
Sustainable and Inclusive Energy Program (Subprogram 2) (RRP INO 49043-002) 

RECONCILIATION OF THE POLICY MATRIX FROM THE ORIGINAL SUBPROGRAM 2 TO 
THE REVISED SUBPROGRAM 2 

 
SUMMARY 

 
1. At the inception of the programmatic approach in 2014, the government agreed to 22 
indicative policy actions as a basis for Subprogram 2. 16 prior actions have been fully 
accomplished. Five policy actions are ongoing and interim or related measures which have been 
accomplished are noted. One action, while accomplished, was dropped for being too broad and 
generic. 
 
2. During processing of the second subprogram, at the government’s request, the Asian 
Development Bank agreed to refine some actions with the aim of streamlining the matrix. The 
revised subprogram 2 now contains 19 reform actions (9 triggers for disbursement and 10 policy 
milestones). 
  

i) 6 actions were merged into 3 as they were related reforms and complimentary;  
ii) Two new important actions that were not originally envisioned in the policy matrix 

were added, including a comprehensive set of government guarantees for the 
power sector, and technical specifications for off-grid energy projects; and  

iii) Two actions have been shifted to subprogram 3, including guidelines for 
implementation of electricity wheeling and a new gas supply chain management 
regulation, and the Asian Development Bank will continue to support additional 
analysis and stakeholder consultations for these actions during subprogram 3.  

 

 

   

http://www.adb.org/Documents/RRPs/?id=49043-002-3
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Subprogram 2 
Original Indicative Prior Policy 

Action   
 

Status 
 

Subprogram 2 Accomplishments 
October 2015–June 2017 

(Triggers are in bold and policy 
milestones are in non-bold) 

Pillar 1:  Fiscal Sustainability and sector governance improved. 

1. MEMR approves multi-year 
tariff policy from 2016 that will 
apply full cost recovery based 
tariffs for electricity for 
business, commercial and 
large residential consumers on 
a permanent basis and move 
towards full cost recovery tariffs 
for the remaining category of 
residential consumers in line 
with the prevailing laws and 
regulations. 

 

Prior action fully accomplished. 
 

The government not only adopted a 
multi-year tariff adjustment 
framework for businesses, 
commercial and large residential 
consumers, but it also set a 
schedule for removal of subsidies 
for the small households (with a 900 
VA connection) and tightened the 
criteria for poor households that 
might qualify for the subsidy. This 
will lead to increased tariffs for 22 
million more consumers and reduce 
annual subsidy payments to PLN by 
at least $2.1 billion in 2017. 
 
It is currently formulating a new 
tariff framework that will be 
implemented in 2018, and will 
include rationalized tariffs for 
consolidated consumer categories 
that considers cost-recovery 
principles and targeted support to 
the poor and vulnerable (included 
as a prior action in subprogram 3). 

Policy action formulated as:  
 
1. MEMR (i) implemented a multi-
year tariff policy with automatic 
indexation of tariffs for industrial, 
business, and household 
consumers in an effort to move 
towards cost recovery; (ii) 
established criteria by which the 
poor and vulnerable households 
can qualify for subsidy;a and (iii) 
established a grievance redress 
mechanism.  

 

2. MOF establishes a pilot 
implementation period for an 
economic regulation for PLN 
along with an Inter-Ministerial 
Committee for the 
implementation of the 
economic regulation.  

 
 

Prior action partially accomplished 
and replaced with related, interim 
actions 

 

The regulation has been enacted 
(PMK No. 44/2017). MOF is 
currently launching pilots in two 
regions of the country to test the 
framework before applying it nation-
wide (with ADB assistance). 
Meanwhile, the government has 
begun to put in place the building 
blocks for implementation of an 
economic regulation, including 
reporting requirements for electricity 
business licensees, and service 
standards. These actions are listed 
as new prior policy actions #2 and 
#3 in revised subprogram 2.  

 

Policy action formulated as:  
 
2. MEMR established reporting 
requirements for electricity 
business licensees, including 
PLN, on their operating assets. 
  
3. MEMR established new service 
standards for PLN regarding 
provision of household 
connections and reliability of 
service. 

 
The original policy action is shifted 
to subprogram 3 as:  
 
MOF introduces a performance 
based approach as the basis for 
any PSO payments to PLN. 

 

3. PLN and the Ministry of SOEs 
adopt a roadmap for 
restructuring PLN including 
regionalization or splitting of 
PLN into its various 
businesses. 

