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society. Along with over 100 other chapters, TI-Indonesia strives to build a world free from the practices 

and impacts of corruption. 
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Introduction 
 

 

 

 

 

Imagine a world where climate change is spiraling out of control; the Earth is heating up, 

biodiversity on land and sea that once thrived is diminishing, and the environment that was 

once pristine is now plagued with pollution. This is the reality humanity faces today, known 

as the Triple Planetary Crisis. These three interconnected crises create a self-reinforcing 

cycle, posing an existential threat to life on Earth. The Triple Planetary Crisis is not just an 

environmental issue; it is an urgent call to act collectively, swiftly, and holistically to restore 

balance to our planet's life systems.1   

 

Energy transition is one of the most vital solutions to addressing the Triple Planetary Crisis. 

Shifting from fossil-based energy to renewable sources like solar, wind, and hydropower not 

only reduces carbon emissionstͯhe main driver of climate changebͯut also protects 

ecosystems. By reducing fossil resource extraction (e.g., coal), we can curb environmental 

pollution and improve air quality. For Indonesia, a nation heavily reliant on coal, energy 

transition carries even deeper significance. Beyond mitigating the effects of the Triple 

Planetary Crisis, it represents a strategic move to ensure economic sustainability and global 

competitiveness. 

 

Indonesia has committed to achieving Net Zero Emissions (NZE) by 2060 or sooner, aligning 

with global agreements like the Paris Agreement. Transitioning from fossil fuels to renewable 

energy is not only a strategic step to lower carbon emissions but also a tremendous 

opportunity to foster a green economy, create new jobs, and protect biodiversity. Leveraging 

international support, such as the Just Energy Transition Partnership (JETP), Indonesia can 

build a cleaner and more efficient energy infrastructure.   

 

  

 
1  UNFCC (2022) What is the triple planetary crisis? Retrieved from https://unfccc.int/news/what-is-the-triple-

planetary-crisis#:~:text=What%20can%20I%20do%20about,the%20UN%27s%20Act%20Now%20site.  
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However, transitioning from high-carbon energy to sustainable clean energy is not an easy 

journey. Significant challenges await Indonesia, from systemic rent-seeking practices in coal 

and nickel commodities to issues such as corruption and conflicts of interest in the energy 

sector. Therefore, energy transition projects in Indonesia must adopt a fair and transparent 

approach. An effective energy transition not only safeguards the environment, but also paves 

the way for a more inclusive future where society, the environment, and the economy thrive 

together. 

 

The Indonesian government has demonstrated its commitment to energy transition, notably 

through targets for renewable energy development outlined in PLN's 2021-2030 Electricity 

Supply Business Plan (RUPTL). According to RUPTL, Indonesia plans to increase power 

generation capacity by 40,575 MW by 2030, with 51.6% (approximately 20,923 MW) sourced 

from renewable energy. Furthermore, Government Regulation No. 79 of 2014 on National 

Energy Policy (KEN) targets a 23% contribution from renewable energy to the national energy 

mix by 2025. To achieve these ambitious targets, the government aims to attract investors 

through various policies and competitive fiscal incentives in the electricity sector, ultimately 

accelerating the shift to clean energy. 

 

As a concrete step, Indonesiaͻs Ministry of Energy and Mineral Resources issued Ministerial 

Regulation No. 2 of 2024, emphasizing the importance of PLN, as the Indonesiaͻs largest 

electricity utility company, purchasing electricity from renewable energy power plants 

through direct selection mechanisms to reduce CO2 emissions. This was followed by 

Presidential Regulation No. 112 of 2022 which prioritized renewable energy development. 

These regulations require PLN to develop RUPTLs that focus on purchasing electricity from 

renewable energy sources and establishing a roadmap for the early retirement of fossil fuel-

based coal power plants.  
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A.  Anti-Corruption Regulations to Support Energy Transition 
 

 

The energy transition from fossil fuels to low-carbon and environmentally friendly energy 

sources has now become an international mandate. The use of renewable energy 

sources in the electricity generation sector is increasing worldwide. This study highlights 

that this transition also drives investment growth, particularly in the renewable energy 

sector, which is known as a capital-intensive and emerging field. This means that the 

sector requires substantial investments to build infrastructure and implement projects. 

Despite being a "new frontier," the funds circulating in renewable energy projects are 

potentially larger than those in coal-based energy projects. According to IRENA, global 

investments in renewable energy development are estimated to exceed USD 110 trillion 

by 2050, making the sector vulnerable to corruption. The high concentration of capital 

creates opportunities for innovation but also opens gaps for exploitation due to vague 

regulations and low transparency standards. Weak regulations can pave the way for 

market monopolies, stifling innovation, and ignoring social and environmental 

standards. In many cases, this results in bribery, nepotism, or neglect of rules, which 

ultimately harm the public. As a result, there is an urgent need for strict regulations and 

strong transparency mechanisms. 

 

Experiences from other countries, such as Mexico and Kenya, are examined in Chapter 2 

of this study as comparative examples to highlight real challenges in addressing 

corruption risks in the renewable energy sector. In Mexico, conflicts between wind 

energy projects and indigenous communities created opportunities for corruption, 

particularly in licensing processes and land administration. In Kenya, large funding flows 

for solar energy projects from international donors also increased the risk of misuse. The 

lack of transparency in procurement processes and limited competition further 

exacerbated corruption risks in both countries. 

 

To ensure that renewable energy becomes a fair and sustainable solution, serious efforts 

are required to address corruption in this sector. Without strong and transparent 

regulations, the risk of corruption could undermine energy transition efforts, harming the 

country, society, and the environment in the long term. 
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B.  The Complexity of Licensing and Strategies to Mitigate Corruption Risks in 
Electricity Supply Business 

 

 

The complexity of licensing in the electricity supply business in Indonesia is highlighted 

in Chapter 3 of this study, particularly regarding the efficiency and transparency of the 

process. The lengthy duration and numerous stages of licensing, especially for 

renewable energy-based electricity generation, create opportunities for corrupt 

practices. Although the government has integrated the system through the 

implementation of the Online Single Submission (OSS) system, structural weaknesses 

within the licensing regime for renewable energy-based electricity supply in Indonesia 

remain unresolved. 

 

The complexity of the process for renewable energy-based electricity generation in 

Indonesia is not easily untangled because it involves up to seven ministries, local 

governments, and state-owned enterprises, particularly PLN, the countryͻs largest 

electricity supplier. This often results in risks of overlapping bureaucracy. 

 

Before the implementation of the OSS system, corruption risks were a major threat to 

governance in Indonesia's electricity sector. The lengthy licensing processes created 

loopholes for corrupt practices such as extortion, bribery, or document manipulation. 

The lack of transparency in granting licenses and determining electricity supply business 

areas, combined with the involvement of multiple agencies without clear accountability 

mechanisms, further exacerbated the risks of corruption. This condition significantly 

hindered the investment climate in Indonesia, particularly in the renewable energy 

sector. 
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In this study, Transparency International Indonesia identified at least six corruption 

cases in the renewable energy sector from 2013 to 2020. These include: 

 

1. 
Solar Home System 
(SHS) (2013) 

Corruption in project bidding and contracting for 
SHS installation, resulting in state losses. 

2. 
Mamberamo Hydropower 
Plant (2015) 

The project was allocated illegally by the Governor 
of Papua without a bidding process, resulting in 
state losses of Rp. 43.4 billion. 

3. 
Asahan III Hydropower 
Plant (2015) 

Land procurement in a protected forest area was 
misused for personal interests. 

4. 
Deiyai Microhydro Power 
Plant (2016) 

A member of parliament was bribed to include the 
project in the central governmentͻs budget. 

5. 
Kalumpang Solar Power 
Plant (2018) 

Project reports did not match implementation, 
resulting in state losses of Rp322 million. 

6. 
Peusangan Hydropower 
Plant (2020) 

Misappropriation of land compensation, resulting in 
state losses of Rp809.7 million. 

 

 

These cases occurred at various stages of electricity provision, from planning to project 

implementation. They include bid rigging, fictitious projects, bribery, extortion, and 

abuse of authority.  

 

The prevalence of these corruption cases found in 2013-2020 highlights the 

vulnerability of the renewable energy sector. Without effective intervention, corruption 

risks could derail Indonesiaͻs efforts in achieving renewable energy targets and reducing 

carbon emissions ͯ  goals critical for the countryͻs environmental and economic 

sustainability. 
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C.  Unraveling the Complexity of Renewable Energy Electricity Supply in Indonesia 
 

 

The complexity of licensing and the challenges of corruption in the provision of 

renewable energy-based electricity in Indonesia require serious attention, particularly to 

support a more just and sustainable energy transition. The lengthy licensing processes 

involving multiple agencies, combined with weak accountability mechanisms, open the 

door to corrupt practices that can negatively impact both the state and the community. 

Therefore, the purpose of this Corruption Risk Assessment is to analyze anti-corruption 

regulations that can strengthen governance in the renewable energy sector and to 

identify strategies to address corruption risks in licensing and procurement processes. 

 

Readers will be specifically invited to delve deeper into the interconnections and 

entanglements of the existing regulations governing electricity supply in Indonesia and 

to compare them in order to map the loopholes for corrupt practices in this "new field" 

of renewable energy. Using a policy analysis approach, this study aims to explore the 

linkages between various policies affecting the renewable energy sector in Indonesia. 

Policy analysis helps to identify areas that require improvement, as well as to formulate 

more holistic policy recommendations that not only focus on one aspect but also 

integrate various dimensions, such as licensing, transparency, accountability, and 

monitoring.  
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Research Methodology 
 

 

 

 

 

The Corruption Risk Assessment study adopts a public policy analysis approach to 

understand, evaluate, and provide recommendations for policies aimed at solving public 

issues. In this study, the public issue is defined as the supply of renewable energy-based 

electricity in Indonesia. In practice, public policy analysis functions as a tool to assess the 

effectiveness, efficiency, and impact of a policy in achieving established goals while ensuring 

that the policy is implemented based on the principles of transparency, accountability, and 

inclusivity.2 

 

In the context of the transition to renewable energy, many stakeholders are involved in the 

transformation process, including government agencies, the private sector, and the people. 

Energy transition projects also require significant financial resources, whether in the form of 

investments, grants, or loans. The complexity of relationships among stakeholders in these 

projects creates opportunities for fraud and corruption, which, if not mitigated, could hinder 

Indonesia's efforts to achieve energy transition goals, such as the Net Zero Emissions (NZE) 

target by 2060. Hence, the principle of justice becomes a fundamental pillar to support energy 

transition projects. 

 

Public policy analysis plays a strategic role in ensuring that the energy transition is not only 

environmentally sustainable but also free from corruption risks. This study adopts an 

integrative analysis model, combining prospective and retrospective approaches. This 

approach allows the study to evaluate the success of existing policies and identify 

opportunities and challenges for future policy implementation.3 

 

  

 
2  Dunn, W. N. (2015). Public policy analysis: An integrated approach. Routledge. Page. 3-6 
3  Dunn, W. N. (2015). Public policy analysis: An integrated approach. Routledge. Page. 10 - 11 
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The prospective model is used to assess the governmentͻs commitment to supporting the 

energy transition toward the NZE target. In this study, prospective analysis focuses on 

strategic policies, including: 

 

1. PLNͻs 2021-2030 The Electricity Supply Business Plan (RUPTL). 

2. Reviewing the alignment between potential funding under the Just Energy Transition 
Partnership (JETP) program (valued at USD 21.6 billion) and national needs for 
accelerating energy transition while maintaining social justice. 

 

The retrospective model evaluates existing regulations to identify constraints, gaps, and 

potential policy optimizations. This involves analyzing: 

 

Laws and Government Regulations: 

 

1. Law No. 30 of 2009 on Electricity. 

2. Law No. 6 of 2023 on the Ratification of the Job Creation Law. 

3. Government Regulation No. 14/2012 in conjunction with Government Regulation No. 
23 of 2014 on Electricity Business Activities. 

4. Government Regulation No. 25/2021 on the Implementation of Energy and Mineral 
Resources Sector. 

5. Presidential Regulation No. 4/2016 and No. 112/2022 on the acceleration of 
infrastructure development and renewable energy. 

 

Ministerial Regulations: 

 

1. Ministerial Regulation of Energy and Mineral Resources No. 11/2021 on Electricity 
Business Implementation. 

2. Ministerial Regulation of Energy and Mineral Resources No. 2/2024 on Rooftop Solar 
Power Plants Connected to Electricity Supply Business License for Public Use (IUPTLU). 

3. Ministerial Regulation of State-Owned Enterprises No. 1 of 2015 & Ministerial Regulation 
of Energy and Mineral Resources on managing conflict of interest, gratuities, and 
corruption. 

4. Ministerial Regulation of State-Owned Enterprises No. 11 of 2021 on the Implementation 
of Electricity Business. (This regulation serves as the anchor for regulations on electricity 
supply business)  

5. Ministerial Regulation of Energy and Mineral Resources No. 2 of 2024 on Rooftop Solar 
Power Plants Connected to Electricity Supply Business License for Public Use (IUPTLU). 

6. Ministerial Regulation of Energy and Mineral Resources No. 46 of 2016 on Guidelines for 
Managing Conflicts of Interest within the Ministry of Energy and Mineral Resources. 

7. Ministerial Regulation of Energy and Mineral Resources No. 25 of 2014 on the Internal 
Complaint Handling System for Alleged Criminal Acts of Corruption within the Ministry 
of Energy and Mineral Resources. 

8. Ministerial Regulation of Energy and Mineral Resources No. 3/2021 on Gifts and 
Hospitality Control within the Ministry of Energy and Mineral Resources. 
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9. Ministerial Regulation of State-Owned Enterprises No. 1 of 2015 on Guidelines for 
Managing Conflicts of Interest within the Ministry of State-Owned Enterprises 

 

Thus, this study provides a comprehensive overview of the public policy performance in the 

energy sector (simplified to the electricity sector), both in terms of future commitments and 

the achievements of implemented policies, particularly in the context of renewable energy-

based electricity supply in Indonesia.  

 

 

 

Data Collection Techniques 
 

 

A. Desk Research 
 

For data collection, this study employs desk research to gather secondary data from 

various sources. The use of desk research analysis aims to identify patterns and gaps 

that can be exploited for corrupt practices and to evaluate the effectiveness of existing 

regulations. Several sources referenced in this study include: 

 

1. 
Policy 
documents 

Documents such as RUPTL, laws and regulations, as well as other 
sectoral policies related to renewable energy. 

2. 
Institutional 
reports 

Reports from government agencies, PT PLN (Persero), CSOs, and 
institutions researching energy transition issues, both nationally 
and internationally, and reports from the JETP Indonesia 
Secretariat. 

3. 
Academic 
studies 

Scientific articles and journals discussing the risks of corruption 
in the energy transition. 

4. Mass media Investigative news and reports on renewable energy projects. 
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B. Focus Group Discussion (FGD) 
 

In addition to desk research, data collection in this study was also conducted through 

Focus Group Discussions (FGD) to gather perspectives from key stakeholders. FGDs 

were used as a triangulation method to strengthen the findings of the desk research and 

to produce more relevant and applicable recommendations for stakeholders in 

Indonesia's electricity sector, including: 

 

1. 
Industry 
players 

PT PLN (Persero), representing the energy sector and 
renewable energy-based electricity suppliers, to provide 
insights into procurement processes and challenges in the 
field. 

2. 
Civil Society 
Organizations 
(CSO) 

To explore the socio-economic impacts of corruption risks 
in renewable energy-based electricity procurement and to 
provide recommendations in regards to mitigation steps. 

