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“Indonesia, as one of the biggest coal producers in the world, is facing 
an issue with electricity. Currently the installed capacity is only able to 
fulfill 86.39% of electricity demand, lower than Singapore (100%), Brunei 
(99.7%), Thailand (99.3%), Malaysia (99.0%), and Vietnam (98.0%). 
With the aim of achieving upper middle income country status by 2025, 
Indonesia must shift its focus from consumption to be more productive by 
encouraging industrialization. Aligned with this goal, electricity becomes a 
crucial tool as an economic growth engine.

Based on our calculation, existing coal reserve will only be able to power 
coal-fired power plants for 46 years. Energy diversification into the 
clean-renewable sector is one of the solutions to tackle this issue. Some 
of renewable energies that need to be considered and have potential 
in Indonesia are solar energy, wind energy, biomass from palm oil, and 
geothermal. However further study and research is needed to assess the 
economic feasibility of proven technologies. Strong support and clear 
direction from the government are key drivers to promote clean and 
renewable energy in Indonesia.”

Source: Deloitte research from various publicly available information
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“What is Deloitte’s purpose in 
arranging this seminar? 
What is Deloitte’s plan to support 
the government 35,000MW 
initiative?”

Question asked during Deloitte Indonesia Executive Briefing 
“35,000 MW: A Light for Nation – Opportunities and Challenges” 
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A. Indonesia’s Overview

Indonesia, having the 16th largest economy in the world, is a rapidly growing nation. Indonesia has successfully 
maintained its economic growth above 5% for the past decade. Although Indonesia is currently facing 
slowdown with gross domestic product (GDP) growth of 5.12% in 2014, Indonesia is very optimistic to 
maintain its record. Further, the government of Indonesia aims to achieve economic growth of 12% in order 
to become an Upper Middle Income Country by 2025. To meet its current target of 7% annual GDP growth 
from 2015 until 2019, Indonesia needs to increase productivity in various sectors. Indonesia needs to gear up 
its manufacturing sector by industrialization and to develop the infrastructure sector by promoting strategic and 
priority projects.

Investment in infrastructure is shown to have a direct positive impact on Indonesia’s economic growth. 
Currently, the government of Indonesia plans to develop quality infrastructure and to boost connectivity 
among the regions. The plan aims to trigger a balanced growth in the country. Indonesia initiated a long term 
development plan (RPJPN) with a goal of securing Indonesia’s position as an upper middle-income country by 
reaching a GDP per capita of USD 14,500 by 2025. This long term national development planning spans 20 
years and is divided into 4 stages of 5-year period. One of the priorities of the medium-term plan 2015-2019 
is to provide 100% basic infrastructure, i.e. access to electricity, access to clean water, and access to social 
housing for low income communities.

Indonesia consists of 17,508 islands, with more than 251 million people, making Indonesia the fourth largest 
country in the world in terms of population. The demographic advantages of the 251 million people are:
•	 Over 60% of the population is between 20 and 65, with a low dependency ratio and a dynamic workforce 

with high literacy
•	 Around 52% of the population lives in urban areas

Indonesia’s population comprises more than 39% of the total population of the 10 Southeast Asian countries. 
With this huge population, Indonesia will surely have high energy demand and consumption compared to other 
ASEAN countries. However, Indonesia’s electrification ratio is below its peer countries in the region. Due to this, 
Indonesia requires solutions for producing energy and can not only rely on fossil-energy.
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Indonesia’s Power Industry
Indonesia is endowed with abundant energy sources, both fossil and non-fossil, to support the country’s power 
generation. Generally, there are 5 types of power plants in Indonesia based on energy sources: Steam (Coal) 
Fired Power Plant, Gas Fired Power Plant, Diesel Fired Power Plant, Hydro Power Plant, and other renewable 
resources such as geothermal, solar, wind, and biomass.

Indonesia’s current electrification ratio in some rural areas is far below the government’s target. Currently the 
installed capacity is only able to satisfy 86.39% of the electricity demand, lower than Singapore (100%), Brunei 
(99.7%), Thailand (99.3%), Malaysia (99.0%), and Vietnam (98.0%). In the next 5 years, Directorate General for 
Electricity and PLN projected that demand for electricity will grow by an average of 8.7% per year, with a target 
of electrification ratio of 97.35% at year-end 2019.

Source: Deloitte research from Ministry of Energy and Mineral Resources 

Based on data from Directorate General for Electricity, Ministry of Energy and Mineral Resources, there are 
many areas in Indonesia which do not have enough electricity. There are around 10 areas in Indonesia which 
do not have sufficient electricity supply and as a result, in these areas, electricity is shut-off alternately. There 
are also 5 areas which are in warning, which means that their reserve electricity supply is less than the power 
output of their biggest power plant in that area. Even for the biggest available power supply, Java and Bali, they 
have a pending electricity crisis as they have a deficit of about 1000MW at peak hours (6 PM to 12 AM).

Target Electrification Ratio
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National Electric System Condition (27 Aug 2015)

Source: Deloitte research from Directorate General for Electricity

Indonesia’s Power Outlook
Strong economic growth compounded with the country’s vast population has caused electricity demand to 
increase on average by 8.6% per year from 2009 to 2013. Currently, Indonesia has a low electrification ratio, 
especially in the countryside, only at about 32%, indicating that the basic needs of the people are not being 
met.
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Furthermore based on PLN’s calculation, electricity consumption is expected to rise by 1.3 times from 183,226 
MW in 2013 to 244,346 MW in 2020, or by about 61 GW. This means that government of Indonesia needs to 
increase supply of electricity by about 7 GW per year. On average, the residential or household sector accounts 
for 40% of total electricity consumption, while the industrial sector accounts for 30%. The increase in demand 
for electricity is mainly caused by the increase in electricity consumption in the residential sector, which has 
increased by 25 GW in just 6 years (2009-2015), and is expected to increase by 20 GW from 2015 to 2019, 
or 5 GW per year. To fulfill the electricity growth demand and electrification ratio target, additional capacity of 
around 35 GW is needed in 2015-2019.  In addition, there are 7.4 GW in ongoing projects from two previous 
programs which are not yet fullfilled.

Projection of Electricity Demand 2015-2024

Year 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Demand (TWh) 202 219 239 260 283 307 332 361 392 427 264

Electrification Ration
(PLN & Non PLN)

84.35 87.35 90.15 92.75 95.15 97.35 99.35 99.99 99.99 99.99 99.99

Electrification Ration (PLN) 84.1 87.5 91 93.4 95.4 97.2 98.3 98.8 99.1 99.2 99.4

2015
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B. Indonesia’s Power Investment

1. Generation 2. Transmission 3. Distribution

•	 Convert one form 
of fuel/energy into 
electricalenergy.

•	 The choice of energy 
source is determined 
based on the availability of 
fuel in the local region.

•	 Long distance transfer 
of electricity from power 
stations to distribution 
companies.

•	 Tranformers steps up and 
down the electricity to 
be transmitted through 
power cables.

•	 Also known as the Grid

•	 Moving electricity from 
the Grid to end users.

•	 Distribution companies 
take electricity form the 
Grid, reduce the voltage 
using a step-down 
transformer and then 
distribute the electricity via 
overhead or underground 
power lines. 

•	 Commercial sale of 
elctricity to end users and 
includes metering, biling 
and collection.

PLN, IPP, and PPUs (own use) PLN and IPP (limited)

Today, foreign direct investment (FDI) in 
Indonesia has grown more than 70% in 
the last five years with an average growth 
of around 20% from 2010 to 2013, with 
China, Japan, and South Korea as the 
major investors in the infrastructure sector. 
This high growth is because ratings by 
international agencies reflect Indonesia’s 
resilience to the global financial crisis, 
improving government and external 
credit-metrics, and an ability to manage 
domestic political challenges to the reform 
agenda. According to The Economist, 
Indonesia is the third most attractive 
investment destination in Asia in 2013 

behind China and India.

As of today, Indonesia’s power sector is 
dominated by the government-owned 
corporation, PT Perusahaan Listrik Negara 
(“PLN”) and its subsidiaries, although the 
government welcomes private companies 
to the industry. Based on Electricity 
Law No.30/2009, private companies 
are allowed to participate in power 
generation, transmission, and distribution 
activities. However, current participation 
from private companies is still limited to 
power generation as an Independent 
Power Producer (“IPP”). Through a Power 
Purchase Agreement (“PPA”), the IPPs sell 
electricity to PLN at an agreed price.
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Based on the Negative List of Investment, as stated in Presidential Regulation No. 39/2014, there are several 
ownership regulations for foreign investors in the power industry.

Sector Maximum Foreign Ownership

Construction •	 Insulation works (electrical wiring), Electrical wiring and fitting 
works, Other electrical construction works – 67%

•	 Power construction and installation of Electrical utility 
construction – 95%

Electric Power Generation •	 Small-scale power generation (1 – 10 MW) – 49%
•	 Power generation (> 10 MW) – 95%

Electric Power Transmission and 
Distribution

•	 Power transmission – 95%
•	 Power distribution – 95%

Management •	 Operation and maintenance of electrical installation – 95%

Compared to other developing countries, there is a setback in implementing this regulation. Since most of 
renewable energy will be classified under small-scale power generation, the maximum foreign ownership 
is only 49%. In India, foreign companies are allowed to have ownership of up to 100% for power projects. 
Also, Indian government does not limit the types of power plants and projects which can be taken by foreign 
investors.

