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Hasty PrBj ect

t was apparent that the hasty plan
did not work as expected, because
from the so many projects 'only

one' is according to target. Some
were delayed for six months, one year,
two years and even longer. Therefore, it
was no surprise if three targeted projects
dragged on from 2009/2010 to 2013 and
onto 2014.

"It can be observed that the progress
hasjust reached 30 percent. The total de-
velopment has probably been 75 percent
but the ones that had entered the system
and in commissioning arc only 30 per-
cent. It was estimated that by 2012 there
is to be an additional 2500 to become 50
percent, another addition in 2013 and
more by 2014 so that the entire project
will enter the system," Fabby Tumiwa,
executive director of the Institute for
Essential Services Reform (IESR), told
Petrominer recently.

"When the program was first under-
taken in 2006,I immediately wrote a pa-
per why the project was constrained and
hard to run. I identified several things,
namely the hasty preparation, no site
studies and no feasibility studies for l0

000 Mw. Then, there was the financial
scheme, when 85 percent has to be in-
vested by a foreign party and 15 percent
by PLN, in total the amount of funds
required for the project would be enor-
mous."

Also coal supply with no feasibiliry
study. At the time coal supply had not
been thought of and the readiness of
supporting infrastructures such as trans-
mission network and others. A 10 000
Mw capacity is huge but in Kalimantan
and Sumatra no infrastructure had been
built, while large amount of coal had
been dedicated for export.

Those were matters that required
time to solve. The process of tender was
also not so good. It could be observed
from two initial projects won by a Chi-
nese company. Initially the government
insisted that the funding was from China
and with no guarantee. But later on af-
ter the Chinese company won the tender
their bank demanded a guarantee fuom
the Indonesian government otherwise
the loan could not be released. The is-
sue took a long time to process and that
caused delay in the development of the
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proJect.
Therefore, it was no surprise that up

to 2009 where the project should have
been 100 percent completed, only 10 per-
cent of it and they were in Java such as
Paiton and Suralaya in Banten. "If for
instance the power plants are completed
I doubt whether they could immediately
on stream considering the many tech-
nical aspects that were ignored during
development for pursuing quantify and
target," said Fabby.

Fabby added that lately former PLN
President Director Dahlan Iskan and
the incumbent President Director Nur
Pmudji, includes Finance Minister Agus
Martowardojo complained about the
performance of Chinese contractors.
The complaint has just surfaced after the
crash program had been running for five
years.

According to Fabby, this is not a mat-
ter of China or Japan. "The problems be-
gan from the start that encompassed the
ignored technical procedures including
the tender process, that in my opinion
was somewhat discriminating.

"Why should a 300 Mw power plant

Fabby Iumiwa
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be built in Java? What should be built in
Java are 600 Mw and 800 Mw, because
the biggest in Paiton and Suralaya were
600 Mw. If we build 2 x 300 Mw power
plants it would be more expensive com-
pared to one power plant of 600 Mw,"
he stressed.

Fabby opined that the choice of ca-
pacity of the electricity project at the time
was somewhat odd. What was the inter-
est? Until eventually there were technical
problems, funding, and so on. Those are
the issues that hampered the completion.
"The questioned credibility of Chinese
contractors is just one of the factors. The
rest is the unclear mechanism, support-
ing infrastructure, and land matters were
serious constraints. This will continue."

Similar constraints wili continue
in phase II that are mostly geothermal.
Geothermal development has not been
fully undertaken, for instance in conser-
vation forest areas that still require final-
ization. It's true there are funds called
geothermal funds, but not all developers
are good in managing risks.

"There are only few developers that
can manage risk and able to seek funds,
while there are companies that have no
such capacities, only the possession of
license," said Fabby.

He said that the crash program phase
II will also drag on just like phase I.
Moreover, there are additional power
plants by the issuance of Ministerial Reg-
ulation No.1/2012. There are additional
projects from PLN, not only geothermal
and hydro but also CBM that was pri-
orly embodied in Ministerial Regulation
No.1512010. In accordance with target
the government is to develop 6000 Mw
of geothermal up to 2020. "But, I see the
progress is slow, so I'm not sure whether
the target could be met by 2020."

In the coming periods, the problems
to be faced are not only project list but
also structural. It should be put in order
and it is being processed toward that
direction. For example, geothermal has
been given incentives for exploration
and in the revised Ministerial Regula-
tionNo.32/2009 the price has been de-
termined at US$0.09.7/kWh. And there
are geothermal funds and others.

According to Fabby, only companies

that are really credible
will obtain the geother-
mal fund. In addition,
the tender system must be
improved for acquiring a work area and
its l icense. "My suggestion is an interna-
tional bidding process for certain areas
so that international companies will en-
ter. But as far as technology transfer and
human resources development are con-
cerned, a regulation should be made for
foreign developers to partner with iocal
companies. Probably this could help to
overcome the bottleneck from the point
of capacity on the developers' side," he
pointed out.

The geothermal fund should also
be given serious attention regarding the
government regulation, lest the fund will
not be returned to the government if the
project fails. "This must be taken into ac-
count because it will cause moral hazard,
since it is public money through the state
budget, don't let it be enjoyed by those
who have certain interest. From the start
the regulation should be made clear and
firm to prevent moralhazard considering
the high cost of exploration," he assert-
ed. This is also to prevent the recurrence
of the Dieng Patuha and Karaha Bodas
cases although the projects were not yet

running, they claimed to have invested
millions of dollars.

The government should evaluate
phase I. What went wrong in decision
making so as not to recur if one day there
is to be another crash program. "We
evaluate the process and performance,
for instance the tender process whether
or not it had been correct.

"The most crucial thing in phase I at
this moment is evaluation and monitor-
ing and make sure that the power plants
are completed on time and reaching the
performance as expected. Our experi-
ence with the power plant technology of
China that lately enter Indonesia is that
they are below the performance of Ja-
pan," said Fabby.

Not to mention the price of invest-
ment. After winning the tender they still
demand renegotiation. "The question is
what the bidding is for? Their demand
had to be met because of being in a tight
spot. "I think the government needs to
be firm, if a company that had won the
tender does not carry out the project it
has to be terminated." (wr6/T1)
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