Foreword

The Embassy would like to thank the Ministry of Energy and Mineral Resources, particularly the
Directorate General of Oil and Gas (MIGAYS), for supplying statistics, without which this report
would not have been possible. The Embassy would also like to acknowledge the cooperation of
Indonesia s production sharing contractors for current data and helpful suggestions to improve
the accuracy of this report.

The intent of thisreport isto provide a summary of Indonesia s oil and gas sector in an effort to
assist government policy makers and private sector companies better understand this important

market. Theregiona financial crisis of 1997-98, from which Indonesiais only now recovering,
highlights the importance of this sector to the Indonesian economy.

The report does not necessarily reflect the view of the U.S. Government. The Embassy has
attempted to obtain the most accurate data from Indonesian Government sources. However,
statistics drawn from different sources often display inconsistencies. Thisis the case between
several tablesin the appendices. To the extent possible, we have tried to indicate the source of
the information. However, trends can be accurately depicted by observing data within agiven
table. Thisreport uses an exchange rate of Rp 8,400 to one U.S. dollar, unless otherwise
indicated. Finally, statistics are often revised at alater date. The Embassy plansto publish a
mid-year supplement to this report, containing end of year oil and gas data for 2003.

This Petroleum Report isissued every other year. The Embassy will publish mid-year
supplements to this report, containing final oil and gas data from the previous calendar year. The
full report is also available on the U.S. Embassy website, www.usembassyjakarta.org.




APPENDIX 16.2: Oil Field Service Companies and Oil and Gas Drilling Contractors

APEXINDO PRATAMA DUTA TBK
Ir. Hertriono Kartawisastro

President Director

Medco Bldg., 2™ floor

J. Ampera Raya 20, Cilandak

Jakarta 12560

BAKER ATLASINDONESIA

Mr. Victor Merkulop, President Director
Cilandak Commercial Estate

Garden Center, 6" floor

JI. Cilandak KKO, Jakarta 12560

Tel: 7800-0737, Fax: 780-0790

BINAKARINDO YACO AGUNG
Mr. Tjahyadi Sukinata, Director

J. P. JayakartaNo. 42, Jakarta 10730
Tel. 629-6166, Fax: 639-8111

BORMINDO NUSANTARA

Mr. Harly Saleh, President Director

J. Pakubuono VI No. 1A, Jakarta 12120
Tel. 722-9986, Fax: 722-9987

DOWELL SCHLUMBERGER
Mr. Steve Orr, President Director
SentraMuliaBldg., 16" floor

J. HR Rasuna Said Kav X-6 No. 8
Jakarta 12940

Tel: 252-0546, Fax: 522-9157

ELNUSA GEOSAINS

Mr. Bambang Indroyono, President Director
J. Letjen. T.B. Simatupang Kav. IB

Jakarta 12560

Tel: 7883-0866, Fax: 7883-1072

GEMILANG TECHNODRILL
PARIPURNA

Ir. S. Husnie Sastropanoto, President Director
Plaza Mutiara, 9" floor, Suite 906

J. Lingkar Mega Kuningan Kav E 1-2
Jakarta 12950

Tel. 576-0591, Fax: 576-0690

Email: gemdrill@ gemdrill.com
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HALLIBURTON INDONESIA

Mr. Francisco Suarez, President Director
Cilandak Commercial Estate #107

Jl. Cilandak KK O, Jakarta 12560

Tel: 780-1100

Fax: 780-1154, 780-0782

HITEK NUSANTARA

Mr. Ricardo Rosa, President Director
SentraMuliaBldg., 18" floor

J. HR. Rasuna Said Kav. X- 6 No 8
Jakarta 12940

Tel. 522-7250, 252-1167,

Fax: 522-7331, 522-7341, 252-2341

IMECO INTER SARANA

Mr. Ganda Kusuma, Chairman

J. Ampera Raya No. 9-10, Jakarta 12550
Tel. 780-8068, Fax: 780-8064 780-8055/64
Email: kusumag@attgglobal .net

PATRA DRILLING
CONTRACTORS

Mr. Hasanudin, President Director

J. Kemang RayaNo. 59, Jakarta 12730
Tel: 7179-1478, Fax: 7179-1263

RB DRILLING

Mr. Rod Trigwell, General Manager
J. Kaveling Polri No. 20

Jagakarsa, Jakarta 12620

Tel: 782 7832, Fax: 782 0877
e-mail: rbdrill@rbdrill.com

SANTA FE SUPRACO
Mr. J.R. Smith, President
J. Melawai I X No. 2, Jakarta
Tel: 721-1700, Fax: 721-1714

SCHLUMBERGER GEOPHYSICSNUSANTARA
Mr. Steve Orr, President Director

SentraMuliaBldg., 16" floor

J. HR Rasuna Said, Kav. X-6 No. 8

Jakarta 12940

Tel: 522-7050, Fax: 522-9157
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APPENDIX 16.3: Indonesian Related Oil and Gas Associations

Indonesian Petroleum Association (1 PA)
WismaKyoei Prince, 17", Suite NO. 1701

JI. Jendral Sudirman Kav. 3, Jakarta 10220
Tel: 572-4284, 572-4285, 572-4286

Fax: 572-4259

|PA Board Members

President : Paul Warwick (ConocoPhillips)
Vice President: Wahyudin Yidana (Caltex)
Supramu Santosa (Star Energy)

Secretary : Chris Newton (Santos Asia)
Treasurer : Rashid I. Mangunkusumo (EXSPAN)
Directors:

Roland Festor (Total)

Rennier Latief (Kondur)

Bambang Nugroho (Pertamina)

C.W. Murray (ChinaNOOC)

Bill Schrader (BP)

Ronald I. Wilson (ExxonMobil)

Sadafumi (Tanigawa)

Executive Director: Suyitno Patmosukismo

The Society of Petroleum Engineers (SPE)
Sentra Mulia Building, 16" floor

J. H.R. Rasuna Said Kav. X-6 No. 8

Jakarta 12940

Tel: (62-21) 252 0543 or 252 0546 ext. 253
Fax: (62-21) 522 9157 or 250 0365

e-mail: spe@jakarta.cilfield.slb.com

IAGI SECRETARIAT

Mr. Andang Bachtiar, President

Geologi & Sumberdaya Mineral Building, 4th
Floor

Jl. Prof. Dr. Soepomo, SH., No. 10

Jakarta 12870, Indonesia

Phone/Fax: (62-21) 8370-2848

email : iagisek@cbn.net.id

Oil and Gas Drilling Association
Dr. Alimin Abdullah, Chairman
J. Gandarialll/5, Kebayoran Baru
Jakarta 12130

Tel: 722-2088, Fax: 725-3539

Petroleum Report Indonesia 2003
American Embassy Jakarta



1

EXECUTIVE SUMMARY

Indonesia ranks seventeenth among
world oil producers, with approximately
1.8 percent of the world's production. At
an unofficial 1.01 million barrels of oil
per day (b/d) by the end of 2003,
Indonesia’s production of crude oil and
condensate continued a gradua decline
from 1.25 million b/d in 2002, 1.34
million b/d in 2001, and 1.41 million b/d
in 2000. Indonesia’'s oil reserves are
approximately 9.7 billion barrels.

The country ranks sixth in world gas
production, with proven and potential
reserves between 170-180 trillion cubic
feet (TCF). Indonesia produced 3.04
TCF of gasin 2002, rising unofficially to
about 3.08 TCF in 2003. Indonesia aso
remained the world's largest exporter of
liquefied natural gas (LNG) in 2002 at
26.2 million metric tons (MT). Although
it enjoys a 22.9 world market share, this
dominance is under threat from newer
producersin Qatar, Australia and Russia.

Despite the gradual decline in oil
production, the industry remains a key
sector that generates strong cash flows. In
2002, oil and gas contributed $12.1
billion or 21.2 percent of total export
earnings and about 25 percent of
government budget. Though significant,
this is in stark contrast from 1990, when
the oil and gas sector contributed 43% of
export earnings and 45% of government
revenues.

The 2004 budget assumes crude oail
production of 1.15 million b/d, atarget that
will be difficult to meet unless production
levels improve. That budget also assumes
an exchange rate of Rp 8,700/US$ and an
oil price of $21/barrel. Actua crude oil
prices for SLC during August 2003 were
$28.03 per barrel.

With substantial reserves of natura gas,
coad and geothermal, Indonesia could
remain a net energy exporter for a longer
period than current forecasts. To do so, the
government must implement legislation and
policies that will attract new private direct
investment and rationalize use of
Indonesia’'s energy resources. Energy
policy reform is necessary in order to
maintain Indonesia’s status as a net oil
exporter and enhance efficient use of
energy resources.

In line with its former International
Monetary Fund (IMF) commitments, the
government continued to hike domestic fuel
prices in 2002 by eliminating subsidies.
Fuel prices were raised across the board first
in October 2000, in June 2001 and again in
January/March 2002 to reduce the GOI's
fuel subsidy burden to Rp 30.3 trillion in
2002. The GOI increased fuel prices again
in January 2003; however, it later reversed
much of the increase due to widespread
public protest. This, combined with high
international oil prices, raised the actual
2003 fuel subsidy to Rp 30 trillion. The
government is unlikely to raise fuel prices
again until after the 2004 elections.

2002-2003 were important transition years
for Indonesias oil and gas industry,
following passage of a new oil and gas law
in October 2001. Law 22/2001, which
replaced the 1960 Oil and Gas Law and Law
for Pertamina 8/1971, required the upstream
and downstream sectors to deregulate within
two years and four years, respectively. The
law aso mandated the end of Pertamina's
monopoly over downstream oil distribution
and marketing of fuel products. Pertamina’s
upstream responsibilities to manage the
Production Sharing Contracts (PSCs) aso
shifted to the central government.
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The new law created two new
governmental bodies: the Executive Body
that takes over Pertamina's upstream
functions and the Regulatory Body that
supervises downstream operations. The
Executive Body, BP Migas, was
established in July 2002. It took over
Pertamina's upstream regulatory
functions and management of oil and gas
contractors. The downstream regulatory
body (BPH Migas) was established in
December 2002. When fully operational,
it will license downstream operators to
assure sufficient natural gas and domestic
fuel supplies and the safe operation of
refining, storing,  transport  and
distribution of petroleum products.