3. 
Academics 
and energy 
experts 

To validate findings and policy analysis from a scientific 
perspective. 

 

 

Data obtained from desk research and FGDs were then systematically analyzed to map 

corruption risks using the Corruption Risk Assessment (CRA) approach to identify risks 

(Risk Identification) to uncover potential risks at every stage of the project, from planning 

and procurement to implementation. Subsequently, a Risk Assessment is conducted to 

categorize risk levels based on regulatory gaps, potential state losses, and their impact 

on achieving energy transition goals. Once this process is completed, the analysis results 

will be used to propose Risk Mitigation measures, offering recommendations for 

preventive actions. Thus, this study is expected to produce relevant recommendations 

to strengthen the governance of the energy transition in Indonesia. 
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Chapter 1.  
Overview of Energy Transition in Indonesia  

& Its Challenges 
 

 

 

 

 

1.1. Energy Transition in Indonesia 
 

 

In 2023, the world experienced the hottest year on record, during which nature's ability to 

absorb carbon was significantly reduced. The remaining forest ecosystems on Earth, which 

serve as primary carbon sinks, were barely able to absorb carbon emissions due to prolonged 

droughts, wildfires, and the increasing rate of deforestation. Meanwhile, in the oceans, the 

presence of algae and zooplankton, which also play a crucial role in carbon absorption, is 

threatened by the accelerating melting of glaciers and polar ice caps. These disruptions 

exacerbate the climate crisis, as natural ecosystems can no longer balance the continuously 

rising carbon emissions.4 The Earth's temperature in 2024 is also predicted to break the 

record for the hottest year. This year is expected to be the first time the Earth is 1.5 degrees 

Celsius warmer than the pre-industrial era.5 

  

This situation is highly relevant to the Triple Planetary Crisis the world currently facesͯ

climate change, biodiversity loss, and environmental pollution. These three crises are 

interconnected and further diminish nature's ability to absorb emissions.6 If these crises are 

not addressed seriously through a clean energy transition, the world will find it increasingly 

difficult to achieve global climate targets. For Indonesia, the need for an energy transition is 

becoming more urgent, in line with both global and national pressures to reduce carbon 

emissions and ensure environmental sustainability. This commitment to energy transition 

was reinforced during COP27 in Egypt. At the conference, Indonesia reaffirmed its 

commitment to achieving Net Zero Emission (NZE) by 2060 or earlier with international 

support. This declaration aligns with global efforts to tackle the climate crisis and reduce 

greenhouse gas (GHG) emissions.  

  

  

 
4  Patrick Greenfield (2024) The Guardian. Trees and land absorbed almost no CO2 last year. Is natureͻs carbon 

sink failing? Accessed via https://www.theguardian.com/environment/2024/oct/14/nature-carbon-sink-
collapse-global-heating-models-emissions-targets-evidence-aoe?CMP=greenlight_email   

5  Kate Abnett dan Alison Withers (2024), Reuters. 2024 will be worldͻs hottest year on record, EU scientists 
say. Accessed via https://www.reuters.com/business/environment/2024-will-be-worlds-hottest-record-eu-
scientists-say-2024-11-07 

6  Faisol Rahman (2022) PSLH UGM, Understanding the ;Triple Planetary Crisis΄ (Mengenal ;Triple Planetary 
Crisis΄). Accessed via https://pslh.ugm.ac.id/mengenal-triple-planetary-crisis/   
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At COP27, many countries and international organizations emphasized that funding for 

renewable energy-based projects would be increased. Subsequently, at COP28, 133 countries 

committed to tripling renewable energy power generation to keep global temperature rise in 

check.7 During COP29 in Baku, Indonesia's delegation also presented its latest climate 

commitment to reducing greenhouse gas emissions and achieving Net Zero Emissions (NZE) 

by 2060. The commitment to NZE by 2060 offers significant opportunities for Indonesia to 

access various green investment schemes, as exemplified by the Just Energy Transition 

Partnership (JETP), which provides an innovative financing mechanism to accelerate a just 

energy transition. If Indonesia does not promptly accelerate its energy transition, there is a 

risk of losing critical international investments needed to develop clean and renewable energy 

infrastructure. 

  
  

 
7  COP28 UAE. Global Renewables and Energy Efficiency Pledge. Retrieved from 

https://www.cop28.com/en/global-renewables-and-energy-efficiency-pledge   
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Indonesia has committed to reducing its carbon emissions by 29% by 2030, or 41% with 

international support, as outlined in its Nationally Determined Contributions (NDC) under the 

Paris Agreement. To achieve this target, transitioning to clean and renewable energy is 

imperative. If Indonesia does not accelerate its energy transition, there is a risk of more 

extreme climate change in the future and the potential loss of crucial international 

investments needed to build clean and renewable energy infrastructure. 

 

Currently, Indonesia is one of the largest coal producers in the world. According to the 

International Energy Agency (IEA) in 2023, Indonesia is the worldͻs largest coal exporter, with 

export volumes reaching 500 million tons, accounting for 34.1% of total global coal exports. 

The global coal export volume at the time reached 1.47 billion tons, showing a 6.6% increase 

compared to 2022 (year-on-year/yoy).8 Moreover, Indonesia is also recognized as one of the 

largest greenhouse gas (GHG) emitters in the world, with most emissions originating from the 

energy sector, which remains heavily reliant on fossil fuels, particularly coal. According to 

data released by Carbon Brief in 2021, Indonesia ranks fifth among the world's largest carbon 

emitters, with emissions reaching 102,562 GtCO2. In other words, Indonesia also contributes 

to exacerbating the global environmental crisis.9  

  

The environmental crisis faced by Indonesia is further worsened by the persistent issue of 

electricity oversupply. As of 2022, Indonesia experienced an electricity oversupply of 7 GW 

across various regions, particularly in Java-Bali, where 57% of the electricity supply is in 

excess.10 This oversupply is not only a technical issue but also has serious implications for 

energy efficiency and environmental sustainability. Millions of tons of coal are burned to 

produce electricity that is not actually needed, generating significant carbon emissions and 

wasting natural resources. This situation is corroborated by PLNͻs 2023 statistics, which 

state that coal-fired power plants (PLTU) dominate with a production of 114,598.55 GWh, far 

surpassing other types of power plants such as gas and steam power plants (PLTGU) at 

36,726.23 GWh and hydropower plants (PLTA) at 9,210.01 GWh. The reliance on coal-based 

PLTU highlights the continued dominance of fossil energy in electricity supply, while 

renewable energy plants such as solar power (PLTS) and wind power (PLTB) still contribute 

minimally in Indonesia.11  

 

  

 
8  Adi Ahdiat (2023) katadata.co.id. Indonesia Dominates Global Coal Export in 2023 (Indonesia Dominasi 

Ekspor Batu Bara Global pada 2023). Retrieved from 
https://databoks.katadata.co.id/perdagangan/statistik/9dea4a7105b6cbd/indonesia-dominasi-ekspor-
batu-bara-global-pada-2023   

9  Annissa Mutia (2022) Katadata.co.id. 10 Countries with the Largest Carbon Emissions in the World, 
Including Indonesia! (10 Negara Penyumbang Emisi Karbon Terbesar di Dunia, Ada Indonesia!). Retrieved 
from https://databoks.katadata.co.id/demografi/statistik/4bb541bf4f615a5/10-negara-penyumbang-
emisi-karbon-terbesar-di-dunia-ada-indonesia  

10  Transparency International Indonesia & Trend Asia etc (2024). JETPͻs Shadow in the Green Energy Supply 
Chains Conflict on Rempang Island (Bayang-Bayang JETP dalam Konflik Rantai Pasok Energi Hijau Pulau 
Rempang). Retrieved from https://ti.or.id/wp-content/uploads/2024/09/Bayang-Bayang-JETP-dalam-
Konflik-Rantai-Pasok-Energi-Hijau-Pulau-Rempang.pdf   

11  PT PLN (Persero) (2023). PLN 2023 Statistics Book. Retrieved from 
https://web.pln.co.id/statics/uploads/2024/08/Statistik-PLN-2023-29.7.24-1.pdf  



Corruption Risk Assessment (CRA): Corruption Risks Mapping in Renewable Energy-Based Electricity Supply 

16 

To address the issues of electricity oversupply and dependence on fossil energy, Indonesia 

must accelerate its energy transition to more environmentally friendly renewable energy 

sources and ensure that electricity generation policies align with growth in electricity 

consumption. 

  

If Indonesia fails to implement an energy transition in line with its NZE 2060 target, the 

country will face serious economic risks. Global commitments to climate change, as 

discussed in the annual COP-UNFCCC conferences, are increasingly pressuring countries to 

accelerate the use of clean energy. Countries that cannot promptly meet energy transition 

targets will face challenges in accessing international funding for climate change mitigation 

and sustainable development. Limited access to such funding could be highly detrimental to 

Indonesia, which has already committed to mobilizing global investment for its clean energy 

transition. 

  

This commitment was emphasized during the G20 Summit in Bali in mid-November 2022, 

where Indonesia's G20 Presidency placed climate change and energy transition as key agenda 

items. One of the key achievements of the G20 Summit was an agreement between Indonesia 

and several developed countries, including the United States, the United Kingdom, Japan, and 

the European Union, as well as other international organizations and companies under the 

GFANZ (Glasgow Financial Alliance for Net Zero), through the Just Energy Transition 

Partnership (JETP) funding scheme. Through JETP, Indonesia secured $21.6 billion in 

funding, consisting of a mix of grants, loans, and private investments.12  

 

However, there are serious challenges that threaten the success of this transition. If Indonesia 

fails to demonstrate a strong commitment to reducing its reliance on coal, it risks losing the 

trust of the international community. Corruption, conflicts of interest, and a lack of 

transparency in the fossil energy sector often act as major barriers to progress in Indonesiaͻs 

energy transition. Unclear project management and a lack of accountability in the utilization 

of international funds in Indonesia have the potential to erode the trust of investors and global 

funding institutions. This not only jeopardizes the sustainability of energy transition projects 

but also poses risks to Indonesiaͻs future economic growth. 

 

 

 

  

 
12  Transparency International Indonesia & Trend Asia etc (2024) Op. Cit. Page 3-6 
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1.2. Energy Transition Policy in Indonesia 
 

 

Despite the Indonesian Government's commitment, which has started to become evident 

through multilateral forums such as the 2022 G20 Presidency, the government has set a 

target for the development of new and renewable energy in PLN's Electricity Supply Business 

Plan (RUPTL) for 2021-2030. PLN aims to develop renewable energy power plants with a total 

capacity of 21 GW by 2030.13 Additionally, the government has targeted a 23% renewable 

energy mix in the national energy mix through Government Regulation No. 79 of 2014 on 

National Energy Policy (KEN).14  

 

Referring to the PLN RUPTL 2021-2030 document, Indonesia has an ambitious plan to 

increase power generation capacity by 40,575 MW. Of this capacity, approximately 51.6% 

(20,923 MW) is allocated for renewable energy power plants, while the remaining 48.4% 

(19,652 MW) comes from fossil fuel-based power plants. This effort is expected to support 

the renewable energy mix target in the electricity generation sector of 23% by 2025, as an 

initial step towards the long-term target of 31% minimum contribution from renewable energy 

in the national energy mix by 2050. 

 

To support national electricity distribution, the RUPTL 2021-2030 also includes plans for the 

development of infrastructure, such as 47,723 kilometers of transmission lines, 76,662 

Megavolt of substations, 456,547 kilometers of distribution networks, and 31,095 Megavolt 

of distribution substations. This infrastructure serves as the foundation for electricity 

development in PLN's operational areas, which include Sumatra, Java-Madura-Bali, 

Kalimantan, Sulawesi, Maluku, Papua, and Nusa Tenggara. 

 

Given PLN's limitations in independently constructing all the new power plants outlined in the 

RUPTL 2021-2030, a portion of the projects will be carried out by Independent Power 

Producers (IPP). This delegation primarily applies to electricity capacity not yet tied to Power 

Purchase Agreements (PPA). Allocation will be based on quotas, referring to potential projects 

listed or not yet listed in the RUPTL 2021-2030, provided that the planned power generation 

projects have undergone feasibility study verification by PLN. 

 

 

 

  

 
13  PLN. (2021). PT PLN (Persero) 2021-2030 Electricity Supply Business Plan (RUPTL). Retrieved from 

https://web.pln.co.id/statics/uploads/2021/10/RUPTL-2021-2030.pdf. Table 3.2 page III-IV 
14  Indonesia. (2014). Government Regulation Number 79 of 2014 on National Energy Policy. Retrieved from 

Retrieved from  https://jdih.esdm.go.id/peraturan/PP%20No.%2079%20Thn%202014.pdf  

https://jdih.esdm.go.id/peraturan/PP%20No.%2079%20Thn%202014.pdf
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1.3. Energy Mix Targets and Projections for 2025 and 2050 
 

  

Although Indonesia has significant potential for renewable energy, its utilization rate remains 

low. Data shows that the potential of renewable energy power sources such as geothermal, 

hydropower, wind, and solar reaches thousands of megawatts, yet the installed capacity is far 

from optimal. 

 

Renewable Energy Potential Data in Indonesia 

(PLN Electricity Supply Business Plan 2021-2030) 

 

No Type of Energy Potential 
Installed 
Capacity 

Utilization 

1 Geothermal 29,544 MW 1,438.5 MW 4.900% 

2 Hydro 75,091 MW 4,826.7 MW 6.400% 

3 Mini-micro Hydro 19,385 MW 197.4 MW 1.000% 

4 Bioenergy 32,654 MW 1,671.0 MW 5.100% 

5 Solar 207,898 MW 78.5 MW 0.040% 

6 Wind 60,647 MW 3.1 MW 0.010% 

7 Ocean Waves 17,989 MW 0.3 MW 0.002% 

 

   

Indonesia has committed in international forums, including the G20 Summit and COP21, to 

reducing greenhouse gas (GHG) emissions by 29% under the Business as Usual (BAU) 

scenario by 2030 and up to 41% with international funding support. This commitment has 

been reinforced through Ministerial Regulation of Energy and Mineral Resources (ESDM) No. 

4/2020, which mandates PLN to purchase electricity from renewable energy power plants 

through a direct selection mechanism and to sustainably operate renewable energy plants 

with a capacity of up to 10 MW. This initiative aims to gradually reduce CO2 emissions in line 

with the growth of the national electricity sector.  
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To support these efforts, the government aims to increase the share of renewable energy in 

the national electricity generation mix to a minimum of 23% by 2025. Meanwhile, coal usage 

is expected to account for around 55%, gas for 22%, and fuel oil for less than 0.4%. By 2050, 

the contribution of renewable energy is projected to further increase to a minimum of 31%, 

with the share of oil reduced to below 20%, and gas and coal each accounting for 

approximately 24% and 25%, respectively. These ambitious targets are expected to be 

achieved through the implementation of competitive investment schemes and attractive 

electricity price offerings to attract investors and accelerate the transition to clean energy. 

 

To achieve these targets, PLN has planned the stages for developing renewable energy power 

plants from 2021 to 2030, including geothermal power plants, hydropower plants, solar power 

plants, wind power plants, and other types of renewable energy plants. Below is the projected 

capacity development for renewable energy power plants from 2021 to 2030: 

 

Projection of Renewable Energy Power Plant Development (in Megawatts) -  

(PLN 2021-2030 Electricity Supply Business Plan) 

 

Year 
Geothermal 

Power 
Plants 

Hydropower 
Plants 

Microhydro 
Power Plants 

Solar 
Power 
Plants 

Wind 
Power 
Plants 

Biomass
/Waste 
Power 
Plant 

Total 

2021 136 400 144 60 - 12 752 

2025 870 2,478 189 1,631 155 221 5,544 

2030 3,355 9,272 1,118 4,680 597 590 20,923 

 

  

In addition to the PLN 2021-2030 Electricity Supply Business Plan, which has been dubbed 

as the greenest business plan, the Indonesian government issued Presidential Regulation No. 