Prior action accomplished but 
dropped for being too broad and 
generic. 
 

The proposed reform was 
considered to be too broad and was 
dropped. The government has 
however initiated the process of 
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Subprogram 2 
Original Indicative Prior Policy 

Action   
 

Status 
 

Subprogram 2 Accomplishments 
October 2015–June 2017 

(Triggers are in bold and policy 
milestones are in non-bold) 

restructuring PLN by appointing 
regional directorates. 

Pillar 2:  Private participation in power and gas markets enabled. 

4. MEMR delegates licensing 
activities for oil and gas 
projects to the one stop shop.  

 
5. The government establishes 

additional Provincial level one-
stop shops.  

 
 

 
 

Prior actions 4 and 5 fully 
accomplished, proposed to merge 
and refine 

 
The government exceeded 
expectations by delegating licensing 
activities for oil and gas projects, 
and establishing additional 
Provincial level one-stop shops 
before the implementation period of 
SIEP-SP2.  

 
Further, the government has 
included selected energy 
businesses in the 3-hour expedited 
licensing process of the one-stop 
shop. Therefore, this action was 
included in the revised subprogram 
2 as policy milestone #4 

 

Policy milestone formulated as:  
 

4. The government expedited the 
licensing process by including 
selected electricity businesses, 
such as power plants, transmission 
projects and certain types of 
downstream oil and gas projects, in 
the 3-hour licensing process.  

 

 Additional Prior Action included in 
subprogram 2  
 
During processing of subprogram 2, 
ADB and the government agreed to 
include a new prior action that 
recognizes the comprehensive 
credit enhancement program (with 
ADB’s inputs) established by the 
government to support the power 
sector. 
 
The prior action is fully 
accomplished. 
 

Prior Action formulated as:  
 
5. The government established 
an expanded financing 
guarantees program including (i) 
credit guarantees for PLN’s EPC 
contracts, estimated at Rp350 
trillion; and (ii) investment 
guarantees to private power 
projects. (New Action) 

 

6. MEMR establishes wheeling 
charges as stipulated under 
Permen ESDM 1/2015. 

 

 

Government requested to shift this 
policy action to subprogram 3 

 

The government has completed a 
study on power wheeling options 
(with ADB inputs). Based on this 
study, PLN is currently developing 
simulations of various business 
cases for establishing wheeling 
charges, and evaluating alternative 
model contracts and commercial 
arrangements, and will provide 
feedback to the government which 
will then approve the wheeling 
charges. ADB will support this work 
under subprogram 3.  
 

The original policy action is shifted 
to subprogram 3 as:  
 
MEMR establishes detailed 
guidelines for implementation of 
electricity wheeling. 
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Subprogram 2 
Original Indicative Prior Policy 

Action   
 

Status 
 

Subprogram 2 Accomplishments 
October 2015–June 2017 

(Triggers are in bold and policy 
milestones are in non-bold) 

7. Government enacts a new oil 
and gas law to attract 
investment and promote 
enhanced energy security  

 
 
 
 
 
 

Government requested to shift this 
policy action to subprogram 3 and 
replace it with a related action.  
Given the prevailing low global oil 
and gas price environment, the 
government is undertaking 
additional analysis and review to 
identify more investor-friendly 
measures to include in the draft 
Law. ADB is supporting this 
analysis. The government plans to 
submit policy papers and analyses 
for deliberations on the draft Law to 
parliament by 2019. 
 
In the interim, it has taken short-
term measures to spur investment 
in exploration of gas resources 
(Policy Actions #6 in the revised 
subprogram 2).  
 

Policy action formulated as:  
 
6. The government issued more 
flexible fiscal terms for gas 
exploration of unconventional 
resources which allows contractors 
to choose between three types of 
production sharing contract 
modalities. 
 
The original policy action is shifted 
to subprogram 3 as:  
 
The government prepares policy 
papers in anticipation of the 
deliberations of the draft Oil and 
Gas Law in the Parliament. 

8. Government issues decision on 
expiring PSCs consistent with 
the process defined in the 
Permen ESDM 15/2015. 
 
 
 

Prior action accomplished 
 
Having identified a lowering of 
investments during the transition of 
oil and gas PSCs from one operator 
to another as a key cause of 
reduction production in the near-
term, the government has made it 
possible for incoming operators to 
make investments during the 
transition.   

