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Investment Proposal: Our fund add:ess\es the plasﬂw‘ste 1ssue and. seawééd supply cﬁalienges in the Indonesia. Our proposal seeks to '1’1'e1p the seaweed

industry meet the growing d'émand for seaweed thle enabhng“busmesses traﬁ’?‘ um this bio- aegraifable, ecologically friendly, and job- creatmg material.

Challenge

According to the Borgen Project, Indonesia contributes around 11.2% of all the
plastic waste in the ocean each year making it the world’s second largest plastic
polluter after China. Most recently, Indonesia reportedly produced around 9.52
million tons in 2019 marking a nearly doubling of the plastic waste it produced
in 2010 when it was estimated at 5.05 million according to Indostats.

Being the largest archipelagic country, the majority of Indonesia’s population
(80%) relies its coasts for food fish. Indonesia produces 24,500 tons of plastic
waste daily, with the majority ending up polluting its rivers and coasts.
Therefore, plastic pollution poses a significant human health risk towards the
273.5 million Indonesians (as of 2020), of which 56.7% live in an urban area.

Aiming to mitigate against this ecological and health hazard, seaweed-based
bioplastics have been touted as one of the most viable alternatives as they share
many of the valuable properties of plastic but are also bio-degradable (naturally
decomposed) and low resource intensive.

Requires Freshwater

Alternatives Human Toxicity

Plastic Bags x

Carbon Sequestration

Seaweed based Bio-plastic

Howevert, costs associated with the underdevelopment of the domestic seaweed
industry paired with high export demand have made the material unaffordable
for the local economy. With the exception of South Sulawesi, whose production
eclipses the aggregate of remaining production regions, the lack of unified
farming practices, harvesting protocol, post-harvest processing control render
supply vulnerable to volatile pricing, climatic shocks, inconsistent quality. In
addition, downstream final products and operations also require affordable

financing as businesses seek to transition into using seaweed-based bioplastics.

Investment Overview

Fund Type Multi-Asset Income Fund
Fund size $4.6 million
Allocation 85% Fixed Income, 15% Private Equity

Target Geography Indonesia — (Banten and Jakarta West regions)

Investment Period 7 years

2 Sales from red seaweed,
Revenue Streams . i
Loan yields and purchase agreements

Target Return 11% IRR (22% Average Annual Yield)
[ g =2 B3
Tasger Impact (%) Py
Fees Management Fees, Origination Fees, Seed Funding

Tasget Investor Profile  Development Funds, Family Foundations

ILO International Programme Oftice (UN),

UN Environmental Programme (UN)

Indonesia Seaweed Industry Association (ASTRULI),
Ministry of Trade (Indonesia Government)

Partners

Innovative Solution
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Agar Seaweed Farming
Creating a stable and cost-efficient seaweed supply

Professional

Processing Plant
Inereasing processing output

Consumer Macket Companies
Replacing plastic products with seaweed based plastics

Match purchase
management and
economies of scale

agreements to fund
financing need

Modernize Seaweed Farming Improving Processing Plant Capabilities Expanding Adoption of seaweed plastics

Modemize corrent farms to follow “Sulawesi
model” which are much mote productive and
sustainable than ofher farms

Partner with the processing association to gauge
financing gaps in existing plants

Enable scaling or transitioning of compa
planning to use sexweed in their products
operations though puschase sgreement linked loans
that offer competitive discounted ates

using o1

Utilize estimated production levels from Seaweed

Farming phase to increase agar plant capabilities

accodingly (eurzently only 10 agar plants) and finance

enreent pla

java) percentage incentive otigination foes depending on
business and loan size

+ Create a decentialized management team with
ASTRULI pastner oversee coordimation, logistics
and production objectives of fums

* Delegate underwriting to local banks for market

(estimates in Gnancial model fom west access and promote products through fat and

Request support from international programmes to
Tielp eover issue areas in environmental and libor
issnes

Risk sharing of 20% of loans thiough underviting
bank and government match

Proposed investments seck to improve the reliability and stability in seaweed
supply market through collection operations in an LLLC and help the finance
transition or scaling of businesses through an innovative purchase agreement
linked loan instrument called “Seal.ess Plastic” (SLP) Loans.

LLC would be a joint partnership with ASTRULLI, a seaweed industry
association, and local government, who already pledged investments in seaweed
farming operations and collect, dry, store and sell seaweed. Operations would
be strategically executed so as to coordinate annual harvests and help farmers
learn the “Sulewasi farming model” compensating those who follow advice
with stable and annual seaweed purchase agreements pledged by “Blue Loans”
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The SPL Loans would be underwritten by local banks who would earn an
origination fee that is flat for small loans and a percentage for medium to large
loans. They would be liable for 10% of loan and matched with a 10%
government guarantee offering a 20% insurance on any defaults ensuring
rigorous due diligence in underwriting process. The loans would be priced at an
annual basis with interest linked to purchase agreements that are automatically
renewed at the end of each month. Companies would receive their starting rate
based on the date they commitment to agree to buy seaweed. For companies
looking to transition to seaweed, they would be eligible for the Blue rate
contingent on purchasing within 2 months which would decrease to True Blue
rate once fulfilled. Any failure to renew purchase agreement would increase rate
to Out of Blue until it is renewed or loan is repaid.