The government has not yet completed its
implementing  regulations for  the
upstream and downstream sectors, which
were due by the end of 2003. The
industry continues to work with the GOI
on the draft regulations in an effort to
improve the sector’s investment climate.
At the time of this report, the industry
had serious concerns about the draft
regulationsin afew key areas, including:

- Sanctity of contract for existing PSCs
(grandfathering provisions);

- Requirement for PSCs to first offer any
sale or transfer of its participating interest
to anational company;

- Lack of clarity on the oil and gas
domestic market obligation (DMO);

- Potential overlapping responsibilities
between the upstream and downstream
authorities BP Migas and BPH Migas,
including natural gas transportation via
pipeline.

In 2002

The dollar value of oil and gas
exports declined to $12.1 billion in
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2002, compared with $12.6 billion in
2001.

Qil and gas imports increased in 2002
to $6.5 billion, compared with $5.5
billion ayear earlier.

CrudeOil
Reserves: 9.7 billion barrels.

Gross Production: 1.01 million barrels per
day (2003, unofficial).

Export revenue: $6.2 billion in 2002.

In 2002, Indonesia produced an average of
1.252 million b/d, down 6.9 percent over
the previous year level of 1.344 million
b/d. Unofficially, the country’s production
continued to decline in 2003 to an average
1.01 million b/d. Most of the country’s
major producers were responsible for the
92,700 b/d production drop in 2002.
Foreign PSCs accounted for 85% of
Indonesia's crude output in 2002.

Expenditures by petroleum companies
declined 18.7 percent in 2002 to $3.42
billion from $4.2 billion in 2001.

The number of new exploration and
appraisal wells drilled in 2002 up dlightly
88 wells from 79 wells in 2001 after
peaking up at 145 wellsin 1998.

Unocal continued its ambitious drilling
program in the deepwater, offshore East
Kaimantan blocks.

ExxonMobil continued efforts with
Pertamina, without success, to extend its
contract for the Cepu block in East Java.

The government awarded 15 new
production sharing contracts in 2003,
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compared with 1 in 2002, and 6 in 2001,
down from arecord 29 contracts in 1997.
Major international and U.S. companies
were largely absent from the bidding on
these new exploration blocks. The GOI
will offer another 10 blocks in 2004. Ten
contracts were relinquished between
January 2002 and September 2003.

Indonesian crude production profited
from high world oil prices, averaging
$25.11/barrel for Sumatran Light Crude
(SLC) in 2002 and $29.02 for the first
eight months of 2003. As a result of
OPEC decisions to reduce oil production,
Indonesia received four quota declines,
77,600 b/d in February 2001, 52,000 b/d
in April, 42,000 b/b in September and a
further 78,000 b/d in January 2002.
OPEC’s quota reductions had no impact
on Indonesia as the country produced
well under its quota throughout this
period.

Indonesia’s major crude oil customers (in
rank order) were Japan, South Korea,
Australia, Singapore, China and the
United States. Indonesias overseas
markets generaly showed a decline in
sales in 2002 with the exception of
China, USA and Thailand.

Natural Gas

Reserves: 176.6 trillion standard cubic
feet (TSCF).

Gross Production: 3,036 billion cubic feet
(BCF).

Export revenue from LNG and LPG:
$5.9 billion in 2002.

Indonesia has natural gas reserves of over
176.6 TSCF — 90.3 TSCF proven and
86.3 TSCF probable/possible.

Indonesia's largest producers are
ExxonMobil, Total, Vico, BP and Unocal
operating under production sharing
contracts.

Indonesia, which traditionally exports gas
in the form of LNG, started natural gas
pipeline exports to Singapore in January
2001, totaling 32 billion cubic feet (BCF)
from fields within 3 PSCs in West Natuna
operated by ConocoPhillips Indonesia,
Star Energy and Premier. The PSCs
deliver 325 million cubic feet per day
(mmcfd) from Indonesia to Singapore
(Sakra Idand) via a 650-kilometer sub-sea
pipeline. The gas is used by power
generating companies and petroleum and
petrochemica plants. Revenues from the
gas sales are projected to reach $8 hillion
over the life of the 22-year contract.

The government inaugurated a second gas
transmission pipeline to Singapore in
August, 2003. The 477-km pipeline links
the Grissik gas plant in the Corridor PSC
in South Sumatra with Sakra Island,
Singapore. The gas supply volume from
South Sumatra fields operated by
ConocoPhillips  and  PetroChina to
Singapore will eventually reach 350
mmcfd. The pipeline was built for $420
million and should generate $9 billion in
revenues to Indonesia over 20years.

Indonesia celebrated the first delivery of
natural gas to the Duyong gas platform
offshore Peninsular Malaysia from
Indonesia's South Natuna Sea Block B
PSC (operated by ConocoPhillips) in
August 2002. Pertamina supplies 100
mmcfd of natural gas (increasing to 250
mmcfd by 2007) to Petronas for 20 years
from South Natuna Sea Block B.
Revenues from the gas sales are projected
to reach $6.2 billion over the life of the
contract.
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LNG and LPG

Most of Indonesias natural gas is
processed into LNG and LPG, followed
by domestic power generation and
petrochemical  production. LNG
production at Arun and Badak (Bontang)
was 26.2 million metric tons (MT) in
2002, an increase from 2001’ s production
of 24.3 MT. Japan, South Korea and
Taiwan were the key markets for LNG.

LPG production declined dightly to 2.1
MT in 2002 from 2.2 MT in 2000, while
exports to the four top customers --
Japan, Hong Kong, Taiwan and Australia
-- dropped to 1.27 MT.

In 2002 and 2003, there was mixed news
for Indonesia’'s LNG producers:

In August 2002, Indonesia lost a bid to
supply $10 billion in LNG to China's
first  LNG recelving terminal at
Guangdong. However, Indonesia’s
Tangguh LNG project won a separate
contract to sell 2.6 MT/year of LNG to a
prospective LNG termina in Fujian for
25 vyears, worth about $8.5 hillion.
Tangguh also won a preliminary contract
to supply 1.35 MT/year of LNG to South
Korea's K Power and POSCO for a 20-
year term starting in 2005.

In July 2003, Qatar beat Indonesia in a
bid to supply 1.7 MT of LNG per year to
Taiwan's planned Ta-Tan LNG terminal.

During 2003, Indonesia began lobbying
Japan to extend 12 MT worth of LNG
contracts set to expire in 2010. In August
and December 2003, BP Migas signed an
MOU with Marathon Corporation for 6
MT per year and a Heads of Agreement
(HOA) with Sempra Energy for 3.7 MT
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per year beginning in 2007 to supply LNG
to a proposed LNG receiving terminal in
BagaCadlifornia

In  October 2003, ChevronTexaco
unveiled its project to erect a storage and
regasification LNG terminal 13 miles
offshore Baja California. ChevronTexaco
is currently holding possible partnership
discussions with Pertamina in the Donggi-
Matindok area of Central Sulawes.

Tight production levels and desired new
gas for fertilizer plants may cause the GOI
and some PSCs to meet a portion of their
LNG export quantities by purchasing
LNG cargoes abroad in 2004.

Refining and Imports

Installed capacity: approximately 1.057
million b/d at nine state-run refineries.

Capacity utilization: 96.8 percent.

Growing domestic consumption and
limited capacity at Indonesias nine
refineries account for the increase in crude
oil and fuel product imports. Domestic
fuel consumption increased to 57.8
million kiloliters in 2002, about 7.5
million kiloliters higher than pre-crisis
levels. In 2002, Indonesias crude oil
imports rose to 124.1 million barrels,
largely from Saudi Arabia and Nigeria.
Fuel product imports rose to 106.9 million
barrels from 89.6 million barrelsin 2001.

Petr ochemicals

The petrochemical industry was again
stagnant in 2002, with no new plants
completed. In the wake of the financial
and economic crisis that erupted in mid-
1997, projects under construction
remained in limbo. However, in July
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2003, the government announced the
impending resumption of 14 large
strategic projects, valued at $9.3 hillion,
which were suspended in 1998. These
projects include the $290 million
ammonia/urea fertilizer plant in Kujang,
West Java, the $360 million Unit 5
Kaltim fertilizer plant, the $35 million
hydrogen plant at AAF/Aceh, a $256
million  fertilizer plant in East
Kaimantan, a $310 million ureafertilizer
plant a PIM/Aceh and a $900 million
aromatic plant in Tuban, East Java
These projects are dill  pending
international financing, however.

Regional Autonomy/Decentralization

On January 1, 2001, Regiona Autonomy
Law 22/1999 and Fiscal Decentralization
Law 25/1999 came into effect. Law
25/1999 contains formulas for sharing
revenue between the central government
and various regional authorities. Local
misunderstanding of the oil and gas
revenue allocations continues, raising
expectations and causing regiona
administrations and the public to
overestimate future transfers. By
definition, the “government share” is tax
revenues plus its portion of oil and gas
profits after the PSC share and cost
recovery are deducted. However, the
central, provincial and  regiona
government revenue splits shown in the
table below only apply to oil and gas
profits after cost recovery. Therefore,
depending on the amount of cost
recovery, provincial and regional oil and
gas income can be significantly different
than the reported gross oil/gas revenues.
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Shares of state revenue* before and
after Law No. 25/1999

Type of revenue Central Province Regencies

Govt.
Before (%):
- Oil 100
- Natural gas 100 - -
- Mining land rent 20 16 64
- Mining royalties 20 16 64
- Land/building tax 10 16.2 64.8
- Duties on land/ 20 16 64
building acquisition
After (%):
- Oil 85 3 12
- Natural gas 70 6 24
- Mining land rent 20 16 64
- Mining royalties 20 16 64
- Land/building tax - 16.2 64.8(+)
- Duties on land/ - 16 64 (+)

building acquisition

* State revenue refers to net oil and gas profits after PSC
share and cost recovery are deducted. Special autonomy
provisions for Aceh and Papua give those provinces 70
% of net oil and gas profits after PSC share and cost
recovery, with the remaining 30% to the government.