Policy action formulated as:  
 
7. Following the establishment of 
procedures for determining the 
future ownership of expiring 
PSCs, MEMR allows pre-
financing of production activities 
by a new owner of a PSC during 
the transition process. 

 
 

 

9. MEMR issues a new gas 
supply chain management 
regulation which will cover 
domestic gas pricing, the 
establishment of gas 
aggregators, and the 
development of gas 
infrastructure 
 

Government requested to shift this 
policy action to subprogram 3   
 
The draft regulation was submitted 
to the President’s office but 
subsequently withdrawn to be more 
aligned with the revisions being 
made in policy action # 7 above (Oil 
and Gas Law). The prior proposal 
would have focused on a SOE-
centric approach, whereas the new 
proposal adopts a more private 
sector-friendly approach. ADB is 
supporting the analysis under 
subprogram 3.  
 

The original policy action is shifted 
to subprogram 3 as:  
 
MEMR issues a new gas supply 
chain management regulation 
which will cover domestic gas 
pricing, increased allocation of 
gas for power generation, gas 
import licenses, and the 
acceleration of gas infrastructure 
development.  

10. MEMR issues an integrated 
gas infrastructure plan 
including LNG transportation 
and distribution in eastern 
Indonesia. 

Prior action fully accomplished   
 
The master plan reviews gas 
demand and balance by region, 
reviews the state of infrastructure 
and expansion needs, and details 
investment opportunities including 
the need for import of liquefied 

8. MEMR issued an updated Gas 
Infrastructure Masterplan and an 
updated Gas Supply and Demand 
Balance.     
 
 



5 
 

Subprogram 2 
Original Indicative Prior Policy 

Action   
 

Status 
 

Subprogram 2 Accomplishments 
October 2015–June 2017 

(Triggers are in bold and policy 
milestones are in non-bold) 

natural gas into the country. It 
outlines an innovative approach of 
using small-scale LNG to meet 
energy needs in eastern Indonesia 
and facilitates the direct import of 
LNG by PLN and other large 
operators in the near-future.  

Pillar 3:  Regulatory environment for increased access to clean energy options improved. 

11. MEMR specifies the process 
for tendering of concessions 
and defines a mechanism to 
improve quality of resource 
data in advance of tendering, 
as stipulated under Geothermal 
Law 21/2014. 
 

 

Prior action fully accomplished 
 

MEMR stipulated the process by 
which geothermal concessions can 
be delineated and tendered out to 
the private sector and allowed for 
public agencies to carry out pre-
tender exploration to improve the 
quality of resource data and remove 
uncertainties during the tender 
process. Further, the government 
has instructed SMI, the 
government’s development finance 
agency, to deploy $250 million for 
geothermal exploration in new 
locations.  
 

Policy action formulated as:  
 
9. MEMR (i) established a process 
for tendering of geothermal 
concessions, and (ii) included 
provisions for improvement of 
resource data in advance of 
tendering.  
 
 

12. Government requires private 
concessionaires to share 
revenue from geothermal 
projects through payments to 
local governments as stipulated 
under Geothermal Law 
21/2014.  

Prior action fully accomplished 
 
As per the requirement of the Law, 
the government required private 
concessionaires to set up a revenue 
sharing arrangement (1.0% of the 
steam sales or 0.5% of the 
electricity sold) with local 
government so as to allow for better 
intra-governmental distribution 
outcomes from geothermal 
resource development, and greater 
ownership and support within local 
governments.  

 

10. Policy action formulated as:  
11.  
12. 10. Government required private 

concessionaires to share a portion 
of their gross revenue from 
geothermal projects to local 
governments in the form of 
production bonus. 

13. Government establishes a 
process for accessing forest 
areas for geothermal activity, 
and detailed requirements 
therein, which is in line with 
existing environmental and 
forestry regulation. 

Prior action fully accomplished 
 
The Law 21/2014 declassified 
geothermal energy generation as a 
‘non-mining” activity in order to help 
promote this form of renewable 
energy including in forest areas so 
long as the other functions of the 
forest areas were preserved.  
However, detailed guidelines on 
how to access forest areas is 
crucial to manage this expansion, 
and was therefore included as a 
mitigation action under subprogram 
1. This action meets that 
requirement. 