112 of 2022 on Accelerating the Development of Renewable Energy for Electricity Supply. 

This regulation mandates PLN to prepare an RUPTL that prioritizes purchasing electricity 

from renewable energy power plants, a roadmap for accelerating the early retirement of coal-

fired power plants (PLTU), setting electricity purchase prices, regulating electricity purchase 

mechanisms (direct appointment and direct selection), and providing government support in 

the form of fiscal and non-fiscal incentives. Furthermore, relevant ministers are required to 

provide support within their authority. For instance, the minister responsible for agrarian/land 

and spatial planning is obligated to prioritize the development of renewable energy power 

plants in national spatial planning. Meanwhile, the minister responsible for environment and 

forestry must provide support in the form of streamlined licensing processes in forest areas.15    

 

  

 
15  Indonesia. (2022). Presidential Regulation No. 112 of 2022 on the Acceleration of Renewable Energy 

Development for Electricity Supply (Peraturan Presiden Nomor 112 tahun 2022 tentang Percepatan 
Pengembangan Energi Terbarukan untuk Penyediaan Tenaga Listrik). Retrieved from 
https://jdih.maritim.go.id/cfind/source/files/perpres/2022/perpres-nomor-112-tahun-2022.pdf   
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To accelerate the development of renewable energy power plants, Indonesia has established 

a partnership with the International Partners Group (IPG) and the Glasgow Financial Alliance 

for Net Zero (GFANZ) to mobilize energy transition funding under the Just Energy Transition 

Partnership (JETP). This partnership is estimated to mobilize funding amounting to US$ 21.6 

billion.16    

 

The increase in the contribution of renewable energy to the national energy mix has been 

minimal in recent years. Over the past 5 years, the renewable energy share in the energy mix 

has risen by only 5%, from 8% in 2018 to 13% in 2023.17 Nevertheless, the renewable energy 

sector in Indonesia is projected to continue growing. Policies supporting the adoption of clean 

energy are emerging and acting as a negative catalyst for fossil energy. On the other hand, 

investment in renewable energy is expected to keep increasing, driven by rising demand, 

which in turn lowers development and operational costs compared to fossil energy. 

 

 

 

 
16  US Government. (2022). Joint Statement by the Government of the Republic of Indonesia (GOI) and the 

Governments of Japan, the United States of America, Canada, Denmark, the European Union, the Federal 
Republic of Germany, the French Republic, Norway, the Republic of Italy, and the United Kingdom of Great 
Britain and Northern Ireland (together the ;International Partners Group΄ or IPG). Retrieved from 
https://www.whitehouse.gov/wp-content/uploads/2022/11/Joint-Statement.pdf   

17  EEFA. (May 2024). Pathways to Financial Sustainability for PLN through Renewable Energy Development. 
Retrieved from https://ieefa.org/sites/default/files/2024-05/20240513%20-
%20Pathways%20to%20Financial%20Sustainability%20for%20PLN%20through%20Renewable%20Energy%
20Development.pdf     
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1.4. The Importance of Anti-Corruption Measures in the Energy Transition 
 

 

The transition from fossil fuels to cleaner and more sustainable energy sources is a global 

challenge faced by all countries today. The increasing use of renewable energy in the power 

generation sector is becoming evident across both developed and developing nations. This 

shift drives significant investment, necessitating the development of a better regulatory 

ecosystem. However, this need for new regulations also creates opportunities for corruption 

risks. 

 

This new regulatory ecosystem is essential to accelerate the energy transition process by 

prioritizing the use of renewable energy while simultaneously limiting or reducing the use of 

fossil fuels. The development of this ecosystem involves new actors and rules (while not 

excluding existing actors changing their roles or adapting the old rules). This process 

naturally raises expectations for improvement but also opens opportunities for misconduct, 

including corruption.  

 

Corruption is a significant obstacle to developing a sustainable energy system because it 

involves government spending and has the potential to generate rents.18 overnment spending 

will serve as an important catalyst to drive the development of renewable energy. The 

government will provide policies, programs, and incentives (including subsidies) as initial 

steps to enable the use of renewable energy. This government spending is expected to attract 

private sector interest in investing in renewable energy.  

 

Rents in the energy sector are high because this sector is full of government subsidies and 

privileges granted to its players. These two aspects are often necessary to boost renewable 

energy so that it can compete with the fossil energy sector, which has already received such 

privileges. However, these two aspects also ultimately provide high advantages to the 

beneficiaries and simultaneously increase their bargaining power in influencing public 

policies in the energy sector.  

 

  

 
18  Kaunain Rahman , 2020. Overview of Anti-Corruption in the Renewable Energy Sector. U4 Helpdesk Answer.  
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Several factors make the energy sector particularly vulnerable to high corruption risks, 

including: 1) The energy sector is a capital-intensive sector with long business cycles, making 

it susceptible to control consolidation among a small number of actors, especially regulators. 

Long-term planning is required, necessitating regulatory stability, which can ultimately lead 

to abuse of regulatory authority on the part of regulators and state capture by business actors; 

2) The sector involves a high level of coordination between public and private actors, which 

can create corruption risks on both the supply and demand sides; 3) The sector involves 

significant public procurement, making it vulnerable to tender collusion, price fixing, market 

allocation, or information exchange; 4) Actors in the energy sector include not only domestic 

players but also cross-border. 

 

The development of renewable energy is a new, capital-intensive sector, meaning that it 

requires massive investment to build infrastructure and execute projects. Thus, although it is 

a "new field," the financial turnover in renewable energy projects may exceed that in coal-

based energy projects. According to the International Renewable Energy Agency (IRENA), the 

global low-carbon energy system is projected to require cumulative investments of more than 

USD 110 trillion by 2050. This substantial investment makes the renewable energy sector 

highly vulnerable to corruption risks. 

 

The high concentration of capital in the renewable energy sector not only creates 

opportunities for innovation and acceleration of a nation's energy independence but also 

necessitates the establishment of new regulations to govern this emerging sector. As a "new 

field," the lack of specific regulations and transparency standards in renewable energy 

governance creates gaps that can be exploited by politicians, regulators, entrepreneurs, and 

senior officials involved in drafting renewable energy policies. At this point, the potential for 

regulatory capture and corruption becomes increasingly significant. 

 

Loose regulations create conditions where abuse of authority becomes easier, potentially 

leading to market monopolies, hindering innovation, or neglecting environmental and social 

standards that should be strictly enforced. This can even result in corrupt practices involving 

public officials and private interests, whether in the form of bribery, nepotism, or neglect of 

regulations that harm the public. 
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To mitigate the risk of corruption in the renewable energy sector, strong and comprehensive 

anti-corruption enforcement is required. This urgency becomes even more critical given the 

large investments in renewable energy. Without a strict regulatory framework and tight 

transparency mechanisms, the opportunities for corruption will increase. Below are some of 

the main reasons why this sector is highly vulnerable to corruption: 

 

1. Weak Monitoring: The renewable energy sector requires huge investment in 

infrastructure and technology. Large cash flows attract corrupt actors, both in 

government and the private sector. These large funds are often difficult to monitor 

transparently, especially in countries with weak financial oversight systems. 

 

2. Needs for New Regulations: Renewable energy is a relatively new sector in many 

countries, including Indonesia, which is currently preparing the Renewable Energy Bill 

(RUU EBT). As a result, regulations governing this sector are often underdeveloped or 

incomplete, creating loopholes for decision-makers to issue regulations that benefit their 

personal or group interests. 

 

3. Vulnerability to Tender Manipulation: In the renewable energy sector, especially in large 

projects like solar or wind power plants, the procurement process can be very complex 

and non-transparent. Non-transparent procurement opens opportunities for corrupt 

actors to manipulate the tender process, award contracts to specific companies through 

bribery, and disregard more reputable competitors. 
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Mexico and Kenyaͻs Experience in Renewable Energy Development 
 

 

A concrete example of these challenges can be observed in Mexico and Kenya, where efforts 

to identify and address corruption risks have become crucial steps in ensuring the success of 

their renewable energy projects. 

 

In Mexico, the country has a huge potential for development, especially in the Tehuantepec 

region of Oaxaca, which is known for its consistently strong winds. This potential has 

attracted huge investment in wind energy electricity generation projects. However, many of 

these projects often conflict with the interests of indigenous communities, particularly 

regarding land ownership and permitting processes. These conditions create opportunities 

for conflicts of interest and corruption, particularly in matters related to land rights and 

transparency in the issuance of project permits. Consequently, corruption not only has 

financial impacts but also triggers social tensions that harm local communities and 

undermine public support for renewable energy. 

 

Meanwhile, Kenya has emerged as a leader in the solar energy electricity industry, particularly 

with the development of mini-grids and off-grids in remote areas. Significant financial 

support from donors and international institutions has been the backbone of this sector's 

growth. However, the large influx of funds and strong external support also create 

opportunities for fund misappropriation and non-transparent project allocation. 

 

In both countries, the existing regulatory frameworks are often inadequate or not optimally 

enforced, increasing the likelihood of corruption in the renewable energy sector. In Mexico, 

for instance, the heavy concentration of power in state regulators such as the Federal 

Electricity Commission (Comisión Federal de Electricidad - CFE) creates opportunities for 

corrupt practices. The broad authority of the CFE, from licensing to operational oversight, 

facilitates conflicts of interest and corruption in renewable energy project implementation. In 

Kenya, a similar situation occurs: key regulatory bodies hold significant authority over 

licensing and regulation processes, opening the door to collusion between the public and 

private sectors and facilitating bribery to enable the smooth operation of specific projects. 

 

Additionally, the lack of transparency in procurement processes and limited competition in 

this sector complicate efforts to maintain the integrity of renewable energy projects. Non-

transparent procurement processes often provide opportunities for companies willing to bribe 

or collude with officials to win projects. This condition increases the risk of inflated project 

costs and heightens the likelihood of fund mismanagement, which harms the state, investors, 

and the public. 
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The impact of these corrupt practices is not only in financial aspect, but also felt by local 

communities, especially indigenous peoples living in areas that often become project sites. 

In Mexico, for example, indigenous communities in Oaxaca often experience direct impacts 

from the development of wind energy power plant projects without adequate protection. Such 

projects sometimes bypass thorough or honest social and environmental impact 

assessments, ultimately disregarding the interests and rights of local communities. The same 

happens in Kenya, where communities in remote areas are often marginalized as their land is 

used for solar energy projects without guarantees that their rights and needs are genuinely 

considered. Corruption in social and environmental impact assessments further erodes public 

trust in the government's commitment to fostering a sustainable energy transition.  

 

From the above explanation, renewable energy is regarded as a sustainable solution to 

mitigate the impacts of climate change and reduce dependency on fossil fuels. However, this 

sector is not free from the challenges of corruption that negatively affect not only countries 

and investors, but also public trust and the success of sustainable development efforts. 

Corruption in the renewable energy sector can result in drastically increased project costs, 

project implementation failures, and even a decline in the quality of life of affected local 

communities. If these corrupt practices are not addressed, renewable energy will fail to reach 

its potential as a vital part of the transition toward clean, fair, and sustainable energy. 
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Wind Turbine, Tehuantepec, Oaxaca, Mexico 
Credit : wind-watch.org / pintrest.com 



Corruption Risk Assessment (CRA): Corruption Risks Mapping in Renewable Energy-Based Electricity Supply 

27 

 

 

 

Chapter 2.  

Regulations for Electricity Supply 

 

 

 

 

2.1 Regulations Governing Electricity Supply 
 

 

Regulations play a crucial role in ensuring that the governance of electricity supply is 

transparent and accountable. In Indonesiaͻs context, regulations not only serve as technical 

guidelines for the licensing process of electricity generation but also as a vital foundation for 

preventing potential corruption that could undermine efficiency and fairness in the electricity 

sector.  

 

The regulations reviewed in this chapter include those issued by the central government and 

internal regulations within PLN. The focus of the regulatory review is on their relevance to the 

licensing process in electricity supply, especially the licensing of electricity generation. In 

addition to licensing, the review also examines regulations that provide a framework for 

preventing corruption in the electricity provision process. 
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A. Law No. 30 of 2009 on Electricity 
 

This law serves as the legal foundation for managing the electricity sector in Indonesia, 

including regulations concerning the planning, development, and operation of power 

plants. It governs the business of electricity supply, which comprises electricity 

generation, transmission, distribution, and sales to consumers. 

 

Electricity generation is defined as the activity of producing electricity for public use or 

self-use (used internally and not for sale). Electricity generation for public purposes must 

align with the The National Electricity Master Plan (RUKN), The Regional Electricity 

General Plans (RUKD), and the Electricity Supply Business Plan (RUPTL). 

 

The entities allowed to procure electricity generation for public purposes include state-

owned enterprises, municipally-owned enterprises, private companies, cooperatives, 

and community organizations. Priority is given to state-owned enterprises (specifically 

PLN) as the primary entity in electricity generation in Indonesia. Meanwhile, for self-use 

purposes, the parties involved can include government agencies, local governments, 

state-owned and municipally-owned enteprises, private entities, cooperatives, 

individuals, and other organizations or business entities. 

 

All entities engaged in the electricity supply business (including electricity generation) 

must obtain a license for electricity provision for public purposes and self-use purposes. 

These licenses are issued by the central government and local governments based on 

their respective authorities. 

 

This law does not delve deeper into the procurement of electricity generation, such as 

specifying who organizes it, its purpose, implementation schemes, involved entities, and 

other details. 

 

Interestingly, the law regulates land use (including customary land), a crucial aspect of 

electricity generation. Entities holding operational licenses must provide compensation 

or restitution to the rightful owners of land, buildings, or plants following applicable laws. 

Conversely, license holders are prohibited from paying compensation for buildings or 

plants intentionally constructed on land with pre-existing location permits and prior 

compensation settlements. 
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B. Law No. 6 of 2023 on the Ratification of Government Regulation in Lieu of Law 
No. 2 of 2022 on Job Creation as Law 

 

Law No. 6 of 2023 (the Job Creation Law) amends several provisions in Law No. 

30 of 2009. In general, the Job Creation Law related to electricity grants greater 

authority to the central government in regulating and supervising the electricity 

sector. One significant change involves the division of authority between the 

central and local governments. Although local governments may engage in 

electricity supply or issue permits under local autonomy, the rules (norms, 

standards, procedures, and criteria or NSPK) are set by the central government. 

The central government is also authorized to formulate and establish the national 

general electricity plan without consulting the parliament, as previously required 

under Law No. 30 of 2009. 

 

Regarding the regulation of electricity supply businesses, the Job Creation Law 

also amends several provisions in Law No. 30 of 2009, including:  

 

1. The removal of the operational license type previously granted for 
electricity provision for self-use. The Job Creation Law replaces it with the 
Electricity Supply Business License for Own Use (IUPTLS). 

2. The authority to grant business licenses at the local level is limited to the 
governor. Regents and mayors no longer have authority in the electricity 
supply business.  

3. The affirmation of the obligation for IUPTL holders (both for public and self-
use purposes) to prioritize domestic products and resources.  

