Enclosure 1

REVIEW OF ACTIVITIES IN 2008
Developments in the Business Environment

The world economy fell into a very severe crisis in the second half of 2008. This has started to
have a heavy impact on international trade and investment towards the end of 2008.

Lower commodity prices did have an impact on projects in the natural resources sector in
Indonesia. Overall though, Indonesia was not affected as severely as other countries in Southeast
Asia, because of the relatively large size of its domestic economy and because of the conservative
financing policy of Indonesian banks. Foreign companies already in Indonesia have generally
experienced good market developments and many have expanded their production capacity.

The Indonesian government made serious efforts in improving the investment climate. A new Tax
Law was issued. Corruption cases have been investigated and prosecuted and the actions have
even extended into Parliament.

The problems in the investment climate are becoming less a matter of corruption and more a
matter of strict interpretation of laws and regulations which are not always very business friendly.
Examples are the Negative List restrictions on foreign investment, various regulations in the area
of taxation, pre-shipment inspections on imported products and tender regulations in infrastructure
and government procurement projects. At the same time, some companies will need to bring their
documentation and administration systems in line with regulations that are aimed at improving
transparency.

Lack of development in infrastructure remains a very serious problem. Progress has been very
slow in the installation of new power generating capacity, the expansion of public ports, the
construction of intercity roads as well as urban public transport systems and drinking water.

In the Customs Offices, progress was made in the services to selected importers through the
Green Lane System. The implementation of the National Single Window however continued to
struggle with implementation problems. Corruption in this very important government institution
continued to be a major problem, especially for non-regular imports.

Again, not much progress was made in the disagreement with the Netherlands government about
the conditions under which 0%-withholding tax on loans can be applied under the bilateral
Taxation Treaty.

On regional level, regencies are showing increased commitment to improve the local investment
climate by streamlining local regulations and procedures.

Compared to 2007, when there was no clear direction in Indonesiab s i nvest mentandc!| i mat
different parts of the government were pursuing different objectives, the policy direction in 2008
was altogether somewhat more positive.

| NA6s Activities and Services
The economic conditionsdidnot have an i mpact yet on | NAGs acti\

I NAG6 s seeviceslware running normally, and continued to meet the demands of our
members. There continued to be good demand for investment approvals, and administrative and
tax reporting services.

INA continued to run the secretariat of the Netherlands Water Platform in Indonesia, a group of
Dutch companies and institutions active in the water sector in Indonesia and offering expertise in
drinking water, waste water treatment, flood control and coastal protection. Co-Operation
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agreements with Senter (Technology Co-Operation) and the Port of Rotterdam, were also
continued.

INA was especially
intensively involved in the
visit of the Netherlands
Minister of Economic Affairs,
H.E. Maria van der Hoeven,
and arranged the business
matchmaking programme,
and a number of seminars
and trade dinners in Jakarta
and Surabaya.

g..(ulland ’ Trade Dinner

on the oceasion of the visit Oqe
% ation .

uuuu

Holland Trade Dinner
on 12 November, Surabaya

._ o~ " w) .“' —- L — 4 e e d—
Holland Trade Dinner and Mou signing between Cardig International and SIM Industries
on 11 November 2008, Jakarta

In 2008, a large number of missions of Dutch Ministers and the Crowne Prince of Belgium visited
Indonesia.

~ Flanders investment & Trade
Belgian Economic Mission to Indonesia
presided by HRH Prince Philippe
‘Flanders, your gateway to Europe’

Pascal Walrave
Director Inward Investment
Flanders Investment & Trade

Tuesday, 25 November 2008

INA Benelux Chamber of Commerce

H.E. Jeannot Krecke, Luxembourg Minister of Economy Mr. Pascal Walrave, Director Inward Investment of Flanders
and Foreign Trade atthe seminaron fiDi scover L u Investmentand Trade at fFlanders your gateway to Europe
on 10 November 2008 Luncheond  85MNovember 2008
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List of Events for INA Members 2008

24-Jan | IBC meeting & disscussion on Employee Income Taxation from HR Perspective

30-Jan |[Eur oChamés Legal & Tax working group meet
Expatriates"

31-Jan |Port of Rot t eThe Hetherl@relsnStarting Poittfiot he Eur opean
Indonesian Netherlands Business Cocktail Gathering

14-Feb | EuroCham EU-ASEAN FTA COMMITTEE Meeting

22-Feb | Indonesian-Netherlands-Belgian Informal Cocktail Gathering

26-Feb | Joint Business Luncheon with the Secretary General of Ministry of Industry, Ir.Agus
Tjahajana Wirakusumah, SE.,M.Sc.

