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Public Private Partnership

▪ Is one of the alternatives to the infrastructure financing plan, 
outside of the state/regional budget and non-state budget. 

▪ A collaboration between a government agency and private 
enterprise, often on large infrastructure projects that can be 
used to finance, pland, build or execute and operate projects.



Public Private Partnership

▪ Is not a new concept in Indonesia. It was first introduced during the New Order era under 
President Soeharto’s time and was utilized for infrastructure provision such as toll road and 
electricity. 

▪ Similarly, Municipal PPP was also introduced during the same period. One of the pioneers of 
Municipal PPP was the Jakarta Drinking Water Supply System where the Drinking Water 
Company owned by the Provincial Government of Jakarta (PAM Jaya) signed a 25-year PPP 
agreement in June 1997 with two private consortiums, namely PT PAM Lyonnaise Jaya 
(Palyja) and PT Thames PAM Jaya. 

▪ Although PPP has been around in Indonesia for quite some time, PPP was only centrally 
regulated since 1998 through the Presidential Decree Number 7 of the Year of 1998 on PPP 
in Infrastructure Development and Management. Later, this Decree was revoked and 
replaced by Presidential Regulation Number 67 Year 2005 and its subsequent revisions 
and then substituted with latest Presidential Regulation Number 38 Year 2015.



Public Private Partnership, hereinafter referred to as PPP, is the cooperation 
between government and Business Entity in infrastructure provision for 
the public interest in accordance with the specification previously 
determined by the Minister/Head of Institution/Head of Region/State 
Owned Enterprise/Regional Owned Enterprise, which partially or fully 
uses Business Entity’s resources, with particular regard to the allocation 
of risk between the parties.

PPP Based on Presidential 
Regulation No. 38/2015



Relevant Principles of PPP

▪ Partnership

▪ Benefit 

▪ Competition

▪ Control and risk management

▪ Effectiveness

▪ Efficiency

In line with Good governance Principles and 

Procurement Principles
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others:
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LEGAL FRAMEWORK OF PPP REGULATION

Presidential Regulation No 38/2015 

Regarding Public-Private Partnership in 
providing infrastructure

Give A Mandate
Regulation of the Government 
Goods/Services Procurement Policy 
Agency (LKPP) No. 1/2025 

Regarding Procurement Procedures for 
Public-Private Partnership in providing 
infrastructure

*Source: LKPP PPP Socialization 2025

PLANNING PREPARATION TRANSACTION IMPLEMENTATION OF THE AGREEMENT

Regulations Scope of  PerLKPP No 1/2025



❑ The Public-Private Partnership (PPP) scheme using  Availability 
Payment is considered to better uphold accountability and project 
governance compared to the procurement of goods/services 
currently applied in the BAKTI BTS project. In the BTS project, the 
Government must allocate the budget in advance, whereas in 
the  Palapa Ring Project  and the  SATRIA-1 Satellite Project, it is the 
Implementing Business Entity that is required to allocate the budget.

❑ As the party responsible for budget preparation, the Implementing 
Business Entity will expend its budget effectively and efficiently. 

❑ Mark-ups, bribery, and other corrupt practices are factors contributing to 
project cost inflation, which is clearly undesirable for the Implementing 
Business Entity. An inflated project cost will reduce the revenue it receives 
from the Availability Payment.

Learn from BAKTI CASE



Learn from 
BAKTI CASE



Common Legal Risks  
in PPP Projects

• Ambiguities in contract terms (scope, payment mechanisms, termination)

• Unclear land acquisition & permits

• Regulatory/policy change risk during project lifecycle

• Insufficient risk allocation and bankability issues

• Dispute resolution gaps and weak enforcement



What is Legal Risk ?

▪ Legal risk is the risk arising from failure to comply with statutory or 
regulatory obligations

▪ Generally all laws in the host country will apply to an entrepreneur’s local 
business operations (from A to Z).

▪ Non – compliance/failing to adhere with laws and regulations potentially 
leading to legal penalties (inc corruption cases), financial loss, fines and 
reputational damage, etc



Key Areas of Legal Risk
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Legal Risk Mitigation

“ Legal risk mitigation involves identifying, assessing, and 

controlling the potential negative legal consequences that an 

organization might face” (ACFE). 



Essential Practices for Mitigation 

Strong Legal Framework Regular Legal Audits/Review

Employee Training Crisis Management Plan

Technology Integration External Legal Experts

Compliance Culture Regular Review and Update



Common Corruption Cases in PPP 

Project selection and preparation à Lack of transparency in project selection 
à Political Interference and create corruption

Tendering and procurement à Inadequate advertising of tender calls,   
insufficient time for bid preparation, 
Selection of partners,contract negotiation, project 
design.

Contract execution, Monitoring and Oversight  Poorly planned maintenance, inadequate 
monitoring of contract compliance,bribery of officials 
that favor the private partner

Post-transfer phrase à Weak mechanisms for oversight and accountability 
à Misallocation of resources (not viable or beneficial)



• Strong legal framework and Early Legal Due Diligence – review project feasibility, permits, 
land rights, and sectoral regulations.

• Clear Contract Drafting – unambiguous terms on scope, payment, termination, and dispute 
resolution.

• Transparency and accountability – open procurement processes, public acces to 
information, robust oversight mechanism

• Risk Allocation Clauses – follow Perpres 38/2015 provisions for proportional risk-sharing 
between government and private sector.

• Regulatory Stability Mechanisms – include clauses for compensation or adjustment if 
policies change.

• Dispute Settlement Clauses - Include robust dispute resolution (arbitration, escalation 
clauses).

• Expert and Community involvement - Engage legal experts and government legal advisory 
bodies early

Legal Risk Mitigation



PPP 
Agreement 

Shall 
Include, 
among 
others:

1. Scope of work;
2. Duration;
3. Performance security;
4. Tariff and adjustment mechanism;
5. Rights and obligations including risk allocation;
6. Standards of service performance;
7. Transfer of shares before the PPP operates commercially;
8. Sanctions in the event the parties fail to meet the terms of the agreement;
9. Termination of agreement;
10. Ownership status of the assets;
11. Dispute resolution mechanism arranged in stages, namely deliberation and consensus, mediation, and arbitration/

court;
12. Mechanism to monitor performance of the implementing Business Entity in the procurement implementation;
13. Mechanism for variations in the works and/or services;
14. ‘Step-In’ right mechanism by the government and lenders;
15. Use and ownership of the infrastructure assets and/or its management to the GCA;
16. Return of the infrastructure assets and/or its management to the GCA;
17. Force majeure;
18. Claims and warranties of the parties that the PPP agreement is valid and binding in accordance with the laws and 

regulations;
19. Applicable law 



Government 
Support Mechanism

• Legal advisory from state legal offices (e.g., 
JAMDATUN)
• Government guarantees for revenue/payment 

security
• Viability Gap Funding (VGF) to improve 

bankability
• Inter-agency coordination to expedite approvals
• Access to PPP facilitation resources (PPP Book, 

Bappenas guidelines)



Example:



For Smoother 
Project Execution
• Early stakeholder engagement and consensus 

building
• Transparent and timely communication between 

parties
• Monitoring and compliance with legal obligations
• Contingency planning for unforeseen legal or 

political risks
• Periodic contract reviews to adapt to evolving 

conditions



• Legal clarity is the foundation for successful PPP execution

• Early legal engagement prevents costly disputes

• Government support mechanisms strengthen project resilience

• Proactive risk mitigation leads to timely, on-budget delivery

Key Takeaways:
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