On the other hand, opening up to foreign ownership will allow transfer of knowledge and experience in 
renewable energy development, such as solar panel , biomass, geothermal, etc., whereas, the government 
would like to protect and encourage local partnership in developing small-scale power plant. To accelerate the 
development of renewable energy, the government should loosen up the foreign ownership in this sector to 

attract more foreign investors.
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“Is there alignment between 
government and PLN to implement 
the Minister ESDM decree No. 
3/2015? How does PLN select the 
appropriate IPPs for this 35,000 
MW project and ensure that these 
selected companies are able to build 
the power plants and overcome the 
available challenges?”

Question asked during Deloitte Indonesia Executive Briefing 
“35,000 MW: A Light for Nation – Opportunities and Challenges”

Licensing and Regulations in Power Industry
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Licensing and Regulations in 
Power Industry 
The country’s power industry is regulated 
by the Ministry of Energy and Mineral 
Resources (“ESDM”). The ESDM ministry 
is responsible for maintaining the 
balance between the interests of the 
power supplier, in this case PLN, and the 
consumers. For the electricity sector, The 
Directorate General of Electricity (DGE) 
under the ESDM is primarily responsible 
for formulating electricity policy and 
regulation. One responsibility of DGE is 
to prepare general national electricity 
planning to meet electricity power 
demand in a reliable and sustainable 
way. For licensing purposes, investors 
can approach the Indonesian Investment 
Coordinating Board (“BKPM”).

One Stop Service Center
To attract more investment in Indonesia, 
a new regulation implemented by the 
government of Indonesia to strengthen 
BKPM role as “one stop service center” 
(OSS). Implementation of this service is 
to provide easy, fast, precise, accurate, 
transparent and accountable licensing 
and non-licensing services. From now 
on, investors will not need to visit various 
ministries or government agencies to 
obtain necessary permits but can simply 
turn to the BKPM’s OSS center.

In addition, it supports BKPM tasks in 
order to tailor competitive investment 
climate to support the quality of national 
economy. This service is available at 
Central Government level, provincial 
government level, and at the level of local 
government district/municipality. There 
are 22 ministries or agencies involved in 
OSS center, including PT. PLN, National 
Land Agency (BPN), Ministry of Finance, 
Ministry of Energy and Mineral Resources, 
etc. BKPM plans to shorten license and 
permit process by having some ministries/
institutions and local government 
representatives available in their office. 
In addition, BKPM also introduced online 
services to accelerate the licensing process.  

ESDM Minister Decree 
The ESDM Minister published an official 
decree No. 3/2015 for IPP producers and 
for PLN. This decree contains rules for 
the PLN to directly appoint and select 
Mine mouth power plants, coal fired 
power plants, gas power plants and 
hydro power plants. It also states that 
before direct appointment and direct 
selection, there needs to be a technical 
and financial feasibility study done by the 
procurement agent appointed by PT PLN 
which needs to be completed in 45 days 
for direct selection and 30 days for direct 
appointment before signing PPA contracts.

The criteria for direct selection are:
•	 diversification into non-fuel energy;
•	 expansion project in different location 

of existing power plant;
•	 more than one proposal submitted for 

direct selection.

The criteria for direct appointment are:
•	 electricity purchases from mine-mouth 

power plants, gas power plants, and 
hydro power plants;

•	 excess power purchase from mine-
mouth power plants, coal-fired power 
plants, gas turbine/engine power 
plants, and hydro power plant;

•	 the local electric power system is in a 
state of crisis or emergency provision 
of electric power;

•	 additional capacity at power plants 
operating in the same location.

The decree also regulates the benchmark 
price based on the price of the power 
plant in commercial operation date. 
The data for pricing is included in the 
Appendix I.
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Although the regulations state that feasibility studies need to be completed within 30 to 45 days after the PPA 
is signed by the procurement agent, in reality this is very hard to be completed. 
Although PLN provides standard guidelines to investors in submitting documents for feasibility studies, 
both technical and financial proposals may take longer to be completed which can delay the process to be 
completed within the stated time. 

The Ministry of ESDM has also issued regulation No. 22/2014 regarding electricity purchase from micro-hydro 
power plant by PLN. This regulation was issued to accommodate the higher cost for renewable energy and to 
attract investors to renewable projects. For Micro Hydro Power Plants, please refer to Appendix II.

Local Content Regulation 
To maintain local industry competitiveness and maintain a dynamic economy, the government of Indonesia has 
issued the local content regulation, i.e. Ministry of Industry regulation No. 54/2012. Under the regulation, the 
government of Indonesia sets the local content for material and services for power plant projects. The complete 
regulation table is included in Appendix III. 

Investors are also concerned about the readiness of the local industries in Indonesia to provide the materials 
needed for the 35,000MW projects. Based on research from the Director General of Electricity, Ministry 
of ESDM, the 35,000 MW project will need 301,300 km of aluminum transmissible cables, 2,600 sets of 
transformers and 3.5 million tons of steel. Based on these numbers, there will be a challenge for the current 
Indonesian industry to supply locally; therefore, investors are concerned whether the local content regulation 
will be a problem which will delay the operation and development of power plants. 

Currency Law
Bank of Indonesia (BI), the regulating body for currency and transaction in Indonesia, released a currency law in 
which it states that any person or corporation that makes any transaction within the territory of the Republic of 
Indonesia is obliged to use Rupiah. The Regulation No. 17/3/PBI/2015 regarding the Obligation to Use Rupiah 
in the Republic of Indonesia (BI Regulation) implements Law No. 7 of 2011 on Currency (Currency Law).

BI, though, states that infrastructure projects may be exempted from the mandatory use of Rupiah if there is 
evidence in a written form from the competent ministry/agency to a project owner or one granted approval 
from BI to be exempted from the mandatory use of IDR. To apply to BI, the applicant has to submit an 
application in writing and also include the deed of incorporation and articles of association of a company, 
a written declaration from the competent ministry or agency stating that the project being undertaken is a 
strategic infrastructure project, and a photocopy of the written agreement stating that payments shall be made 
in foreign currency, authenticated by the applicant.
 
Following this regulation, PLN mandated PPAs to be in IDR. Investors are confused and are showing some 
reservations accepting this rule because of foreign exchange risks and other unplanned costs when selling their 
electricity. There is also discussion on whether IPP can be exempt from this regulation since the regulation for 
electricity tariff is in USD.

Tax
Tax holidays and income tax reductions are also available for the power industry, especially renewable energy 
projects, though these have been criticized for lacking clarity by not conforming to a consistent policy that is 
implemented in a coherent way across the country. Certain exemptions are also available for VAT and duties 
levied on the import of capital goods for renewable energy projects.

A tax holiday may be given to a pioneer industry and economic infrastructure outside PPP schemes with certain 
criteria, such as:
•	 Listed as a new taxpayer.
•	 Must invest at least IDR 1 trillion (USD 100 million).
•	 Fulfil the debt to equity ratio.
•	 Must deposit at least 10% of the total investment plan in domestic banks which must not be withdrawn 

before the investment realization.
•	 Must be in a status of Indonesian legal entity established since or after August 15, 2011.
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Public Private Partnership (PPP)
Public-private Partnership (PPP) is a form of business cooperation between the Government and a business 
entity in the Provision of Infrastructure. Provisions include the construction work to develop or improve the 
infrastructure capability. In Indonesia, Public-private Partnerships have focused on infrastructure projects 
in different sectors including power. The scheme is regulated by Presidential Regulation No. 38/2015 on 
Cooperation between Government and a Business Entity in the Provision of Infrastructure. The regulation aims 
to speed up the process of infrastructure provision and investment through acceleration of business entity 
procurement through tender mechanism or direct appointment. The government also changed criteria for 
project initiated by private sector to be more flexible.

Based on PPP Book 2015 issued by National Development Planning Agency (Bapppenas) there are only two 
projects offer for power sector, i.e. Karama Hydro Power Plant in West Sulawesi with estimated investment 
value of USD 1,336 million – prospective; and Tebo Mine Mouth Coal-Fired Steam Power Plant 2X200MW in 
Jambi with estimated investment value of USD 833 million – potential.

PT Penjaminan Infrastruktur Indonesia (Persero) / Indonesian Infrastructure Guarantee Fund
PT Penjaminan Infrastruktur Indonesia (Persero) is a state-owned company which acts as a guarantor or insurer 
for infrastructure projects in Indonesia under a PPP scheme. Their services include land acquisition delay/failure, 
licenses and permit delay/failure, breach of contract, and changes in law, financial closing delay/failure, failure 
to enforce against illegal activity, and failure to integrate with the network. They are currently insuring three 
power plant projects, PLTU Jawa Tengah in Central Java with a capacity of 2x1000 MW, and Mine Mouth 
Power Plant Sumsel 9, with a capacity of 2x600 MW, and Sumsel 10, with a capacity of 1x600 MW in South 
Sumatera. 

PT Sarana Multi Infrastruktur (Persero) / Infrastructure Financing Company
PT Sarana Multi Infrastruktur (Persero) is a state-owned company which finances infrastructure projects in 
Indonesia. They can act as a financing company or a partner to foreign companies to develop infrastructure 
projects. PT SMI receives funding from ADB (Asian Development Bank) and other banks interested in funding 
infrastructure projects in Indonesia. They are currently financing the expansion of PLTU Molotabu in Gorontalo 
to a capacity of 3x10 MW.