6-Mar | National Center for Sustainability Reporting (NCSR) will hold a Certified Training Program

24-Mar | Seminar on EU - ASEAN Free Trade Agreement Negotiations.

25-Mar | Joint Business Luncheon with Mr. Sofyan Djalil, Indonesian State Minister for State-
Owned Enterprise

27-Mar | The 6th IKANED, Benelux Alumni and INA Golf Tournament 2008

28-Mar | Sustainability Reporting Workshop

4-Apr | National Center for Sustainability Reporting (NCSR) will hold a Certified Training Program

7-Apr | Presentation on PSOM Subsidy Facility

10-Apr | Indonesian-Netherlands-Belgian Informal Cocktail Gathering

17-Apr | J oi nt European Luncheon with Mrs. Kartini
New Company Lawoo

19-Apr | INA Members Meeting Members on * Advertisement, External Communications, Public
Relations, Printing, Marketing, Web Design * Human Resources, Management,
Organization Structuring, Trainings, Security. * Office Furnishing and Equipment,
Engineering, Building design, * Transportation, Logistics, Forwarding, Moving, Storage, *
Community Support Activities, Cultural Activities, * Financial, Legal, Tax

15-May | Annual General Meeting followed by Informal Cocktail Gathering

21-May | Business Luncheon with DR. Rizal Ramli and Mr. Enrique Aldaz-Carroll

5-Jun | Luncheon Briefing on Customs Reforms

6-Jun | Luncheon Meeting on Health Safety and Environmental Standards in the Chemical
Industry

7-Jun | Joint European Futsal Tournament

10-Jun | Netherlands Ambassador and Business Mission to visit Balikpapan 9 - 10 June

11-Jun | Luncheon on Indonesian-Netherlands Tax Treaty - 11 June 2008 Mr. Jan Kees de Jager,
Netherlands State Secretary for Finance

12-Jun | Business Luncheon on IPR Enforcement

12-Jun | Informal Cocktail Gathering followed by Rotterdam Dance Works performance

12-Jun | Visit of Mayor of Rotterdam

13-Jun | Business Luncheon with Mayor of Rotterdam Mr. lvo W. Opstelten on Jakarta Flood
Control

19-Jun | Invitation to the Worldbank "Workshop Logistics : International Experiences and
Indonesian Practices"”
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List of Events for INA Members 2008

21-Aug | Indonesian-Netherlands-Belgian Informal Cocktail Gathering

25-Aug | Joint Business Luncheon with Minister of Energy and Mineral Resources, Dr. Ir. Purnomo
Yusgiantor o, M. A. , Mor BdonesiaSustaingble ®evelopmeRt@andi ¢
How It Affects the I ndustryo

28-Aug | Eurocham Asia IPR Border Control & Enforcement Seminar.

16-Sep | The Luncheon will feature Dr. Salvatore LaSpada, Chief Executive of the Institute for
Philanthropy (London and New York), who will address latest trends and best practices in
corporate social responsibility and discuss the benefits a strong CSR programme can
bring to a company.

17-Sep | FCGI brief Meeting on Recent Development of Directors' and Commisioners' Liabilities in
Indonesia

16-Oct | Business Luncheon will feature Dr. Surin Pitsuwan, New ASEAN Secretary General

21-Oct | Indonesia Investment Forum, the Netherlands

23-Oct | Indonesian-Netherlands-Belgian Informal Cocktail Gathering

23-Oct | A briefing and exchange of views on the new ORIO programme, the successor of ORET

23-Oct | Indonesian-Netherlands-Belgian Informal Cocktail Gathering

28-Oct | Seminar on the Major Changes in the New Indonesian Income Tax Law and the Current
Experiences with Sunset Policy with PB & Co and LF Consulting

31-Oct | INA Open Golf Tournament 2008

10-Nov | Luxembourg Economic Mission to Indonesia led by HE Mr Jeannot Krecké, Minister of
Economy and Foreign Trade