In an attempt to clarify the ongoing debate
over the regions share of oil and gas
revenues, the Ministry of Finance issued
Decree 237/2003 in June 2003. The
decree estimates the allocation of oil and
gas revenues to the provinces, regencies
and cities for 2003, as shown below:

. Est. Allocation Eg'.
Province (Rp millions) Allocation
(U9
Aceh 2,102, 082 253,250,000
N. Sumatra 56,721 6,830,000
Riau 3,218,702 | 387,800,000
Jambi 31,008 3,735,000
S. Sumatra 639,342 77,030,000
Lampung 199,638 24,050,000
Bangka
Belitung 711 85,600
DK Jakarta 60,134 7,245,000
W. Java 481,061 58,000,000
C. Java 602 72,500
E. Java 29,425 3,545,000
E 3873452 | 466,680,000
Kalimantan
C. Sulawesi 416 50,120
Maluku 4,372 526,700
Papua 71,639 8,630,000

Rp 8300 = $1US
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The estimated allocations are based on
expected oil and gas production for the
year. Further study is needed to
determine the actual amount of oil and
gas revenues flowing to the regions and
whether these proceeds have improved
the quality of life in those aress.

Major Eventsfor Oil in Indonesia

Y ear Events

Telaga Said production field sold to a
1890 | company that later merged to form Roya
Dutch Shell. First production wasin 1892.

Standard Oil of New Jersey through its
1912 | Dutch subsidiary received permission to
explore for il in South Sumatra.

The Tadang Akar field discovered, which

1921 proved to be the biggest find before WWII.

1942 Japanese took over most oil fields during
WWII and slow production

1944 (_Salte_x’ Minas field Qiscovered. Largest oil
field in Southeast Asia

1945 Indonesia declared independence from The
Netherlands

1961 Government signs fir_st PSC, with Asamera
for the Block A PSC in Aceh.

1962 Pan American Oil Company signed the first

contract of work with Pertamina.

1962 | Indonesiajoined OPEC

1968 National oil companies Permina and
Pertamin merged to form Pertamina

1978 | First LNG plant entered production

2001 The Government revised Oil and Gas Law

2002 | Upstream/downstream bodies formed.

2003 Pertamina becomes a limited liability
company.
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THE INSTITUTIONAL FRAMEWORK

“All natural resources in the soil and the
waters of the country are under the
jurisdiction of the State and shall be used
for the greatest benefit and welfare of the
People.”

-Article 33, Indonesian Constitution

The Indonesian Parliament (Dewan
Perwakilan Rakyat — DPR) passed the oil
and gas bill into law on October 23,
2001. The new law replaces QOil and Gas
Law No. 44/1960 and Law for Pertamina
No. 8/1971. It reduces the government's
power over the petroleum sector and
allows for open competition in the
downstream oil and gas distributing and
marketing area. The new law authorizes
the establishment of an implementation
agency ("badan  pelaksana') and
regulatory agency ("badan peraturan”) to
assume state oil and gas company
Pertaminas roles. The implementation
agency has replaced Pertamina in
managing Production Sharing Contract
(PSCs) with private oil and gas
companies, thus eliminating the conflict-
of-interest inherent in upstream producer
Pertamina regulating the activity of its
competitors. The law aso removed
Pertamina's monopoly in the downstream
sector with the regulatory agency
assuming the responsibility for managing
natural gas and domestic fuel distribution
and supply.

The GOI generally met the law’'s
stipulation that the two new agencies be
established within one year of the law's
enactment, and Pertamina establish itself
as a limited liability company ("persero”)
within two years (see below). Pertamina

does maintain its overall responsibility for
domestic fuel supply and distribution for
four years after the law's enactment.
Existing PSC's will be grandfathered and
in effect until expiration of the contract.
The GOI has issued three of five required
implementing regulations under the law --
Pertaminad's transition to a limited liability
company, and the establishment of the
implementing and regulatory agencies.
As of the end of 2003, however, the
government had not yet issued the
remaining two implementing regulations,
on the upstream and downstream sectors.

Article 33 of the Constitution still requires
the government to continue its key role in
the management of Indonesia's energy
sector. All energy activities dealing with
petroleum and gas fall under the Ministry
of Energy and Mineral Resources, which
is charged with creating and implementing
Indonesia’s energy policy. The Ministry
of Energy and Mineral Resources is
divided into several directorates, with the
Directorate General of Oil and Gas
(MIGAYS) responsible for all aspects of the
petroleum  industry, including its
development, employee training, and
promulgating regulations.

BP Migas

On July 16, 2002, President Megawati
signed Government Regulation No
42/2002, establishing a new Executive
Board for oil and gas upstream operations
as required by Oil and Gas Law No
22/2001. This upstream implementing
body or Badan Pelaksana Minyak dan Gas
Bumi (BP Migas) assumes the long role of
Pertaminds regulatory functions and
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responsibilities in managing oil and gas
contractors.

BP Migas main tasks and authorities are:
1) to provide recommendations to the
Minister in preparing and offering work
areas and cooperation contracts;, 2) to
sign cooperation contracts; 3) to control
upstream business operations and 4) to
appoint sellers of the government's share
of oil and gas. The board is a non-profit
state legal entity, acts on behaf of the
government as party to the cooperation
contract with business entities, but at the
same time also acts as a board, which
controls al ol and gas business
operations.

Although BP Migas has been managing
upstream regulatory activities since mid-
2002, the government has not yet issued
upstream implementing regulations in
accordance with Oil and Gas Law
22/2001. Current and prospective
upstream players hope the government
will issue these regulations early in 2004
and that they will bring greater clarity to
the sector.

BPHMigas

On December 30, 2002 President
Megawati  Sukarnoputri  signed a
Government Regulation (PP) No 67/2002
establishing a new  downstream
regulatory body, the Badan Pengatur
Hilir Minyak dan Gas Bumi (BPH
Migas), which assumes the role of
Pertamina in controlling downstream
activities. Among  BPH Migas
responsibilities are regulating and
determining the supply and distribution
of oil-based fuel, regulating the
transmission and distribution of natural
gas, alocating fuel to meet nationa oil
fuel reserves, the use of oil and gas
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transportation and storage facilities,
setting tariffs for gas pipeline use, setting
the price of natural gas for household and
small consumers and making
recommendations on pipeline levies and
setting the price of pipeline rights.

Despite this long list of responsibilities,
the full scope of BPH Migas activities
requires clarification. Potential new
downstream  participants hope the
government will provide this clarification
in  new downstream implementing
regulations, which are expected in 2004.

BPH Migas is a smaler body than its
upstream counterpart, BP Migas. BPH
Migas consists of a committee of nine
(one Chairman and eight members).
Committee members are appointed by the
President, based on the recommendation
of the Minister of Energy and Minera
Resources and after approval by the
House of Representatives (DPR). The
Chairman must periodically report to the
President (every six months or as
requested), viathe Energy Minister.

Pertamina

On June 18, 2003, President Megawati
Sukarnoputri  signed a government
regulation (PP) No. 31/2003 regarding the
transformation of state oil and gas
company Pertaminainto a limited liability
company (Persero). The new regulation is
in line with efforts to establish a new
competitive and efficient entity, which is
expected to increase economic activity
and the welfare of the people.

Under the new regulation, all state assets
in Pertamina as well as al assets of
Pertamina including its subsidiaries and
joint venture will serve as the capital of
the new entity. The Minister of Finance
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based on a joint evaluation by the
Minister of Energy and Minera
Resources and the Minister of Finance
will determine the amount of capital of
the new entity. The new entity has
authority from the government to supply
fuel oils for domestic consumption, with
compensation to be provided by the
government. It also states that at the time
of the establishment of the new entity,
activity on geothermal businesses will be
handed over to the new entity but within
two years the entity has to establish a
new subsidiary. A joint decree by the
Minister of Finance, Minster of Energy
and Mineral Resource and State Minister
for State Owned Company will be issued
in implementing the new regulation.

Pertamina significantly contributes to
Indonesia’s petroleum output. It ranks
9th in crude oil production and was
Indonesia's 5th largest producer of
natural gasin 2002. Pertamina executives
have expressed their resolve to enhance
Pertamina’'s position in the upstream
sector to position the company for
petroleum sector deregulation.

The company has planned a tota
investment of $2.08 billion over five
years. Two thirds of the investment will
be in upstream business and the
remainder in downstream. Pertamina
needs funds to upgrade its aging
refineries, LPG and fuel depots and
distribution infrastructure, replace and
supplement its old shipping fleet, and for
upstream acquisitions.

Pertamina has seriously studied business
prospects in Irag even though its October
2002 exploration contract for Block 3,
Western Desert was temporarily subject
to force magjeure in April 2003 due to the
war in Irag. Pertamina has an office in
Baghdad, which is staffed on a rotating
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basis. Pertamina is presently analyzing
seismic data for its contract area and will
not begin exploration activity until the
validity of its contract with the new Iraq
government is confirmed and the security
situation improves. Pertamina plans to
invest $24 million over three years for the
block, which has estimated oil reserves of
3 billion barrels of oil.