Independent Power Producer
Typically an IPP project will involve PT PLN as the Grantor and private sector (project company) as the Operator. 
A Special Purpose Company (SPC), formed by the sponsor(s) or consortium, will execute a power purchase 
agreement with PLN to develop, build, own, and operate a power plant. In general, the relationship between 
project company and other parties are described below.
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Typically, IPPs would enter into Power Purchase Agreements (PPA) with PLN; that is, IPP sells power exclusively 
to PLN and PLN buys power from IPP. This procedure is regulated based on ESDM Regulation No. 01/2006 
and No. 04/2007. The process usually starts with pre-qualification to determine whether consortiums are 
qualified to participate in the bidding process. The bidding process, called Request for Proposal (RFP), contains 
information for bidders such as project description, proposal requirements, and evaluation procedures. It is 
followed by negotiation process and eventually PPA signing.

There are three procurement methods: direct appointment, direct selection, and open tender depending on 
types of projects. 

a. Direct appointment
Conditions: Renewable energies, mine-mouth coal-fired power plant, local energy, excess power, expansion 
project, energy crisis condition (determined by DGE on behalf ESDM based on Electricity License Holder’s 
proposal).
Project type: Coal fired PP, renewable energy (mini/micro hydro, geothermal, biomass, wind energy, solar 
energy), gas PP.
Tariff: Based on negotiation and/or applicable regulation issued by ESDM.

b. Direct Selection
Conditions: energy diversification to non-fuel oil, more than one direct appointment proposal in a system, 
proposed capacity is above the need for additional capacity.
Project type: non-fuel oil generators.
Tariff: lowest price proposal submitted by the participants.

 
c. Open Tender

Conditions: IPP project(s) that is not eligible for direct appointment or direct selection, or PLN requires an 
open tender.
Project type: all kind of power plants.
Tariff: lowest price proposal submitted by the bidders.

In PPA contracts, the tariff charged by IPP to PLN consists of 5 components as described below.

In general IPP Business Process and IPP Project Procurement Processes are described on the flow diagram 
below.
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IPP Business Process Flow

Criteria:
•	 Financial Strength: Assets, Net Profit
•	 Technical Strength: Experience in IPP development, EPC and 

O&M

Contains:
•	 Information for Bidders
•	 Project Description
•	 Model Power Purchase Agreement
•	 Evaluation Procedure

Contains:
•	 Agreed Major Terms & Conditions
•	 Agreed Electricity Tariff and Basic Formula

Requirements (among other things):
•	 Copies of: EPC Contract, Policies of Insurance Required by 

the PPA, Fuel Supply Plan, Financing Agreements, Foreign 
Investment Approval

•	 The Legal Opinion Issued for PLN
•	 The Legal Opinion Issued for SELLER
•	 A copy of Documents Providing Legal Right to Use and Control 

Over the Site
•	 Performance Security Stage II

Requirements:
•	 Performance Security Stage I
•	 PLN’s Corporate Approval
•	 MEMR Tariff Approval
•	 SPC

Contains:
•	 Term of the Agreement: Coal (25 years), Hydro (30 years),    

Geothermal (30 years), Gas (20 years)
•	 Project Scheme: BOO or BOT
•	 Tariff and Payment
•	 Force Majeure: Natural and Political
•	 Government Guarantee (If Applicable)
•	 Termination
•	 Other Rights and Obligations of the Parties
•	 Sponsor’s Agreement

Pre - Qualification

Request for Proposal

Letter of Intent

PPA Signing

Financial Closure/
Financing Date
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“Who has the initiative for developing 
electricity plants for specific areas; ESDM, 
PLN or local Government? 
How can a private company join the 
program, especially for renewable energy? 
How can a private company get the details 
for electricity development needs?”

Question asked during Deloitte Indonesia Executive Briefing 
“35,000 MW: A Light for Nation – Opportunities and Challenges”
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C. Government Plan for Power Industry

Starting from 2006, the government of Indonesia has realized that electricity plays an important role in pushing 
economic growth. The government started to increase installed capacity by promoting the first Fast Track 
Program (FTP I). Due to some difficulties in achieving FTP 1 target, the government launched the second Fast 
Track Program (FTP II) in 2010. 

Currently, the total national installed capacity is around 53 GW, produced by power plants built by PLN and 
private companies. With an economic growth projection of 6%-7% per year, within five years Indonesia 
will need additional power production of 35,000MW or 7,000MW per year. Therefore, the government of 
Indonesia plans to increase capacity by an additional 35,000MW by 2019 which will bring more opportunities 
for IPP projects. This electrification program is a strategic national program as stated in the government of 
Indonesia’s medium-term plan 2015-2019.

Source: Deloitte research from Directorate General for Electricity

Prior to 35,000MW project, to address the growing demand for electricity and to achieve the targeted 
electrification ratio, the government initiated the first two series of “fast track” programs (“FTP”); i.e. FTP I in 
2006 and FTP II in 2010, which were aimed to increase capacity by 28,000 MW. Under FTP I, several coal-fired 

power plants with total capacity of 10,000 MW were planned to be built. 

Other NRE, 0.43% Geothermal, 
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Coal
Based on Indonesian Coal Mining 
Association research, Indonesia coal 
economic reserve stands at only 10 billion 
tonnes at the current coal price. On 
average, a coal power plant will use about 
4,000 tonnes of coal per year to make 
1 MW of electricity. For the 35,000 MW 
program, in which 60% of the electricity 
produced will be coal-based, an estimated 
84 million tonnes of coal will be used 
per year. Based on PLN data, the current 
coal consumption for existing capacity is 
around 130 million tonnes/years. In total, 
combining existing demand and future 
demand from the 35,000 MW program, 
it is estimated that around 214 million 
tonnes per year will be used to generate 
electricity. Based on current reserve, the 
coal will only be able to produce the 
electricity for 46 years. This calculation 
doesn’t include coal exports which can 
shorten the productivity life. One way 
to resolve this issue is through energy 
diversification.

According to recent news, financial 
institutions around the world have less 
interest in funding coal power plants. 
The environmental concern is one of their 
biggest concerns in making the decision. 
In addition, it takes almost twice as long 
to build coal power plants compared to 
gas power plants.
 

Mine-mouth Power Plant
The criteria for mine-mouth power plant 
is quite hard to meet, for example, in 
Jambi,  in which a coal-fired power plant 
has to have a distance of under 30 km 
to the source of the coal, and under 50 
km for an acceptable criteria. However, 
only 78 concessions fulfil the ideal 
criteria while 156 concessions fulfill the 
acceptable criteria. Accounting the other 
criteria, there will only be around 1 or 2 
concessions which can fulfil the ideal and 
acceptable criteria. 

With this in mind, the Chinese’s coal-
by-wire scheme is quite ideal to transfer 
power from power plants near the source 
of the coal to the urban areas needing 
the power. The coal-by-wire scheme is 
a scheme in which a power plant from 
rural or other areas are transported into 
urban areas through wire. This may cut 
the transportation costs of coal and also 
eliminate the infrastructure insufficiency in 
places which are abundant with coal. 

Indonesia may consider this scheme to 
eliminate transport cost and infrastructure 
difficulties; such as lack of ports or 
railways, to transport power from coal-rich 
areas such as Sumatra to Java. However, 
as Indonesia is an archipelago country, it is 
difficult for to build transmission lines from 
island to island as it needs to be shipped 
by the sea. In recent news, there is a 
study in exploring to transmit electricity 
produced in Sumatera through underwater 
cables to Java island. No update has been 
provided so far.

Gas
Gas is an abundant source of fuel in 
Indonesia, mostly in Papua Island. 
Therefore, it is more feasible to build gas 
power plants in Indonesia, especially since 
it is more environmentally friendly. Gas 
power plants are also more attractive to 
international financial institutions and can 
be built faster than coal power plants.

So then why doesn’t the government 
allocate more gas power plants for the 
35,000 MW project? Because it is costly 
and much dangerous in exploration. 
Besides that, Indonesia has not adapted 
advanced technology in exploration. 
Other than these, the government has 
established a long contract to export 
natural gas to overseas markets; such as 
Japan and China.

So what should be done? First, a scheme 
similar to coal-by-wire can be used to 
transport the needed electricity to urban 
areas. Second, new technology should 
be introduced into Indonesia, such as 
rigs needed to extract coal-bed methane, 
which is very abundant in Indonesia. The 
reserves of coal-bed methane in Indonesia 
are estimated to be at 453 trillion cubic 
feet. This can be another source of energy 
for Indonesia and its power generation 

needs.
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As of November 2014, 77% of the project has been completed, such as PLTU Labuan (2 x 300 MW), PLTU 
Suralaya Units 8 (625 MW), PLTU Indramayu (3 x 330 MW), etc., but only 45% are in operation. The delay is 
mostly due to permit and land acquisition issues. The second stage of the fast track program (FTP II), with a 
capacity of 18,000 MW, was planned to be completed in 2020 as the start date was postponed as of 2015 
due to struggles in the preparation stage. The government plans to build power plants with a capacity of 7GW, 
from previous FTP II, in addition to 35,000MW planned, making a total of 42GW to be built from 2015-2019.