To the right, there is an illustration of a transitioning business who wants to
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Addressable Market

With the current annual growth rate of 1.07%, Indonesia is expected to have
305.7 million citizens in 2035 and an urban population of 66.6%. The
population has a high annual consumption of 700 plastic bags per capita which
government is attempting to curb with taxes, bans and civic campaigns creating
a demand for a seaweed-based bioplastic. For example, in the 2017 World
Ocean Summit Declaration, the government committed to spend $1 billion
annually on the reduction of plastic waste in order to achieve its goal to reduce
plastic waste in its water by 70% within 8 years. Additionally, taxes of Rp 200
on plastic bags or Rp 30,000 on plastic per kilogram were finalized since the
end of 2019. In tandem, there is a concurrent policy focus on alleviating
pressures on Indonesia’s coastal sustainability with seaweed farming being
promoted by the government as an alternative environmentally friendly
livelihood overfishing. Coupling Indonesians’ high demand for plastic and the
government’s efforts to reduce plastic pollution and promote the seaweed
farming sector, Indonesia is an ideal market for biodegradable plastic

substitutes.

Scalability

The first SealLess Plastic fund focuses near one out of

10 processing plants as a starting point. Thus, this

) strategy could be scaled across Indonesia neat other
Malaysia . ) :
processing plants. Outside of Indonesia, the fund can
) target nearby nations such as Malaysia which shares
Indonesia o . X . .
many similarities with the Indonesia. Later iterations
of the fund can target China, who is already one of the
world’s largest producers of seaweed and is trying to curb its plastic waste levels
which amount to 59.08 million tons annually, 74% of which are inadequately
managed. In all, the SealLess Plastic fund would be easily scalable within
Indonesia and nearby countries and ultimately China who shares a similar high

plastic demands as well as the geographical and climatic similarities.

Investor Appeal

Size of the investment, target impact, and income fund allocation would make
this opportunity particularly appealing for development funds and family
foundations whose have a low risk appetite. In particular, foundations and

family offices whose impact non-financial goals are addressed by the Fund.

IRR 11% % @ g/ 6 SGDs

Impact Metrics

Project Impact Potential

Seaweed based Plastics
outcompetes every alternative Seaweed farming empowers womeu by supporting female workers who
wmight otherwise not find employment in the heavily male labor force.

on the market. As a form of

extractive aquaculture,

Improves lhe economie securily of an estinated 60 farmers witl the
pontential to ereate jobs as production improves.

kg dry weight Gracilaria produces enough biodegradable alternatives to
replace 5000-7000 single use plastic bags. This project has potential to

replace 5 billion plastic bags annually.

by
S
& 60 1-ha farms sequester enough carbon to offset 116 Indanesians’ total
carbon emissions annually,
e

seaweed-based bioplastics not

only rid the market of single

use plastics but also provide
Indonesia a solution towards

reducing carbon emissions

Seaweed farming, protects coastal ecosystems and natural fish stocks by

% providing an elternative livelihood to destructive fishing practices.

and coastal eutrophication

while providing higher food

As an extracuve form of aquaculture, seaweed farming recycles nurients
and reduces pollution in coasts and rivers. Improving water quality and
sanitation.

and economic secutity.
Completely reliant on saline or brackish water, seaweed-based bioplastics do
not require scarce freshwater resources. Gracilaria’s flexibility towards pond and
open-water cultivation releases huge potential areas for cultivation without
infringing on limited cropland. In addition, co-cultivation with shrimp or

freshwater fish in ponds could mitigate eutrophication while maximizing space.

Financial Model

Collection and Sealess Plastic Loans 7-Year Net Revenue
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Collection mSealess Loans
Year Collection  SeaLess Loans Annual Total Target Loan Distribution by Business Size
0 $ (700,000.00) $ (3,900,000.00) $ (4,600,000.00)
1 S 91,400.00 § 57426410 $ 665,664.10 -
2 S 106,000.00 §  746,54333 $ 852,543.33 150000
3 S 13520000 §  803,969.74 $ 939,169.74 ' 100
4 S 15466667 § 91882256 $ 1,073,489.23
5 S 154,666.67 § 1,033,67538 $ 1,188,342.05 o
6 S 154,666.67 § 1,091,101.79 § 1,245,768.46
7 S 154,666.67 § 1,125557.63 $ 1,280,224.30 a0
Time Hotizon Total $ 951266.67 § 6,293,934.53
IRR 1% large ¢ Mediom © Smal

Collection estimates are based on low to high estimated production levels
from 60 farms derived from similar projects and at a selling price of .60 cents
per kg. (Net Margin of .20 cents)

Yield estimates are based on 136 loans fully amortized annual loans at the
“Blue Rate” distributed based on business size with the largest concentration

(74%) on small businesses. No reinvestment is considered.

Risk Management

The fund would be insured
through a government and
underwriting bank guarantee for
20% of principal increasing risk
adjusted returmn

Distressed loan officer would be
housed in LLC and serve 10
restructure distressed loans and
collect guarantees

Annual structure of loans allows
for servicing of businesses who
might lack depth in their credit
history allowing a lasger
deployment of loans

Partnership with industy
association ASTRULI allows fund
to tap into established networks of
farmers and processing plant
increasing credibility and buy-in in
the industry

. Delegating uaderwriting to local

banks ensures market penetration
and deployment of funds as local
banks tap into already existing or
indentified relations

Wl cotection in sronnd 60 farms

spreads the sisk of not meeting
production objectives and storage
allows reserves to make up any
below average production

Pastaership with international
organization and government

ENSIIES (rmlslmrenc_r n pIO](‘C‘
through multichannel reporting

. Working with local banks and

businesses helps government
become interested and want to
help in project in terms of
compliance and risk sharing

- Only accredited banks would be

allowed to sell Sealess Plastic
Loans ensuring best practices are
done in underwriting process
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