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Description   

In early 2015, Indo Wind Power Holdings Pte Ltd (IWPH) asked the Asian Development Bank (ADB) for assistance to 
prepare a wind project that would be developed as an independent power producer (IPP). The West Timor Wind Farm 
was a proposed 20MW project located in the East Nusa Tenggara province, one of the least developed provinces in 
Eastern Indonesia. IWPH was a fully owned subsidiary of Asia Green Capital Pte Ltd (AGC), a Singapore-based 
financial advisory firm focused on renewable energy and agribusiness. At the time of approval, IWPH had four wind 
projects under development across Indonesia with a combined capacity of over 200 MW. In West Timor, IWPH was 
partnering with PT. Bayu Alam Sejahtera (BAS). BAS is an Indonesian developer of renewable energy projects based 
in Surabaya. The small scale project preparatory technical assistance (S-PPTA or TA) was intended to support three 
studies: (i) a grid integration study; (ii) a transport study, and (iii) a socio-economic assessment for the site.  

Expected Impact, Outcome, and Outputs 

The expected impact of the S-PPTA was to increase power supply from renewable energy sources in the East Nusa 
Tenggara province in Eastern Indonesia. The outcome was to achieve an investment in a utility-scale wind power 
generating facility of up to 20MW to be installed and operating by the end of 2018. To achieve impact and outcome, 
the TA targeted the preparation of three outputs: prepare (i) a grid integration study; (ii) a transport study; and (iii) a 
socio-economic baseline assessment, all specific to the proposed project site and to be completed by July 2015. The 
grid study aimed at investigating the robustness of the grid structure and identify any need for grid upgrade to withstand 
and absorb the instability of electrical output. The transport study was intended to identify potential limitations on the 
turbine dimensions, and on the potential system capacity that were imposed by roads and topography at the site. The 
objective of the socio-economic assessment was to identify the community livelihood and economic activities to design 
community development programs at the project development stage. 

Delivery of Inputs and Conduct of Activities  

The TA was implemented from April 2015 to March 2017 (24 months). The TA funded a grid integration study and 
preparatory work for an environmental and social impact assessment. Following the client’s preference, ADB funded 
the grid integration study first. The rationale was to prioritize this output as the recommendations would have the 
largest direct impact on the project’s design and cost. Upon completion of the grid study, the TA was to fund the study 
for an economic and social impact assessment using the remaining budget. Only if any savings were to materialize, 
the TA was to proceed to the transport study. Upon completion of the grid integration study however, the client advised 
ADB that the transport study had already been self-funded and requested ADB to use the remaining resources to fund 
a complete environmental and social impact assessment rather than a simpler socio-economic baseline assessment 
as requested in the TA approval stage. In June 2016, ADB approved a minor change in scope to deploy all the 
remaining funds for the enhanced output and changed the procurement modality from individual consultant to a firm.   

The TA’s original implementation period was only four months and extensions were granted three times: from 31 
August 2015 to 31 December 2015, then to 31 December 2016, and finally to 30 June 2017. The extensions were 
required for several reasons. Firstly, at the time of approval, it was envisioned that three experts would be hired in 
parallel as individual consultants to produce one output each. The client requested a change to this approach after the 
approval so that the small team could better supervise each study. Secondly, the Government of Indonesia took nearly 
three months to evaluate the TA and grant the no-objection required for ADB to proceed with implementation. As a 
result, the first individual consultant was fielded only at the end of July 2015. A combination of the client’s limited 
resources and slow response of the local office of Perusahaan Listrik Negara (PLN), Indonesia’s national utility and 
intended offtaker of the project, delayed the completion of the study by six months. The grid integration study was 
completed in May 2016. The delay did not cause any additional cost to the TA. The consultant’s performance were 
deemed satisfactory 

The environmental and social impact assessment also took longer than expected and the output was not achieved. 
After changing the procurement modality from individual consultant to a firm, ADB proceeded with the procurement of 
the services. The procurement process was delayed by the slow response of the client that kept postponing the 