4. Clearer regulation regarding the determination of business areas. 

5. Clearer regulation regarding electricity supply businesses for self-use 
purposes.. 
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C. Government Regulation No. 14 of 2012 in conjunction with Government 
Regulation No. 23 of 2014 on Electricity Supply Business Activities 
 

These two regulations further regulate the procurement of electricity generation, which 
is generally governed under the Electricity Law. Electricity generation procurement is 
divided into two major schemes: for public purposes and for self-use. For public 
purposes, the permit is in the form of an Electricity Supply Business License (IUPTL), 
while for self-use, the permit is an operational license (replaced with Electricity Supply 
Business License for Own Use or IUPTL-S under the Job Creation Law). 
 
Entities intending to build power plants for public purposes must first obtain an 
Electricity Supply Business License. The validity of the license is 30 years and can be 
extended indefinitely. For operational license, the validity is 10 years and can also be 
extended. The license aforementioned is issued by the minister or governor inline with 
their authority and the IUPTL applicants must fulfill administrative, technical, and 
enviromental requirements.  
 
For IUPTL applicants for public-purpose electricity generation, an additional technical 
requirement is the inclusion of a power purchase agreement (PPA) between the applicant 
and the prospective electricity buyer (usually PLN). If the business is conducted in an 
integrated manner (e.g., electricity generation, transmission, distribution, and sales are 
carried out as a single enterprise), the application must include a determination of 
business area issued by the minister and an Electricity Business Supply Plan document.  
 
Holders of an IUPTL-S may sell surplus electricity from their power plants to IUPTL 
holders or the public, provided two conditions are met: the area is not currently served 
by an IUPTL holder, and approval has been obtained from the relevant licensing authority 
(minister or governor). 
 
Minister authorizes to issue Electricity Supply Business License (IUPTL) for business 
entity which has a business area in multiple provinces, if the business entity is a state-
owned enterprise (SOE) and if there is electricity sales or electricity grid leases for the 
IUPTL holder which is issued by the minister and hold a business area where the 
electricity provision is integrated. On the other side, governor authorizes to issue IUPTL 
license for business entity which only operates in one province, and if there is electricity 
sales or electricity grid leases for the IUPTL holder which is issued by the governor and 
has a business area but not including the power generation business.   
 
IUPTL is issued alongside the approval of the electricity supply business plan, and the 
implementation of activities follows what is stated in the business plan. Changes in the 
business plan will affect the operations of the IUPTL holder.  
 
In this section, there is a clause worth noting. The clause states that the IUPTL issuer 
(minister or governor) in ;certain conditions΄ and following the annual evaluation can 
order the IUPTL holder to change the business plan, and the IUPTL holder is obliged to 
comply with this order (Article 17). Changes to the business plan are submitted to the 
IUPTL issuer. In the explanation section of this regulation, it is stated that what is meant 
by ;certain conditions΄ includes changes in electricity policy.  
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Two issues arise from the clause. First, it is understandable that policy changes will 

affect the business plan and operations of the IUPTL holder. However, since the 

evaluation is conducted annually, and while electricity generation supply requires long-

term planning and implementation, policy changes without clear criteria and 

benchmarks will certainly create difficulties for IUPTL holders and may open the door to 

undue intervention in electricity policies. 

 

Second, it becomes apparent that these electricity policy changes fall under the category 

of ;certain matters.΄ However, what else qualifies as ;certain matters΄ remains 

undefined, as neither of the two government regulations provides any clarification. Such 

vague regulations not only diminish investment interest in electricity generation but also 

leave room for broad discretion by IUPTL issuers. This discretion can lead to outcomes 

that are either detrimental or favorable, depending on the nature of the relationship 

between the issuer and the IUPTL recipient. 

 

A notable peculiarity of the IUPTL for electricity generation lies in the lack of a scheme 

for participating in electricity generation projects. The only available mechanism is 

through submitting applications to the central or local governments. 

 

The schemes for public bidding, direct selection, and direct appointment outlined in this 

government regulation apply solely to electricity procurement or electricity grid leasing. 

Under the direct selection scheme, at least two bids are compared, whereas the direct 

appointment scheme involves selecting a single electricity supplier. Although this 

writing does not analyze electricity procurement and electricity grid leasing in detail, 

these topics are closely related to the provision of electricity generation. 

 

The clause on electricity procurement and electricity grid leasing includes provisions 

that grant significant discretion to permit issuers. Under certain conditions, electricity 

procurement may transition from public bidding to direct selection, (particularly when 

diversifying from fossil fuels to renewable energy) and direct appointment  penunjukan 

langsung (for cases involving renewable energy power plants, marginal gas, mine-mouth 

coal, other local energy sources, excess electricity, local electricity supply crises, or 

capacity expansion of electricity generation at the same site).. 
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D. Government Regulation No. 25 of 2021 on the Implementation of Energy & 
Mineral Resources 
 

This government regulation serves as an implementing regulation for the Job Creation 

Law. It also addresses matters previously regulated in Government Regulation 14/2012 

and Government Regulation 23/2014, with the provisions of those earlier government 

regulations remaining in effect unless they conflict with PP 25/2021. 

 

One notable aspect clarified in this PP is the determination of business areas, along with 

more detailed regulations regarding IUPTL for self-interest. A business area refers to a 

region designated by the central government where a business entity is authorized to 

distribute and/or sell electricity. This business area is distinct from administrative 

government regions, and only one business entity is permitted to operate within a single 

business area. The determination of business areas is conducted by the Minister, taking 

into account recommendations from the governor. 

 

Business entities or government agencies required to have a business area are those 

whose electricity supply activities are conducted in an integrated manner (electricity 

generation, distribution, transmission, and sales in one unified business) and those 

providing electricity for distribution and sales purposes. 

 

A business entity intending to supply electricity must first secure its business area before 

applying for an IUPTL. If the business area is determined but the IUPTL is not granted, 

the business area may be revoked. Furthermore, the business area will automatically 

expire if the IUPTL expires, is not renewed, or is revoked. 

 

This government regulation establishes clearer regulations regarding Electricity Supply 

Business License for Own Use (IUPTLS). IUPTLS can only be granted to applicants whose 

business activities include electricity generation, distribution, transmission, or a 

combination of these activities. It cannot be granted to applicants involved in electricity 

sales. However, IUPTLS holders are allowed to sell excess electricity to PLN under an 

excess power scheme. 

 

IUPTLS is issued by the minister or governor according to their respective authority. The 

governor is authorized to issue IUPTLS if the applicant's facilities are located within a 

single province, located within 12 nautical miles, and have a generation capacity of up 

to 10 MW. Conversely, the minister is responsible for issuing IUPTLS for applicants 

whose facilities span two or more provinces, are located beyond 12 nautical miles, have 

a generation capacity exceeding 10 MW, or are connected to oil and gas businesses.  
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E. Presidential Regulation No. 4 of 2016 on the Acceleration of Electricity 
Infrastructure Development and Its Amendment (Presidential Regulation 
14/2017) 
 

This Presidential Regulation, issued on January 6, 2016, aims to facilitate the 

procurement of 35,000 MW of electricity generation and 46,000 kilometers of electricity 

transmission. It was later amended by Presidential Regulation No. 14 of 2017. The 

regulation introduces various privileges and exceptions to ensure the smooth 

implementation of the Electricity Infrastructure Development (PIK) program, which 

encompasses the planning, procurement, and execution of electricity generation, 

transmission, distribution, substations, and supporting facilities. 

 

Under this regulation, the central government assigns PLN (the State Electricity 

Company) as the entity responsible for implementing the PIK program. This provision 

establishes a specific rule for regulating the parties responsible for implementing the PIK 

program (assuming prior to this regulation, electricity generation procurement could be 

conducted by the central government, represented by the Ministry of Energy and Mineral 

Resources, or by regional governments). PLN is designated as the sole entity responsible 

for electricity generation procurement, which it can execute independently (self-

management) or through partnerships in electricity provision with its subsidiaries or 

Independent Power Producers (IPPs). These IPPs include State/Municipally-Owned 

Enterprises (BUMN-D), cooperatives, and private entities. 

 

To accelerate the implementation of PIK projects, this regulation provides various 

conveniences for PLN, its subsidiaries, and IPPs. Some of these special provisions need 

to be closely examined because they provide broad discretion and/or exceptions to the 

prevailing regulations. These privileges include: 

 

1. Government guarantees for all PIK projects, whether self-managed by PLN or 

through collaborations with other parties. 

 

2. Deviation from spatial planning. Electricity developers are granted the authority to 

proceed with projects even if their locations do not align with the Spatial Plan 

(RTRW), Detailed Spatial Plan (RDTR), or Zoning Plan for Coastal Areas and Small 

Islands (RZWP3K). Instead of relocating the project, the spatial plans are revised to 

accommodate the projectͻs location. For projects located in forest areas, the site 

can be designated as a Holding Zone, allowing development to proceed while 

awaiting reclassification of the forest area. 

 

3. Accelerated Licensing and Non-Licensing Processes. For example, regarding 

location permits, some of the privileges include: (1) If PLN or IPPs already hold land 

rights or permits for the use of forest areas, location permits are not required; (2) 

For projects that cover multiple locations within a single district, cross district 

boundaries, or span provinces but are part of a single PIK series, only one location 

permit is necessary. Additionally, the issuance of permits and non-permits is 

expedited from the usual deadlines. 
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4. Provision of Primary Energy: For example, if the power plant utilizes renewable 
energy sources such as water, wind, or geothermal heat, or if the transmission line 
passes through Nature Reserves and Conservation Areas (which are typically 
restricted for development activities), the project can still proceed. 
 

5. Land acquisition. In cases where the required land is five hectares or less and 
compensation agreements cannot be reached with landowners, PLN or power plant 
developers can unilaterally determine the compensation amount. A more complex 
issue arises when the project land is located within forest areas but is under 
community control. Resolving such cases can lead to drastic measures, potentially 
resulting in the abuse of state authority or human rights violations. According to a 
statement from the National Land Agency, in consultation with the Ministry of 
Environment and Forestry, it will be determined whether the community holds 
legitimate land rights. This process is particularly challenging because most 
communities living in forest areas lack formal documentation or land certificates. 
It will be challenging to assess this accurately, as the majority of communities living 
within forest areas lack written documentation or land certificates. If the land in 
question is communal or customary land controlled by indigenous communities, 
proving ownership becomes even more difficult under Indonesian land regulations, 
which tend to provide very limited protection for customary or uncertified individual 
land rights. If the National Land Agency concludes that the community does not 
hold legal land rights, PLN or IPPs is only required to obtain a permit for forest area 
utilization. The resolution of the community's displacement is handled technically, 
as outlined in Ministerial Regulation of Ministry of Energy and Mineral Resources 
No. 33/2016. Under this regulation, affected communities are compensated and 
required to relocate. For those who accept the compensation, the process 
concludes with their departure from the land. For those who disagree, the 
compensation funds are deposited with the District Court by PLN or IPPs, and the 
land is relinquished regardless of consent. 
 

6. Resolution of obstacles and issues. This section highlights the broad discretion 
granted to state officials and PLN in resolving obstacles and issues in implementing 
PIK projects. For example, if there are no specific regulations or ambiguities in 
determining authority, state officials (ministers, agency heads, local governments) 
are authorized to make decisions or take actions (discretion) as long as they align 
with the general principles of good governance. 
 

7. Resolution of legal issues. The privileges include, among other things, prioritizing 
administrative resolution processes when there are public complaints regarding PIK 
activities. The police and the Attorney General's Office are required to handle these 
matters administratively first and even report the content of such complaints to the 
Minister of Energy and Mineral Resources and the Minister of State-Owned 
Enterprises. This is a precursor to similar provisions found in the Job Creation Law, 
where administrative resolution is prioritized before escalating to civil or criminal 
cases. The requirement for the police and the Attorney General's Office to report 
public complaints related to PIK to Minister of Energy and Mineral Resources and 
the Minister of State-Owned Enterprises is likely intended to ensure that these 
"potential issues" are identified and resolved early before they escalate into larger 
or more widespread issues. 
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A key point from Presidential Regulation No. 4/2016 is the central government's 

assignment of PLN to implement the PIK program. However, electricity supply is also 

within the authority of local governments. Since electricity is a public good essential for 

the people's livelihood and must be controlled by the state, the government assumes the 

role of executor, overseeing electricity supply and delegating authority as needed. 

Notably, this regulation clarifies that local governments do not assign PLN for 

accelerating the PIK procurement process. In other words, local governments maintain 

their authority to independently procure electricity infrastructure. 

 

 

   

Electricity Transmission  
Credit : news24online.com 
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F. Presidential Regulation No. 112 of 2022 on Accelerating the Development of 
Renewable Energy for Electricity Supply 
 
This regulation does not address licensing issues in electricity supply but mandates 
maximizing the use of renewable energy-based power plants. One key focus is 
prioritizing the purchase of electricity sourced from renewable energy. This directive 
includes both positive (incentive-driven) and negative (prohibition/restriction) 
measures. 
 
The positive directive involves prioritizing renewable energy usage. This directive is 
primarily aimed at PLN, requiring it to consider renewable energy development and the 
economic feasibility of renewable energy plants in preparing the RUPTL. Beyond the 
RUPTL preparation process, PLN must prioritize purchasing electricity from renewable 
energy plants, prioritize the operation of renewable energy plants, and develop renewable 
energy power plants. 
 
The negative directive involves accelerating the termination of coal-fired power plants 
(CFPP) and prohibiting the construction of new CFPPs, except for those already included 
in the RUPTL before the regulation took effect or those meeting specific criteria, such as 
integration with industrial areas or captive CFPPs designated for National Strategic 
Projects, committing to greenhouse gas emission reductions, and limiting operations to 
no later than 2050. 
 
To stimulate renewable energy development, the regulation stipulates fiscal and non-
fiscal incentives, along with the determination of electricity purchase prices by PLN and 
the procurement mechanism. Prices are determined based on either the highest 
benchmark or an agreed-upon price, with or without considering location factors. Each 
type of power plant owned by independent power producers or the government has 
different purchase price arrangements based on these factors. For example, the 
purchase price of electricity from hydropower plants owned by IPP is based on the 
highest benchmark price, while purchases from hydropower plants used as peakers are 
based on an agreed price. 
 
Electricity purchase mechanisms are implemented through two methods: direct 
appointment and direct selection. Direct appointment applies to electricity purchases 
from, among others, hydropower plants, geothermal power plants, or surplus electricity 
from geothermal power plants, hydropower plants, biomass power plants, or biogas 
power plants. Direct selection can be applied to electricity purchases from hydropower 
plants, solar power plants, biomass power plants, or biogas power plants, among others. 
 
More detailed regulations regarding the prioritization of renewable energy for electricity 
supply were already in place before this regulation, such as Ministerial Regulation No. 
50 of 2017, which was amended twice (by Ministerial Regulation No. 53 of 2018 and 
Ministerial Regulation No. 4 of 2020). These regulations cover provisions similar to those 
found in Presidential Regulation No. 112 of 2022, such as electricity purchase prices 
from various renewable energy power plants. The regulation on electricity purchases in 
the three Ministerial Regulation of Energy and Mineral Resources appear to have been 
revised in their formulation by Presidential Regulation 112/2022. 
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G. Ministerial Regulation of Energy and Mineral Resources No. 11 of 2021 on the 

Implementation of Electricity Business 
 

This ministerial regulation serves as the anchor for regulating electricity supply 

businesses. Electricity businesses are categorized into two main types: supply and 

support. The supply businesses include Electricity Supply Business License for Public 

Use (IUPTLU) and Electricity Supply Business License for Own Use (IUPTLS), covering 

generation, transmission, distribution, and/or electricity sales.  