35,000 MW Project
The program to construct 35,000 MW of capacity will require a huge investment amounting to more than 
IDR 1,100 trillion (USD 87 billion). In order to ease the financial burden, PLN will build power plants to 
produce 10,000 MW, the remaining 25,000 MW will be offered to IPP. There will be a total of 109 projects. 
According to PLN, the projects includes the construction of 74 power plants totaling 25,904 MW through the 
Independent Power Producer (IPP) scheme in the next five years, while the other 35 plants, with capacity of 
10,681 MW, would be built by PLN. 

Almost 60% of total 35,000MW capacity will be generated through coal-fired power plants. However, the 
energy mix ratio for the 35,000MW may be revised by the government because of the world’s negative views 
on coal-fired power plants. Much bigger portion should be given to clean energy and new renewable energy.
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The planned power generation projects for IPP will take place in Java and Bali (18,697 MW), Sumatera (10,090 
MW), Sulawesi (3,470 MW), Kalimantan (2,635 MW), Nusa Tenggara (670 MW), Maluku (272 MW), and Papua 
(220 MW). Based on PLN calculation, the funds needed for the projects is estimated at around USD 92.9 billion, 
with USD 42.4 billion to be funded by PLN and USD 50.5 billion is expected to come from private parties under 
the IPP scheme.

IPP Scheme for 35,000MW
Due to the limited financial capability of PLN, to divert some 
project risks and to encourage business development, power 
plant construction will mostly be through IPP schemes. IPP 
must provide all the funds needed for construction, land 
acquisition, and operation. Assets will be transferred to PLN 
after completion of the contract period. If needed, PLN will 
implement different risk allocation between projects according 
to the priorities and types of projects. This scheme can be 
applied in separate business areas, such as industrial estates. 

For projects under PLN, PLN will be responsible for the 
activities and costs of planning, land acquisition, financing, 
and operation of plants. If needed, the company will 
implement the EPC scheme with multiple reinforcement 
options including the use of full turnkey schemes, project 
finance initiative (PFI) and the use of a lead consultant for 
project management.

       Source: Deloitte research from PLN 

There are other factors that PLN considered in deciding the portion of the private sector in developing the 
35,000MW program, such as the financial ability, the financial impact on the IPP scheme to PLN’s financial 
condition and electricity rates, the type and scale of the plant, period of development, and the potential 
interest from the private sector.
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Transmission and Substation Scheme for 35,000MW
Development projects for transmission and substations will be fully carried out by PLN. The business scheme 
for transmission and substation construction is intended to encourage the development of domestic industry. 
PLN will buy equipment from providers of transmission and substation through a procurement process in 
accordance with PLN procedures. PLN also will procure a contractor who is responsible for conducting 
the construction and installation of transmission lines and substations. In addition, PLN will appoint EPC 
contractor who will be responsible for the procurement of equipment and transmission lines and substation 
construction and installation activities. PLN will pay an EPC contractor in accordance with the payment terms 
and the progress of work agreed upon in the agreement. PLN will appoint contractors who are responsible for 
financing, procurement of transmission and substation equipment, construction and installation activities. PLN 
will gradually pay the contractor after transmission and substation completed as agreed in the agreement

Financing the 35,000MW Program

IPP Funding

Power Plant US$ 37,454 M

Transmission US$ 680 M

Substation US$ 249 M

Land Acquisition US$ 4,055 M

Total US$ 42,438 M

Total Funding

Power Plant US$ 53,663 M

Transmission US$ 10,893 M

Substation US$ 8,386 M

Distribution US$ 7,355 M

IDC US$ 5,319 M

Land Acquisition US$ 7,291 M

Total US$ 92,907 M

PLN Funding

Power Plant US$ 16,209 M

Transmission US$ 10,213 M

Substation US$ 8,137 M

Distribution US$ 7,355 M

IDC US$ 5,319 M

Land Acquisition US$ 3,236 M

Total US$ 50,469 M
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Potential Investment 
There are many investors interested in the 35,000 MW Indonesia project. As of the 28th of September 2015, 
there were around 88 foreign investors which have finished acquiring their permits and were ready to invest 
in the 35,000 MW project. These potential investors come from private and government companies from 
different parts of the world. Some countries which support this mega-project are Turkey, Japan, China, South 
Korea, USA, Italy, and England. Other than foreign investors, there are around 66 local companies which are 
ready to be involved.

Based on the information from Ministry of Energy and Mineral Resources, there are several initiatives taken by 
government to accelerate the 35,000 MW program as seen on table below.

No. Problem Solution

1 Land Acquisition Implement Law No. 2/2012 regarding land clearance for public 
infrastructure

2 Price Negotiation Setting base price for IPP and excess power through Ministry of 
ESDM Regulation No.3/2015

3 IPP Appointment and 
Selection Process

Acceleration through direct appointment and selection for EBT, Mine 
Mouth, Marginal Gas, Expansion, and Excess Power  (Ministry of 
ESDM Regulation No. 3/2015)

4 Permit and License One Stop Service Center at Indonesia Investment Coordinating 
Board (BKPM)

5 Developer and Contractor 
Performance

Implement financial and technical due diligence – 30 days for direct 
appointment and 45 days for direct selection

6 Project Management 
Capacity

Form PMO (Project Management Office) and appointing 
independent procurement agent

7 Coordination Across 
Sectors

Form National Team Across Ministries, combined with Infrastructure 
Acceleration Committee (KPPIP)

8 Regulation Problems Issuing Presidential Decree for specific regulations issue
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“Many investors are questioning the huge 
gap between the strong commitment by the 
government and the implementation at PLN. 
The government has put a serious effort 
to improve business environment in the 
industry. However, PLN seems reluctant to 
sign PPA. How does PLN respond to this 

concern?”

Question asked during Deloitte Indonesia Executive Briefing 
“35,000 MW: A Light for Nation – Opportunities and Challenges”
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D. Opportunities and Challenges

With the rapid development and 
encouragement from government in 
pursuing this 35,000MW ambition 
for the next 5 years, both local and 
foreign investors are eager to take part 
in realizing the dream. With increasing 
R&D and technology enhancement, 
clean energy is one of the opportunities. 
The government aims to have at least 
23%% of total electricity coming from 
renewable energy by 2025. There is also 
development in clean coal technology to 
reduce emissions and greenhouse effects 
from a normal coal fired power plant. The 
investors with good experience and better 
technology will have more advantages as 
the government and PLN become more 
prudent in selecting IPP winners. 

To attract more IPP players to take part in 
the 35,000MW project, the government 
has to be able to provide different types 
of incentives and supports. This could be 
by combining power plant development 
with industrial area development. This 
arrangement, such as a “package deal” 
can act as an option for an investor to 
mitigate risk by having more revenue 
drivers. Besides power, the investor 
will also be able to develop supporting 
infrastructure, such as roads, railways, 
ports, water sanitation, property, etc. This 
deal will also provide the government with 
a clear assessment of investor seriousness 
and capability to invest in Indonesia. 
However, the government also needs to 
provide more supportive incentives and 
guarantees for such investors.

Besides all these opportunities, Indonesia 
is yet facing common infrastructure 
challenges as other developing countries. 
Land acquisition, funding, uncertainty 
of law and in the bureaucracy processes 
are examples of obstacles to accelerate 
infrastructure projects in Indonesia 
including power sector. The reformation 
agenda of the Minister of Energy and 
Mineral Resources is still questioned by 
potential investors. As PLN officials are 
being more prudent in the IPP tender 
process, investors are complaining about 
the long tendering process, unclear 
procedure, and indecisive action. These 
obstacles must be taken care of seriously 
by the government. The investors are 
ready to help government in building 
the nation yet the government and the 
decision makers are hesitating to walk 
hand in hand with them. If this condition 
continues, the big plan to light Indonesia’s 
archipelago will continue as a daydream.

Clean Coal Technology
As the demand for power increases in 
Indonesia, the fast-paced construction of 
power plants made coal fired power plants 
one of the favorite of the government 
and investors. Coal is readily available 
and abundant in Indonesia which made 
it the most common of all power plant 
types in Indonesia. The downside of 
coal fired power plant is the carbon 
dioxide and other pollutants it produced 
as a result of burning the coal. As a 
result, the government of Indonesia is 
looking into clean coal technologies, 
Ultra Supercritical (USC) and Integrated 
Gasification Combined Cycle (IGCC). These 
technologies, starting with USC, is going 
to be implemented into new coal fired 
power plants which are being developed 
and the first of these is the expansion 
unit of Cirebon power plant which has an 
output of 1000 MW and expected to be 
completed by 2017. The IGCC method 
is being studied and researched and is 
expected to be ready to be implemented 
into power plants by 2025.



29

Package Deals
A good opportunity is to “package” the 
infrastructure with the industry. As the 
government of Indonesia is pushing to 
increase the industry and production 
sector in Indonesia, and also with the 
development of Special Economic Zones 
(SEZ) and industrial estate in all areas of 
Indonesia, it is a good idea to include 
infrastructure projects. The investors 
are given a chance to not only develop 
the area but also to develop supporting 
infrastructure. This arrangement can 
serve as a revenue driver for the investor 
in calculating their investment return 
and enhancing the feasibility of their 
investment. For example, when an 
investor is looking into building a factory 
or smelter or other manufacturing plant, 
they can build alongside it a power plant 
to power their factory. The remaining 
power which is not used by the factory 
can be sold to PLN to be distributed for 
commercial use. In addition, they can also 
build roads and highways to connect the 
area which is not only for their use but 
also for the public. This will give a positive 
benefit to government in providing basic 
infrastructure for the people. However, 
the government needs to understand 
that investors will ask for better incentives 
and support as they invest heavily in 
developing an area from suburban to an 
industrialized city.

