
Risk of Property Business 

 
1. Risk of Property Business Competition 

 

The property industry in Indonesia is very 

competitive. As a property developer in Indonesia, 

the Company generally faces competition from 

various aspects, namely as follows: 

• Competition from other landowners when trying to 

acquire land for their own development; 

• Competition from other property developers when 

the Company strives to win project projects for third 

party development, either in a joint venture or vice 

versa; and 

• With regard to customers, the Company faces 

competition from other property developers and 

property owners around the Company’s 

development sites. 

• These competitors, who may come from domestic 

or international developers or landowners, may 

have greater financial resources, larger production 

scales, more reliable technology, better brand 

recognition, better relationships with suppliers, 

owners and regulators, and more established sales 

and distribution networks. In order for the 

Company to be able to manage its business, 

maintain market share and remain competitive, the 

Company may have to pay higher prices, wait longer 

to obtain approval from regulators, offer greater 

incentives for third party employees and 

contractors, and increase capital expenditure, each  

- one can affect the Company’s profit margin and 

operational performance. Furthermore,because 

the economy continues to grow in Indonesia and 

with the development of certain macroeconomic 

factors, consumers are expected to gather greater 

and more selective purchasing power in choosing 

the properties they will buy. There is no guarantee 

that in the future the Company will be able to 

compete effectively with existing competitors or 

other potential competitors, nor is there any 

guarantee that increasing competition will not have 

a negative impact on the Company’s operational 

performance, income and business prospects.There 

is no guarantee that in the future the Company will 

be able to compete effectively with existing 

competitors or other potential competitors, nor is 

there any guarantee that increasing competition 

will not have a negative impact on the Company’s 

operational performance, income and business 

prospects.There is no guarantee that in the future 

the Company will be able to compete effectively 

with existing competitors or other potential 

competitors, nor is there any guarantee that 

increasing competition will not have a negative 

impact on the Company’s operational performance, 

income and business prospects. 

 

2. Financial Risk 

 

The Company’s property development projects are 

funded, in whole or in part, through third party 

funding, which contains various risks. In particular, 

during the construction of the Company’s projects, 

there is a risk that the funds needed to complete 

these projects will be available on time or not at 

all.  Even though the Company has never 

experienced difficulties in obtaining funding from 

banks to fund all completed projects or projects 

that are currently being developed, there is no 

guarantee that this will continue in the future. The 

inability of the Company to obtain funding in a 

timely manner and to be commercially profitable 

for the Company can cause it to be hampered even 

to the cessation of the project. The inhibition or 

cessation of projects being carried out by the 

Company will have a negative impact on the 

operational performance, revenue and business 

prospects of the Company. 

 

3. Risk of fluctuating conditions in the property 

industry in Indonesia and other factors that are 

beyond the Company’s control 

 

A number of factors beyond the Company’s control, 

including the performance of the Indonesian 

property market in general, the unemployment 

rate, availability of funds, interest rates, consumer 

confidence index and demand for property 

products, both retail, office or housing, are basically 

unpredictable and may be significantly affected by 

changes in global and local economic conditions in 

general.  Any decline in the market conditions of the 

property industry in Indonesia, or other external 

factors, may have material negative impacts on the 

business activities, revenues, results of operations 

and business prospects of the Company. 

 

4. The risk of late completion of part or all of the 

Company’s projects 

 

Property development involves many risks 

associated with construction projects, including: 



• Development cannot be completed on schedule, or 

runs according to the budget because, among other 

things, bad weather conditions; 

• It may require more time and resources than 

expected to obtain approval from the Government 

and other related regulations; 

• Projects from competitors may be developed in 

locations close to the Company’s projects; 

• Supply oversupply of property, thereby reducing 

demand levels; 

• A third party contract may not be able to fulfill its 

obligations in a timely manner, or on budget, or 

cannot fulfill its obligations at all; 

• The property may not reach the level of sales, rental 

rates or occupancy rates as expected; and 

• Development specifications may be changed 

because of several reasons beyond the Company’s 

control. 

