
 

Note on the new regulation of Electricity in Indonesia 

 

General Overview 

 

 Law of the Republic of Indonesia No. 30/2009 concerning Electricity had been passed on 

by the House of Representatives on Tuesday, 8 September 2009; signed into Law by the 

President on 23 September 2009, and had been promulgated in State Gazette number 133 

of 2009. The Law replaced old electricity bill that was legislature on 1985 (Law No 

13/1985).  One of the major intentions of the new bill was to speed up the development of 

electricity networks in the country which currently only covers 68 % of the households. 

Government is targeting 85% of electrification ratio within three years time (in 2015).  

 The new bill incorporates some crucial matters in electricity business that have not been 

regulated in the old one, notably division of electricity business areas, application of 

regional tariffs differentiation, utilization of electricity networks for telecommunication, 

multimedia, and informatics, regulation of cross country electricity selling, and a 

recognition of regional autonomy.    

 The bill partially removes PLN monopoly and gives regional government a greater 

authority in providing direct electricity. Private sector, including foreign companies, can 

also now be participated in such provision. The new bill, however, does not allow for a 

free competition between state-owned electricity company and the private sector. As was 

mandated by the Constitution Court, state owned company (not necessarily be solely 

PLN in the future), is still given the first right for perusal in electricity provision. Private 

companies, cooperatives, regional-owned companies, and Non-Governmental 

Organizations are treated as the second option.  

 The government is still obliged to keep on subsidizing electricity for rural areas and low-

income customers. With the application of regional tariff differentiation and division of 

business areas, the subsidy can now be more selective. Subsidy can also be given to 

private companies that provide electricity in rural and remote areas. 



 Supporting Government Regulations had been created as implementing regulations for 

this Law. Transitional period was taken up to two years. Some of Government 

Regulations are as follows: 

1. Government Regulation on Electricity Provision Business 

2. Government Regulation on Electricity Support Business 

3. Government Regulation on Land Use for Electricity Business  

4. Government Regulation on Electricity Business Areas 

 Major new features in the bill and its differences with the old one are as follows: 

 

I. Authority of Electricity Provision 

 

 Article 4 (1) in the new Law states that electricity provision now falls under authority of 

central and regional government, and are implemented by state-owned as well as 

regional-owned companies. Previous Law ascertained that such authority only belongs to 

central government and solely implemented by one state-owned company, which was 

PLN.  

 The new Law thus gives regional government new authority on electricity provision, with 

the power to set up regional tariffs, issuing permit, establishing regional-owned 

electricity company, etc, which are specifically regulated on the other parts of the Law.  

 The next section in article 4 establishes opportunities for private companies, cooperatives, 

and non-governmental organization to provide direct electricity to customers. Previously 

private parties can only sell its electricity generation to PLN through Independent Power 

Plant (IPP) scheme, not directly to customers.  

 However, state-owned companies are still given the first right of refusal in providing 

electricity. It means opportunities for private companies, cooperatives, NGOs, and 

regional-owned companies to directly sell electricity are only fully available in the areas 

where state-owned networks do not exist. In the areas where such networks exist, they 

can still directly sell electricity by renting PLN’s network for electricity transmission and 

distribution. They also still can have the option for selling their electricity generation to 

PLN, as the usual IPP scheme. 

 



II. Electricity Business 

 

 According to the Law, electricity business is divided into two broad categories: 

1. Electricity power provision, which covers power generation, transmission, 

distribution, and selling.  

2. Electricity Support & Services, which includes consultancy, construction, installation, 

testing and examination, installation operation, maintenance, research & development, 

education and training, and laboratory testing of electricity. 

 A company is allowed to integrate all segments in power provision, which are power 

generation, transmission, distribution, and direct electricity selling, in one company.  