Government
Contracts

Agreements and

There are two categories of agreements
and contracts for Indonesias petroleum
industry. The first category refers to the
bundle of rights and obligations granted to
an investor to invest in cooperation with
the GOI in oil and gas exploration and
exploitation. These types of contracts are
the Production Sharing Contract (PSC),
the Technical Assistance Contract (TAC),
and the Enhanced Oil Recovery (EOR)
contract, defined as follows:

Production Sharing Contracts:

A cooperation contract for oil and
gas exploration between BP Migas
and a private investor (which
includes foreign and domestic

companies, as wel as PT
Pertamina);

BP Migas is the supervisor or
manager of the PSC;

Investors are participating interest
holders and Contractors;

The government take is under a
production sharing arrangement
whereby the GOl and the
Contractors take a split of the
production measure in revenue
based on PSC-agreed percentages,
Operating costs are recovered from
production through Contractor cost
oil formulas as defined by the PSC;
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The Contractor has the right to take
and separately dispose of its share
of oil and gas,
Title of the hydrocarbons passes to
the Contractor at the export or
delivery point.

Technical Assistance Contracts:

Variation of a cooperation contract,
or PSC;

Typically used for established
producing areas and therefore
covers exploitation only;

BP Migas is the supervisor or
manager of the TAC;

Operating costs are recovered from
production;

The Contractor does not typically
sharein all production;

The TAC <can cover both
exploitation and exploration if it
occursin an area where the GOI has
encouraged exploration;

Per Oil and Gas Law 22/2001,
existing TACs will not be extended.

Enhanced Oil Recovery:

Variation of a cooperation contract,
or PSC;
Used for established producing
fields with the intent of applying
advanced technology to increase the
recovery of hydrocarbons in the
reservoirs,
Pertamina is usually a participant,
along with investors; collectively
they are the Contractor;
BP Migas is the supervisor and
manager of the EOR;
Operating costs are recovered
from production and typicaly
capped at a percentage. In some
cases, the incremental oil lifted
from an EOR operation may be
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shared on a production sharing
basis;

In many cases, the EOR may aso
include provisions concerning how
the parties will conduct petroleum
operations.

In addition to contracts that give bundles
of rights to explore and exploit, the
participants in the PSC, TAC or EOR may
also enter into separate agreements to
discuss how they are going to conduct
petroleum operations. These are known
as Joint Operating Agreements (JOA) and
Joint Operating Bodies (JOB), defined as
follows:

Joint Operating Agreements.

A separate agreement in addition to
the cooperation contract;

Governs the relations of the
participating interest holders,
defining their rights and obligations,
and describing the procedures the
Contractors will abide by;

The JOA typically includes: 1) the
scope of operations; 2) designation,
rights and obligations of the
operator; 3) establishment of an
Operating Committee; 4) production
disposition; 5)  relinquishment,
withdrawal and assignment; 6)
confidentiality; 7) force majeure;
and 8) dispute resolution and choice
of law.

Joint Operating Bodies:

Typically part of the JOA;

Governs the operations on behalf of
the participating interest holders by
establishing a non-lega entity, the
JOB, to conduct petroleum
operations;
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Representatives of the participating
interest parties appoint
representatives to the JOB;

The JOB prepares an operating
work program and budgets and
carries out operations pursuant to
the JOB agreement and the
cooperation contract;

Participating interest holders remain
the Contractors,

JOAs are supervised by BP Migas.

Fiscal Decentralization L aw

With implementation of a new fiscal
decentralization law in January 2001,
revenue-sharing formulas came into
effect that directed 15 percent of the
Indonesian  Government's net  oil
revenues and 30 percent of its net natural
gas revenues to provincial and district
governments. The GOI’s net oil and gas
revenues refer to profit after cost
recovery and deduction of the PSC share.
Of the 15 percent of the oil revenue
flowing to the regions, 6 percentage
points will go to the regency of origin
(where the PSC is located), 6 percentage
points will be shared among the other
districts in the province, and 3 percentage
points will go to the provincia
government. The same relative shares
apply to gas revenues — 12 percent to the
regency of origin, 12 percent among the
remaining regencies and 6 percent to the
provincial government.

OPEC

Indonesia joined OPEC in 1962 as active
member and has hosted important OPEC
conferences in 1964, 1976, 1980 and
1997. OPEC member countries meet at
least twice a year to coordinate their
production policies in light of market
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fundamental. Organization of Petroleum
Exporting Countries (OPEC) produce
about 38 percent of the world's oil and 50
percent of the oil traded internationally.
Indonesian Energy Minister Purnomo
Yusgiantoro will assume the rotating
OPEC presidency beginning January 1,
2004.

In an effort to control oil price volatility
and to counter what they saw as softening
crude oil prices, the latest Consultative
Meeting of the Conference of the OPEC
Oil Ministers in September 2003 agreed to
cut production by 900,000 barrels per day
to 24.5 million barrels per day, effective
November 1, 2003. This was due to the
gradual return of Iragi crude to the world
market and based on a forecast decline in
oil demand in 2004. In addition, OPEC
has aso urged non-OPEC member
countries (Angola, Mexico, Norway,
Oman and Russian Federation) to cut ail
production by 500,000 barrels per day.
Previously OPEC increased production by
900,000 b/d effective June 2003 and
Indonesia received a 47,000 b/d quota
increase to 1.317 million b/d, athough
actual output is closer to 1 million b/d.

OPEC Quota (Million B/D)

Country Sep Jan Jan Feb June

2001 2002 2003 2003 2003
S. Arabia 7541 7,053 7,646 7,963 8,256
Iran 3,406 3,186 3,377 3597 3,729
Venezuela 2,670 2,497 2,647 2,819 2,923
UAE 2,205 1,894 2,007 2138 2,217
Kuwait 1861 1,741 1,845 1966 2,038
Nigeria 1911 1,787 1,894 2,018 2,092
Libya 1,242 1,162 1,232 1,312 1,360
Indonesa 1,203 1,125 1,192 1,270 1,317
Irag N/A N/A N/A N/A N/A
Algeria 741 693 735 782 811
Qatar 601 562 596 635 658
TOTAL 23,201 21,700 23,000 24,500 25,400

Source: MIGAS

The Ministry of Energy and Minerd
Resources said that Indonesia intends to
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reman an OPEC member despite its
falling net oil export volumes. As
Indonesia finds it increasingly difficult to
maintain a net exporter status, industry
experts will continue to question whether
the country will keep its OPEC
membership.

Other Professional Bodies

IPA

The Indonesian Petroleum Association
(IPA) was established in 1971 in
response to growing foreign interest in
the Indonesian oil sector. Contractors
and the government meet frequently to
discuss matters such as production
ventures and energy economics. The
IPA’s objective is to use public
information to promote the exploration,
production, refining and marketing
aspects of Indonesias petroleum
industry.

IGA

The Indonesian Gas Association (IGA)
was established in 1980 under the
sponsorship of Pertamina and key gas
producers, Mobil and Huffco. The main
objective of IGA isto provide aforum to
discuss matters relating to natural gas and
to advance knowledge, research and
development in the areas of gas
technology. IGA aso aims to promote
the development of infrastructure and
cooperation among producing,
transporting, consuming and regulatory
segments of the gas industry.

The IGA and the IPA sponsored
Indonesias membership on  the
Permanent Council of the World
Petroleum Congress (WPC).
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L NG AND LPG

Indonesia remained the world's leading
exporter of LNG, with about 22.9 percent
market share in the world market and
over 33 percent share in the Asia and
Pacific markets. Currently, Indonesia has
the capacity to produce a tota of 31.6
million MT of LNG at the Arun plant in
North Sumatra and the Badak (Bontang)
plant in East Kaimantan. However,
actual production in 2002 reached only
26.2 million MT, compared to a peak of
29.8 million MT in 1999. LNG is still
one of the significant foreign exchange
earners. LNG exports were valued at
$5.6 bhillion in 2002, a 3.7 percent
increase if compared with $5.4 billion in
2001. Japan remained Indonesia’s top
market for LNG, with 69 percent of the
total, followed by South Korea (19.4
percent) and Taiwan (11.6 percent).

World LNG Tradein 2002

Billion

Exporting M3 %
Country

Indonesia 34.3 229
Algeria 26.9 17.9
Maaysia 20.5 13.7
Qatar 18.6 12.4
Australia 10.0 6.7
Brunei 9.1 6.1
Oman 8.0 5.3
Nigeria 7.8 5.2
UAE 6.9 4.6
Trinidad 5.3 35
USA 17 11
Libya 0.6 0.4
Total 150.0 100.0

Source: BP Statistical Review

Indonesia signed its first long-term LNG
contract in 1973, with the first shipment
from Bontang in 1977 and the first
shipment from Arun in 1978. Indonesia
signed a number of additiona LNG
contracts between 1973 and 1995.

Indonesia’ s LNG exports are under long-
term contracts between Pertamina and its
customers.

New LNG Sales and Contract
Extensions

The benchmark prices that China
negotiated in late 2002 with Australia and
Indonesia (between $2.40-$3.00/mmbtu)
for the Guangdong and Fujian LNG
terminals confirmed a downward pressure
on LNG prices. Japan (the world’s largest
LNG importer), whose import prices for
2002 averaged $4.27/mmbtu, took
particular notice. As aresult, Indonesia’s
traditional LNG markets (Japan, South
Korea and Tawan) are eyeing new
sources of LNG and lower prices.
Indonesia s LNG marketing abilities will
be tested as it tries to extend 12 mmptain
Japanese contracts due to expire in 2010.

As a result of these changes, Indonesia
seeks aternative marketing opportunities
in the U.S. to protect against contract
changes with its existing Asian buyers.
During the second half of 2003, the GOI
signed an MoU with Marathon to supply 6
MT of LNG to a proposed West Coast
U.S. or Baga Cadlifornia LNG receiving
terminal. Similarly, BP signed a Heads of
Agreement with Sempra Energy in
December 2003 to supply 3.7 MT of LNG
annually to the West Coast or Baa
beginning in 2007.

