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In brief: The Parliament of the Republic of Indonesia recently passed a new electricity law that will replace the existing 

Law No.15 of 1985. Partners Widyawan (view CV) and David Holme (view CV) and Senior Associate Made Satwika review 

the new law's key elements. 

 

How does it affect you? 
Under the new electricity law, PT Perusahaan Listrik Negara (PLN) will no longer have a monopoly on supplying and 

distributing to end customers.  

Instead, a licence to provide electricity for public use (IUPTL) may be granted to (among others) private business entities, 

subject to a 'right of first priority' provided to state-owned companies (ie PLN).  

Whether the new electricity law is able to foster effective competition and increase much-needed investment in the 

Indonesian electricity industry will depend significantly on the manner of its implementation.  

 

Background 
The new electricity law was passed on 8 September 2009, and will become effective after it is signed by the President 

and enacted by the Minister of Law and Human Rights. It will become automatically effective if the President has not 

signed the new electricity law within 30 days following parliamentary approval.  

 

Law No. 20 of 2002 regarding electricity was enacted to replace Law No.15 of 1985; however, in December 2004, the 

Constitutional Court revoked Law No. 20 because key provisions of it contravened the Constitution. The new electricity 

law's purpose is to update the law to better reflect current practice and to strengthen the role of the Regional 

Government (Pemda), in line with the spirit of regional autonomy.  

 

 While under the new electricity law, PLN no longer has a 'monopoly' right to supply and distribute electricity to end 

customers, the new electricity law, unlike Law No. 20 of 2002 (and in line with the Constitutional Court decision), does 

not contemplate disaggregation of PLN's current vertically integrated functions, or the creation of any independent 

market or network operator in Indonesia. This, combined with the absence of any clear principles of open access to 

PLN's transmission network, raises doubts about the new electricity law's ability to facilitate any real competition with 

respect to supply and distribution of electricity to end customers that PLN currently supplies. Instead, it appears that the 

primary focus of the new electricity law is to allow either the Central Government or Pemda (in accordance with their 

respective authorities) to introduce private sector participation in areas not currently electrified. This is subject to a 

'right of first priority' provided to state-owned companies (ie PLN).  

 

However, the new electricity law is currently unclear as to the Central Government and Pemda's respective roles and 

responsibilities, particularly the stipulation or approval of tariffs and the provision of subsidies. Implementing 

regulations will need to clarify these issues, to ensure proper allocation of responsibility and accountability for 

Indonesia's electrification.  

 

  



Key provisions  
General provisions  
Under the new electricity law, PLN is no longer the holder of an exclusive electricity authorisation from the Central 

Government to provide electricity for public use (PKUK – Pemegang Kuasa Usaha Ketenagalistrikan). As a consequence, 

PLN no longer has a monopoly to supply and distribute electricity to end customers.  

 

Instead, the provision of electricity for public use may be carried out by state-owned companies (BUMN), regional-

owned companies (BUMD), private business entities, cooperatives and non-governmental organisations. However, the 

new electricity law gives the right of first priority to BUMN (ie PLN) to supply electricity for public use. 

 

Electricity business licences 
Under the new electricity law, there are two types of electricity licences. 

 Provision of electricity business:  

o Provision of Electricity Business Licence for Public Use (IUPTL – Izin Usaha Penyediaan Tenaga Listrik); 

and  

o Provision of Electricity Business Licence for Own Use (Izin Operasi). 

 Electricity-supporting businesses:  

o Electricity Supporting Services License (Izin Usaha Jasa Penunjang Tenaga Listrik); and  

o Electricity Supporting Industry License (Izin Usaha Industri Penunjang Tenaga Listrik). 

 

An IUPTL covers the following business activities: 

 power generation;  

 transmission;  

 distribution; and/or  

 sale of electricity. 

 

An IUPTL is a licence to carry out an electricity business for public use that is granted, in accordance with their respective 

authorities, by the Minister/Governor/Regent/Mayor to a BUMN, BUMD, private business entity, cooperative or non-

governmental organisation.  

 

The provision of electricity business for public use may be carried out as an integrated activity to cover all business 

activities, from construction and operation of a power plant, to transmission, distribution and sale of electricity to end 

customers, all within one 'business area'. Business activities in distribution and/or sale of electricity to end customers 

will also be restricted to only one 'business area'. Business areas will be stipulated by the Central Government for the 

provision of electricity for public use; however, the new electricity law does not set out the criteria for such business 

areas. It also does not specify whether a single business entity can hold an IUPTL for more than one business area or 

whether a business entity can hold different types of IUPTLs for different business areas. These matters will, 

presumably, be clarified in the implementing regulations. 

