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EXECUTIVE SUMMARY 
Q&A from Webinar  
  
Regulatory framework in 
place for B2B captive 
consumer project? 

Currently the framework for this is only for the permitting 
processes.  An electricity sale license is required as well as an 
operational license, but there are other requirements such as an 
environmental impact assessment under certain circumstances, 
etc.  

How is curtailment risk dealt 
with in the FIT framework 
and regarding grid parity, will 
power prices increase with 
the government reducing 
subsidies? 

Curtailment risk is not dealt with directly in the FiT regulation, but 
it will be in the PPA.  It is currently unclear whether the PPA is a 
“take or pay” (preferred for bankability) or a “take and pay” 
(preferred by PLN).  It’s also possible that if it is “take and pay”, the 
terms for uncompensated curtailment will be quite fair.  The final 
version of the draft PPA is not yet complete and some of the 
details are still under discussion internally. 
 
The second part of the question I assume is talking about 
consumer tariff.  Currently PLN is already allowed to adjust the 
consumer tariff based on monthly inflation rates, foreign exchange 
rate and oil prices.  However, a more general tariff increase is NOT 
under PLN’s control.  It is very much a political game rather than a 
financial one.  

Are there any 
provision/targets in the 
government's new 
framework, specifically for 
solar home systems, as 
opposed to larger, 
utility-scale solar projects? 

Not in this regulation, but Indonesia’s government has a rural 
electrification program called “Indonesia Terang” or “Bright 
Indonesia”.  One of the main priorities of this program is 
electrification planning at the lowest cost possible.  This planning 
looks at the population density (based on rooftop tagging and 
other GIS work) and applies an algorithm to determine whether a 
grid extension, individual power systems or a mini-grid is more 
appropriate.  

For a project > 100 MW 
(Java), Is it confirmed that 
the 3 applications allowed in 
this quota should not exceed 
20 MW in total? We 
understand from the 
regulation that the developer 

This is correct.  There is a hard limit specified in the regulation 
(also laid out in my upcoming article) that for quotas above 
100MW, the largest application size is 20MW.  
 
As far as the limit of how many applications they can make, the 
limit specified is that the developer can only receive approval for 3 
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is limited to apply in one 
application for a max of 20 
MW, but is allowed to make 
3 applications in this size? 

applications in the same location.  This is a slight but important 
distinction than what’s stated in the question. 
 
Reference: Article 15 of the regulation 

Do remote areas for solar 
installation in Indonesia have 
infrastructure for 
transportation eg. a bridge 
that could support a 50 ton 
transformer? 

Yes, in most cases. This is, of course, a part of the full feasibility 
study.  Field surveys including a full logistics plan need to be 
performed to calculate the project costs.  While this may fall under 
the EPC contract to deliver, and the EPC needs to give a price 
proposal, it’s prudent for the project developer to understand the 
challenges of the project. 

What is the expected 
construction cost for PV 
plants in Indonesia given the 
local content constraints? 

This varies between regions, based on location and numerous 
other local factors.  Due to the immature market, expect the cost 
to still be over US$1000/kW.  In some cases, you’ll be able to 
meet/beat this target, but in others the cost will definitely be 
more. 

How does the authority 
verify the local content 
percentage ratio? Is the ratio 
measured by cost or another 
factor? 

There is a regulation by the Ministry of Trade and Industry on how 
to calculate local content, including the forms that need to be 
filled in.  This is defined in the Ministry of Industry’s Regulation 
number 16/2011.  Basically, the value of the local components of 
both material and services are compared to the overall value of 
each, as well as an overall project local content. 
 
As to how the local content is verified, initially it is a 
self-assessment.  However, prior to assigning the actual tariff to 
the approved project, an official third party appointed by the 
government will verify the self-assessment and adjusts the local 
content value as needed.  The project will then have some time to 
correct this, or be assigned a penalty. 
 
Reference: Article 22 of the regulation 

By how much is the tariff 
reduced if the local content 
requirement is not achieved? 
How does the local content 
rule affect the application 
process? 

This is the formula that is used in the regulation (Article 22, 
paragraph 5): 
C = (A – B) / A 
D’ = D x (1 – C) 
 
A = Minimum required local content as stated in the relevant 
regulation by the authorized ministry 
B = Official verified local content value 
C = Percentage of the tariff reduction 
D = Feed in Tariff as specified in the regulation  
D’ = Corrected Feed in Tariff 
 
The local content rule does not affect the application process 
because the application requires a self-assessment.  The 
verification happens after the project has been approved to 
receive the feed in tariff. 
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Reference: Article 22 of the regulation 

My question is with respect 
to the local content 
requirement: is 43%+ local 
content requirement on total 
project cost or also on the 
modules? Can the modules 
be imported at around 50% 
of the project’s cost and the 
rest be locally sourced? 

The solar PV feed in tariff regulation specifies the total project 
cost. The 43.85% local content requirement is the value 
determined by the Ministry of Industry to be the minimum value 
for the project local content (combined materials and services).  It 
is not for specific components. 
 
