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Overview of the Procurement Guidelines
for Indonesia’s New Capital City

As part of the relocation of Indonesia’s capital city from DKI Jakarta to Nusantara, President Joko
Widodo has issued Presidential Regulation No. 62 of 2022 on the Authorities of the Capital City of
Nusantara. This Regulation mandates, among others, the procurement of infrastructure and other
goods/services relating to the preparation, construction, and relocation of the capital city.

On 18 May 2022, the government, specifically the National Public Procurement Agency (Lembaga
Kebijakan Pengadaan Pemerintah or “LKPP”), followed up this Presidential Regulation by issuing LKPP
Regulation No. 5 of 2022 on the Guidelines for the Specific Provision of Infrastructure and Other
Procurement of Goods/Services for the Preparation, Construction, and Relocation of the State’s Capital
as well as the Administration of Special Regional Government of the Nusantara Capital City (“LKPP
Regulation 5/2022”).

Below are some highlights of LKPP Regulation 5/2022.

Requirement to Collaborate with Small Local Businesses

One of the foundations for the specific procurement for Indonesia’s new capital city is empowering small
local businesses. This is reflected in LKPP Regulation 5/2022, by requiring any party wishing to
participate in the procurement activities for Indonesia’s new capital city to collaborate with small local
businesses, which extends to the use of local manpower and materials.

LKPP Regulation 5/2022 defines “small local businesses” as any individual domiciled in Kalimantan or
corporation domiciled and owned by any individual or community in Kalimantan that conducts a specific
business and/or activity. Moreover, to be classified as a “small local business”, a corporation must satisfy
the following requirements:
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(2). All or at least 50% of its shares must be owned by an individual or community domiciled in
Kalimantan;

(2). Its CEO must be domiciled in Kalimantan; and
(3). The majority of its high-level management (if the members are an odd number) or half of its
high-level management (if the members are an even number) are persons domiciled in

Kalimantan.

LKPP Regulation 5/2022 allows the collaboration to be in the form of a partnership, subcontract, or any
other form. However, the collaboration requirement can be exempted if:

(1). There is no small local business that meets the applicable technical requirements;
(2). The small local businesses are not adequate; or
(3). The procurement is carried out through e-purchasing in the national or sectoral e-catalogue.

While the collaboration requirement extends to the use of local manpower and material, an exemption
can be sought if:

(2). There is no local manpower or material available in Kalimantan;
(2). The local manpower or material is inadequate or inefficient; or

(3). The local manpower or material does not meet the required standards.

Additional Methods of Provider Selection

Besides methods of provider selection regulated under the general government procurement rules,
LKPP Regulation 5/2022 also sets out guidelines for additional methods of provider selection for the
new capital city, as follows:

(2). E-purchasing of consultation services
Under the general government procurement rules, e-purchasing can only be used for the
procurement of goods/construction work/other services. For the new capital city, e-purchasing
can be used to procure consultation services.

(2). Repeat order for the procurement of goods/construction work/other services
The general government procurement rules allow the same provider to be chosen if the
procurement is a repeat order for consultation services. For the new capital city, LKPP

Regulation 5/2022 extends this allowance to the procurement of goods, construction work, or
other services.

© Assegaf Hamzah & Partners | 2 ASSEGAF HAMZAH & PARTNERS |



ASSEGAF HAMZAH RAJAH &TANN ASIA
& PARTNERS WYERS

Client Update: Indonesia KY\]V(I){\%
7 June 2022 ASIA

(3). Panel of consultants

The general government procurement rules recognise that a provider can be chosen out of a
pre-determined panel of consultants. However, this panel of consultants method can only be
used to procure a procurement agent.

With respect to the new capital city, the Nusantara Capital Authority or other
ministries/institutions can enter into an umbrella contract with a panel of consultants comprising
between five to seven corporate or consortium members. The only service that can be procured
from the panel of consultants is consultation service. Further details on the procedure to select
the panel members are set out in LKPP Regulation 5/2022.

(4). Beauty contest

Lastly, a beauty contest can be held to obtain the best idea, concept, or design for a specific
work. In the case of the new capital city, the winner of the beauty contest may be rewarded,
among other things, with an exclusive right to be directly appointed to procure certain services
or goods.

Other Points of Interest

LKPP Regulation 5/2022 sets out a detailed guideline on the types of procurement that are integrated
with construction work, namely design and build, and engineering, procurement and construction. This
means that one provider may be appointed if such provider can perform several streams of work as a
set.

Moreover, LKPP Regulation 5/2022 allows a procurement package to include a “supplied by owner”
method for construction work. Therefore, in this type of procurement package, the provider of the
procurement can supply their own raw material, product, and/or equipment, which may allow them to
save costs for materials or equipment.

LKPP Regulation 5/2022 also expands the types of contract permitted under the general government
procurement rules by including performance-based contracts whereby a provider may be rewarded or
penalised based on their achievement or non-achievement, respectively, of a specific level of work or
services.

Key Takeaways

The enactment of LKPP Regulation 5/2022 officially kicked off the procurement process relating to the
preparation, construction, and relocation of Indonesia’s capital city. While businesses could find many
opportunities, there is no precedent for some of the procurement methods detailed above. Therefore,
businesses should first conduct a risk assessment and proceed with caution in assessing the
opportunities to participate in the development of the new capital city.
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Berla Wahyu Pratama also contributed to this alert.
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Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a
member firm are governed by the terms of engagement between the member firm and the client.

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage which

may result from accessing or relying on this update.
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Based in Indonesia, and consistently gaining recognition from independent observers, Assegaf Hamzah & Partners has established itself as a major
force locally and regionally and is ranked as a top-tier firm in many practice areas. Founded in 2001, it has a reputation for providing advice of the
highest quality to a wide variety of blue-chip corporate clients, high net worth individuals, and government institutions.

Assegaf Hamzah & Partners is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR,

Malaysia, Myanmar, the Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South
Asia.

The contents of this Update are owned by Assegaf Hamzah & Partners and subject to copyright protection under the laws of Indonesia and, through
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein)
without the prior written permission of Assegaf Hamzah & Partners.

Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your
specific situation. In this regard, you may call the lawyer you normally deal with in Assegaf Hamzah & Partners.
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