13. 11. MOEF established a process 
for geothermal projects to 
access select types of 
conservation forest areas, which 
are in line with existing 
environmental and forestry 
regulations. 
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Subprogram 2 
Original Indicative Prior Policy 

Action   
 

Status 
 

Subprogram 2 Accomplishments 
October 2015–June 2017 

(Triggers are in bold and policy 
milestones are in non-bold) 

  

14. MEMR establishes a feed-in 
tariff or ceiling prices with 
tendering scheme for wind 
power projects.  
 
 
 

15. MEMR issues tariff incentives 
for rooftop PV deployment. 

Prior actions 14 and 15 fully 
accomplished, proposed to combine 
them into one action that highlights 
the most recent government 
program for promoting renewable 
energy  

 

The government had issued 
technology-specific fixed price 
incentives for various renewable 
energy technologies in 2016. 
However, taking into account steep 
price declines in the capital costs of 
solar and wind energy through 
2016–2017, the government 
replaced these regulations with one 
comprehensive renewable energy 
regulation that requires the national 
power company, PLN, to buy wind, 
solar and other forms of renewable 
energy to meet national targets 
through competitive tender which is 
designed to take advantage of the 
lower global prices for renewable 
energy. Further, the regulation 
stipulates incentives for small-scale 
renewable energy (less than 10 
MW) and requires PLN to give them 
priority access to the grid.  
 

Policy action formulated as:  
 
12. MEMR required PLN to 
purchase power from a variety of 
renewable energy sources, 
including wind and solar, and 
provided pricing guidance, and 
procurement strategies.  

16. MEMR issues a national 
electrification road map with 
appropriate funding plans, with 
mobilization of non-PLN 
suppliers for off-grid 
electrification efforts. 
 

 
17. MEMR streamlines public 

funding for rural electrification 
through PLN, and facilitates 
increased private sector 
involvement for off-grid 
electrification programs.  

Policy actions 16 and 17 fully 
accomplished. Proposed to 
combine them into one as they are 
complementary.  

 

MEMR launched a national program 
on electrification called “Indonesia 
Terang” which recognizes that 
completing the electrification 
agenda would require both PLN-led 
and non-PLN led (local 
governments and private 
enterprises) efforts. Further, the 
government established a process 
by which non –PLN entities 
(including private companies) may 
supply electricity in a vertically-
integrated manner to areas defined 
in consultation with PLN. Finally, 
the government has announced a 
series of electrification programs 
including direct provision of budget 
to PLN for electrification under its 
power development plan 2017-
2026, and provision of solar home 
systems under its “2510 villages” 

 
Policy action formulated as:  
 
13. The government improved the 
planning and delivery of its 
national rural electrification 
program (including expanding 
electrification in Eastern 
Indonesia) by: (i) requiring PLN 
to expand its rural electrification 
efforts during 2017–2019 through 
the Program Listrik Desa (Village 
Electricity Program) and 2510 
Villages Program, and (ii). 
establishing the basis for private 
sector entities to operate 
electricity supply businesses in 
underserved areas. 
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Subprogram 2 
Original Indicative Prior Policy 

Action   
 

Status 
 

Subprogram 2 Accomplishments 
October 2015–June 2017 

(Triggers are in bold and policy 
milestones are in non-bold) 

program in 6 provinces in eastern 
Indonesia.  

 
  

 Additional Prior Action included in 
subprogram 2  
 
During processing of subprogram 2, 
ADB and the government agreed to 
include a new prior action that aims 
to improve the quality of energy 
generation plants that are being 
financed through the local 
governments through the DAK 
program by setting standards for 
building and operating such plants. 
 
The prior action is fully 
accomplished. 

 

Policy action formulated as:  
 
14. MEMR established technical 
guidelines for small scale energy 
projects to be implemented by local 
governments using fiscal transfer 
through the DAK (New Action) 

 

18. MEMR establishes additional 
MEPS for other household 
appliances, and upgrades its 
appliance testing labs and puts 
a labelling enforcement regime 
in place. 

 

Prior action partially accomplished 
and replaced with a revised action: 
 
MEMR has drafted regulation and 
undertaken one round of 
stakeholder consultations with 
product manufactures on draft 
MEPS levels, to expand the 
issuance of energy efficiency 
performance standards, labels and 
an enforcement framework to 2 new 
key household appliances, namely, 
electric motors and refrigerators. 
The government (with ADB 
assistance) has also established 
knowledge partnerships with key 
test labs world-wide. The proposed 
ADB TRTA on energy efficiency will 
support the up-gradation of the labs 
and the launch of a nation-wide 
standards enforcement program.  