 An integrative company in power provision business will be given exclusive right to 

provide direct electricity in one business area.  Business area is to be appointed by 

government’s decree, depends on the scope of the business. If the area surpasses 

provincial boundaries, it should be appointed by central government. If the area surpasses 

cities boundaries, it should be appointed by provincial government, and if it lies within a 

city, then it should be appointed by local government. The business areas do not 

necessarily follow administrative boundaries.  

 Permit for electricity provision is called Business Permit for Electricity Provision 

(IUPTK = Izin Usaha Penyediaan Tenaga Listrik) which will be given by local, 

provincial, or central government, depends on the scope of the business areas. 

Supervision and control will be done according to the level of government that gives the 

permit.  

 Permit holders have rights to pass river, lake, and sea, either above or under the surface. 

They also have rights to pass public road and railway, enter public and private places 

temporarily, use land and pass on it either on the surface or below, and cut plants that get 

in the transmission way. All must be done in line with existing regulations.    

 On the other hand, permit holders have obligations to provide a reliable and standardize 

electricity. They also must give best services to customers, fulfill electricity safety 

requirements, and prioritize domestic resources. Electricity safety requirements and 

national standards on electricity provision have been regulated by Director General of 

Electricity and Energy Usage in the Ministry of Energy and Mineral Resources. Foreign 



resources (labor and capital goods) can be used if similar resources could not be attained 

locally.  

 A company can also generate, transmit, and distribute power for internal use, using a 

different permit.  

 

III. Electricity Pricing 

 

 Electricity pricing is regulated. Power price and rent cost of electricity networks are 

decided according to good competition principles. Permit holders must consult central or 

local government before applying the prices. They are not allowed to apply the prices 

without consent from central or local government.  

 Electricity tariff for customer is appointed by central or local government (according to 

its level of authority) with the approval of central or local parliament, respectively. In 

case local government could not decide on the tariff, it would be decided by central 

government with the approval from parliament. Tariff could vary between regions within 

one business area.  

 

Opportunities (to be further elaborated) 

 

 With current electrification ratio and electricity demand growing by 9.2 percent per year, 

Indonesia will need to add 16,183 megawatts every year in order to curb power shortages 

and meet increased demand. This will be followed by demand for transmission and 

distribution networks as well as electricity business supports that worth billions of dollars 

a year. The new bill opens up opportunities for private sector to be more directly involved 

in electricity business in Indonesia. 

 Indonesia possess tremendous energy potentials, both come from fossil as well as 

renewable energy resources.  Indonesia produces 0,978 million BOEPD of oil and 1,34 

million BOEPD of natural gas annually, and holds 19,3 billion tons of coal reserves. 

Indonesia also has hydro power potential equals to 75,67 GW, geothermal potential 

equals to 27 GW (40 % of world’s potentials), biomass potential equals to 49,8 GW, and 

wind power equals to 9,3 GW.  



 Government has offered 10.000 MW power plant projects for investors, of which around 

21 % is expected to come from renewable sources. Various taxes and non-taxes 

incentives has been given to investors, for instance through Ministry of Finance 

Regulation No. 154/2008 on October 2008 concerning custom exemption for import of 

capital goods for development of power plant industries.  

 Indonesian electricity condition is varied, creates more type of opportunities. Java-

Madura-Bali-Sumatera islands have been well interconnected to high voltage 

transmission networks. Meanwhile, networks in outer islands comprise of smaller sub-

system that have not been well interconnected (isolated).  

 Electricity demand and supply sometimes scattered around archipelago, makes it 

unattractive in terms of economies of scale. However, it also offers great opportunities 

for smaller scale of investment, for instance in mini-hydro and geothermal power plant 

with capacity below 10 MW.   

 

Links: 

 

1. Ministry of Energy and Mineral Resources, http://www.esdm.go.id/ 

2. Directorate General of Electricity and Energy Usage, http://www.djlpe.esdm.go.id/  

3. Indonesian Electricity Society, http://www.mki-online.org/ 

4. Indonesian state-owned company, PLN,  http://www.pln.co.id/ 
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