The news on LNG sales hasn't been al
good. In July 2003, Taiwan utility
Taipower chose Qatar's Rasgas project
over Tangguh to supply 1.7 MT per year
to its Tatan power plant.
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Arun

The Arun LNG plant is operated by the
PT Arun Natural Gas Liquefaction
Company, of which 55 percent is owned
by Pertamina, 30 percent by Mobil LNG
Indonesia Inc. (an ExxonMobil affiliate)
and 15 percent by Japan Indonesia LNG
Company (JLCO). ExxonMobil/BP
Migas is the sole supplier of natural gas
to Arun, whose production capacity is
now about 6.4 MT per annum.
ExxonMobil has extracted about 90
percent of the gas reservesin its Arun gas
field and gas deliveries to the six-train PT
Arun LNG plant have started to decline.
Two LNG trains were shut down in 2000
with the expiration of the Arun | contract
and, as the remaining contracts expire,
additional trains will be shut down. The
Arun facility is expected to produce 3.0
MT in 2005, 1.2 MT in 2010, and will
discontinue operations in 2014.

Due to the normal decline in the Arun
area fields there is insufficient gas to
supply al fertilizer plants and still supply
gas to PT Arun for the manufacture of
LNG to meet Pertamina's contracted
sdes. The government may have to
acquire 8-10 LNG cargoes from abroad

39

in 2004 if it decides to maintain like-kind
gas supply to fertilizer plants and till
comply with its LNG contractua
requirements.

Continued gas production declines in the
Arun area fields will result in lower LNG
sales and deliverable cargoes. from 113
cargoes in 2002 to about 60 cargoes in
2005. Based on the expected rate of
decline, there will normally be two LNG
trains in operation between 2005 and
2008.

The Arun area fields include: the original
Arun field; the South Lhoksukon A and D
gas fields, located 15 kilometers from
Arun; the Pase A and B gas fields, located
north of Arun; and the North Sumatra
Offshore (NSO) gas field. The NSO field
sits 100 km offshore from the Arun LNG
plant.

Bontang

The eight-train (A through H) Bontang
facility in Badak, East Kalimantan has
21.6 million MT of production capacity.

The plant is operated by PT Badak NGL
Company, which is 55-percent owned by
Pertamina, 20-percent by Vico (which is
50-percent owned by BP), 10-percent by
TotalFinaElf, and 15-percent by Japan
Indonesia LNG Company (JILCO). Gas
is supplied from production sharing
arrangements between Pertamina, Unocal,
Vico and Total. LNG production from the
Bontang facility in 2002 declined to 19.9
million MT from 21.36 million MT in
2001.

In 1995, Pertamina signed two 20-year
contracts for Bontang's “H” train with
Korea Gas Company and Chinese
Petroleum Corporation (Taiwan).
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Indonesia advanced plans to build a ninth
LNG train (tran I) a the Bontang
facility. The government has in principle
given the green light to Pacific Oil and
Gas Ltd to build and operate train I.
Hong Kong Pacific Oil & Gas company
plans to maket LNG to Jangshu
province. A final decision on Train | is
expected in 2004.

Toward the end of 2003, Bontang
experienced a variety of production
problems that constrained its ability to
provide gas for both LNG production and
feedstock for national fertilizer plants in
East Kalimantan. At current production
levels, Bontang will be about 19 cargoes
short of its LNG contract requirements
(133 cargoes) in 2004 if the PSCs
continue gas supplies to the Pupuk
Kaltim fertilizer complex. Pertamina is
trying to restructure its LNG supply
commitments in order to maintain
fertilizer gas supplies. However, the
PSCs and Pertamina may purchase
between 2-6 LNG cargoes abroad in 2004
to meet Bontang's LNG contracts.

Tangguh

BP is the mgor shareholder and operator
of the Tangguh LNG project, which
encompasses three PSCs in the Berau-
Bintuni Bay region of western Papua.
The Tangguh gas fields contain 14.4
trillion cubic feet TCF) of proven and
certified natural gas reserves. The
planned LNG processing plant will
produce seven million tons of LNG per
year from two initial processing trains.
In April 2003, BP selected a group led by
Halliburton's KBR (Kellogg, Brown and
Root) unit to build the $1.4 billion LNG
plant. BP Indonesia holds a 37.16%
stake, with the balance shared by
CNOOC (16.96%), Mitsubishi (16.30%),
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Nippon (12.23%), KG (10.00%), and
LNG Japan (7.35%).

The Indonesian government and BP have
obtained market commitments for 7.65
MT of Tangguh’s LNG. In August 2002,
the project won the contract to supply 2.6
MT of LNG per year to China's Fujian
province for a 25-year term beginning
2007. It wasn't until August 2003 that the
project found another committed buyer —
South Korea's K Power and POSCO - for
1.35 MT of LNG per year for a 20-year
term beginning 2005. In December 2003,
the project signed an HoA with U.S
Sempra Energy to supply 3.7 MT of LNG
for a 20-year term beginning in 2007
(until Tangguh becomes operational LNG
will likely come from the Bontang LNG
facility in East Kaimantan). Tangguh’'s
developers aso hope that a PLN-proposed
LNG regasification facility in Java could
be another target for LNG sdes. In
October 2003, BP hinted that impending
new LNG contracts with Japan would
round out the project’'s initial LNG
capacity and make Tangguh financially
viable; however, the company has ordered
long-lead equipment and expects the
project will receive a fina go-ahead in
2004.

Sulawes - The Fourth LNG
Center?

In 2003, Pertamina continued exploring
its options to develop the Matindok block
in Central Sulawesi. Matindok consists of
the Donggi gas block, which is operated
by Pertamina, and the Senoro-Toili gas
block, which is jointly operated by
Pertamina and Medco's  Exspan
Nusantara. Delineation results in mid-
2003 reveaed |ess-than-expected
recoverable gas reserves of 3.4 TCF, with
additional potential as high as 18 TCF.
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Despite  the disappointing  news,
Pertamina said it would commence a new
drilling campaign a Donggi in early
2004 in an effort to increase the block’s
proven reserves and justify plans to
develop an initial two-train LNG
production facility at Donggi.

Donggi’s potential has captured the
interest of foreign companies, including
ChevronTexaco, Roya  Dutch/Shell,
Marathon  Oil,  Mitsui, CNOOC,
PetroChina and Petronas, all of whom
held talks with Pertamina during 2003 on
possible joint ventures. Marathon and
Pertamina discussed a possible agreement
to supply LNG from Donggi to the U.S.
West Coast/Baja California, though
progress has been delayed pending
certification of additional reserves.

Rentech, as well as Japan’s Mitsui, have
approached Pertamina separately about
developing a possible gas-to-liquids
(GTL) facility at Donggi. In March
2003, Rentech conducted a feasihility
gas-to-liquid study for Centra Sulawes
and is in discussions with Pertamina to
findize an HOA to develop a 15,000
bopd GTL plant at Donggi. GTL, which
combines high-technology with abundant
natural gas reserves to produce a range of
clean, synthetic fuels, could be an
aternative project should Donggi’'s gas
reserves be too small to make an LNG
project economically viable.

Liquid Petroleum Gas

Total liquid petroleum gas (LPG)
production declined dlightly in 2002 to
2.1 million MT from 2.2 million MT in
2001. LPG production a five of
Pertamina’s refineries rose 5.4 percent to
814.2 thousand MT in 2002 from 772.1
thousand MT in 2001. The Arun LNG
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plant reported no LPG production from its
LPG extraction plant in since 2000,
whereas it produced 216 thousand MT in
1999. Indonesia exported over 60 percent
of its LPG production in 2002, valued at
just under $411.5 million, to major Asian
markets: Japan, China,  Taiwan,
Philippines, Australia and Singapore.
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PETROCHEMICALSAND FERTILIZERS

I ntroduction

Indonesid's petrochemical industry is
characterized by abundant naturd
resources in crude oil and natural gas, a
large and growing market of more than
220 million people, but constrained by a
lack of integration between the petroleum
and petrochemical industries. In
addition, many of the companies have
heavy debts, and Indonesias poor
investment climate significantly limits
interest in this sector. The combination
of growing demand and limited capacity,
despite the proximity of oil and gas
production centers, means Indonesia
imports a number of key petrochemicals,
missing opportunities for job creation,
foreign exchange revenues and a
domestic buffer from internationa price
changes.

The Asian economic crisis had an
adverse impact on the country’s
petrochemical industry. Petrochemical
producers faced soaring prices for
imported materials, shrinking domestic
demand, and severe financial problems.
According to the GOI, the petrochemical
industry currently owes about Rp 10
trillion ($1.2 billion) to the banking
sector. As a result, Indonesia s plans to
expand petrochemical production have
been put on hold.

One company caught with massive debt
obligations was  Chandra  Agi
Petrochemica Center (CAPC), a
producer of ethylene and propylene.
CAPC's debts amounted to $463.6
million to the Indonesian Bank
Restructuring Agency (IBRA) and $731
million to private lenders led by
Marubeni Cooperation of Japan.

In 2002, the government reached a debt-
for-equity swap with Japanese creditors.
Marubeni agreed to convert $147 million
of its loans into a 24.59 percent equity
share. IBRA took a 25.9 percent stake in
Chandra Asri under the same agreement.
In 2003, following many months of
negotiation, IBRA reached agreement to
sl its stake CAPC to Thailand’'s Glazer
& Putnam Investment, for an estimated
$71.6 million. When the sale is complete,
Chandra Asri will belong to company
founder Prayogo Pangestu (49.6%),
Glazer & Putham (25.9%) and the
Japanese consortium (24.59%).

Tariff reduction postponed

In 2003 the government, which had
committed to reduce tariffs  of
petrochemical products to comply with the
Common Effective Preferentia Tariff
(CEPT) and ASEAN Free Trade
Agreement (AFTA) schemes, decided to
postpone further reductions. The Energy
Ministry defended the decision, citing that
current rates already ranged between 0-10
percent.

In 1998, the government had lowered
import tariffs on petrochemica products
(ethylene, propylene, styrene,
polyethylene, polypropylene, polystyrene
and polyvinyl chloride) and their
derivatives from 25-35 percent to 10-20
percent, effective January 1, 1999.
Minister of Finance Decree No. 187 of
May 2000 went a step further by reducing
import tariffs for 708 items, including
upstream and midstream petrochemical
products.