Land acquisition
The 35,000MW project will require huge 
spending on land. Land acquisition has 
been a major impediment to infrastructure 
projects in Indonesia. The government 
has taken several initiatives to provide 
better investment climates for accelerating 
infrastructure delivery. Indonesian land 
acquisition is now based on Law no. 
2/2012 and Presidential Regulation No. 
71/2012 regarding Land Acquisition for 
Public Interest. This new law will ease 
land acquisition bottlenecks and disputes 
for infrastructure projects such as road, 
railway, power plants, etc.

The law stipulates a timeframe for 
land acquisition, clarity over land 
appraisal, funding, amount and types 
of compensations, objections and 
dispute settlements.  Previously, the land 
acquisition process can take up to 3-4 
years to be completed. Under this new 
Presidential Decree (PD), if there are no 
objections or appeal requests, the land 
acquisition process will take around 319 
days. If there is an objection or appeal 
request, the PD has set a maximum of 
583 days for the land acquisition process, 
providing greater certainty and realization 
for public infrastructure projects going 
forward.  Furthermore, this PD provides 
clarification for officials responsible for 
each land acquisition stage; the stages 
are planning, preparation, execution, and 
delivery. The new Land Acquisition Law 
is an important milestone in accelerating 
infrastructure development in Indonesia. 
PT PLN is also looking into other ways to 
acquire land as fast as possible. One of the 
ways is for PLN to acquire land first, and 
then when the IPP is already chosen, the 
IPP will buy the land from PLN for as much 
as PLN paid for. 
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Investment Regulations
The government of Indonesia has also 
provided one single window to improve 
permits process called one stop service 
(OSS). Previously, investors in Indonesia 
had to roam around Jakarta and go back 
and forth to several institutions to take 
care of numerous investment permits. 
They had to get 52 licenses to build a 
power plant and it took around 930 days. 
This long procedure caused inefficiency in 
this country’s bureaucracy. Now, as many 
as 22 ministries’ authorities have been 
transferred to the BKPM and about 81 
officers have been stationed there to help 
provide consultation services to customers 
as well as speed up the procedures. 
OSS will serve the issuance of up to 147 
licenses, covering 1,198 business sectors. 
BKPM aims to reduce the time needed to 
process licensing for business expansion by 
50% next year. Besides that, there is a new 
regulation currently being prepared to 
accelerate strategic infrastructure projects 
by bypassing the tender process. Based 
on the latest news, 35,000MW program 
is one of the strategic projects put under 
this scheme. However, more details and 
information needed to clarify the process, 
such as requirements for the investor, the 
selection process, and certainty of the law.

Technology
Learning from the past program FTP I and 
FTP II, technology played important role in 
deciding the success of power plant. 

Damage to equipment and facility for 
operations is also a main issue; the use of 
old equipment, accelerated development 
of power plants without accurate 
planning, or to use new technologies that 
have never been used before. Human 
errors in operating the facilities are also 
taken into account. There are also risks 
associated with production and operation 
of power plants.

As new technology is being developed, 
Indonesia needs to catch up with its 
peers in adopting new technology. 
Capacity building for all personnel in 
the power sector is crucial to ensure 
smooth adoption of this technology. 
Other consideration is the cost of the 
new technology. As time goes, innovation 
will be developed through R&D. As a 
result, the cost of this new technology 
will drop significantly. However, timing 
is crucial. Indonesia shouldn’t wait until 
the technology becomes more feasible by 
sticking with existing technology. Energy 
demand will continue increasing without 
considering technology development.

Distribution and transmission
Electric power transmission and 
distribution losses (% of output) in 
Indonesia were last measured at 9.1% 
in 2012, according to the World 
Bank. Electric power transmission 
and distribution losses include losses 
in transmission between sources of 
supply and points of distribution and 
in the distribution to consumers, 
including pilferage. The nation’s energy 
framework comprises of eight household 
interconnected frameworks and 600 
isolated grids, all of which are operated by 
PLN. The Java-Bali system is one with the 
highest voltage transmission networks and 
is highlighted by high transmission losses. 
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In 2008, the technical transmission losses 
were near to 11%, an outcome of a five 
year-long period with limited investment 
and maintenance.

Today, Indonesia’s power generation 
runs at full capacity and it is just enough 
to cover demand. Any demand hikes 
would have restricted support. On the 
other hand, increasing demand forces 
PLN to implement rolling blackouts 
intentionally, just to avoid blackouts of 
the entire system. In 2009, the national 
normal hours of power outages every day 
were 3.8 hours.  This disrupted supply of 
electricity encouraged the use of captive 
generation, and diesel generators are 
most commonly used. However, the 
government has planned to build 46,000 
km of transmission lines to support the 
development of the 35,000 MW program. 
It will cost around IDR 200-250 trillion 
(USD 15-19 billion). This new project will 
most likely reduce transmission losses, 
and for the first time enable Indonesian 
producers to export potential excess 
electricity, as well as import electricity in 
peak periods.

Clean Energy 
The government of Indonesia recently 
announced that they are targeting to have 
25% of the total power production of 
Indonesia from renewable sources. They 
set a target of 2025 to achieve this target 
and they are planning to have Bali as the 
center of the clean energy movement 
in 3 years. Asian Development Bank has 
signed an agreement to lend Indonesia’s 
government US$ 500 million to research 
and develop renewable energy sources.

40% of the world’s geothermal potential 
is located in Indonesia with estimated 
resources and reserves totaling 28,000 
MW. Sumatra holds most of these, 
followed by Java. Hydroelectric power 
boasts even greater potential than 
geothermal energy, estimated at around 
75,000 MW. 

Photovoltaic solar energy (PV) is one of 
the most neglected forms of renewable 
energy in Indonesia, though it, too, could 
contribute significantly to quenching the 
country’s thirst for electricity. Located 
on the equator, Indonesia is blessed 
with strong solar radiation, especially in 
eastern and southern regions, including 
East Java. Solar power is well suited for 
electrifying rural regions. Besides that 
there is increasing interest in developing 
wind, biofuel and biomass power 
generation. Based on recent news, PLN is 
working together with a foreign investor 
who is interested in developing biogas 
power plants from seaweed in North 
Sulawesi, East Java, and Bali. Directorate 
General for Renewable Energy and 
Energy Conversation mentions that the 
government will support a biogas power 
plant from seaweed project in Bali through 
the national state budget in 2016. This 
means that there is a very large potential 
for renewable energy sources in Indonesia. 

The challenges are that to explore, drill 
and research for renewable energy, is 
still very expensive and prone to risk. 
There is also another issue in which the 
government tariff cannot recover the 
investment required. The government of 
Indonesia has announced an incentive for 
renewable energy power plants in which 
they raise their price through feed-in tariffs 
and also absorb the risk when drilling. 
In addition, the locations for developing 
renewable energy are usually in rural 
areas. For example, most geothermal 
reserves are located underneath forest 
areas where most forest is protected under 
environmental law and regulation. Hence, 
a better coordination between ministries 
and agencies to solve the tangled threads 
of renewable energy in Indonesia.
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Solar Energy
There are several innovations done in solar power to generate electricity. Recent technology has resulted in 3D 
printers being able to print solar panels. Having this technology can increase the local content and can reduce 
the cost of solar power plant in Indonesia. This technology adaptation will result in solar panel becoming more 
affordable for the people.

Source: Deloitte research from publicly available information

Solar thermal power is a combination of solar power and gas power plant. The heat absorbed through the 
solar panels are used to heat  up a special oil called thermoil which in turn, will heat up the water, producing 
steam, which moves the turbine to produce electricity. When no heat is generated from the sun, the plant has a 
backup natural gas to produce steam to drive the generator.

Source: Deloitte research from publicly available information

In Kidston, Australia, Genex Power, an Australian renewable energies company, bought an unused gold mine 
to build it into a 330 MW pumped storage hydroelectricity project. The mine has two pits, one which is placed 
higher than the other. The plan of Genex is to install a 150 MW photovoltaic solar power station in it, which 
would provide the power to pump the water from the lower mine pit to the higher mine pit during the day. At 
night, or when it needs to be used, the water will be released from the higher mine pit to the lower mine pit, 
turning the turbines, generating 330 MW of power. The 150 MW solar power can also be sold if there is excess 
power or when it is not used to pump water. This can be implemented in Sumatra and Kalimantan where 
there are a lot of mines and quarries. Indonesia has also started to construct a pumped storage power plant in 
Cisokan in Bandung with a capacity of 1040 MW and plans to build another in Matenggeng in West Java with 
a capacity of 900 – 1200 MW. 
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There are also many portable solar power generators available in the market. Smaller solar power generators 
are mobile and can be brought anywhere that needs power as an alternative to diesel-powered generators. 

Wind Energy
A company in Rotterdam has invented a new type of wind turbine, called the Liam F1 Urban Wind Turbine. This 
turbine, also known as Archimedean Wind Turbine, cuts noise pollution considerably and also has an efficiency 
of around 80% from the maximum possible energy, while traditional wind turbines have a maximum of around 
50% of efficiency. This efficiency means that even with a moderate breeze, the turbine will still produce a 
considerable amount of electricity. The turbine can also be applied in high rise building when there is a wind 
flux. It may be combined with solar panel to provide electricity for the building.

