
1

Introducing Indonesia’s New Development of Renewable 

Energy Law

Note: This article is only intended for general reading. Under no circumstances is it to be relied upon in substitution for specific advice on any issue(s) that may arise relating to its 

subject matter.

September 2022

President Jokowi affirmed Indonesia’s continued 

commitment to achieve nationally determined 

contribution targets and control over greenhouse gas 

emissions, announcing that he had signed Presidential 

Regulation No. 112 of 2022 on the Acceleration on 

the Development of Renewable Energy for Electricity 

Supply that took effect on 13 September 2022 (New 

Regulation).

The introduction of the New Regulation is the next 

step in Indonesia’s plan to increase investment and 

accelerating the achievement of targets in national 

grand energy strategy and control over greenhouse 

gas emissions.

Key features of the New Regulation are as follows:

1.  No New Coal Plants in Indonesia in Another 

    Bid to Cut Emissions

The New Regulation states no new coal power plants 

can be built, but those that are already in the pipeline 

and those that are integrated with the natural resources 

processing industry will be allowed to proceed as 

planned.

According to the New Regulation, investors can 

still develop new coal power plants under certain 

conditions: if the plants will power refineries or metal 

smelters, if they’re nationally strategic projects, or if 

they can commit to cutting greenhouse gas emissions 

by 35% within ten years of operation.

2.  Early Retirement

Reconfiguring the electricity system to address this 

issue is important for investors. For this, the Ministry of 

Energy have been instructed to create a plan for early 

retirement of coal power plants and the government 

could help fund early coal retirement and replace them 

with renewable plants, using state budget.

3.  Incentives for Renewable Energy 

To encourage investment in renewable energy, the 

government sets a new pricing system in the New 

Regulation for each source of renewable energy. 

This is an improvement as investors previously had 

to go through a long negotiation with the National 

Power Utility (PLN) to reach a pricing agreement. 

The government will also give clear guidance and 

transparent procurement processes on renewable 

energy projects, facilitate stimulus packages, and 

encourage green energy initiatives.
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As the world’s largest exporter of coal, Indonesia aims 

to increase the proportion of renewables in its energy 

mix to 23% by 2025 but holding at 12% so far. Energy 

demand across the country’s more than 17,000 islands 

could triple between 2015 and 2030. 

Investments in renewable energy have accelerated 

rapidly in Indonesia. However, the Ministry of Energy 

projecting that USD 37 billion would be required by 

2025 to reach the 23% target, the country now 

needs to invest over USD 8 billion each year. Private 

investment continues to play a central role to fund 

power generation expansion plans, therefore investing 

in Indonesia’s renewable energy sector offers a 

promising opportunity.

The benefits of the New Regulation would greatly  

remove roadblocks to mobilise private investment in 

renewable energy as the government takes concrete 

measures to attract private investments in low-carbon 

energy and meet its net-zero climate goals. Above 

all, the New Regulation makes it crystal clear that 

coal power plants are now prohibited in Indonesia.  

Investment in the renewable energy sector in Indonesia 

is the alternative.
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