 

For IUPTLU, business activities can be integrated, meaning they include generation, 

transmission, distribution, and sales within a single business entity. For IUPTLS, 

business activities are limited to generation, transmission, and distribution without 

including electricity sales.  

 

The difference between transmission and distribution lies in their function. Transmission 

involves delivering electricity from generation facilities to distribution systems or 

consumers or between systems. Distribution involves delivering electricity from 

transmission systems and/or generation facilities to consumers.  

 

Those intending to engage in electricity supply for public interest must obtain electricity 

business licenses. Four licenses are required: IUPTLU, business area designation, RUPTL 

approval, and licenses for sales, purchases, and/or cross-border electricity 

interconnection. 

 

In addition to licensing, another matter that requires attention is the prioritization of 

domestic products. This prioritization encompasses three aspects: the use of domestic 

products, compliance with the local content requirement (TKDN), and procurement of 

domestic products. IUPTLU holders selling electricity to integrated IUPTLU holders with 

designated business areas, as well as construction companies, must comply with the 

domestic component level compliance and prioritize domestic product procurement. 

Similarly, procurement officials from any agency or business entity involved in electricity 

infrastructure development must ensure the use of domestic products. Failure to comply 

with these domestic product and resource prioritization requirements may result in 

administrative sanctions, including written warnings, temporary suspension of business 

activities, or even license revocation.  
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H. Ministerial Regulation of Energy and Mineral Resources No. 2 of 2024 on 

Rooftop Solar Power Plants Connected to IUPTLU 
 

This Ministry of Energy and Mineral Resources regulation governs the management of 

rooftop solar power plants connected to IUPTLU holders with designated business areas 

(most of which are PLN). Some key provisions in this regulation include:  

 

(1) Provisions on the development quota for rooftop solar power systems established 

by IUPTLU holders. A proposal for the rooftop solar power development quota over 

five years is submitted to the Ministry of Energy and Mineral Resource. If approved, 

the IUPTLU holder is required to publish the development quota. If the quota is not 

met in a given year, the remaining quota will be carried over to the following year. 

 

(2) Regulation of application submissions, limited to two times per year, in January and 

July. During these two periods, prospective rooftop solar power customers may 

submit applications to the IUPTLU holder. The IUPTLU holder will approve or reject 

applications based on the pre-established development quota. 

 

(3) The procedure for exporting electricity from customers to the PLN system, which is 

no longer considered in the reduction of electricity costs. 
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Roof Solar Panel 
Credit : Albert Bridge / Geograph.org.uk 
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I. Ministerial Regulation of Energy and Mineral Resources No. 46 of 2016 on 
Guidelines for Managing Conflicts of Interest within the Ministry of Energy and 
Mineral Resources 
 

The next regulation reviewed in this study concerns internal Ministerial Regulation of 

Energy and Mineral Resources and PLN policies on preventing corruption, specifically 

the management of conflicts of interest, bribery and gifts & hospitality.  

 

The first regulation examined is Ministerial Regulation No. 46 of 2016 on guidelines for 

managing conflicts of interest in the Ministry of Energy and Mineral Resources. This 

regulation remains in effect without any amendments. Conflicts of interest are seen as 

undermining the neutrality and objectivity of officials or employees, reducing the quality 

of decision-making. This regulation requires each unit within the Ministry of Energy and 

Mineral Resources to identify potential conflicts of interest, implement measures to 

address them, and conduct socialization and internalization of conflict of interest 

prevention. Each unit must also conduct internal evaluations of conflict of interest 

identification and management every six months. The Inspectorate General, on the other 

hand, plays a role in assisting the identification process, supporting socialization, 

providing consultations, monitoring and evaluating conflict of interest management 

activities. 

 

The appendix to this regulation, which outlines the guidelines for managing conflicts of 

interest, includes several aspects such as the forms of conflicts of interest (not limited 

to concurrent positions, familial relationships, or granting special access to certain 

parties), types of conflicts of interest, sources of conflicts of interest (five sources: 

affiliation relationships, gratuities, organizational system weaknesses, personal 

interests, and concurrent positions), as well as prevention and management actions. 

 

Notably, this regulation focuses more on preventing conflicts of interest, but its handling 

mechanisms are not optimally regulated. First, regarding case management, all issues 

related to reported or identified conflicts of interest, whether internally or externally 

reported, ultimately result in decisions by the immediate supervisor of the concerned 

individual, who then reports to the unit head. Six measures are outlined for handling 

conflicts of interest: reducing personal interests, withdrawing from decision-making 

processes, job transfers, delegation of duties and responsibilities, resignation, and 

imposing sanctions. However, the regulation does not specify the types of sanctions 

(e.g., dismissal) or mechanisms for reporting to law enforcement agencies. 

 

Second, the Inspectorate General lacks a significant role as an external party to the units 

within the Ministry. Its tasks are limited to assisting in identification of conflict of 

interest, socialization, and consulting on identification issues, as well as monitoring and 

evaluation. The latter task is essentially also carried out by the concerned unit. All 

processes in case management are passive, with no provisions for active measures to 

prevent conflicts of interest or proactively report to oversight or law enforcement 

agencies.  
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J. Ministerial Regulation of Energy and Mineral Resources No. 25 of 2014 on the 
Internal Complaint Handling System for Alleged Corruption Crimes within the 
Ministry of Energy and Mineral Resources 

 

This regulation primarily governs the internal complaint handling system within the 

Ministry of Energy and Mineral Resources. It can be related to Ministerial Regulation 

No. 46/2016 mentioned above, as it includes provisions for reporting mechanisms to 

law enforcement agencies.  

 

This regulation addresses several key points:  

 

1. All Ministry of Energy and Mineral Resources employees can act as complainants, 

whose confidentiality and rights as whistleblowers or witnesses are protected from 

administrative employment actions. 

 

2. The regulation does not explicitly address non-Ministry of Energy and Mineral 

Resources employees as complainants, even though such clarity is important 

because every complainant has the right to be informed about the progress of their 

complaint;  

 

3. Each complaint is handled by a whistleblower complaint management team 

established by the minister as an independent unit based on a proposal from the 

Inspectorate General. The regulation also provides for protection mechanisms for 

team members and procedures for managing conflicts of interest.  

 

4. The whistleblower complaint management team is tasked with receiving, verifying, 

and reviewing every complaint and then preparing a report for the Inspectorate 

General if the complaint indicates alleged corruption. The Inspectorate General 

conducts audits with specific objectives based on the team's report and submits 

the audit findings and recommendations to the minister. On behalf of the minister, 

the report is forwarded to law enforcement agencies if the audit uncovers strong 

indications and evidence of corruption. Additionally, the Inspectorate General is 

responsible for restoring the reputation of individuals accused of corruption who 

are later found not guilty by law enforcement, the Corruption Eradication 

Commission, or court rulings. 
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K. Ministerial Regulation of Energy and Mineral Resources No. 3 of 2021 on 
Gratuities Control within the Ministry of Energy and Mineral Resources 
 

This regulation repeals Ministerial Regulation No. 37 of 2014, which addressed the same 

issue. It is closely related to Ministerial Regulation No. 46/2016 on conflict of interest, 

as many categories of gratuities that are not required to be reported may transform into 

reportable gratuities if they meet conflict of interest criteria (e.g., family gifts with 

potential conflicts of interest or gifts from third parties). This regulation also provides 

clearer stipulations on who must comply. While the previous regulation referred primarily 

to employees, this regulation extends its scope to include state officials.  

 

Similar to the internal whistleblower complaint regulation, this regulation establishes a 

new institution called the Gratuities Control Unit, formed by the minister under the 

Inspectorate General. The unit operates at the ministerial level and within each unit of 

the ministry. The unitͻs tasks include receiving, analyzing, and administering reports on 

the acceptance or rejection of gratuities; forwarding reports of received gratuities to the 

Corruption Eradication Commission; managing items related to gratuities; conducting 

socialization on gratuity-related matters; and more. Gratuity reporting is handled in three 

stages: verification, analysis, and determination of the gratuity report status. 

 

 

 

L. Ministerial Regulation of State-Owned Enterprises No. 1 of 2015 on Guidelines 
for Managing Conflicts of Interest within the Ministry of State-Owned 
Enterprises 
 

Another regulation worth examining is one issued by the Ministry of State-Owned 
Enterprises, which has a significant influence on policies for electricity-related SOEs 
(e.g., PLN). This regulation addresses conflict of interest management and was issued 
in 2015. During his tenure in President Prabowo Subiantoͻs "Merah Putih" Cabinet, Erick 
Thohir, the Minister, pledged to introduce more updated regulations on conflict of 
interest. Until new regulations are issued, this regulation remains in effect within the 
ministry. 
 
The objective of this regulation is to improve governance toward corruption-free, 
collusion-free, and nepotism-free government operations and to ensure a uniform 
understanding of conflicts of interest for improved employee performance. Conflicts of 
interest are defined (similarly to Ministerial Regulation No. 46/2016) as situations where 
civil servants within the Ministry of State-Owned Enterprises have or are suspected to 
have personal interests that influence the use of authority in their position, affecting the 
quality of decisions and/or actions. This regulation does not distinguish between 
employees and officials within the ministry.  
 
Each ministry seems to determine its own forms, types, and sources of conflicts of 
interest. For instance, this regulation identifies five sources of conflicts of interest: abuse 
of authority, affiliation relationships, gratuities, organizational system weaknesses, and 
personal interests. Meanwhile, the Ministry of Energy and Mineral Resources does not 
list abuse of authority as a source, replacing it with concurrent positions. 
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A critical note on the ministerial regulation is that there is no system to internalize the 
instruction on preventing conflicts of interest. The regulation does not require units 
within the Ministry of State-owned Enterprises to identify conflicts of interest and design 
the case management measures. Instead, employees who find themselves in potential 
conflict situations must self-assess and sign a declaration of potential conflict of 
interest. This self-assessment is evaluated by the direct supervisor and/or the 
inspectorate. If their evaluations differ, the direct supervisor and/or inspectorate's 
assessment prevails. 
 
If conflicts of interest occur, six measures can be taken: withdrawal from decision-
making processes, restricted access to information, employee transfer, delegation of 
tasks and responsibilities, increased supervision of the employee, and imposition of 
strict sanctions.  
 
A positive aspect of this regulation is the identification of corruption-prone areas or 
tasks that employees must avoid to prevent conflicts of interest. These areas include 
procurement processes, approval of asset releases or utilization, appointments of the 
State-Owned Enterprises (SOEs) directors or commissioners, and more. 
 
Additionally, the Ministry of SOEs has issued Ministerial Regulation No. 3 of 2023 on 
State-Owned Enterprise Human Resources. This regulation addresses a key intervention 
by the Ministry of State-Owned Enterprise: setting criteria for the appointment of 
directors and commissioners in SOEs and their subsidiaries, as well as procedures for 
such appointments. This is critical as these positions are often criticized for political 
patronage.19 
 
Although the regulation outlines strict criteria for appointing the ministry directors and 
commissioners, it has not significantly strengthened state-owned enterprises in the 
energy sector to prevent corruption in electricity infrastructure provision. Criticism 
remains regarding the appointment of commissionerswͯhose role is to provide advice 
and oversee business operationsaͯs political rewards by the ruling regime. Furthermore, 
the stringent criteria for directors and commissioners have not addressed public 
criticism of appointments made by the ministry that do not align with the appointees' 
expertise. 
 
 

  

 
19  Kompas.id (June 12, 2024). Criticism of Job Distribution in State-Owned Enterprises (SOEs), DPR: An 

Architect Managing Gas? (Kritik Bagi-bagi Jabatan di BUMN, DPR: Arsitek kok Urus Gas?). Retrieved from 
https://www.kompas.id/baca/polhuk/2024/06/12/kritik-bagi-bagi-jabatan-komisaris-dan-direksi-bumn-
dpr-lulusan-arsitektur-kok-ngurusin-gas 
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2.2.  Business Process in the Electricity Supply Sector 
 

 

At the end of his tenure (September 2024), President Jokowi once again criticized the 

inefficiency of licensing for electricity generation. Investors, particularly in geothermal power 

plants, reportedly must wait 5ͮ6 years from the licensing process to the start of 

construction.20 Back in 2019, Jokowi raised similar concerns about the excessive number of 

licenses required for power generation.21 In response, the Ministry of Energy and Mineral 

Resources (ESDM) claimed to have reduced the number of permits and integrated the process 

into the Online Single Submission (OSS) system. However, the President's complaints 

persisted five years later.  

 

Riset ini tidak dalam kapasitas mengamini atau menegasikan keluhan presiden di atas. Kami 

melihat bukan soal banyak atau sedikit jenis izin atau cepat atau lambatnya proses 

pengurusan izin, namun kami lebih melihat pada sejauh mana proses perizinan yang ada 

tepat sasaran, transparan, adil dan bebas korupsi serta mengikuti kaidah perlindungan 

lingkungan, sosial dan penghormatan atas HAM. Presiden mengeluhkan lambatnya 

pengurusan AMDAL yang bisa mencapai 1-2 tahun. Namun AMDAL justru harus ditelaah, 

diperiksa oleh sebanyak mungkin ahli dan pihak berkepentingan lainnya dengan baik agar 

tidak memberikan dampak negatif di kemudian hari. Tapi kami memang melihat bahwa 

perizinan dalam pembangkitan listrik ini cukup ribet. Tidak mudah dicerna oleh orang biasa 

yang juga dalam sisi lain menunjukkan belum begitu transparan dan akuntabelnya proses 

perizinan dalam penyediaan tenaga listrik. 

 

  

 
20  Ministry of Energy and Mineral Resources (2024) Press Release: Opening IIGCE 2024, President Jokowi Calls 

for Accelerating Geothermal Licensing (Siaran Pers: Buka IIGCE 2024, Presiden Jokowi Minta Percepatan 
Perizinan Panas Bumi). Retrieved from https://www.esdm.go.id/id/media-center/arsip-berita/buka-iigce-
2024-presiden-jokowi-minta-percepatan-perizinan-panas-bumi   

21  Kumparan Bisnis (2019). Power Plant Construction Permits Highlighted by Jokowi, Hereͻs the Ministry of 
Energy and Mineral Resourcesͻ Explanation (Izin Bangun Pembangkit Listrik Disoroti Jokowi, Begini 
Penjelasan ESDM). Retrieved from https://kumparan.com/kumparanbisnis/izin-bangun-pembangkit-listrik-
disoroti-jokowi-begini-penjelasan-esdm-1r3EJMVIeC0/full   



Corruption Risk Assessment (CRA): Corruption Risks Mapping in Renewable Energy-Based Electricity Supply 

44 

After reviewing the regulations in the previous section and examining documents related to 

licensing in electricity supply, we noted the following: 

 

First, specifically regarding electricity supply, the licensing authorities are the Minister and 

the Governor. The distinction in their authorities is explained in the sections detailing each 

type of electricity supply license elsewhere in this chapter. Similar to general licensing 

issuance, their authority follows administrative boundaries or specific criteria. For instance, a 

Governor can issue business licenses such as IUPTLU (non-integrated) for installations 

located within a single province or determine electricity tariffs for IUPTLU holders whose 

licenses are issued by the Governor. The Governor also has the authority to issue IUPTLS for 

facilities with a capacity of 500 kW to 10 MW and standard certificates for owners of power 

plants with capacities up to 500 kW. 