Biomass
Indonesia is the largest crude palm oil producer in the world; almost 90% of world crude palm oil production 
is located in Indonesia and Malaysia. In the process to extract crude palm oil and palm kernel from fresh fruit 
bunch (FFB), considerable amounts of by-products such as fiber, shell, empty fruit bunch (EFB) and palm oil mill 
effluent are also generated. These residues are the main energy resources that can be processed and converted 
to useful energies such as electricity, steam and heat.

Source: Deloitte research from publicly available information

Based on research done in Malaysia, the waste from CPO production can produce up to 10 MW per 60 ton 
of FFB per hour mill. It is estimated that there are more than 1000 CPO mills in Indonesia. If half of the mills 
in Indonesia use residues to produce energy, there could be an additional 5 GW of electricity. This is enough 
capacity to provide critical support to the 35,000 MW program. Besides that, most of palm oil plantations are 
located in rural areas. The excess capacity could be distributed to users near the plantations.

Kencana Agri Limited developed a renewable biomass power plant in Bangka Island. The power plant has a 
capacity of 6 MW. It was on trial in 2007 but now the company has signed a PPA contract with PLN. Kencana 
Agri also has a renewable biomass power plant in Belitung with a capacity of 7.5 MW.

Nuclear Energy
Indonesia has started to look at nuclear energy to produce power. The kind of nuclear energy that Indonesia is 
considering building are Thorium reactors which have been started to be developed over the past few years in 
India. The major difference between Thorium and the usual Plutonium reactors is that the waste product beaks 
down within 1,000 years while Plutonium’s waste product needs tens of thousands of years to break down. 
The waste product of Thorium reactors is also unable to be used in bombs, unlike Plutonium. This means that 
Indonesia could get support from United States and other large countries for its nuclear program because it 
would not produce material for nuclear bombs. This source of energy, though, is still at a very early stage and 
there are still many Indonesian decision makers and citizens who are against any form of nuclear power.
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Uncertainty and Red Tape
Although the government is encouraging and being very optimistic about the 35,000 MW program, and there 
are a lot of investors interested in the 35,000 MW project, the operating entity, PT PLN, seems to be very 
cautious in signing PPAs and reviewing or tendering IPP projects. Being prudent and assertive are the actions 
that investors demand. However, it should not prevent the development of the 35,000MW program and hinder 
investors to take part in the program. Potential investors are ready to start building the power plants. There is a 
need to speed up the reformation process inside PLN. There are also a lot of uncertainties from PLN regarding 
the projects and tender process that made investors confused and uncertain to invest in this project.

As discussed previously, the funding scheme for this 35,000MW is heavily reliant on the private sector. Hence 
it is assumed that the private sector needs to be heavily involved. However as the private sector is actively 
looking for information, there is no reciprocal action from the other side. Based on discussion with potential 
investors, the investors see that the PLN management and government officials seem unresponsive to address 
the concerns and give certainty to the investors in relation to the 35,000MW program. There is still debate 
inside the government itself on how to pursue and implement this program. This situation creates confusion to 
potentials investors in deciding on their investment in this sector.

PT PLN is currently being very careful with their tender, direct appointment and direct selection processes due 
to the experience of previous management being charged with corruption. The current management lacks 
the courage to make decisions. Because of this, there are unideal circumstances suffered by both the PLN and 
the investors such as the dilemma between price and quality. Every action of the PLN and its decisions are 
monitored closely and will be questioned thoroughly.  This results in postponement and the hold up in PPA 
deals with IPPs by PLN. There is a small light to address this matter by issuing presidential regulation to protect 
management taking corporate action. There is even a plan to issue a presidential decree which would allow the 
35,000MW program to proceed without tender process. However, all these actions will take some time to be 
realized and potential investors may run out of patience.
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“To solve the land acquisition problem, does 
PLN plan to acquire land first for the IPP, and 
then the bidders will pay PLN what they paid 
for the land? There are two advantages of 
using this method, first it shortens the time 
to build power plants as land is ready to be 
used. Second, the image of PLN as a state-
owned company is better in the eyes of the 
local residents because if private companies 
buy their land for an IPP project, then they 
would raise the price to make a profit. It is 
also cost-saving for the investors.”

Question asked during Deloitte Indonesia Executive Briefing 
“35,000 MW: A Light for Nation – Opportunities and Challenges”
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E. Key Actions

Based on discussions with all stakeholders in the power industry, i.e. regulators, PLN, IPP players, energy 
experts, and consultants; below are immediate actions that ought to be taken by government to accelerate 
35,000MW program.

There needs to be a wide spread socialization and clarification regarding rules and regulations for investors, 
agencies and PLN so that everyone is on the same understanding, such as the clarification regarding currency 
used in transactions between IPP and PLN. Clarification is also needed by investors regarding the ESDM Minister 
Decree no. 03/2015. Clarification needed to be made to reduce the delay in administration which can result in 
the postponement of the development of new power plants. 

The local content regulation which is issued by the industrial ministry needs to be recalculated to reflect the 
capacity and ability of our local industries right now. If the local industries are lacking in supply, it will result in 
the postponement of the development. Investors have concerns about the ability of local industries to supply at 
a level sufficient to secure the development of this program.

To ensure that the progress of the development of the 35,000 MW project is not delayed further, PLN and 
the government agencies need to be more proactive in addressing the concerns and enquiries from investors. 
Supporting regulation, ensuring the decisions made by PLN regarding direct selection and direct appointment 
will have no further implications in the future, needs to be issued because without that, the management inside 
PLN itself are not able to make any decisions or sign PPA contracts because they are afraid their decision will be 
questioned and they can be sanctioned.

Investors are uncertain about participating in the 35,000 MW project. Most news and information show there 
is still debate in implementing regulations. Although high level government officials encourage acceleration 
of the 35,000 MW program, the PLN and supporting agencies seem to not be in the same mindset and are 
instead, issuing regulations protecting themselves which harms the investor’s interests in participating. As 
discussed, investors are eager and ready to develop the 35,000MW program as long as government can 
provide clear guidance and certainty.

On top of these issues, Ministry of Energy and Mineral Resources should act as champion for this program. The 
Ministry should work together with other Ministries and agencies to make this program successful. Investors 
hope there will be a better coordination between all regulators. Current news reads as if the government 
has not achieved an agreement internally regarding the 35,000 MW program. In order to make this project 
succeed, all parties must believe that it can be achieved and act together with the same objective. Strong and 
charismatic leaders are required to head this project and achieve the ambitious dream.

Clearing up these issues will help to clear obstacles faced by both PLN and foreign investors and also 
encourages prospective investors to participate in the 35,000 MW program. These will accelerate the 
development of the 35,000 MW project itself. Indeed, the 35,000 MW program will be a light for the nation 
and it won’t be just an empty promises of the current government.
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About Deloitte Infrastructure and Capital Projects (I&CP)
Deloitte’s Infrastructure & Capital Projects practice in Southeast Asia provides assistance to our clients in their 
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investment.

Financing & Procurement

Raising project finance; 
establishing and managing 
the procurement process to 
acquire services, material or 
equipment to deliver the 
project, and prioritizing 
capital allocation between 
projects.

Project Execution & 
Construction

Setting up the project for 
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client capabilities to deliver on 
time and to budget.

Operations & 
Maintenance

Assessing ongoing lifecycle 
costs and providing insights 
around optimizing the 
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Disposal, Transaction & 
Decommissioning

Determining when and how 
to discontinue investing in an 
asset, and transaction 
advisory services for investors 
in infrastructure assets
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1. Mine Mouth Power Plant

Net Capacity Unit (MW) 100 150 300 600
Price (cent USD/kWh) 8.2089 7.562 7.1862 6.9012

Availability Factor (AF)
Contract Term
Heart Rate Kkal/kWh 3200 3000 2900 2700
Calorific Value (gar) Kkal/kg
Coal Price USD/ton (CIF)

2. Coal-fired Power Plant non-Mine Mouth

Net Capacity Unit (MW) ≤ 10 15 25 50 100 150 300 600 1000
Price (cent USD/kWh) 11.82 10.61 10.6 9.11 8.43 7.84 7.25 6.96 6.31

Availability Factor (AF)
Contract Term
Heart Rate  Kkal/kWh 4160 3500 3450 3200 3000 2800 2600 2450 2290
Calorific Value (gar) Kkal/kg
Coal Price USD/ton (CIF)

For Coal Price, we are using the Passthrough  Principle

3. Machine gas/Gas Power Plant

Net Capacity Unit (MW) 40 - 60 100
Price (cent USD/kWh) 8.64 7.31

Availability Factor (AF)
Contract Term
Heart Rate  Kkal/kWh 9083 8000
Gas Price USD/MMBTU

With provision:
a. If it functions as a peak ing unit , then the calculation of price takes into account the availability
b. For Machine Gas Power Plant, heart rate  is calculated based on factory heart rate
c. Gas price is calculated through passthroughprinciple

4. Hydro Power Plant 

Net Capacity Unit (MW) >10 - <50 50 - 100 >100
Price (cent USD/kWh) 9 8.5 8

Availability Factor (AF)
Contract Term

Assumption:
60%

30 Years

Base Price for Electricity Procurement
Based on ESDM Minister Decree no. 3/2015

Assumption:
85%

20 Years

6

Assumption:
80%

60

25 Years

5000

Assumption:
80%

30 Years

3000
30

Appendix I
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1. Price for Electricity purchase from  micro hydro power plant 