Policy action formulated as:  
 
15. MEMR prepared draft regulation 
on additional MEPS for at least 2 
electric appliances.  
 

 

 

19. MEMR requires municipalities 
to adopt efficient street lighting 
projects based on lessons 
learnt from pilot activities being 
conducted in Semarang and 
Batang in Java. 

 

Prior action fully accomplished  
 
MEMR has taken on board lessons-
learned from ADB’s pilot activity on 
energy efficient street lighting to: (i) 
launch a nation-wide pilot program 
covering 73 cities with a budget of 
$11.3 million, and (ii) is 
collaborating with the Ministry of 
Transport on standards for 
municipal street lighting.  
 

Policy action formulated as:  
 
16. MEMR implemented a 

nationwide energy efficient street 
lighting program covering 73 cities. 

 

20. MEMR establishes the basis 
for ESCOs to register 
themselves, raise funds, and 
enter into energy savings 

Prior action fully accomplished 
 
The lack of a legal basis for 
registration of ESCOs in the 

Policy action formulated as:  
 
17. MEMR introduced the basis 
for establishment of usaha jasa 
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Subprogram 2 
Original Indicative Prior Policy 

Action   
 

Status 
 

Subprogram 2 Accomplishments 
October 2015–June 2017 

(Triggers are in bold and policy 
milestones are in non-bold) 

performance contracts 
(guaranteed and shared 
savings programs) for the 
public sector and private 
sector.  

country, and legal definitions for an 
energy savings performance 
contract, and other terms related to 
the ESCO business, have held back 
the ESCO sector in the country, 
MEMR issued a regulation that 
provides the legal basis and the key 
definitions, and is setting up an 
energy efficiency financing cell 
within MEMR which will be 
supported by the proposed ADB 
TRTA  
 

konservasi energi - ESCOs - and 
use of energy savings 
performance contracts. 

21. MEMR establishes a CCS 
national COE and establishes 
the basis for environmental 
permitting of carbon capture 
and storage projects in 
Indonesia. 

 

Prior action fully accomplished  
 
The prior action required the 
government to complement its 
efforts to pilot CCS with the 
establishment of a CCS/CCUS 
national center of excellence. The 
Center would coordinate all 
CCS/CCUS developmental 
activities in the country along with 
taking the lead on developing 
guidelines for environmental 
permitting of CCS/CCUS projects in 
the country. 
  

Policy action formulated as:  
 
18. MEMR established a CCS and 
CCUS national center of excellence  
 

22. Government prepares an 
analysis of options for cleaner 
fossil fuel development.  

Prior action fully accomplished, and 
refined.  
In line with its commitments to lower 
emissions from the energy sector, 
the government’s new power 
development plan requires: (i) a 
shift from small, inefficient and 
polluting coal-fired power plants in 
eastern Indonesia to cleaner 
burning gas-fired power plant; (ii) 
high efficiency coal-fired plants on 
the larger islands of Java and 
Sumatra, and (iii) increased 
deployment of WTE projects.  
 
The revised subprogram 2 includes 
a replacement action which is a 
more specific regulation that 
stipulates emission performance 
standards for WTE plants.  
 

Policy action formulated as:  
 
19. MOEF established an emissions 
standard for WTE projects.  

 

ADB = Asian Development Bank, CCS = carbon capture and storage, COE = center of excellence, CCUS = carbon 
capture utilization and storage, DAK = dana alokasi khusus (special allocation fund), EPC = engineering, procurement 
and construction, ESCO = energy services company, LNG = liquefied natural gas, MEMR = Ministry of Energy and 
Mineral Resources, MEPS = minimum efficiency performance standard, MOEF = Ministry of Environment and Forestry, 
MOF = Ministry of Finance, Permen ESDM = Peraturan Menteri Energi dan Sumber Daya Mineral (Ministerial 
Regulation of the Ministry of Energy and Mineral Resources), PLN = Perusahaan Listrik Negara (State Electricity 
Corporation), PSC = production sharing contract, PSO = public service obligation, PV = photovoltaic, SIEP-SP2 = 
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Sustainable and Inclusive Energy Program Subprogram 2, SOE = state-owned enterprise, TRTA = transaction technical 
assistance, VA=volt-ampere, WTE = waste-to-energy. 
a The terms “poor” and “vulnerable” here are as defined by the National Poverty Database maintained by the National 

Team for the Acceleration of Poverty Reduction. 