 

In the electricity supply business, 11 types of licenses are included in the OSS system: 

 

a. Electricity generation  

b. Electricity transmission 

c. Electricity distribution 

d. Electricity sales 

e. Integrated electricity generation, transmission, distribution, and sales 

f. Integrated electricity generation, transmission, and sales 

g. Integrated electricity generation, distribution, and sales 

h. Integrated electricity distribution and sales 

i. Cross-border electricity sales licenses 

j. Cross-border electricity purchase licenses 

k. Cross-border electricity grid interconnection licenses. 
  

Each of the above license types has supporting licenses known as Business Licensing to 

Support Business Activities (PB UMKU). These supporting licenses are necessary as 

complements to primary licenses or are required during operational and/or commercial 

stages. Two Business Licensing to Support Business Activities types discussed in this 

research are (1) RUPTL approval and (2) business area determination. 

 

Second, all licensing processes for the above license types are integrated into the OSS system 

(oss.go.id), managed by Indonesia Investment Coordinating Board/Investment and One-Stop 

Integrated Services Agency at the provincial level. License types are categorized under the 

Indonesia Standard Industrial Classification and Business Licensing to Support Business 

Activities. For such licenses, applications are processed in a single pathway through the OSS. 

Conversely, for licenses not yet included in the Standard Industrial Classification, the current 

process involves two steps: First, submitting an application through oss.go.id, and second, 

submitting a follow-up application to the Ministry of Energy and Mineral Resources via 

perizinan.esdm.go.id/gatrik.  
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Regardless of whether the license is included in the Standard Industrial Classification, the 

Indonesia Investment Coordinating Board acts as the first primary gateway for processing 

licensing applications. However, technical verification of requirements remains under the 

jurisdiction of the Ministry of Energy and Mineral Resources or the provincial electricity 

offices. This is based on specific requirements for electricity supply stipulated in Ministry of 

Energy and Mineral Resources regulations. Approval or rejection by the technical ministry 

forms the basis for the approval/rejection letter signed by the Head of the Indonesia 

Investment Coordinating Board. 

 

Third, agencies involved in licensing for electricity supply are not limited to the Ministry of 

Energy and Mineral Resources but also include other ministries and local governments, 

particularly at the provincial level. The involvement of various stakeholders in the electricity 

supply licensing process is illustrated in the following diagram, which outlines the IUPTLU 

licensing process from the application stage to operations: 
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Applicants looking to establish or participate in the electricity supply business must navigate 

through at least 7 Ministries and 1 State-Owned Enterprise. Specifically, three types of 

IUPTLU business applications (distribution, electricity sales, and integrated electricity supply) 

require prior determination of the business area by the Minister of Energy and Mineral 

Resources and approval of the RUPTL by the Minister or Governor.  

 

Each stage of the licensing process has its own requirements, application handling 

procedures, timelines, and different licensing authorities. Since IUPTLU for electricity 

generation falls under the high-risk category, the process at each stage is correspondingly 

strict. In the OSS system, all types of electricity supply licenses are classified as high-risk. 

Consequently, license applicants must have a Business Identification Number, a business 

license, and a standard certificate if necessary. 

 

The diagram illustrates that the licensing process is divided into two major stages: basic 

requirements and business licensing. The basic requirements consist of two types: the 

Business Identification Number and the submission of the Beneficial Ownership list. 

 

Fulfilling these basic requirements involves three ministries: the ministry responsible for 

corporate legality, Ministry of Agrarian Affairs and Spatial Planning/National Land Agency, 

and Ministry of Environment and Forestry. These ministries handle matters related to 

corporate legality, business compliance with spatial planning (location permits if an RDTR 

does not exist), environmental approvals, and land use.  

 

On the other hand, business licensing falls under technical ministries such as the Ministry of 

Energy and Mineral Resources, the Ministry of Finance (for fiscal incentives, financial ease of 

doing business, or issuing Tax Identification Numbers), the Ministry of Transportation for 

navigation or special terminals, and the Ministry of Public Works and Public Housing for the 

use of facilities such as reservoirs for hydropower plant construction. Additionally, there are 

other related licenses, such as import permits and employment regulations. 

 

Provincial governments also have authority in issuing electricity supply business licenses. For 

example, they may provide recommendations in the process of determining a business area 

for a company, issue IUPTLU licenses, or grant permits for electricity distribution and sales 

businesses holding specific business areas without involving electricity generation activities. 
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Fourth, the business process for licensing in electricity supply is as follows: 

 

 

 
 

 

 

A. Business Area Determination 
 

The official definition used to describe a business area is the area designated by the 

Minister of Energy and Mineral Resources as the location where a company conducts 

electricity distribution and/or sales activities. This business area is not the same as an 

administrative governmental area. Business area determination follows the electricity 

supply needs outlined in the National Electricity General Plan. 

 

As mentioned in the regulations, not all electricity supply licenses require business area 

determination. The types of businesses that require business area determination are: (1) 

Electricity distribution businesses, (2) Electricity sales businesses, or (3) Integrated 

businesses involving electricity generation, transmission, distribution, and sales. In other 

words, businesses focused solely on electricity generation or transmission do not require 

business area determination. 

 

  



Corruption Risk Assessment (CRA): Corruption Risks Mapping in Renewable Energy-Based Electricity Supply 

49 

However, having a business area simplifies business processes by providing assurance 

that the business area holder has a monopoly on electricity supply in that area. Other 

entities without a business area must collaborate with or lease from the business area 

holder. The application for business area determination is submitted to the Minister of 

Ministry of Energy and Mineral Resources via the Directorate General of Electricity with 

the following documents: (1) Electricity supply needs analysis, (2) Governorͻs 

recommendation, and (3) Technical evaluation results for business area determination 

from a technical team (including confirmation that the business area does not overlap 

and the company is capable of meeting electricity supply needs).  

 

In the process, the governor's role is to provide recommendations. These 

recommendations include the boundaries and map of the business area, a statement 

that the Electricity Supply Business License for Public Use (IUPTLU) will be issued after 

the business area is determined along with the approval of the electricity supply business 

plan, and confirmation that the business area is not yet covered by an existing business 

area holder or that the existing holder cannot provide electricity or maintain a reliable 

and high-quality distribution network. 

 

A business area can only be granted to one company per area (although a company may 

hold multiple business areas). Therefore, the determination of business areas must 

consider several criteria, such as.  

 

1.  Existing business area holders who are unable to provide electricity, fail to meet 
quality and reliability standards, or relinquish part or all of their business area to the 
minister. 

2.  Requested business areas that are not yet covered by an existing holder. 

3.  Areas that are integrated zones managing energy resources in line with electricity 
demand patterns for their business operations. 

 

Field verification can be done with the assistance of a technical team to assess whether 

the business area determination criteria align with the submitted application documents. 

If approved, the Minister of Ministry of Energy and Mineral Resources via the Directorate 

General of Electricity issues the business area determination. 

 

Business area coverage can changeeͯither expand or shrinkͯbased on the company's 

capacity to supply electricity. A business area may expand if another area holder cannot 

provide electricity, or shrink if the holder cannot meet electricity supply needs within its 

own area. 

 

A business area can be revoked if, for three years, the company does not obtain an 

IUPTLU, its IUPTLU expires without renewal or is revoked, or the company fails to meet 

obligations within its business area. Revoked business areas can be reassigned to an 

SOE holding an IUPTLU with a business area (usually PLN) or to another IUPTLU holder 

with the nearest business area. It is important to note that the SOE can inherit a revoked 

business area even if it is not adjacent to its existing area.  
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As of October 2021, there were 55 business area holders. PLN, although considered a 

single business area holder, has a coverage area spanning the entire country, except for 

business areas specifically assigned by the government to other entities. Of the 55 

holders, 50 hold integrated IUPTLUs, while the remaining hold distribution and electricity 

sales IUPTLUs. Operational data shows that 44 business areas are active, while 11 are 

not yet operational.22 One example of a non-operational holder is PT Biogreen Power 

Jayapura, which appears to operate a biomass power plant utilizing palm oil waste. 

 

 

 

B. Approval of Electricity Supply Business Plan (RUPTL) 
 

The RUPTL (Electricity Supply Business Plan) is used by business area holders as the 

basis for electricity supply activities for public purposes and for electricity purchase 

and/or electricity grid lease agreements with other IUPTLU holders. Similar to business 

areas, the approval of RUPTL must be obtained before applying for a business license. 

RUPTL approval is required in the process of applying for IUPTLU licenses for electricity 

distribution, electricity transmission, and integrated electricity supply businesses. Thus, 

there are two types of RUPTL: RUPTL for electricity distribution and/or sales (valid for 5 

years), and RUPTL for integrated electricity supply (valid for 10 years). 

 

The RUPTL approval is submitted to the minister via the Directorate General of Electricity 

(Ditjen Gatrik) or to the governor, depending on their authority, through the applicable 

licensing process. The minister can approve RUPTL for IUPTLU holders whose licenses 

are issued by the minister, while governors can approve RUPTL for businesses licensed 

by the governor.  

 

Under Presidential Regulation 112/2022, the RUPTL approval process includes an 

additional step of coordination with the Minister of State-Owned Enterprises and the 

Minister of Finance. This step is not found in the regulations governing general electricity 

supply licensing but is specific to regulations that prioritize renewable energy in 

electricity supply. According to the text of the regulation, this coordination is mandatory. 

It ensures considerations regarding the balance of electricity supply and demand, the 

readiness of the electricity system, and the stateͻs financial capacity. This regulation is 

advantageous as it enables other government agencies to review the content and 

formation process of the RUPTL document (although public involvement in the RUPTL 

approval process remains minimal or non-existent). However, it should be clarified 

whether this coordinated RUPTL approval process involving the Minister of State-Owned 

Enterprises and the Minister of Finance is binding for other businesses requiring RUPTL 

ratification. 

 

  

 
22  PwC, Power in Indonesia: investment and Taxation Guide, August 2023, 7 edition. 
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The RUPTL is formulated based on projections of customer numbers and types, and it is 

aligned with the electricity supply system development plan and the energy mix targets 

specified in the National Electricity General Plan (RUKN). These energy mix targets can 

be accomplished through three approaches: optimizing the potential of new and 

renewable energy within the business area, collaboration between business area holders, 

or purchasing new and renewable energy certificates. 

 

The RUPTL may change if (1) adjustments are made as a result of evaluations conducted 

by the business area holder annually, and (2) it must change if ordered by the minister 

or governor, depending on their authority. Any changes to the RUPTL must receive 

approval from the minister or governor according to their authority.  

 

 

 

C. IUPTLU or Electricity Supply Business License for Public Use  
 

IUPTLU is the most common type of business license. Applications for IUPTLU are 

submitted to the Ministry of Energy and Mineral Resources or the regional government 

(in this case, the governor) in accordance with the applicable regulations and 

requirements.  

 

Similar to IUPTLS applications below, applicants must already have a Business 

Identification Number and a Beneficial Ownership list. When applying through the OSS 

system, the following documents must also be attached: (1) Business Area 

Determination Decree (SK Penetapan Wilayah Usaha), (2) RUPTL Approval Decree (SK 

Pengesahan RUPTL), (3) electricity purchase agreement or electricity sales price 

approval, and (4) a feasibility study for the electricity supply business (covering financial 

feasibility, operational feasibility, grid interconnection study, installation location, 

single-line diagram, the type and capacity of the intended business, construction 

schedule, and operational schedule). 

 

An IUPTLU has a validity period of 30 years and can be extended. Changes to the IUPTLU 

are required if there are changes in the capacity of electricity installations, type of 

business, company name, or business area. The license is considered terminated if it 

expires and is not renewed, is returned by the IUPTLU holder, or is revoked by the Minister 

or governor. IUPTLU holders are required to submit an annual business implementation 

report to the Ministry of Energy and Mineral Resources or the governor every January.  

 

For companies seeking IUPTLU for electricity distribution, sales, or integrated electricity 

supply businesses, it is mandatory to first obtain business area determination and 

RUPTL approval. According to the regulations, electricity generation or transmission 

businesses do not need business area determination or RUPTL approval prior to applying 

for an IUPTLU. 

 

To clarify further, the following are examples of requirements for obtaining an IUPTLU 

for electricity generation businesses and integrated IUPTLUs.  
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Applicants for electricity generation IUPTLU (which can include Independent Power 

Producers that sell all generated electricity to PLN) must already have a Business 

Identification Number and a Beneficial Ownership list when applying through OSS. They 

must also submit a feasibility study and other required documents. 

 

Required documents or licenses include: 

Έ  Electricity tariff determination, 

Έ  Approval of electricity sales prices and grid lease (or a power purchase agreement 
between the applicant and prospective buyer), 

Έ  Approval of cross-border electricity purchase prices (if electricity is to be exported), 

Έ  Operational feasibility certificates, 

Έ  Competency certificates, and 

Έ  Import goods approval. 

 

Applications can be submitted to the Minister if the business is an SOE, spans multiple 

provinces, operates an integrated business area, sells electricity, or lease electricity grids 

to other IUPTLU holders licensed by the Minister. Applications can be submitted to the 

governor if the business operates within a single province and sells or rents electricity to 

entities licensed by the governor. 

 

For integrated IUPTLU applicants, in addition to the requirements for electricity 

generation IUPTLU mentioned above, they must also: obtain business area 

determination, secure RUPTL approval, fulfill specific requirements such as registering 

the use of electricity grid for telematics or registering electric vehicle charging stations 

(SPKLU). Applications for this type of business are submitted to the Minister due to the 

integrated nature of the operations. However, applications can also be submitted to the 

Governor if the applicant holds a business area but does not engage in electricity 

generation. In this case, the Governor can issue IUPTLU for distribution, transmission, or 

combined distribution and transmission businesses.23 

 

 

  

 
23  For more details, refer to Annexes I and II of Government Regulation No. 5/2021 on the Implementation of 

Risk-Based Business Licensing. 



Corruption Risk Assessment (CRA): Corruption Risks Mapping in Renewable Energy-Based Electricity Supply 

53 

D.  IUPTLS or Electricity Supply Business License for Own Use 

 

Before being called IUPTLS (prior to 2021), this license was referred to as an operational 

license. The name change did not render the pre-2021 implementation regulations for 

operational licenses invalid.  

 

The business activities requiring an IUPTLS are almost identical to those requiring an 

IUPTLU, except that IUPTLS does not involve the sale of electricity. IUPTLS is mandatory 

for those whose power plants are: (1) used for personal needs, or (2) reserved for 

occasional personal use, or (3) used during emergencies when electricity from the local 

IUPTLU holder is disrupted, or, (4) temporarily used for temporary activities (including 

movable power plants. 

 

IUPTLS is divided into two categories: If the business entity operates a power plant with 

a capacity of more than 500 kW in a single electricity installation system, it must obtain 

an IUPTLS. If the power plant's capacity is less than 500 kW, the obligation is only to 

submit a report on electricity supply activities for personal use (IUPTLS is not required). 

IUPTLS holders must also submit this report once during their operation to the Minister 

or governor according to their authority. 

 

Applications for IUPTLS are submitted through the OSS mechanism at Indonesia 

Investment Coordinating Board/Provincial One-Stop Integrated Services Office, along 

with requirements such as an Business Identification Number and technical study 

documentation. The technical study must include electricity needs analysis, installation 

location, single-line diagram, type and capacity of installation, construction schedule, 

and operational schedule. If approved (after verification) by the Minister or governor 

according to their authority, an IUPTLS will be issued. 

