1. Green financing

Five key investments are required to

accelerate the energy transition in

Indonesia:

+ the development of transmission and
distribution networks

+ the early retirement and phase-down
of coal-fired power plants in line with
government plans

+ dispatchable renewable energy
acceleration

+ variable renewable energy acceleration

+ the development of renewable energy
supply chains.

2. Blended finance

* Involving the systematic and strategic

use of development finance and
philanthropic funds to mobilise and
engage private capital at scale through
concessional financing and risk
coverage.
Aiming to deliver measurable social,
environmental and economic impact.
Delivering market-based, risk-adjusted
returns for private investors that meet
business goals. This is often achieved
through the allocation of some risks in
part or full to the development finance
tranches on non-commercial terms.

Involving the allocation of certain risks

to public or private parties depending

on who is best placed to manage and
mitigate them.

+ Complementing or supplementing the
existing potential financing sources and
correcting market failures, rather than
seeking to compete with the private
sector.
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Regulatory and tax

Highlighting and providing legal solutions, tax
optimisation and risk perspectives to address
the complexities of energy transition.

Regulatory and legal support

Our deep and wide-ranging knowledge of
the sophisticated legal frameworks across
industries, and our capability and experience
in providing advice to multinational and local
investors, are among our key strengths when
highlighting and providing legal solutions

to address the complexities of energy
transition. Energy companies are competing
to become part of Indonesia’s energy
transition initiatives and to combat climate
change. Diversification of energy, energy
efficiency and energy security are a few of
the main topics around energy transition,
and activities executing those initiatives

may have legal issues or consequences
(both regulatory and contractual). Legal
compliance and governance play roles of the
utmost importance in realising the nationwide
objectives of a just energy transition.

10 PwC

Analysis on legal and regulatory frameworks
governing energy transition, encompassing
mandatory and voluntary reporting
obligations, decarbonisation strategies,
renewable energy incentives, potential

legal actions pertaining to environmental
compliance within the Indonesian jurisdiction,
and comprehensive legal challenges that may
potentially hamper energy transition.

Tailored legal solutions to navigate complex
regulatory landscapes, which includes
guidance on regulatory compliance, risk
management, and enhancing competitiveness
within evolving legal frameworks.

Specialised expertise across various
domains, including the transition to renewable
energy sources. This includes reviewing
contractual arrangements that are already in
place and identifying potential legal issues
and/or challenges that may arise from energy
transition initiatives (such as early termination,
rights of ownership, concessions, etc.).
Reviewing the sustainable investment
structures and financing options, such as
green bonds and carbon credits trading,

and sustainability-linked loans from a legal
perspective. This enables businesses to

align their financial endeavours with their
sustainability objectives, while ensuring
compliance with relevant legal requirements.
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Reporting and governance

Leveraging firm-wide capability in audit,
advisory and governance, we build robust
risk reporting and governance frameworks
that isolate potential threats and elevate
opportunity.

ESG strategic review and advisory

support

+ Assessment of materially significant
risks and opportunities related to energy
transition and broader sustainability
scopes

+ Advisory support on reporting and
governance frameworks as to what
is fit-for-purpose and aligns with the
organisation’s strategy

ESG training

+ Training support for Boards and
Executive teams on the growing
expectations around ESG reporting and
action plans
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Centre of Excellence

Global ambition to reduce emissions aggressively
calls for fast-paced energy transition which will need
to be based on faster deployment of green energy,
rapid electrification, investments in new technologies
& critical minerals and most importantly international
co-operation.

And here is where PwC’s Community of Solvers
are playing a pivotal role to make Energy Transition
a reality by taking a human-led and tech-powered
approach on Energy Transition that will see us
collaborate, innovate and share knowledge to pave
the way for a sustainable future.

PwC’s Global Energy Transition Centre of Excellence
brings together our collective expertise in Energy
Transition to assist our clients in generating value

in conjunction with our local PwC teams across the
globe.

Global Energy Transition

Focus areas:

g Decarbonisation
@ Decentralisation

@ Digitalisation

Technologies:
)
-,’; Renewable energy
Energy efficiency

Electrification products

"'l Greener fuels/molecules

CCU/s
Nuclear technology

Advanced methods

Energy-related Al/IOT
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We lead the market in sharing our knowledge
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Where do your largest customers need help with
the energy transition?

5 o Survey reveals energy and utilities could be
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https://strategybusiness.pwc.com/energy-demand-power-changers/p/1?WT.mc_id=GMO-BRN-ESG-FY24-PRCH-SBDI12-T9-CI-XLOS-SBART-GMOSBDI0001-EN-IGSC-T1
https://www.pwc.com/gx/en/issues/esg/the-energy-transition/energy-demand-opportunity.html
https://www.pwc.com/gx/en/issues/esg/the-energy-transition/bridging-gaps-to-reach-energy-transition-goals.html

https://www.pwc.co.uk/services/sustainability-climate-change/insights/net-zero-economy-index.html#:~:text=The%20Net%20Zero%20Economy%20Index%20tracks%20the%20decarbonisation%20of%20energy,of%20oil%2C%20gas%20and%20coal.

https://www.pwc.com/us/en/industries/energy-utilities-resources/library/large-energy-user-survey/customers-need-help-with-energy-transition.html
https://www.wbcsd.org/resources/achieving-a-just-transition-in-the-energy-system/

https://www.pwc.com/gx/en/issues/esg/esg-asia-pacific/esg-asia-pac-podcast-series/towards-a-just-energy-transition.html
https://www.pwc.com/gx/en/issues/esg/the-energy-transition/accelerating-the-energy-transition-at-a-time-of-crisis.html
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PwC Indonesia contacts

Sacha Winzenried Julian Smith Yuliana Sudjonno Antonius Sanyojaya
sacha.winzenried@pwc.com  smith.julian@pwc.com yuliana.sudjonno@pwc.com  antonius.sanyojaya@pwc.com

Christian Sinaga Puji Atma Roman Nedielka
christian.sinaga@pwc.com puji.atma@pwc.com roman.nedielka@pwc.com

PwC Indonesia

Jakarta Surabaya

WTC 3 Pakuwon Tower

JI. Jend. Sudirman Kav. 29-31 Tunjungan Plaza 6, 50" Floor, Unit 02-06
Jakarta 12920 - Indonesia JI. Embong Malang No. 21-31

Telp: +62 21 5099 2901 / 3119 2901 Surabaya 60261 - Indonesia

Fax: +62 21 5290 5555 / 5290 5050 Telp: +62 31 9924 5759

www.pwc.com/id @ @ 0 PwC Indonesia
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PwC Indonesia is comprised of KAP Rintis, Jumadi, Rianto & Rekan, PT PricewaterhouseCoopers Indonesia Advisory, PT Prima Wahana Caraka,
PT PricewaterhouseCoopers Consulting Indonesia, and PwC Legal Indonesia, each of which is a separate legal entity and all of which together
constitute the Indonesian member firms of the PwC global network, which is collectively referred to as PwC Indonesia.

© 2024 PwC. All rights reserved. PwC refers to the PwC network and/or one or more of its member firms, each of which is a separate legal entity.
Please see http://www.pwc.com/structure for further details.