1 - 8 Years 9 - 20 Years
1 Java, Bali, and Madura 1,075 x F 750 x F 1
2 Sumatera 1,075 x F 750 x F 1.1
3 Kalimantan and Sulawesi 1,075 x F 750 x F 1.2

4
West and East Nusa 
Tenggara 1,075 x F 750 x F 1.25

5 Maluku and North Maluku 1,075 x F 750 x F 1.3
6 Papua and West Papua 1,075 x F 750 x F 1.6
7 Java, Bali, and Madura 1,270 x F 770 x F 1
8 Sumatera 1,270 x F 770 x F 1.1
9 Kalimantan and Sulawesi 1,270 x F 770 x F 1.2

10
West and East Nusa 
Tenggara 1,270 x F 770 x F 1.25

11 Maluku and North Maluku 1,270 x F 770 x F 1.3
12 Papua and West Papua 1,270 x F 770 x F 1.6

F Factor is calculated factor from the area/location where the power plant is located 

2. Price for electricity purchase from micro hydro power plant which utilizes 
    dam and/or irrigation and in which the construction is multipurpose

1 - 8 Years 9 - 20 Years
1 Java, Bali, and Madura 967.5 x F 675 x F 1
2 Sumatera 967.5 x F 675 x F 1.1
3 Kalimantan and Sulawesi 967.5 x F 675 x F 1.2

4
West and East Nusa 
Tenggara 967.5 x F 675 x F 1.25

5 Maluku and North Maluku 967.5 x F 675 x F 1.3
6 Papua and West Papua 967.5 x F 675 x F 1.6
7 Java, Bali, and Madura 1,143 x F 693 x F 1
8 Sumatera 1,143 x F 693 x F 1.1
9 Kalimantan and Sulawesi 1,143 x F 693 x F 1.2

10
West and East Nusa 
Tenggara 1,143 x F 693 x F 1.25

11 Maluku and North Maluku 1,143 x F 693 x F 1.3
12 Papua and West Papua 1,143 x F 693 x F 1.6

F Factor is calculated factor from the area/location where the power plant is located

F Factor

Middle Capacity 
(until 10 MW)

Low Capacity      
(Until 250 kW)

Base Price for Micro Hydro Power Plants 
Based on ESDM Minister Decree No. 22/2014

Middle Capacity 
(until 10 MW)

Low Capacity      
(Until 250 kW)

No. Plant Capacity Location/Area
Purchase Price (Rp./kWh)

Plant Capacity Location/AreaNo. 
Purchase Price (Rp./kWh)

F Factor

Appendix II
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Type up to 15 MW 15 to 25 MW 25 to 100 MW 100 to 600 MW 600 MW and Above
Materials 67.95% 45.36% 40.85% 38.00% 36.10%
Service 96.31% 91.99% 88.07% 71.33% 71.33%
Materials and Services 70.79% 49.09% 44.14% 40.00% 38.21%

Type up to 15 MW 15 to 50 MW 50 to 150 MW 150 MW and above
Materials 64.20% 49.84% 48.11% 47.82%
Service 86.06% 55.54% 51.10% 46.98%
Materials and Services 70.76% 51.60% 49.00% 47.60%

Type up to 5 MW 5 to 10 MW 10 to 60 MW 60 to 110 MW 110 MW and Above
Materials 31.30% 21.00% 15.70% 16.30% 16.00%
Service 89.18% 82.30% 74.10% 60.10% 58.40%
Materials and Services 42.00% 40.45% 33.24% 29.21% 28.95%

Type Up to 100 MW 
Materials 43.69%
Service 96.31%
Materials and Services 48.96%

Type up to 50 MW 50 to 100 MW 100 to 300 MW 300 MW and Above
Materials 40.00% 35.71% 30.67% 25.63%
Service 71.53% 71.53% 71.53% 71.53%
Materials and Services 47.88% 40.00% 34.76% 30.22%

Type Solar Home System Communal
Materials 30.14% 25.63%
Service 100.00% 100.00%
Materials and Services 53.07% 43.85%

Type 70 kV 150 kV 275 kV 500 kV
Materials 70.21% 70.21% 68.23% 68.23%
Service 100.00% 100.00% 100.00% 100.00%
Materials and Services 76.17% 76.17% 74.59% 74.59%

Type 150 kV
Materials 15.00%
Service 83.00%
Materials and Services 28.60%

Type 70 kV 150 kV
Materials 45.50% 45.50%
Service 100.00% 100.00%
Materials and Services 56.40% 56.40%

Type 70 kV 150 kV Extra High  275 kV Extra High  500 kV
Materials 41.91% 40.66% 22.42% 21.51%
Service 99.98% 99.98% 74.54% 74.67%
Materials and Services 65.14% 64.39% 43.27% 42.77%

Type 150 Kv Extra High  150 kV
Materials 14.27% 11.19%
Service 26.68% 26.68%
Materials and Services 19.24% 17.39%

GIS

Hydro Power Plant (Non-Storage Pump)

Transmission

Sea

Ground

Substation

Local Content Regulation for Power Plants

Gas Power Plant

Solar Power Plant

Gas Steam Power Plant

Air 

Steam Power Plant (Coal, Biomass)
Based on Industrial Minister Decree No. 54/2012

Geothermal Power Plant

Appendix III
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Type Name of Project Location Capacity (MW)
Steam Power Plant Jawa 1 (Cirebon Expansion) West Java 1 x 1000
Hydro Power Plant Hasang North Sumatra 40
Hydro Power Plant Malea South Sulawesi 90

Steam Power Plant
Jeneponto-2 (Jeneponto 
Expansion)

South Sulawesi 2 x 112.5

Wind Power Plant Samas Jogjakarta 50
Hydro Power Plant Meurebo Aceh 56
Hydro Power Plant Merangin Jambi 350

Steam Power Plant
Sumsel-6 (Sp Belimbing 
Expansion)

South Sumatra 2 x 300

Hydro Power Plant Kerangkates & Kesamben East Java 137
Gas/Steam Power Plant Senipah Expansion East Kalimantan 1 x 35

Steam Power Plant
Kaltim 4 (Expansion-2 
Embalut)

East Kalimantan
2 x 100

Steam Power Plant Jawa-4 (Expansion Tj Jati B) Central Java 2 x 1000

Steam Power Plant
Sulbagut 3 (Expansion 
Molotabu)

Gorontalo 2 x 50

Hydro Power Plant Wai Tina Maluku 12
Hydro Power Plant Sidikalang-1 North Sumatra 15
Hydro Power Plant Tabulahan West Sulawesi 20
Hydro Power Plant Masupu West Sulawesi 36
Hydro Power Plant Salu Uro South Sulawesi 95

Steam Power Plant
Sumsel-7 (Expansion Sumsel-
5)

South Sulawesi
1 x 300

Steam Power Plant Jawa-8 (Expansion Cilacap) Central Java 1 x 1000
Hydro Power Plant Kalaena-1 South Sulawesi 54
Hydro Power Plant Paleleng South Sulawesi 40
Hydro Power Plant Poso 1 Central Sulawesi 120
Steam Power Plant Jawa-9 (Expansion Banten) Banten 1 x 600
Hydro Power Plant Air Putih West Sumatera 21

Type Name of Project Location Capacity (MW)
Steam Power Plant Jawa-5 Banten 2 x 1000

 List of IPPs by Direct Selection (Ongoing/Planning)
Taken from PLN 

 List of IPPs by Direct Appointment (Ongoing/Planning)
Taken from PLN 

Appendix IV
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Type Name of Project Location Capacity (MW)
Steam Power Plant Kalbar-1 West Kalimantan 2 x 100
Steam Power Plant Kendari 3 South East Sulawesi 2 x 50
Steam Power Plant Sumsel 9 South Sumatra 2 x 600
Steam Power Plant Sumsel 10 South Sumatra 1 x 600
Steam Power Plant Sumbagsel-1 MT South Sumatra 2 x 150
Steam Power Plant Meulaboh 3&4 Aceh 2 x 200
Steam Power Plant Bengkulu Bengkulu 2 x 100

Steam Power Plant Sulbagut 1
North Sulawesi/ 
Gorontalo

2 x 50

Steam Power Plant Sumsel-1 MT South Sumatra 2x300
Gas Turbine Power Plant Bangka Peaker Bangka Belitung 100
Steam Power Plant Jawa-7 Banten 2 x 1000
Steam Power Plant Muko Muko Bengkulu 2 x 7
Steam Power Plant Jambi Jambi 2 x 600
Gas Engine Power Plant Luwuk Central Sulawesi 40
Combined Cycle Power Plant Riau Riau 250
Combined Cycle Power Plant Jawa-1 West Java 2 x 800
Steam Power Plant Sinabang Aceh 2 x 7
Gas Turbine/ Gas Engine 
Power Plant

Pontianak Peaker West Kalimantan
100

Combined Cycle Power Plant Sumut Belawan/North Sumatra 250
Combined Cycle Power Plant Sulbagut 3 North Sulawesi 200
Combined Cycle Power Plant Sulsel South Sulawesi 150

Combined Cycle Power Plant Kalselteng
South/ Central 
Kalimantan 200

Combined Cycle Power Plant Peaker Jawa Bali 1 West Java 400
Combined Cycle Power Plant Peaker Jawa Bali 2 East Java 500
Combined Cycle Power Plant Peaker Jawa Bali 3 Banten 500
Combined Cycle Power Plant Peaker Jawa Bali 4 West Java 450
Gas Turbine/ Gas Engine 
Power Plant