This decree lowered import duties on
selected petrochemical products (ethylene,
propylene, styrene, polyethylene,
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polypropylene, and their derivatives) as of

Import Tariffs of Selected

Petrochemical Products (%)
PreJanl Janl Junl

Products 1999 1999 2000
Ethylene 25 10 0
Propylene 25 10 5
Polyethylene 35 20 5
Polypropylene 35 20 5
Polystyrene 25 20 10
Polyvinyl Chloride 35 20 10

June 1, 2000. Tariffs on ethylene and
propylene (both produced by CAPC) are
now zero percent and five percent,
respectively.  Tariffs for polyethylene
(produced by PT Petrokimia Nusantara
Interindo and CAPC) and polypropylene
(produced by PT Tri Polyta Indonesia and
PT Polytama Propindo) have been reduced
from 20 percent to 5 percent.

Benzene & Paraxylene

Benzene and paraxylene are currently
produced by Pertamina s Cilacap refinery
with production capacity of 123,000 MT
per year and 270,000 MT per year,
respectively. Production rates of the two
products are insufficient to meet
domestic demand. According to the
Department of Industry and Trade,
domestic demand of benzene and
paraxylene increased to 1.2 million MT
and 2.2 million MT, respectively, in
2003.

PTA

The growth of Indonesias textile
industry and the demand for polyester
raw materials provided the stimulus for
Pertamina and private investors to enter
into the production of purified
terephthalic acid (PTA). Since 1998, five
PTA plants have been in operation --
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Pertamina Plgju Aromatic, Bakrie Kazei
PTA, Amoco Mitsui PTA Indonesia,
Polysindo Eka Perkasa and Polyprima
Karya Reksa, with a combined capacity of
1.8 million MT per year. The bulk of
production is sold to Indonesian polyester
makers.

Three Japanese partners led by Mitsubishi
Kasal Corp. own Bakrie Kasdl, the largest
PTA producer in Indonesia with a total
capacity of 500,000 MT per year. (PT
Bakrie Brothers sold its 20 percent share
in the company to its former partners in
late 2000.) Bakrie Kasa’s first PTA
production unit commenced operation in
1994 and the second unit in 1996.

Amoco-Mitsui PTA Indonesia, a joint
venture between Amoco Chemical (50
percent), now incorporated into BP,
Mitsui  Petrochemical Industries (45
percent) and Mitsui Company (5 percent),
commissioned a PTA factory in Merak,
West Java, in February 1998, with an
annual production capacity of 350,000
MT per year. PT Polysindo Eka Perkasa
of the Texmaco Group started PTA plant
operation in April 1997 with capacity of
360,000 MT per year. PT Polyprima
Kayareksa of the Napan group
commenced commercial production in
1997 with annual capacity of 285
thousand MT/Y.

Polypropylene

Three plants, with a total production
capacity of 600,000 MT per year, produce
polypropylene, which is made from
propylene. They are Pertamina’s plant in
Plau, South Sumatra, with an annua
production capacity of 60,000 MT; Tri
Polyta's plant in Cilegon, West Java, with
an annual capacity of 360,000 MT; and
Polytama Propindo, near Pertamina's
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Balongan refinery in West Java, with an
annual capacity of 180,000 MT.

Ethylene

Chandra Asri Petrochemica Center
(CAPC) is the only ethylene producer in
Indonesia, with an annual capacity of
520,000 MT. Actua production is
probably 80 percent of capacity, well
below the country’s annual demand of
755,000 MT.

Polyethylene

Indonesia’s first polyethylene plant, PT
PENI in Merak, West Java, came on
stream in 1993, with an annua
production capacity of 250,000 MT. PT
PENI is mgority owned and
operationally managed by BP Chemicals.
In August 1998, the company completed
its expansion project and increased its
annual capacity to 450,000 MT. In 1999,
CAPC increased the country’s total
polyethylene production capacity to
750,000 MT.

The demand for raw materias of plastics
in Indonesia is growing around 8% per
year and national production has been
unable to meet the demand. In 2002, the
total imports of polyethylene were
220,000 tons, and will likely increase
from year to year. Without new
investment, the industries cannot increase
the national production capacity and
Indonesia will have to import greater
amounts of raw materials.

M ethanol

PT Kaltim Methanol Industry in Bontang,
East Kalimantan, which came on stream
in 1998, brought Indonesian methanol
production capacity to 990,000 MT per
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year.  Prior to 1998, methanol was
produced only by Pertamina's Bunyu
Refinery, now owned by Medco Energi.
PT Katim Methanol has plans to be a
major methanol supplier to Asia. Thefirst
shipment of methanol to Japan was in
March 1998. PT Kaltim, a subsidiary of
Humpuss Group, has an annua
production capacity of 660,000 MT.

The Projects

The long-suspended $900 million Trans
Pacific Petrochemical Indonesia (TPPI)
project in Tuban, East Java, may continue.
In 2003, Japanese creditors agreed in
principle to the government's draft
guarantee letter for the TPPI project,
which will allow Pertamina to receive
$400 million from a Japanese consortium
to fund the remainder of the project. The
Tirtamas Group transferred magority
ownership of the project to IBRA in 1998
after the conglomerate failed to repay
$635 million in bank loans. IBRA plans
to transfer 15% ownership to state-owned
Pertamina. Siam Cement of Thailand and
Nissho Iwa Corporation are aso
shareholdersin the project.

According to Pertamina, the government’s
letter does not state the GOI’ s readiness to
financially guarantee the project, but
informs lenders that Pertamina will
guarantee the supply of low sulphur wax
residue (LSWR) for the first four years of
the project in return for 15% ownership.
Japanese creditors are studying the
proposal. After paying a 10 percent
processing fee. Pertamina would then sell
TPPI products, with most of the proceeds
(about $350 million), paid out to TPPI's
main contractor JGC of Japan.

JGC would use the funds to finish
construction of TPPI’s petrochemical
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storage tank. The tank will store middle
distillate (crude diesel and kerosene) and
light naphta (premium gasoline). If
completed, TPPI will have the capacity to
produce 700,000 MT of ethylene;
500,000 MT of paraxylene; and 300,000
MT of benzene annualy, greatly
reducing imports of these products and
carrying a potential savings of $1 billion
per year to country.

Fertilizers

Given Indonesia’s abundant supply of
natural gas and strong domestic and
export demand for fertilizer in Asia, the
fertilizer industry presents a potentia
area for growth, provided the GOI
loosens its tight control over the industry.
Installed  production  capacity  at
Indonesia’'s 12 fertilizer plants operated
by six companies (five state-owned
companies and one ASEAN joint
venture) is 7.0 million MT of urea and
4.6 million MT of ammonia per year.

Urea and ammonia production in 2002
increased to 6.0 million MT and 4.1
million MT from 5.2 million MT and 3.5
million, respectively. In 2001, urea and
ammonia production were affected by the
suspension of production at the two large
fertilizer plants in Aceh (ASEAN Aceh
Fertilizer, AAF, and Pupuk Iskandar
Muda, PIM 1). Urea exports declined
dightly to 1.1 million MT valued $124
million in 2002, with main destinations
being Vietnam, Taiwan, Thailand, South
Korea, the Philippines, Malaysia, New
Zealand and Japan.

Designated a strategic commodity, the
government directs state-owned fertilizer
companies meet domestic demand first
and the remainder can be exported, with
the exception of PT ASEAN Aceh

45

Fertilizer (AAF), which exports its
fertilizer to ASEAN countries. Domestic
demand for fertilizer continues to increase
at average of 3.0 percent per year. The
government estimates domestic demand
will reach 6 million MT for urea and 1.3
million MT for phosphate by 2005.

To meet domestic demand Indonesia also
imported fertilizer amounting to 1.5
million MT valued a $200 million in
2001 up from 1.3 million MT valued $185
million in 2000. The largest Indonesian
fertilizer import is potassium chloride,
which is used as an additive to enhance
performance of other fertilizers. This
particular additive is mainly imported for
use in plantations that produce soybeans,
tobacco and tea.

The fertilizer industry utilizes about 210
BSCF of natura gas per year and
purchases gas in U.S. dollars a the
government’'s  subsidized price  of
$1.3/mmbtu. (The government reduced
the natural gas price from a range of US
$1-2/mmbtu as a development incentive to
the fertilizer industry.) Recently, a
number of plants have had difficulty
paying their dollar-denominated gas bills
to Pertamina. Fertilizer is sold to farmers
in rupiah a government-administered
prices.

The Indonesian Government resumed five
delayed fertilizer projects affected by the
financia crisis due to the anticipated
increase of domestic demand. The five
projects are the $310 million Pupuk
Iskandar Muda (PIM) I1; $304.6 million
Kujang I1B; $359.7 million Pupuk Kaltim
IV; $26.2 million Petrokimia Gresik NPK
fertilizer plant; and $34 million ASEAN
Aceh Fertilizer’ s hydrogen peroxide plant.
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The PIM 11 project is in the process of
starting commercial operations. The
plant was commissioned in late 2003 and
was planned to begin fertilizer production
in early 2004. However, there is
currently no gas supply arrangement for
this plant, so production operations may
be postponed.

PT Katim Parna Industry (KPI), a US
$240 million ammonia plant in East
Kalimantan, is a joint venture between
two Japanese companies (Mitsubishi 55
percent and Asahi Chemical Industry —
10 percent) and two Indonesian
companies (PT Parna Rgja -- 25 percent
and PT Pupuk Kaltim -- 10 percent).
After postponing construction for three
years due to the economic crisis, KPl was
completed in 2002, with an annua
capacity of 500,000 MT. The plant
consumes 55 mmscf/d from three gas
fields operated by Total, Unocal and
Vico. KPI signed a 20-year gas purchase
agreement with Pertaminain July 1999.

PT ASEAN Aceh Fertilizer (AAF): The
ASEAN-sponsored urea fertilizer plant is
located near the Arun gas fields at
Lhokseumawe in North Sumatra and is
60-percent owned by Indonesia, 13-
percent by Malaysia, 13-percent by the
Philippines, 13-percent by Thailand, and
1-percent by Singapore. The plant
produced 586,000 MT of urea and
405,000 MT of ammoniain 2000.

