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AGENDA

* Gas Resources
 Energy Independence Policy
 Energy Subsidy
* Legal Basis
* Portray Upstream Development
e Midterm National Gas Policy
 Some strategic Issues

— Upstream

— Downstream
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GAS RESOURCES = 334.5 TSCF
GAS RESERVES

(As of December 315t 2010)

108.4 TSCF
48.74 TSCF
157.14 TSCF

(As of January 15t 2010)

‘ CBM RESOURCES = 453.30 TCF
Total CBM Basin =11

(Advance Resources Interational, Inc., 2003)

Signed Contracts up to September 2011 :
39 CBM PSCs

Q SHALE GAS POTENTIAL

Currently, the Government has been doing

initial study shale gas potential in Indonesia

Some rock samples have been taken from

several regions for laboratorium analysis
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e Guarantee of supply

 The availability of infrastructure
and adequate distribution network

e Price affordability

 Environmentally Friendly
management System
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L% EnergySu bsidy 2004 - 2012
mmmm

Fuel 72,884 95,518 64,212 61,837 140,01 54,30 81,11 129,723 123,599
Electricity 3,3 8,85 32,2 25,8 78,56 48,16 62,81 65,565 44,960
TOTAL
- 76,184 104,368 96,412 87,637 218,57 102,46 143,92 195,288 168,559
(Trillion Rp)

*) APBN-P 2011
**) APBN 2012
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Legal Basis on Natural Gas
Pricing Policy

 |ndonesian Constitution UUD 1945 — article [
no 33 “ Natural resources controlled by the |
state and used as possible for people's
welfare”

e Qil & Gas Law 2001

e Constitutional Court Decision on Oil & Gas
Law no 22/ 2001.

— The Government should determine the
domestic gas price

* Ministerial Decree no 03/ 2010 - Prioritizing
on Gas for Domestic and Domestic Gas
allocation
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Indonesia Energy Security
Direction

 Energy subsidy based on State Budget Revenue 2011
— Fuel subsidy: 40.49 MioKL ( + 1.3 MioKL) = 129.723 Trillion (IDR)
— Electricity Subsidy= 65.565 Trillion (IDR)

o Shifting Paradigm

Oil to Gas

Industry follows the Energy Concept

Revenue Based to Economic Growth Based

Promoting Renewable Energy in the energy mix strategy for 2030

 Challenges;

Control the Subsidy
FUEL Subsidy v/s Gas and Coal

Create the pricing scheme which is viable for the Development of Renewable
Energy such as Geothermal, Mikrohydro, nuclear
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Portray Upstream
Development

 Reserve Replacement Ratio only 61%

e Qutcome of Oil & Gas Biddings is Low

e 188 blocks awarded ( 118 Blocks > 3
years & 70 blocks < 3 years )

e 188 blocks ( 34 fully committed; 74
not yet committed, 10 in process for
termination

e Surface distraction : Overlapping,
Forestry permit, Land clearing etc.
Resource capability

e Shifting from West to Eastern part of
Indonesia is very low
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Reallocation budget for subsidy to the
development of Gas Infrastructure

Improve Potential Gas Resources data at the
Eastern part of Indonesia

Improve Domestic gas allocation & pricing

Revisit - Ministerial Decree no 03/2010 for
Gas Pricing policy
— Indirect Subsidy through Profit Split

The local industry should absorb the higher
gas price based on the characteristic of the
field

Renegotiation Gas Contract
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Some of strategic Issues

Upstream Oil & Gas:

Government should set more competitive contract and fiscal
term and other economic policies to attract the investor in oil &
gas sector such as development of deep water basin, CBM,
Mature field and frontier areas which involve more complex
processes, confronting high risks, frontier technology and more
complex project financing.

In near term, to improve governance upstream management
capability, to review the competency of the management of

upstream implementing body (BPMIGAS) more efficient and

transparent bureaucracy, standard accounting system, Cost

recovery mechanism.
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Some of strategic Issues

Downstream Qil & Gas:

e Government should develop plan to allow investor to develop more
capacity petroleum refineries and storages, LNG Receiving terminal,
gas filling station, domestic gas pipeline, and develop city gas
infrastructures.

e To meet domestic demand of energy, government policy especially
on energy export should be redirected. The new policy is aimed to
provide support for national security of energy supply, to create value
added to the domestic economy activities, to achieve more efficient
energy consumption in more environmentally responsible manner

e The policy should include fiscal and tax incentives policies to
encourage, the use of alternative fuels such as gas, CBM, biofuels,
shale gas
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