Jambi Peaker Jambi
100

Combined Cycle Power Plant Jawa-3 East Java 1 x 800
Combined Cycle Power Plant Sumbagut 1 North Sumatra 250
Combined Cycle Power Plant Sumbagut 3 North Sumatra 250
Combined Cycle Power Plant Sumbagut 4 Aceh 250
Steam Power Plant Sulut 3 North Sulawesi 2 x 50
Gas Turbine/ Gas Engine 
Power Plant

TB Karimun Riau
40

Gas Turbine/ Gas Engine 
Power Plant

Natuna 2 Riau
25

Gas Engine Power Plant Tanjung Pinang 2 Riau 30
Gas Engine Power Plant Dabo Singkep 1 Riau 16
Gas Engine Power Plant Bengkalis Riau 18
Gas Engine Power Plant Selat Panjang-1 Riau 15
Gas Engine Power Plant Tanjung Batu Riau 15
Gas Turbine/ Gas Engine 
Power Plant

Belitung Bangka Belitung Island
30

Steam Power Plant Jawa 10 Central Java 1 x 660
Steam Power Plant Riau Kemitraan Riau 2 x 600

Steam Power Plant Bangka 1
Bangka Belitung Island 2 x 100

Steam Power Plant Kalselteng-3 Central Kalimantan 2 x 100
Steam Power Plant Kalbar 2 West Kalimantan 2 x 200
Gas Turbine/ Gas Engine 
Power Plant

Natuna 3 Riau
25

Gas Engine Power Plant Dabo Singkep 2 Riau 16
Steam Power Plant Kaltim 3 East Kalimantan 2 x 200

 List of IPPs by Open Tender (Ongoing/Planning)
Taken from PLN 
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Type Name of Project Location Capacity (MW)
Steam Power Plant Kalbar-1 West Kalimantan 2 x 100
Steam Power Plant Kendari 3 South East Sulawesi 2 x 50
Steam Power Plant Sumsel 9 South Sumatra 2 x 600
Steam Power Plant Sumsel 10 South Sumatra 1 x 600
Steam Power Plant Sumbagsel-1 MT South Sumatra 2 x 150
Steam Power Plant Meulaboh 3&4 Aceh 2 x 200
Steam Power Plant Bengkulu Bengkulu 2 x 100

Steam Power Plant Sulbagut 1
North Sulawesi/ 
Gorontalo

2 x 50

Steam Power Plant Sumsel-1 MT South Sumatra 2x300
Gas Turbine Power Plant Bangka Peaker Bangka Belitung 100
Steam Power Plant Jawa-7 Banten 2 x 1000
Steam Power Plant Muko Muko Bengkulu 2 x 7
Steam Power Plant Jambi Jambi 2 x 600
Gas Engine Power Plant Luwuk Central Sulawesi 40
Combined Cycle Power Plant Riau Riau 250
Combined Cycle Power Plant Jawa-1 West Java 2 x 800
Steam Power Plant Sinabang Aceh 2 x 7
Gas Turbine/ Gas Engine 
Power Plant

Pontianak Peaker West Kalimantan
100

Combined Cycle Power Plant Sumut Belawan/North Sumatra 250
Combined Cycle Power Plant Sulbagut 3 North Sulawesi 200
Combined Cycle Power Plant Sulsel South Sulawesi 150

Combined Cycle Power Plant Kalselteng
South/ Central 
Kalimantan 200

Combined Cycle Power Plant Peaker Jawa Bali 1 West Java 400
Combined Cycle Power Plant Peaker Jawa Bali 2 East Java 500
Combined Cycle Power Plant Peaker Jawa Bali 3 Banten 500
Combined Cycle Power Plant Peaker Jawa Bali 4 West Java 450
Gas Turbine/ Gas Engine 
Power Plant

Jambi Peaker Jambi
100

Combined Cycle Power Plant Jawa-3 East Java 1 x 800
Combined Cycle Power Plant Sumbagut 1 North Sumatra 250
Combined Cycle Power Plant Sumbagut 3 North Sumatra 250
Combined Cycle Power Plant Sumbagut 4 Aceh 250
Steam Power Plant Sulut 3 North Sulawesi 2 x 50
Gas Turbine/ Gas Engine 
Power Plant

TB Karimun Riau
40

Gas Turbine/ Gas Engine 
Power Plant

Natuna 2 Riau
25

Gas Engine Power Plant Tanjung Pinang 2 Riau 30
Gas Engine Power Plant Dabo Singkep 1 Riau 16
Gas Engine Power Plant Bengkalis Riau 18
Gas Engine Power Plant Selat Panjang-1 Riau 15
Gas Engine Power Plant Tanjung Batu Riau 15
Gas Turbine/ Gas Engine 
Power Plant

Belitung Bangka Belitung Island
30

Steam Power Plant Jawa 10 Central Java 1 x 660
Steam Power Plant Riau Kemitraan Riau 2 x 600

Steam Power Plant Bangka 1
Bangka Belitung Island 2 x 100

Steam Power Plant Kalselteng-3 Central Kalimantan 2 x 100
Steam Power Plant Kalbar 2 West Kalimantan 2 x 200
Gas Turbine/ Gas Engine 
Power Plant

Natuna 3 Riau
25

Gas Engine Power Plant Dabo Singkep 2 Riau 16
Steam Power Plant Kaltim 3 East Kalimantan 2 x 200

 List of IPPs by Open Tender (Ongoing/Planning)
Taken from PLN 

Type Name of Project Location Capacity (MW)
Steam Power Plant Lontar Expansion Banten 1 x 315
Gas Turbine/ Gas Engine 
Power Plant Gorontalo Peaker Gorontalo 100
Hydro Power Plant Upper Cisokan PS West Java 1,040
Gas Engine Power Plant Karimunjawa South East Java 4
Combined Cycle Power Plant Grati Peaker East Java 450
Combined Cycle Power Plant Lombok Peaker West Nusa Tenggara 150
Hydro Power Plant Asahan North Sumatra 2 x 87
Diesel Power Plant Spread out Spread 68
Geothermal Power Plant Hululais Bengkulu 55
Steam Power Plant Indramayu  4 West Java 1000
Combined Cycle Power Plant Muara Karang Peaker Jakarta 500
Combined Cycle Power Plant Jawa 2 (Tj. Priok) Jakarta 800
Combined Cycle Power Plant Grati Add on Block 2 East Java 150

Combined Cycle Power Plant
Muara Tawar Add on Unit 
2,3,4 West Java 650

Steam Power Plant Kalselteng 2 Central Kalimantan 2 x 100
Gas Turbine/ Gas Engine 
Power Plant Lampung Peaker Lampung 200
Geothermal Power Plant Tulehu Maluku 20
Steam Power Plant Lombok West Nusa Tenggara 2 x 50
Steam Power Plant Lombok 2 West Nusa Tenggara 50
Steam Power Plant Timor 1 East Nusa Tenggara 2 x 25
Geothermal Power Plant Mataloko East Nusa Tenggara 20
Geothermal Power Plant Ulumbu 5 East Nusa Tenggara 5
Gas Turbine/ Gas Engine 
Power Plant Riau Peaker Riau 200
Steam Power Plant Sulsel Barru 2 South Sulawesi 1 x 100
Combined Cycle Power Plant Makassar Peaker South Sulawesi 450
Combined Cycle Power Plant Sulsel Peaker South Sulawesi 450
Steam Power Plant Sulsel 2 South Sulawesi 200
Steam Power Plant Palu 3 Central Sulawesi 2 x 50
Steam Power Plant Bau Bau South East Sulawesi
Steam Power Plant Sulut 1 North Sulawesi
Gas Turbine/ Gas Engine 
Power Plant Mobile Spread 1565
Gas Engine Power Plant Spread out Spread 665
Combined Cycle Power Plant Spread out Spread 450
Gas Turbine/ Gas Engine 
Power Plant Spread out Spread 250
Micro Hydro Power Plant Spread out Spread 50

 List of PLN Procurement by Open Tender (Ongoing/Planning)
Taken from PLN 
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Appendix V
Special Economic Zones (SEZ) Development in Indonesia

Industrial Estate Development by Government

Sei Mangkei SEZ (North Sumatra)
• Palm oil processing industry
• Rubber processing industry
• Fertilizer and various industry
• Logistics
• Tourism

Tanjung Api-Api SEZ
(South Sumatra)
• Rubber processing industry
• Oil processing industry
• Petrochemical industry

Maloy Batuta Trans Kalimantan 
(MBTK) SEZ (East Kalimantan)
• Palm oil processing industry
• Logistics

Tanjung Lesung SEZ 
(Banten)
• Tourism

Mandalika SEZ
(West Nusa Tenggara)
• Tourism

Palu SEZ (Central Sulawesi)
• Manufacturing industry
• Agro industry (cocoa, rubber, sea

grass, rattan)
• Processing industry (nickel, iron

ore, gold)
• Logistics

Bitung SEZ (North Sulawesi)
• Fisheries processing industry
• Agro industry (oil and herbs)
• Various industry
• Logistics

Morotai SEZ (North Maluku)
• Tourism
• Fish processing industry
• Business & logistics

West Kalimantan

South Sulawesi

East Nusa Tenggara

Maluku

Sorong, West Papua

Merauke, Papua

Proposed location based 
on RPJMN

Existing location
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