Gas supplies to the AAF plant have been
curtailed because ExxonMobil's gas
production is enough only to meet
Pertaminas LNG sales commitments.
AAF is currently shut down due to the
lack of gas supply.
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APPENDIX 1: KEY ECONOMIC INDICATORS

1998 1999 2000 2001 2002
Population (MIn) (a) 202 204 205 208 211
GDP at current prices (Rp Trillion 9558 1,099.7 12649 14494 1,610.0
GDP at constant 1993 prices (Rp Trillion) 376.4 379.4 398.0 411.7 426.7
Real GDP growth (%) -13.2 0.2 4.7 3.3 3.6
Avg. Exchange Rate (Rp/$) 9,875 7,809 8,350 10,265 9,220
GDP ($BIn) 97 141 151 141 175
GDP per capita (%) 480 691 736 679 829
Gov't Spending (as % of GDP) 18.0 19.0 19.0 N/A 204
Consumer Price Inflation (%) 77.6 20 94 12.6 10.0
Foreign and Domestic Debts ($BIn) 715 144.5 152.8 135.6 147.6
- Foreign Debts 67.3 75.9 74.9 714 74.7
- Domestic Debts 4.2 49.0 62.8 63.4 72.9
Debt to GDP Ratio (%) 72 102 100 93 72
US Economic Aid ($MIn) 250.0 316.6 205.0 N/A N/A
Unemployment (%) 55 6.4 6.1 9.0 10.0
International Trade (US$Million
Exports- Total 48,848 48,665 62,124 56,321 57,159
- Growth Rate of Total Exports (%) -8.6 -0.2 27.5 -9.3 16
- Oil and Gas 7,872 9,792 14367 12636 12,106
- Oil and Gas as % to total 16.1 20.1 23.1 224 21.2
- Non-Oil and Gas 40,976 38,873 47,757 43,685 44,896
- Mgor Export Markets
-- Japan 9116 10,397 14415 13,010 12,045
--USA 7,031 6,896 8,476 7,749 7,559
-- Singapore 5,718 4,931 6,562 5,364 5,349
-- European Union 7,766 7,085 8,665 7,745 7,898
-- Growth Rate of Exportsto US (%) -1.4 -1.4 23.2 -9.4 -1.3
Imports- Total 27,337 24,003 33513 31,962 31,289
- Growth Rate of Total Imports (%) -34.4 121 39.6 2.6 11
- Magjor Country of Origin
-- Japan 4,292 2,913 5,397 4,690 4,409
--USA 3,517 2,839 3,390 3,207 2,640
-- Singapore 2,543 2,526 3,789 3,147 4,100
-- European Union 5,866 3,801 4,163 4,047 3,576
-- Growth Rate of Imports from US (%) -35.4 20.0 214 -5.9 -18.8
Trade Balance 21,511 24462 28,611 24,359 25,919
Foreign Investment (US$MIn) (c)
- Japan 1,331 644 1,961 772 510
- UK 4,745 507 3,574 723 720
- Singapore 1,267 731 535 1,141 3,328
- Hong Kong 549 77 106 40 1,712
- Taiwan 165 1,489 131 72 38
- USA 568 137 243 73 468
- Austraia 85 2,458 160 779 232
- S. Korea 202 263 689 369 370
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- Malaysia 1,060 186 168 2,240 72
- Germany 71 87 959 43 36
- Netherlands 412 49 1,159 89 244
- China 8 58 154 6,055 33
- Others 3,105 4,205 5,574 2,649 1,981
TOTAL INVESTMENT APPROVAL 13568 10,891 15413 15,045 9,744
Oil Investment (d) 4,828 4,049 3,605 4,202 3,418

a) Based on population census 2000 and projection by Central Bureau of Statistics.

b) Public and private.

¢) These figures are investment approval and do not include investment in the oil and gas Sector.
d) Petroleum company expenditures

: Government Budget (Rp Trillion)

99/00 2001 2002 2003 2004
Budget Audi Budget | Budget | Draft
udited

Budget
Tax revenues 126.0 185.5 219.3 254.1 271.0
- Oil and gas 13.0 231 15.7 14.8 12.3
- Non-oil and gas 113.0 162.4 203.6 239.3 258.7
Non-tax revenues 61.9 100.7 82.2 82.0 72.2
a. Natural resources 45.4 85.7 63.2 59.4 44.8
- Oil and gas 45.4 66.6 58.5 56.2 41.7
- Non-oil and gas - 9.6 4.6 3.2 3.2
b. Others 16.5 15.0 19.0 22.6 274
Total Revenues 187.8 300.6 301.9 336.2 343.2
Expenditures 2319 340.3 3325 370.6 368.8
- Routine 156.7 218.7 195.0 188.6 185.8
- Development 45.2 45.5 47.1 65.1 68.1
Balance -44.1 -54.3 43.0 -26.3 -25.6

Source: Department of Finance
a Revenues originated from tax and non-tax.
b: Includes various central government transfers to cities/regencies and provinces

Balance of Payments (US$Billion)

2003 2004

1999 2000 2001 |2002 Proj. Proj.
Exports (FOB) 51.2 65.4 57.4 58.8 61.4 61.1
- Oil/Gas 10.3 15.1 12.6 12.0 12.7 N/A
- Non-Oil\Gas 41.0 50.3 44.8 46.3 48.7 N/A
Imports (FOB) -30.6 -40.4 -34.7 -35.6 -39.4 -40.3
- Oil/Gas -2.9 -6.0 -15.8 -6.6 -8.1 N/A
- Non Oil/Gas -26.6 -34.4 -29.0 -28.9 -31.3 N/A
Services -14.9 -17.1 -15.8 -15.7 -16.9 -16.5
- Oil/Gas -3.2 -4.6 -4.3 -4.3 N/A N/A
- Non-Oil\Gas -11.7 -12.5 -11.5 -11.4 N/A N/A
CURRENT ACCOUNT 5.7 8.0 6.9 75 51 4.2
- Oil/Gas 4.0 4.5 2.6 11 N/A N/A
- Non Oil/Gas 2.1 34 4.3 6.0 N/A N/A
Official Capital (Net) 3.2 3.2 11 -0.2 0.3 -1.9
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Private Capital (Net) -9.0 -9.9 -8.3 -1.5 -2.9 -3.5
Errors and Omissions 3.8 3.8 0.7 -0.7 0.5 0

TOTAL BALANCE 0.3 1.2 -2.1 58 2.5 -1.2
Reserves Assets N/A 28.4 28.0 32.0 35.6 335

Source: Bank of Indonesia- Starting FY 2001, the fiscal year coincides with the calender year.

APPENDIX 1.3: Selected Foreign Exchange Rates Against Rupiah

End of period

usSs

Yen

Aus$

Sing$

Can$

UKPound

Euro

1995

2,308

23

1,723

1,634

1,698

3,582

1996

2,383

21

1,903

1,705

1,745

4,037

1997

4,650

36

3,310

2,773

3,247

7,709

1998

8,025

70

4,923

4,836

5,182

13,336

1999

7,100

70

4,622

4,260

4,886

11,495

7,148

2000

2001

January

February

March

April

May

June

July

August

8,865

75

4,737

5,099

5,732

12,932

September

9,675

81

4,745

5,482

6,127

14,237

October

10,435

86

5,263

5,725

6,609

15,159

November

10,430

5,407

5,692

6,608

14,860

December

9,188

2002

January

February

March

April

May

June

July

August

September

October

November

December

2003

January

February

March

April

May

Source: Bank Indonesia (middle exchange rates at the end of period)
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APPENDIX 2. OIL AND GASCONTRIBUTION TO THE ECONOMY

APPENDIX 2.1: Oil and Gas Contribution to Domestic Revenues (Rp Trillion)

Domestic | Oil/Gas Qil /Gas Fuel Subsidy
FY Revenues | Revenues | as% Total Subsidy (%)
1992/93 48.9 15.3 314 0.7 14
1993/94 56.1 12.5 22.3 1.3 2.3
1994/95 66.4 135 20.4 0.7 1.0
1995/96 71.6 16.1 22.0 - -
1996/97 78.2 20.1 25.7 14 1.8
1997/98 108.2 35.4 32.7 9.8 9.1
1998/99 157.5 414 26.3 27.2 18.2
1999/00 187.8 58.5 31.2 35.8 17.8
2001 286.8 89.7 31.3 68.4 23.8
2002 301.9 74.2 24.6 30.3 10.0
2003b 336.2 70.0 20.8 13.6 4.1
2004c 343.2 54.0 15.7 12.7 3.7
Source: Department of Finance a. Beginning in 2000 GOI changed fiscal year from
Apr-Mar to Jan-Dec. b. Budget c. Draft budget
2.2: Oil and Gas Contribution to Foreign Trade ($ Million)
Exports Imports
Y ear Oil and Tota Oil and Oil and Total Oil and
Gas Gas (%) Gas Gas (%)
1990 11,071, 25,675 43.1 1,921 21,837 8.8
1991 10,895, 29,142 374 2,310 25,869 8.9
1992 10,671, 33,967 314 2,115 27,280 7.7
1993 9,746 36,823 26.5 2,171 28,328 7.7
1994 9,694 40,053 24.2 2,367 31,984 7.4
1995 10,464 | 45,418 23.0 2,911 40,629 7.2
1996 11,722 49,815 235 3,596 42,929 8.4
1997 11,623| 53,444 21.8 3,924 41,680 9.4
1998 7,872 48,848 16.1 2,654 27,337 9.7
1999 9,792 48,665 20.1 3,681 24,003 15.3
2000 14,367 | 62,124 231 6,020 33,515 18.0
2001 12,636 56,321 224 5,472 30,962 17.7
2002 12,107 57,002 21.2 6,526 31,289 20.9