 

The Minister has the authority to issue IUPTLS for installations that cross two or more 

provinces, have a capacity of more than 10 MW, are located beyond 12 nautical miles, or 

are integrated with oil and gas facilities. On the other hand, governors have the authority 

to issue IUPTLS for installations that are located within a single province, have a power 

plant capacity between 500 kW and 10 MW, and are located less than 12 nautical miles 

offshore.24 

 

IUPTLS is valid for 10 years and can be extended. It must be amended if there are 

changes in the use of the power plant or the capacity of the electricity installation. 

IUPTLS expires when its validity period ends or is revoked by the Minister or governor.  

 

Similar to IUPTLU holders, IUPTLS holders are required to submit an annual business 

implementation report to the Ministry of Energy and Mineral Resources or the governor 

every January. 

 

 
24  The author has not found any regulation stating that the Minister issues IUPTLS for capacities greater than 

10 MW. 
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Fifth. Currently, there is an oversupply of electricity, especially in the Java and Bali 

regions. As a result, restrictions have been imposed on the construction of power plants, 

which are now only allowed outside Java and Bali. This regulation is part of a 

Memorandum of Understanding between Indonesia Investment Coordinating Board and 

PLN dated February 5, 2020, and a Cooperation Agreement between the Ministry of 

State-Owned Enterprises and Indonesia Investment Coordinating Board dated August 

18, 2020. Exceptions are made for power plants built by PLN or those using renewable 

energy. For these two cases, power plants may be built in the Java-Bali region. This 

regulation provides a special advantage to renewable energy electricity providers, 

allowing them to construct power plants across all regions in Indonesia. 

 

Sixth. Electricity generation procurement can also be done by parties other than PLN, 

such as the government, municipally-owned enterprises, or business area holders. When 

electricity generation procurement is conducted by external parties, PLN will later enter 

into a power purchase agreement. 

 

As electricity is essential for public welfare, priority for constructing power plants is given 

to PLN,25 followed by municipally-owned enterprises and private entities. PLN dominates 

electricity supply, as reflected in the management of business areas. As of October 2021, 

PLN is one of 55 business area holders in Indonesia. Although it holds only one business 

area, PLNͻs jurisdiction covers the entire country, except for areas designated by the 

government as other business area. 

 

 

 

  

 
25  As stipulated in Law No. 30/2009 and Presidential Regulation No. 4/2016. 
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Based on the regulations outlined earlier, electricity supply for public use through PLN is done 

in two ways: power plant construction procurement and electricity purchase from other 

parties. Power plant construction procurement is initiated when there is a need for a power 

plant to meet electricity demands specified in the RUPTL. Other parties act as contractors to 

build the power plant. Meanwhile, electricity purchase involves procuring electricity from 

power plants owned by IUPTLU holders or business area holders. 

 

The electricity supply process is conducted in the forms of tenders, direct selection, and direct 

appointment. Tenders can vary, including open tenders, quick tenders, or limited tenders. The 

procurement process aligns with electricity supply targets specified in the National Electricity 

General Plan (RUKN) and the RUPTL. PLN determines the compatibility between the 

procurement method and its own needs.  

 

According to PT PLN (Persero) Implementation Regulation Number 0012.E/DIR/2023 on 

Standard Procedures for Procurement of Goods/Other Services, power plant procurement 

cannot be conducted through the direct procurement method. The allowable methods are 

direct appointment and tenders. However, under Presidential Regulation 112/2022, which 

governs the acceleration and prioritization of renewable energy usage for electricity supply, 

the designated methods include direct appointment and direct selection (under specific 

criteria). Consequently, power plant procurement can be done using direct appointment, 

direct selection, and tenders.  
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Chapter 3.  

Corruption Prevention  
in Electricity Generation Procurement 

 

 

 

 

 

The licensing process for electricity supply, as outlined in the previous chapter, involves 

numerous government institutions and requires a multitude of permits and technical 

certifications. These interactions occur not only with the central government but also with 

provincial governments and the legislatives. The licensing process involves a range of 

institutions that address not only electricity and energy sources but also matters such as land 

administration, environmental protection, spatial allocation, investment, finance, 

transportation, construction, and others. Furthermore, it also involves corporate actors, 

including state-owned enterprises, municipally-owned enterprises, and private companies, 

which implement the provision of electricity. Additionally, the electricity supply process 

requires extraordinarily large investments, typically over a prolonged period, and is influenced 

by political dynamics. It is no surprise that the sectors of procurement and licensing are often 

considered among the most corruption-prone.26 

 

Due to the significant investment needs (often from foreign sources) for electricity 

infrastructure development, corruption also becomes a primary obstacle to investment. 

Corruption hinders investments in Indonesia. Numerous reports highlight corruptionͯ

whether small-scale (bribes, pay-for-play schemes) or large-scale corruptionͯas one of the 

main barriers to investment in Indonesia. One report states that the percentage of businesses 

in the extractive and construction industries that have been extorted (asked to pay money) 

reaches 47.9% and 49.5%, respectively, while the percentage that has paid bribes is 42.7% 

and 44.2%, respectively.27 These two industries are closely linked to the electricity supply 

sector. 

 

To identify vulnerabilities in the licensing process for electricity supply, this study focuses on 

two major areas: Licensing and Procurement of Goods and Services. The licensing processes 

examined include four types of licenses: business area determination, RUPTL approval, 

IUPTLU, and IUPTLS. Meanwhile, the procurement of goods and services focuses on internal 

processes within PLN. The issue of land acquisition, which remains a significant point of 

vulnerability for corruption in electricity supply, is also addressed. 

 

 
26  Antaranews (2022) KPK Reveals Three Sectors Prone to Corruption in Government (KPK ungkap tiga sektor 

rawan korupsi di lingkungan pemerintah). Retrieved from https://m.antaranews.com/berita/2782765/kpk-
ungkap-tiga-sektor-rawan-korupsi-di-lingkungan-pemerintah   

27  Paul Kenny and Eve Warburton, 2021. Paying bribe In Indonesia: A Survey of Business Corruption. Research 
Brief, Januari 2021, New Mandala 
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3.1.  A Brief Overview of Corruption Cases in the Renewable Energy Sector 
 

Similar to the fossil energy sector, governance in the renewable energy (EBT) sector also faces 

similar challenges. Corruption practices pose one of the main threats that can hinder the 

transition to clean energy in Indonesia. 

 

The significant challenges in achieving energy transition in Indonesia are not only structural 

changes within the energy sector but are also heavily influenced by corrupt practices that 

undermine the integrity and efficiency of clean energy projects. Between 2013 and 2020, 

several corruption cases in renewable energy-based power plant projects garnered public 

attention and shook confidence in the energy sector. 

 

These corruption cases involve various schemes that resulted in state losses and negatively 

impacted clean energy development. Notable cases include:  

 

(1) The 2013 Solar Home System (SHS) Procurement Case. The case involved the public 

servants worked for the Ministry of Energy and Mineral Resources, where two defendants, 

Jacob Purwono and Kosasih Abbas, were involved in auction rigging and subcontract 

approvals. The case included kickbacks and non-transparent pricing estimates, resulting in 

fund disbursement inconsistent with the actual work completed.28  

  

(2) The 2015 Hydropower Plant Development Case in Mamberamo, Papua. Papua Governor 

Barnabas Suebu and several other officials illegally directed the project to companies owned 

by themselves without following the proper auction process. This corruption caused state 

losses of Rp. 43.4 billion.29  

  

(3) The 2015 Asahan III Hydropower Plant Land Procurement Case in North Sumatra. The 

case involved Toba Samosir Regent Pandapotan Kasmin Simanjuntak, who conducted land 

procurement in a protected forest area. Funds intended for public use were instead 

transferred to personal accounts, causing state losses of Rp. 4.9 billion.30  

 

  

 
28  MAPPI FHUI Case Review Team (2015) Case Review Report: Corruption in the Procurement and Installation 

of Solar Home Systems, Directorate General of Electricity and Energy Utilization, Ministry of Energy and 
Mineral Resources of the Republic of Indonesia, Fiscal Year 2007 & 2008 (Laporan Bedah Kasus: Tindak 
Pidana Korupsi pada Pengadaan dan Pemasangan Solar Home System, Direktorat Jenderal Listrik dan 
Pemanfaatan Energi, Departemen Energi dan Sumber Daya Mineral Republik Indonesia, Tahun Anggaran 
2007 & 2008). Retrieved from https://mappifhui.org/wp-content/uploads/2016/02/Jacob-Purwono-
Kosasih-Abbas-rev2201.pdf 

29  Aghnia Adzkia (2015) CNN Indonesia. Two Papua Officials Face Hydropower Corruption Charges (Dua 
Pejabat Papua Hadapi Tuntutan Korupsi PLTA). Retrieved from: 
https://www.cnnindonesia.com/nasional/20151103002500-12-89035/dua-pejabat-papua-hadapi-
tuntutan-korupsi-plta   

30  Batamnews (2015). Suspect in Asahan 3 Hydropower Plant Corruption Case Mentions North Sumatra 
Governor's Name (Tersangka Kasus Korupsi PLTA Asahan 3 Sebut Nama Gubernur Sumut). Retrieved from: 
https://www.batamnews.co.id/berita-1207-- tersangka-kasus-korupsi-plta-asahan-3-sebut-nama-
gubernur-sumut.html  
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(4) The 2018 Solar Power Plant Procurement Case in Kalumpang, Mamuju. three civil servants 

(ASN) from the Energy and Mineral Resources (ESDM) offices of West Sulawesi and South 

Sulawesiͯ AES (56), DNTA (35), and AT (44)wͯere charged with fraud. The project was 

awarded to PT Priyaka Karya with a contract value of IDR 2.2 billion. The suspects abused 

their authority to influence the planning process for electricity provision. After the project was 

completed, the three suspects submitted false data claiming that the work was 100% finished, 

whereas investigations revealed that the project had not been fully executed.31 

  

The suspected corruption came to light after the West Sulawesi Police (Polda Sulbar) received 

a report in February 2022, showing discrepancies in the project planning. The planning 

documents indicated the construction of 36 residential units and a church, but in reality, only 

12 residential units and one church were built. The projectͻs execution, which did not comply 

with the contract and the Bill of Quantities (RAB), resulted in a state financial loss of IDR 322 

million.32  

  

(5) The 2020 Peusangan Hydropower Plant Land Acquisition Case in Aceh. Three suspectsͯ

HRD (58), BSA (54), and KRM (50)mͯisused compensation funds for affected community 

assets. Despite PLN paying Rp. 428.7 million for a volleyball court and well, and Rp. 20.7 

million for a prayer house, the funds were misappropriated for personal use, causing state 

losses of Rp. 809.8 million. The misconduct highlights the adverse impact on the community, 

which should have benefited from the renewable energy project.33 

 

6) A notable example of corruption in the electricity infrastructure involves the misuse of 

political power to secure the inclusion of projects in government programs, budgets, or 

electricity supply planning documents, such as the RUPTL. This corruption is driven not only 

by conflicts of interest but also by trading of influence. One such case is the corruption 

scandal surrounding the Riau-1 CFPP 34 or the corruption case involving Dewi Aryaliniza, also 

known as Dewie Yasin Limpo. As a member of the Commission VII  of the House of Parliament 

(DPR), which oversees energy issues, Dewie accepted bribes from the Local Government of 

Deiyai, Papua Province, to push for the inclusion of an electricity procurement project (Micro 

Hydropower Plant) in Deiyai Regency in the central governmentͻs 2016 budget. Dewie even 

directly submitted the proposal to the Ministry of Energy and Mineral Resources. However, 

the project did not meet the necessary requirements and was ultimately excluded from the 

2016 ministry state budget. Dewie initially requested a fee of 10% of the proposed budget by 

 
31  Hafis Hamdan (2023) Detik.com. West Sulawesi Police Name Three Civil Servants as New Suspects in Solar 

Power Plant Corruption Case Worth IDR 322.6 Million (Polda Sulbar Tetapkan 3 ASN Tersangka Baru Kasus 
Korupsi PLTS Rp 322,6 Juta). Retrieved from https://www.detik.com/sulsel/hukum-dan-kriminal/d-
6817572/polda-sulbar-tetapkan-3-asn-tersangka-baru-kasus-korupsi-plts-rp-322-6-juta   

32  Amirullah (2023) antaranews. West Sulawesi Police Detain Three Suspects in Solar Power Plant Project 
Corruption Case (Polda Sulawesi Barat tahan tiga tersangka dugaan korupsi proyek PLTS). Retrieved from 
https://www.antaranews.com/berita/3787356/polda-sulawesi-barat-tahan-tiga-tersangka-dugaan-
korupsi-proyek-plts   

33  Baga (2022) Dialeksis.com. Prosecutors Detained Three Suspects in Peusangan Hydropower Plant 
Compensation Corruption Case (Jaksa Tahan 3 Tersangka Tipikor Ganti Rugi PLTA Peusangan). Retrieved 
from https://dialeksis.com/aceh/jaksa-tahan-3-tersangka-tipikor-ganti-rugi-plta-peusangan/   

34  Details about the Riau-1 CFPP corruption case can be found in the Policy Paper by Transparency 
International Indonesia titled "Advancing the Urgency of Strengthening Transparency & Accountability in 
Electricity Planning in Indonesia (Mendorong Urgensi Penguatan Transparansi & Akuntabilitas dalam 
Perencanaan Ketenagalistrikan di Indonesia)," published in 2024 
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the Deiyai Local Government, which was later agreed to at 7% of the projectͻs value. The bribe 

amounted to 77,700 Singapore dollars, which she received along with Bambang Wahyuhadi 

through her personal assistant, Rinelda Bandaso. The bribe came from Setiady Jusuf (owner 

of PT Abdi Bumi Cenderawasih and the fund provider) 35 and Itenius Adii (Head of Energy and 

Mineral Resources Department, Deiyai Local Government). Dewie was sentenced to 8 years 

in prison based on the Supreme Courtͻs cassation decision in 2018. The cassation decision 

(2729 K/PID.SUS/2016) is also considered a landmark ruling because it imposed an 

additional penalty in the form of the revocation of Dewie's political rights for 5 years after 

completing her sentence.36 

  

From the examples of cases mentioned above, various forms of corruption can be identified, 

including the manipulation of contract specifications and auction winners, fictitious projects, 

projects completed with lower-than-promised specifications, bribery, gratuities, extortion, 

misuse of land compensation funds, unauthorized use of forest land contrary to spatial 

planning, and undue influence in the planning process for electricity supply. 

 

These corrupt practices occur throughout the stages of electricity provision, from the initial 

planning process to project specification arrangements, bidding processes, land acquisition, 

and construction. In other words, corruption infiltrates almost every phase of electricity 

provision. 

 

These cases highlight how corruption in the energy sector not only undermines the integrity 

of projects but also hampers efforts toward a clean energy transition. Such practices have the 

potential to erode investor trust and hinder sustainable economic growth. Transparency in 

tender processes and public fund management is crucial to ensuring the success of the 

energy transition. If left unaddressed, Indonesia will face significant challenges in achieving 

its Net Zero Emissions (NZE) 2060 target and risk losing access to the international funding 

needed to support renewable energy projects, which should serve as the foundation for 

sustainable economic growth moving forward. 

 

 

 

  

 
35  This company is still listed as a partner in the government's e-catalog. 
36  Refer to the 2018 Annual Report of the Supreme Court, "A New Era of Modern Judiciary Based on 

Information Technology." 
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3.2.  Corruption Prevention in Renewable Energy Electricity Supply 
 

 

From the explanation of applicable regulations and corruption cases related to electricity 

provision mentioned above, several notes can be drawn to map the vulnerable points for 

corruption. 