11-Nov | Visit Dutch Minister for Economic Affairs Ms. Maria van der Hoeven - Holland Trade
Dinner - Matchmaking - Workshop - Holland Exhibition

12-Nov | Visit Dutch Minister for Economic Affairs Ms. Maria van der Hoeven - Holland Trade
Dinner - Matchmaking - Surabaya

24-Nov | Se mi nar o and Wagte Management: Belgian Hi-Tech Solutions 0

25-Nov | Flanders, your gateway to Europe Luncheon on the occasion of the Belgian Economic
Mission to Indonesia led by HRH Prince Filip of Belgium

28-Nov | Joint European Breakfast Meeting 28 November 2008 with M. Chatib Basri

16-Dec | Joint EuropeanBusine ss Luncheon on AEIl ecti on -2Semod o
Adviser, Asia Program International Crisis Group, Indonesia followed with discussion
panel with DR. Erna Witoelar - UN Special Ambassador for MDGs for the Asia Pacific
Region, DR. Rizal Mallaranggeng - Director Executive Freedom Institute Jakarta, Anies
Rasyid Baswedan, Phd - President of Paramadina University

As part of the Framework Agreement concluded with the Netherlands Embassy, INA has been
providing advice to regency governments on how to make their regulations and procedures
more investment friendly.

INA is providing advice to the city of Sabang (in Nanggroe Aceh Darussalam) on the governance
and management of the special economic zone in Sabang. Sabang has a strong potential to
become a regional hub for shipping.

Separately a field studied has been conducted to research the feasibility of sustainable fish farms
for several species of fish and shrimps. Various locations have been researched and contacts with
local government institutions and organizations have been established, as well as with potential
investors and funders. Prospects are promising for the establishment of a fish farm and processing
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unit for tilapia, with export to surrounding countries and Europe. This type of pre-feasibility
activities forms an important part of stimulating new investment.

For the City of Balikpapan, an
advice on the management of
the Kariangau Industrial Zone
has been developed. The
advice focused on how to
ensure fast approval procedures
for new investors, and ensuring
an adequate infrastructure. The
City Government has
meanwhile replied that it is
following the recommendations.

Dutch business delegation to Balikpapan June 2008

The advice also identified the sectors that offer particular potential for foreign investors, such as
the rubber, fish and food processing industries.

To the Cities of Makassar and Ambon, | NA presente

regulations.

INA also made a booklet with general recommendations on improving the local investment climate
and has commissioned the development of a soft ware package tailored for the needs of regions in
providing information to investors.

INA finalized the research into the shortcomings of vocationally trained people in relation to the
requirements by companies. Based on this, preparations started for establishing a training centre
for the food processing sector.

In Sustainability, INA continued the introduction of Sustainability Reporting Guidelines in
Indonesia. The Guidelines have been all but completed for Indonesia and are being used by an
increasing number of major Indonesian companies in publishing a sustainability report. More than
60 people were trained to apply the guidelines in their company.

e Q The very successful Horticultural Partnership Support
. ‘ "= Program (HPSP) continued.

Members of Farmer Associatio Pemuda Tani Sukoharjo, Dragon Fruit farming linking to supplier
participated in the field school at their greenhouse. Applied

greenhouse farming was introduced by HPSP
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The HPSP Secretariat at
HPSP Project Locations INA approved to support
partnerships in fruit,
vegetables and herbs in 18
kabupatens (Aceh Besar,
Batanghari, Muaro Jambi,
Lampung Timur, Lampung
Tengah, Bogor, Sukabumi,
Bandung, Garut, Cirebon,
Indramayu, Majalengka,
Pekalongan, Purbalingga,
Sukoharjo, Magelang,
Sleman, Bantul dan Barito
Kuala. The program has
benefited more than 3000
farmes.

In co-operation with the Dutch Employers Co-Operation Programme (DECP), capacity building
support to empl oyer s 6dwasfingizdto lzelp becoma Apigoia mare
effective advocate of a better investment climate in the regions.

Each part of the Framework Agreement has a direct or indirect importance for the INA members,
either because it contributes to a better investment climate, or because members are directly able
to contribute and generate new business transactions.

The number of INA staff member is now 18. Management takes the opportunity to thank them all
for their dedication in 2008.
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