 
 

finalization of the extended scope of work. ADB retained Greencap Indonesia (now EnviroSolutions and Consulting or 
ESC) in October 2016. The consultants were not adequately supervised by the client, who was also unable to provide 
the consultant with information that was essential for the progression of the study. ADB’s attempt to contact the client 
starting from the end of November 2016 have remained unanswered. In early November 2016, the consultant delivered 
a draft legal and regulatory framework and a draft social baseline survey report, both poorly prepared. A draft 
resettlement plan, stakeholders’ engagement plan, and a biodiversity baseline study were also delivered later in 
February 2017. All the reports did not meet ADB’s requirements nor standards. Given the unresponsiveness of the 
client, ADB evaluated the consultants’ performance satisfactory but asked the consultant to interrupt the work. ADB 
paid the consultant for the deliverables submitted until March 2017 and cancelled the remainder of the contract 
accruing savings of approximately 50% of the contract amount.  

Evaluation of Outputs and Achievement of Outcome  

The TA produced two outputs: (i) a grid integration study, and (ii) some environmental and socio-economic baseline 
assessments that could have informed the environmental and social impact assessment.  

The grid integration study was well received by the client and helped the early project development by highlighting the 
grid’s shortcomings to be addressed in the project design. The study recommended the addition of two small diesel 
generators at two different locations to stabilize the existing grid and minimize any power flow issues prior to the 
integration of the proposed wind system. ADB understands that the new project sponsor is employing the same 
consultant to update and expand the original grid integration study. The preliminary result of this follow on work indicate 
that the grid may benefit from the use of battery storage for load smoothing.  

The second output only partly met the expectations set out in the scope of work. The project was impacted by the 
client’s inexperience and ultimately its default. By the second half of 2016, the competition in the nascent wind sector 
in Indonesia had become heated. While one of the first movers, IWPH had been unable to progress in the negotiation 
with PLN. New regulations approved between the end of 2016 and early 2017 had made the IPP procurement process 
more challenging while putting considerable pressure on tariffs. Newly approved regulation aims at lowering the price 
of renewable energy imposing a cap equal to 85% of the local benchmark power cost (or BPP in Bahasa) as a 
maximum amount payable by PLN to IPPs. While in West Timor power supply is mainly generated by diesel gen-sets 
resulting in a cost that can be as high as $0.30 per kWh (the BPP for the East Nusa Tenggara province is about $0.17 
per kWh, the highest in Indonesia), IWPH’s project pipeline as a whole was highly impacted by this new regulation. 
The client was not able to find sufficient financial backing to withstand increasing competition and diminishing expected 
returns on investment. 

While the original TA outcome could not be achieved, ADB’s early involvement in the wind sector has placed ADB in 
an advantageous position to reach out and collaborate with stronger wind power developers. ADB has recently singed 
a loan to support the development of a 72MW wind power in Jeneponto, South Sulawesi (project 51209: Eastern 
Indonesia Renewable Energy Project - Phase 1), the first non-sovereign MDB support to a renewable energy project 
in Indonesia.  

Overall Assessment and Rating  

The TA is rated partly successful. While the outputs were only partially completed under the TA, ADB engagement in 
the wind sector was achieved. The TA has provided a platform for engaging with the nascent wind sector at an early 
stage and has placed ADB in a favorable position to support its upcoming investments. Even if not in the form that was 
originally planned under this TA, ADB’s private sector operations are successfully contributing to expanding access to 
clean energy in Indonesia. 

Major Lessons 

Early engagement with a nascent sector may take a long time to realize but does ultimately place ADB in a position to 
better serve clients. The early private sector engagement was possible thanks to a close collaboration of PSOD and 
SERD staff in IRM. The TA build on SERD’s upstream work in the renewable energy sector.  

Recommendations and Follow-Up Actions 

AGC was ultimately liquidated and the assets have been sold to a new project developer (APDP), owned by Macquarie 
of Australia, an experienced infrastructure bank, and Steag of Germany, a strong power developer. Some members 
of AGC staff were absorbed in the new entity. The ADB team was contacted by the client’s staff member who worked 
on the TA and is now well placed to become a financier of the project should the West Timor wind IPP move to the 
development phase. The final recommendation is for ADB to maintain engagement with the new owners of the project.  

TA = technical assistance. 

Prepared by:  Martina Tonizzo, Investment Specialist, PSIF2 