• In addition, the nature of the property industry 

cycle, changes in government policies or 

regulations, shortages of construction materials, 

increases in labor and building materials, economic 

changes, business conditions and credit in general, 

losses suffered due to bankruptcy of tenants and 

the need to renovate or repair property can also 

adversely affect the financial performance and 

business prospects of the Company. Property 

projects, which are generally long-term projects, 

involve a number of stages, starting with land 

acquisition, obtaining permits and legality, 

developing concepts and construction, to finally 

renting and selling the results of the Company’s 

development. Although so far the Company has 

never experienced a delay in the completion of part 

or all of its projects,there is no guarantee that this 

will continue in the future. Delays in project 

completion can cause investment costs to swell and 

ultimately can increase the amount of funding 

needed until the project completion period. In 

addition, the delay in project completion also 

resulted in the deterioration of the Company’s 

reputation and loss of customer confidence in the 

Company’s performance. These things can have a 

material adverse effect on the Company’s 

operational performance, income and business 

prospects.In addition, the delay in project 

completion also resulted in the deterioration of the 

Company’s reputation and loss of customer 

confidence in the Company’s performance. These 

things can have a material adverse effect on the 

Company’s operational performance, income and 

business prospects.In addition, the delay in project 

completion also resulted in the deterioration of the 

Company’s reputation and loss of customer 

confidence in the Company’s performance. These 

things can have a material adverse effect on the 

Company’s operational performance, income and 

business prospects. 

 

5. Risks related to development and investment in 

the property industri 

 

Property is generally illiquid so this limits the ability 

of the developer or owner to convert assets in the 

form of property into cash assets in a short period 

of time with the consequence that the assets are 

sold at a discounted price to ensure sales can be 

done in a short time. This illiquid condition also 

limits the Company’s ability to manage portfolios in 

response to changes in economic conditions or 

other conditions. In addition, the Company may 

face difficulties in obtaining timely financing and is 

commercially profitable for the Company for asset-

based loan transactions with collateral in the form 

of property, due to illiquidity of the property or the 

various restrictions imposed on the Company’s 

loans.  The Company’s activities can also be 

influenced by changes in legislation and 

Government regulations related to property, 

including those governing the allocation of zoning, 

taxes and government levies. Changes in legislation 

and related Government regulations can result in an 

increase in management fees or unexpected capital 

expenditure to ensure that all existing provisions 

can be met by the Company.  Rights related to the 

ownership of a property can also be limited by legal 

actions, such as changes in legislation relating to 

building standards or  city  planning law, or the 

enactment of new regulations related to 

Government policy. 

 

6. Risk of human resources 

 

The success of the Company depends on the 

ongoing commitment of management and technical 

personnel as well as the Company’s ability to 

motivate and retain qualified employees.  The 

company runs a structure where project managers 

and  management  teams are specifically allocated 

to each project, who must be able to make 

important decisions related to the project to ensure 

that the project is successfully completed on time 

and within the budget. In addition, the Company 

also faces competition from other property 

developers who also seek to employ motivated and 

high-quality employees.  Maintaining a group of 



professional project management who are 

sufficiently qualified and experienced is the key to 

the Company’s performance.  In the event that the 

Company cannot attract or maintain adequate 

professional personnel, the Company’s operational 

performance, revenue and business prospects may 

be affected and may pose a risk that the Company 

cannot identify and generate benefits from 

potential opportunities or from existing 

businesses.  Furthermore, external factors such as 

national and regional unemployment rates, 

demographic changes, changes in regulations, 

including matters such as minimum wages and 

other labor regulations can affect the Company’s 

ability to meet needs and maintain labor costs. 

 

7. Risk of limited land for development plans 

 

Although the Company plans to expand its business 

by acquiring more land in areas with high growth 

rates and around Jabodetabek, the availability of 

land in the area is limited and highly sought 

after.  The land may be even rarer when the 

Company is increasingly looking for larger land 

plots  , usually between  3 (three) and 5 (five) 

hectares . There is no guarantee that in the future 

the Company will be able to acquire land suitable 

for planned property development at favorable 

prices.  Failure to acquire land in strategic locations 

as planned the Company  will  material adverse 

impact on the business activities, business income 

and business prospects of the Company. 

 

8. Risk of changes in Government Regulations, 

Legality and Licensing 

 

For the Company engaged in property 

development, legality and licensing are important 

factors for the success of the Company’s project 

development. The Company’s activities can be 

affected by changes in legislation or Government 

regulations related to ownership and development 

of property projects, which can have a material 

adverse effect on the business activities, business 

revenues and business prospects of the Company. 