 

First, the electricity provision sector is inherently vulnerable to conflicts of interest due to the 

extensive decision-making by state officials and the active involvement of private entities. 

When efforts to prevent and address conflicts of interest are weak or neglected, the risk of 

corruption significantly increases. Establishing regulations to manage conflicts of interest is 

critical throughout the business licensing process, extending beyond licensing to include 

planning, construction, and operational phases of electricity supply. 

 

Since 2012, regulations addressing conflicts of interest have become increasingly prevalent 

across ministries, central government agencies, and local governments, following the Ministry 

of Administrative and Bureaucratic Reform Regulation No. 37 of 2012 on General Guidelines 

for Handling Conflicts of Interest. Each ministry has developed its own regulations for 

managing conflicts of interest, resulting in frameworks that, while similar in intent, vary in 

clarity and implementation. For example, the Ministry of Energy and Mineral Resources has 

established better procedures compared to the Ministry of State-Owned Enterprises or the 

Investment Coordinating Board. At the Ministry of Energy and Mineral Resources, conflict-of-

interest management is better-structured, encompassing preventative measures, mandatory 

registration of potential conflicts, systematic monitoring and evaluation by internal teams and 

inspectors, and clear enforcement mechanisms. 37 

  

However, as discussed in Chapter 3 above, there are still areas for improvement in conflict-

of-interest regulations:  

 

(1) Lack of transparency in handling processes. All matters involving reports or situations 

of conflicts of interest, whether reported internally, externally, or discovered within, end 

with a decision by the immediate superior, who then reports to the unit leader. However, 

there is no regulation on the transparency of the actions taken to address such issues. 

 

(2) Passive handling process. There are no provisions for proactive measures to prevent 

conflicts of interest or requirements for active reporting to supervisory or law 

enforcement agencies.. 

 

(3) Handling external information about conflicts of interest. While this process requires 

confidentiality, verification must be well-executed, and the follow-up process should be 

communicated to the informant.  

 

 
37  Erick Thohir Wants to Revise the Regulation on Conflict of Interest in State-Owned Enterprises. Retrieved 

from: https://market.bisnis.com/read/20241021/192/1809415/erick-thohir-siap-rilis-aturan-baru-cegah-
konflik-kepentingan-di-bumn 
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(4) Uniform treatment when handling conflicts of interest, whether involving individuals 
(officials and civil servants) or procurement processes. The approach should differ when 
conflicts involve senior public officials, such as Directors General, Ministers, or their 
Politically Exposed Persons (PEPs). In such cases, the involvement of external parties, 
such as the Corruption Eradication Commission, is essential to ensure proper and 
impartial handling. Similarly, in the procurement of goods and services, the handling of 
conflicts of interest should be adjusted based on the projectͻs nominal value and the 
strategic importance of the procurement. 

 
(5) Officials refraining from actions categorized as conflicts of interest should be the 

minimum standard for holding office. Incentives are unnecessary; instead, disincentives 
should be strengthened through stricter, fairer, and more consistent rule enforcement. 

 
(6) Monitoring and evaluation reports on the implementation of Ministerial Regulations 

regarding conflicts of interest in ministries overseeing the electricity sector, particularly 
those within the Ministry of Energy and Mineral Resources under Regulation No. 46 of 
2016, are not made publicly available. As a result, the public remains unaware of the 
effectiveness of conflict-of-interest regulations within the Ministry of Energy and 
Mineral Resources.38 

 
The Ministerial Regulation on Conflict of Interest mentioned above was recently repealed 
on October 31, 2024, and replaced by Regulation of the Minister of Administrative and 
Bureaucratic Reform No. 17 of 2024 on Conflict of Interest Management. All ministriesͯ
including those managing the electricity sectoraͯre required to comply with the new 
Conflict of Interest Regulation no later than six (6) months after the new regulation is 
enacted.  
 
Regulation of the Minister of Administrative and Bureaucratic Reform 17/2024 on 
Conflict of Interest Management brings a fresh perspective to handling conflicts of 
interest moving forward. In summary, this regulation mandates the establishment of a 
Conflict of Interest Management System through the appointment of Conflict of Interest 
Management Executing Officers (Article 16 paragraph 2 point c) in every government 
agency. It also acknowledges the potential for conflicts of interest arising from the use 
of influence and/or relationships from previous positions in new roles (revolving door), 
requires managing conflicts of interest through a two-year cooling-off period for former 
government officials, and mandates the recording of share ownership in companies, 
beneficial owners, and post-retirement work plans in a List of Interests. 
 
Additionally, the new regulation requires government agencies to provide a complaint 
mechanism for suspected conflicts of interest and ensure the safety and confidentiality 
of whistleblowers. Furthermore, the regulation introduces rewards for officials and 
government agencies that serve as exemplary models in managing conflicts of interest. 
Since this regulation is still relatively new, it needs to be widely socialized and earnestly 
implemented by ministries.   

 
38  Transparency International Indonesia & Indonesia Corruption Watch. (2023). Strengthening Anti-Conflict of 

Interest Regulations: A Case Study of Business Figures Behind Energy Resource Management (Memperkuat 
Regulasi Anti Konflik Kepentingan: Studi Kasus Pebisnis di Balik Pengelolaan Sumber Daya Energi). 
Retrieved from https://ti.or.id/books/studi-kasus-pebisnis-di-balik-pengelolaan-sumber-daya-energi/   
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Second, still related to conflicts of interest, is the regulation on the requirement to attach a 

list of beneficial owners as part of the Business Identification Number submission process. 

This requirement should serve as a crucial barrier to prevent conflicts of interest. Although 

the issue of beneficial owners is not solely about conflicts of interest, it also relates to other 

issues such as fair business competition, monopoly prevention, or allocation and quota 

regulations. 

 

The list of beneficial owners, referred to in Indonesian regulations as "pemilik manfaat," is 

regulated under Presidential Regulation No. 13 of 2018 and, in the context of this research, 

Minister of Law and Human Rights Regulation No. 15 of 2019. A beneficial owner is defined 

as an individual who can appoint or dismiss directors, commissioners, managers, trustees, or 

supervisors in a corporation, has the ability to control the corporation, is entitled to and/or 

receives benefits from the corporation either directly or indirectly, is the actual owner of the 

corporationͻs funds or shares, and/or meets the criteria as stipulated in the laws and 

regulations. 

 

Under the above Ministerial Regulation, the list of beneficial owners must be submitted during 

the application for incorporation, registration, and/or approval of the corporation as well as 

when the corporation conducts its business activities. This requirement may underlie the 

obligation to submit the list of beneficial owners when applying for business licensing in the 

electricity sector through the OSS (Online Single Submission) system.39 

 

In the context of electricity provision, not all licensing applications are required to include a 

list of beneficial owners. An exception is made for IUPTLS applicants. This exception might 

be justifiable due to self-use purposes and possibly because the scale is small or for 

household use.  

 

However, problems arise in specific conditions (e.g., when electricity needs are unmet by an 

IUPTLU holder with a designated operational area). In such cases, an IUPTLS holder can sell 

their excess power to PLN (the state electricity company) or consumers. This sale of excess 

power requires approval from the Minister or Governor, as per their authority, because it 

involves a Sale Price Approval for Electricity. Such approvals are valid for one year and subject 

to review. Under a different regulation, Presidential Regulation No. 112/2022, power purchase 

agreements (PPAs) for excess power from renewable energy-based IUPTLS generators must 

have a minimum term of three years, with options for extension. The process leading to the 

PPA is conducted via direct appointment. Furthermore, IUPTLS holders can perform parallel 

operations with integrated IUPTLU holders operating within designated areas. Given these 

circumstances, IUPTLS applicants should ideally be treated equivalently to IUPTLU 

applicants by disclosing their companyͻs list of beneficial owners, which should also be 

accessible to PLN during the direct appointment process. 

 
39  We have not found any regulations within the Ministry of Energy and Mineral Resources that require 

corporations to provide a list of beneficiaries or ultimate beneficial owners when applying for business 
licenses within the ministry's scope. Similarly, we have not identified any regulations at the level of the 
Investment Coordinating Board addressing similar requirements. There is a regulation, Number 4 of 2021, 
issued by the Investment Coordinating Board, which provides guidelines for risk-based business licensing 
services; however, the obligation to submit a list of beneficiaries is not mentioned in this regulation. 
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Another issue related to beneficial owners is the verification of the list of beneficial owners 

and its enforcement. Verification of the list is conducted by the Ministry of Law and Human 

Rights, but the actions to be taken in cases of discrepancies between the applicantͻs 

submitted list and the governmentͻs verification results remain unclear. To date, many 

companies have either not submitted their list of beneficial owners or have submitted one 

that does not comply with the regulations. There are no incentives or disincentives related to 

this issue. 

 

Third, the process of managing licensing through the Online Single Submission - Risk-Based 

Approach (OSS-RBA) system. The presence of a digital one-stop licensing service addresses 

the vulnerability to corruption caused by excessive direct interactions between applicants and 

licensing officials or because the licensing process is perceived as convoluted, non-

transparent, and requiring ;facilitation payments΄ to quicken the process.  

 

OSS began to be implemented gradually in 2018, and the Risk-Based Approach system was 

introduced in 2021. The OSS RBA system advances licensing by shifting the basis from 

"license-based" to "risk-based." This system aims to streamline the licensing process, reduce 

direct interaction, and optimize government oversight on higher-risk points. For low-risk 

businesses, the licensing requirements are much simpler, requiring only a Business 

Identification Number. However, medium- and high-risk businesses must obtain a Business 

Identification Number, license, and certification.  

 

This approach also enhances government oversight because certain types of businesses are 

monitored only at the end or when problems arise. This contrasts with medium- and high-risk 

businesses, where government oversight begins from the application process through 

operations, requiring not only licensing but also professional certifications. The government 

monitors compliance with the commitments that license holders must fulfill.  

 

However, the OSS-RBA system seems to only address complaints about lengthy, convoluted 

licensing processes involving multiple steps and uncertain timelines by offering the benefits 

of ease of investment and streamlined licensing. It does not address the reduction of 

corruption risks in the licensing process. This is because, within the OSS RBA system 

(particularly for high-risk sectors like electricity provision), there is still room for discretion by 

technical officials and/or negotiation between applicants and licensing officials. 

 

In the OSS RBA system for the electricity sector, the business licensing process still follows 

procedures and systems within the technical ministry (in this case, the Ministry of Energy and 

Mineral Resources through its own licensing system at perizinan.esdm.go.id). This is 

understandable, as technical criteria compliance must be checked, technical evaluations are 

required, and field or laboratory inspections may be necessary to fulfill licensing 

commitments. At this point, room for negotiation persists because the OSS system essentially 

serves only as a gateway handling basic requirements (Business Identification Number, 

spatial allocation compliance, building permit approvals), while business licensing remains 

under the jurisdiction of technical ministries or local government offices. Additionally, not all 

licensing processes are yet integrated into the OSS system, as is common at the local 

government level, where regional heads may still directly intervene in licensing processes for 

licenses not yet incorporated into OSS or The Investment Board One Stop-Service. 
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For instance, in the process of determining operational areas, the Minister of Energy and 

Mineral Resources is authorized to designate the operational area after a technical process 

within the directorate general and consideration of recommendations from the governor. The 

process of obtaining the governor's recommendation is regulated under regional licensing 

systems and often involves technical reviews and direct meetings for clarification. This 

process may even bypass the Provincial One-Stop Integrated Services Office. 40 

 

The most critical issue with OSS RBA lies in its weak oversight system (limited human 

resources compared to the number of issued licenses, with suboptimal capacity and budget). 

Oversight of business licensing falls under the Investment Coordinating Board/ The 

Investment Board One Stop-Service, with technical assistance from related ministries or local 

government offices. Typically, this oversight is done independently and involves field visits, 

which still allow room for negotiation between inspectors and license holders. This oversight 

is also less transparent than the licensing application process, as it is easier to track the 

progress of a licensing application than to identify the government's oversight actions on 

license holders. This problem is compounded by the lack of public participation, even though 

the public is one of the stakeholders affected by licensing outcomes. 

 

The weak oversight system was further highlighted by the Audit Board in its Semester I 2024 

Audit Summary Report (IHPSI), published on September 30, 2024. The board identified two 

key issues with the OSS RBA system that underscore weak oversight by the Investment 

Coordinating Board over investment activities: (1) receives Investment Activity Report (LKPM) 

as a means of monitoring business activities, but the system is not integrated with the 

reporting system at the Ministry of Energy and Mineral Resources, which serves as the 

supervisory body. This results in a lack of information on businessesͻ compliance with 

administrative and technical standards and varied monitoring outcomes, as compliance 

assessments are not conducted by the ministry. (2) Deficiencies in LKPM reporting by mining 

and energy businesses, including: a) some businesses do not have an NIB and fail to report 

their LKPM, and b) weak LKPM features in the OSS RBA monitoring subsystem, resulting in 

reported investment realization values that do not fully reflect actual investments, potentially 

misleading stakeholders in decision-making.41 

 

Fourth, land provision. lectricity generation from renewable energy sources such as solar, 

wind, biomass, or geothermal requires low-cost land to achieve economic feasibility. With 

policies oriented toward low electricity tariffs, special measures are necessary for land 

provision. In infrastructure projects involving private sector participation, the government 

usually acts as the land provider.  

 

  

 
40  This is only provided as an example and does not pertain to the electricity sector: 

https://indotimur.com/nusantara/kepala-dpmptsp-maluku-utara-akui-rekomendasi-gubernur-keliru-soal-
13-iup The Governor's recommendation letter was issued without first undergoing a process at The 
Investment Board One Stop-Service. 

41  Audit Board of Indonesia (BPK RI), 2024. Summary of Audit Results for the First Semester of 2024 (Ikhtisar 
Hasil Pemeriksaan Semester 1 Tahun 2024). Released on September 30, 2024. 
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Demands on land for the energy transition from fossil fuels is not only limited to land for 

building infrastructure (electricity generation) but also includes land containing minerals 

essential for supporting the energy transition process. Critical minerals, essential for energy 

transition, such as copper, cobalt, zinc, nickel, lithium, and rare earth elements are needed in 

large quantities for manufacturing photovoltaic cells, wind turbine blades, battery materials 

for energy storage, and more.42  

 

The demand for these minerals will drive the search for new mining areas, as current mining 

zones are predicted to be insufficient to meet the needs of the energy transition. The problem 

is that mining for these critical minerals often takes place near agricultural lands and 

indigenous community territories.43 A clear example can be seen in Indonesia's resource 

downstreaming policies involving nickel. Alongside the influx of nickel processing 

investments, forest and agricultural lands have been converted into mining sites, nickel 

processing plants, and industrial zones. The process of land acquisition for these purposes 

often involves fraud, intimidation of communities (e.g., using security forces), and 

corruption.44 

 

   

 
42  See, for instance, report from IEA, 2021. The Role of Critical Minerals in Clean Energy Transitions. For 

example, the IEA estimates that by 2040, the demand for lithium will increase by 13 to 51 times compared to 
current levels, depending on the battery technology used.  

43  IPES-Food, 2024. Land Squeeze: What is driving unprecedented pressures on global farmland and what can 
be done to achieve equitable access to land? 

44  Transparency Internasional Indonesia, 2024.;Nickel Extraction Industry: Structural Corruption and Its Multi-
Dimensional Impacts, A Case Study in East and Central Halmahera (Industri Keruk Nikel: Korupsi Struktural 
dan Dampak Multi Dimensinya, Studi Kasus Di Halmahera Timur Dan Tengah.)΄ Jakarta: Transparency 
Internasional Indonesia 