 

The new electricity law gives a right of first priority to BUMN (ie PLN) to undertake the provision of electricity for public 

use. It is not clear how this right of first priority will be implemented in practice, as the new electricity law does not 

stipulate a particular procedure, eg a tender process, for the grant of such licences. It is also not clear whether PLN can 



'assign' its right of first priority to investors through a scheme of cooperation or joint venture agreement. Again, these 

issues may be clarified in the implementing regulations. 

 

The Central Government has authority to grant IUPTLs to business entities where: 

 the relevant business area crosses multiple provinces;  

 the business entity is a BUMN; or  

 the business entity sells its power or leases its transmission line to a holder of an IUPTL that is issued by the 

Central Government. 

Guidelines on and procedures for obtaining electricity licences will be subject to Government regulation. 

 

Tariff  
The Central Government, with approval from the Parliament, will stipulate the tariff for electricity that is sold to end 

customers by the holder of an IUPTL, having regard to national and regional interests, as well as to the end consumers' 

and power producer's interests. Meanwhile, for 'regional scope', Pemda, with approval from the Regional Parliament, 

will stipulate the tariff in accordance with tariff guidelines provided by the Central Government. The precise meaning of 

'regional scope' in this context is not clear, and will hopefully be clarified in the implementing regulations.  

 

The Government may stipulate different tariffs in each region within a business area. The holder of an IUPTL is 

prohibited from stipulating a tariff to end customers without approval from the Central Government or Pemda. Failure 

to comply with this may result in an administrative sanction. 

 

The Central Government and Pemda, in accordance with their respective authority, must also approve the sale price of 

electricity from the holder of an IUPTL (ie from the power producer to the holder of an integrated IUPTL) and the fee for 

use of a transmission line.  

 

Open access? 
The Central Government's ability to approve a fee for the use of a transmission line may be designed to facilitate open 

access to transmission facilities. However, it is important to note that the final draft of the new electricity law (unlike 

previous drafts we have reviewed) does not expressly recognise the right of holders of IUPTLs to access transmission 

facilities. The implementing regulations are likely to give some clarification about this. 

 

Compensation to land owners 
The new electricity law gives greater protection to land owners. Holders of IUPTLs must compensate land owners for 

land, as well as for plant and buildings attached to the land, utilised by the holder of an IUPTL for the purposes of, eg, 

constructing a power plant. The holder of an IUPTL for transmission must also provide compensation to land owners 

along the transmission line for the diminution of the economic value of their land. The method of calculating such land 

compensation will be subject to government regulation. 

 

Use of local content 
The new electricity law requires the holders of IUPTLs and electricity supporting industries/services to prioritise local 

content usage. Minimum percentage requirements for local content may be stipulated in implementing regulations to 

be issued by the Ministry of Industry. Failure to comply with these local content requirements may result in 

administrative sanctions.  

 



Cross-border electricity sale and purchase 
The new electricity law allows, with approval from the Central Government, the import of electricity by holders of 

IUPTLs from foreign power producers where: 

 there is a shortage of electricity within a local region;  

 the importation of electricity is only to enable its supply to that local region; and  

 the importation will not harm the national interest in terms of sovereignty, security and economic development.  

On the other hand, the holder of an IUPTL may export electricity to foreign buyers where: 

 local demand is already satisfied;  

 there is no subsidy on the tariff; and  

 it will not harm the quality and reliability of electricity supply in the local region. 

 

Other usage of transmission lines 
Transmission lines may be also used for telecommunication, multimedia and Internet (informatika ), subject to approval 

from the owner of the transmission line and the holding of a network usage licence from the Central 

Government/Pemda, in accordance with their respective authority. 

 

Sanctions  
The new electricity law provides for administrative and criminal sanctions for breach of its provisions.  

 

 Administrative sanctions may be in the form of written warnings, suspension of business activities and/or revocation of 

business licences, and be imposed by the Minister, Governor or Regent/ Mayor in accordance with their respective 

authorities. Any breach may also give rise to imprisonment for a maximum of 10 years and fines of up to IDR 5 billion 

(equivalent to US$500,000). In the case of a breach by a company, criminal sanctions may be imposed on the company 

itself (in the form of the maximum fine plus one third) and/or its management. 

 

Transitional and closing provisions  
The new electricity law's transitional provisions state that PLN, as the state-owned electricity company, is deemed to 

have already obtained an IUPTL, except that the Central Government will issue a new IUPTL to PLN within two years, in 

order to increase PLN's efficiency and effectiveness. Furthermore, all existing electricity licences issued under Law No.15 

of 1985 will continue until their expiry, but must be adjusted within two years to comply with the new electricity law. 

 

While not expressly stated, it is likely that the transition period will be interpreted to commence on the date that the 

new electricity law comes into effect.  

 

It is expected that the implementing regulations will be issued by the Central Government, at the latest, one year after 

the enactment of the new electricity law. 
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