The ratio of how much of the materials and services are imported 
vs. local depends on the project.  For the BOS, Indonesia does have 
a pretty good local industry.  For example, cables and transformers 
are available locally at good quality. 
 
Reference: Ministry of Industry Regulation 54/2012 Article 13 

What is the remuneration 
PLN can give if someone 
provides spinning reserve? 

Currently this is not something that PLN is used to.  There’s no 
capacity charge available in the framework.  Ancillary services 
currently have no value (yet), which is why grid storage for stability 
is not yet a market in Indonesia.  
 
There are no financial penalties to PLN when the voltage or 
frequency is outside of the limits specified by the grid code. 

Are local banks ready to 
finance plants under 
non-recourse scheme? 

The short answer is no. Even if they were able to, the rates would 
be quite high.  Non-recourse financing for Indonesian projects may 
be something that each project developer may need to rethink. 
Other strategies and financial engineering (including creative 
business models) might enable you to be more competitive in the 
B2B market.  Even with the FiT scheme, you might be more 
profitable if other financing is used.  

How corrupt are the local 
authorities in terms of 
project allotment? 

That is a very big question to tackle. Personally, I don’t know.  The 
people I’ve worked with in the Ministry of Energy and Mineral 
Resources are dedicated, intelligent, passionate and honest. 
They’ve worked very hard to get this regulation on the table. 
 
Of course, this is a question that needs to be asked to every 
government (and private) program around the world.  To address 
this more broadly, in the last decade or more, Indonesia has taken 
leaps and bounds to address corruption.  With social media and 
traditional media reporting almost every medium to large 
corruption case, it is becoming more difficult for civil servants to 
be corrupt.  
 
In addition, government leaders at the national and local levels are 
becoming known for their honesty, integrity and hard work. 
Jokowi, Ahok, Risma and Ridwan Kamil are among some of the 
names that are praised regularly specifically for their integrity. 
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Editor's Note. Indonesia has a Corruption Perception Index 
(Transparency International , 2015) at level or better than 
countries such as Greece, Italy, Turkey and South Africa.  

Are there any tax incentives 
for PV plants? 

There are tax incentives for renewable energy power plants.  A 
couple that affect the project’s cash flow directly are: 

- Accelerated depreciation (as an example, 10% per year for 
10 years when calculated on a straight line) 

- 30% reduction in taxable income over 6 years (5% per year) 

 
Reference: Ministry of Finance Regulation 21/2010 

Is curtailment risk significant 
in Indonesia? 

This is part of the due diligence that each project developer will 
need to perform.  Remember that Indonesia’s electricity network 
consists of over 600 separate grids.  The load profile, energy mix, 
and other grid limitations must be considered with respect to the 
size the project.  
 
PLN itself will reject projects that will affect the stability of its grid. 
A proper grid interconnection study with transient responses will 
need to be done to develop a project that is sized correctly for the 
grid’s condition to minimize curtailment risk.  

Does renewable energy have 
priority in the energy market 
in Indonesia? 

The energy market in Indonesia is dominated by PLN.  Due to the 
constraints that are placed on PLN, it is difficult for PLN to 
prioritize renewable energy if it is priced higher than its current 
cost of generation.  We will go over this in much more detail, but 
it’s difficult to address PLN’s constraints in a short space.  
 
Having said that, the Indonesian government does have a big 
commitment for renewable energy. It plans to have 23% of its 
energy source come from renewable by 2025.  The Ministry of 
Energy and Mineral Resources specifically mentioned its 5,000MW 
target for solar PV in the regulation.  So yes, it is being prioritized 
but it has several barriers that are being addressed right now (such 
as a renewable energy subsidy). 

It was said that the local 
content requirement for 
services is 100%. What do 
you mean by this? 

In the requirements from the Ministry of Industry it mentions 3 
numbers for local content: materials, services, and combined 
materials and services.  Each of them has a value assigned to it, 
but the combined minimum local content target is 43.85%.  In this 
regulation, it does mention that services is 100%.  
 
Here’s the cool thing that many people miss: in the current solar 
PV FiT regulation, there is a definition it is using for the local 
content calculation.  In the regulation, it is stated in Article 1 
Paragraph 4 that “Local content is the component that consists of 
the combined material and services for the construction of solar 
PV projects” (a paraphrase rather than direct translation). 
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Reference: Article 1 Paragraph 4 in the regulation 

What are the requirement in 
terms of experience? 

In the regulation, there are no requirements for experience.  The 
regulation was designed so that it is truly merit based.  Companies 
who are registered for the program are then required to perform a 
full feasibility study and grid interconnection study before their 
project can become eligible for submission.  This allows SPVs 
(essentially they have no experience) to participate and directly 
sign the PPA when they have gone through the process. 
 
Although this process has its weaknesses, this regulation provides 
the best balance that can be struck right now in order to be able to 
implement the regulation. This is based on many focus group 
discussions and input from relevant stakeholders.  
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