Source; BPS — Central Bureau of Statistics

Petroleum Report Indonesia 2003
American Embassy Jakarta



APPENDIX 3: SUMMARY OF OIL AND GAS STATISTICS

1998 199 2000 2001 2002
RESERVES
Ol (MillionBards) 9,691.7 9,826.3 9,612.9 9,753.4 9,746.4
Poven 5,099.9 5,203.2 5,122.7 5,094.6 4,721.8
Possble 4,591.8 4,623.1 4,490.1| 5,52155.0 5,024.6
Gas (TSCF) 136.5 158.3 170.3 168.2 176.6
Proven 77.0 92.5 94.7 91.9 90.3
Possble 59.5 65.8 75.6 75.5 86.3
EXPLORATION
New contracts signed 22 4 5 10 1
Contracts extended 0 3 2 2
Totally relinquished contracts 3 3 10 8
Seismic (1000 Km) 260,124 | 175,258 | 165,932 284,300 N/A
No. of exploration wellsdrilled 145 89 82 80 73
Qil and gas discoveries 21 19 34 17 12
No. exploration rigs 55 46 32 24 29
Total development wells 832 847 949 854 736
No. of development rigs 61 45 93 59 65
Oil firms expenditures (US$MIn) 4829 4049 3,605 4,202 3,418
- Exploration & development 2,068 1,311 758 1,158 1,076
- Production 2,303 2,250 2,433 2,615 1,676
- Administrative 457 488 413 429 666
PRODUCTION
Crude& condensate (1,000 Barrels) 568,156 547,610 517,547| 489,306 456,944
Aveaage(1,000B/D) 1567 1500 1,414 1,344 1,252
Crude ail 1,401 1,351 1,272 1.214 1,120
Condensate 155 149 142 130 132
Natural gas (BCF) 2,979 3,068 2,901 2,8071 3,036
LPG (1000 MT) 2,344 2,264 2,088 2,188 2,099
LNG (1000 MT) 26,974 28,956 26,990 23,883 26,215
EXPORTS (1,000 Barrels)
Crude ail 247,246 250,904 195266, 216,474| 185,925
Condensate 33,118 34,496 28,234 25,138 31,349
Refined products 58,897 56,496 67,085 55,118 55,490
LPG (1,000 MT) 1,761 1,745 1,306 1,484 1,268
LNG (MMBTU) 1,395,940 1,501,936 1,400,024 | 1,238,785| 1,035,543
EXPORT VALUES(USHMIillion)
Crude& Condensate 3,445 4,950 6,282 5,650 4,929
Refined products 695 912 1,676 1,249 1,060
LNG 3,390 4,489 6,802 5,375 5,595
LPG 257 340 394 389 412
TOTAL 7,787 10691 15,155 12,663 11,996
OIL REFINING (1000Bards
Domestic crude/condensate 261,681 254,681 285290 256,300, 234,119
Imported crude 78,028 85,364 74,941 105,096| 123,852
Feedstocks/others 4,111 10,735 12,936 431 7,890
TOTAL A3820 330,781 373167 375,668| 365,861
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REFINERY OUTPUT (1000Bards)

Automotive diesel oil (ADO) 91,526 91,614 95,903 95,928 93,985
Kerosene 53,290 58,492 57,897 57,992 56,301
Mogas 65,743 73,081 70,645 73,150 73,287
Fuel ail 26,325 27,156 32,482 35,087 37,302
Industrial diesel oil (IDO) 7,793 8,130 8,140 9,109 8,431
Avtur 7,195 6,046 8,441 8,620 9,319
Avgas 30 72 6 51 33
JP4/JP5 - 311 - - -
Sbiod Fuds(BBM) 251,859 264901 276,697, 283,389 278,658
LSWR 43,314 38,710 38,618 34,211 28,363
Naptha 11,406 14,041 16,647 20,180 16,230
LOMC 1,440 472 1,666 143 -
LPG 6,371 6,380 8,378 8,160 8,191
Asphalt 1,903 1,815 2,730 2,341 2,399
Lub base oil 1,506 2,370 2,676 2,712 2,252
Cokes 1,867 1,882 2,188 2,573 1,773
Others 1,405 1,679 3,083 3,244 2,659
Balance 21,747 17,452 20,314 18,951 24,443
TOTAL OUTPUT 33820 350,781 373167 375663 365861
IMPORT VOLUMES(1,000Bards

Crude ail 72,476 84,692 79,978| 112,878 124,148
Qil products 54,054 79,902 90,026 89,622 106,928
TOTAL 126530 16454, 170,004 202,500 230,076
IMPORT VALUES(USHMillion)

Crude ail 977 1501 234 282 N/A
Qil products 808 1656 2986 2577 N/A
TOTAL 1785 3157 5290 5,430 N/A
FUEL CONSUMPTION (MillionLiters)

Transport 23,207 23,396 2598 26,248 27,329
Industry 10,453 11,573 11,862 12,384 12,338
Household 10,055 11,852 12407 12,242 11,625
Electricity 4,379 3,956 5008 5,017 6,505
TOTAL 4304 50,776 .85 55,891 57,797
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APPENDIX 4. OIL RESOURCESAND RESERVES

APPENDIX 4.1: Distribution of Hydrocarbon Reserves

Location January 1, 2001 January 1, 2002
Proven | Potential | Tota | Proven | Potential | Total
a. Oil and condensate (Million Barrels)
Aceh 148.4 384 186.8 147.9 38.5 186.4
North Sumatra 89.5 21.7 111.2 109.2 33.6 142.8
Natuna 70.6 12.8 834 169.3 238.2 407.5
Central Sumatra 2,748.2 3,043.1 5791.3| 2,263.8| 3,098.7 5,362.5
South Sumatra 821.8 374.5 1,196.3 426.6 285.4 711.8
West Java 322.7 390.4 713.1 648.6 527.1 1,175.7
E/C. Java 142.3 127.8 270.1 170.1 79.1 249.2
E/S. Kalimantan 664.5 613 1,277.5 637.8 605.9 1,243.7
South Sulawesi 10.2 0 10.2 10.2 0 10.2
Irian Jaya/Maluku 80.0 41.6 121.6 138.4 118.4 256.8
Total 5098.2| 4,662.8 9,761.0| 4,721.8| 5,024.6 9,746.4
b. Natural Gas (T SCF)
Aceh 3.6 6.2 9.8 3.2 6.5 9.7
North Sumatra 0.8 0.3 11 0.8 0.3 1.1
Natuna 32.0 23.0 55.0 31.8 23.0 54.8
Central Sumatra 24 3.8 6.2 2.8 6.7 9.5
South Sumatra 75 7.6 15.1 7.6 13.6 21.2
West Java 35 2.7 6.2 4.1 3.1 7.2
E/C. Java 2.7 2.7 5.4 2.0 2.3 4.3
E/S. Kalimantan 27.3 21.9 49.2 26.0 22.7 48.7
South Sulawesi 0.5 0.1 0.6 0.4 0.2 0.6
Irian Jaya 11.7 7.8 19.5 11.7 7.9 19.6
Total 92.0 76.1 168.1 90.3 86.3 176.6
Source: MIGAS
APPENDIX 4. 2: Oil and Gas Reserves and Resour ces
Reserves and January 1, 2001 January 1, 2002
resources Qil (BIn Gas(TSCF) | Qil (BInBrl) | Gas(TSCF)
Brl)

Reserves

Onshore 7.4 62.5 7.3 71.8

Offshore 24 105.6 2.4 104.8

Total 9.8 168.1 9,746.4 176.6

Resources

Onshore 84.3 110.0 84.3 110.0

Offshore 53.4 185.3 53.4 185.3

Total 127.3 295.3 137.7 295.3

Source: MIGAS
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APPENDIX 5. EXPLORATION

APPENDIX 5.1: Seismic Activity (Kms)

Year Pertamin PSC ons. PSC off. Total
a

1995 1,795 6,086 54,667 63,547
1996 292 10,638 50,408 61,338
1997* 1,064 96,951 371,183 | 469,198
1998* 1,625 26,270 279,877 | 307,772
1999* 2,023 27,334 145,901 | 175,258
2000 656 13,184 152,086 | 165,926
2001 5,705 N/A N/A 284,300
2002 - N/A N/A

Datainclude 2-D and 3-D seismic activity

APPENDIX 5.2: Exploration Drilling

Year |No.of Wells| Discovery Wells | SuccessRatio | Exploration
Completed Qil Gas |of Wells Rigs
1995 80 16 16 53.3 43
1996 100 18 11 43.3 45
1997 100 14 14 40.6 40
1998 145 16 5 30.0 60
1999 89 10 9 41.3 46
2000 82 19 15 50.0 32
2001 80 11 6 36.2 24
2002 73 29

APPENDIX 5.3: Exploration Wells

PSC
Year | Pertamina | Onshore | Offshore | Total
1995 9 32 39 80
1996 12 39 49 100
1997 12 33 55 100
1998 5 68 72 145
1999 8 51 30 89
2000 9 25 47 82
2001 4 40 36 80
2002 3 40 26 73
Source: MIGAS
Exploration Drilling Results
Y ear Qil Gas | Dry | Totd Success
Ratio (%)
1998 |Wildcat 16 5 48 69 30.0
Appraisal 32 22 22 76 71.0
Total 48 27 70 145 52.0
1999 |Wildcat 10 9 27 46 41.3
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Appraisal 18 13 12 43 72.1
Total 28 22 39 89 56.2
2000 Wildcat 19 15 32 66 50.0
Appraisal 7 3 6 16 62.5
Total 26 18 38 82 52.4
2001 Wildcat 11 6 30 47 36.2
Appraisal 15 6 11 32 66.7
Total 26 12 41 79 48.1
2002 Wildcat 5 10 18 33 45.5
Appraisal 7 7 6 20 70.0
Total 12 17 24 53 54.7
Source: MIGAS
Successful Exploration Wells in 2002
Operator
No Contr;act Area Well Name gtva(teluls szgih gi
Pertamina
1 | Jambi S. Gelam Deep-1 Gas 9,035 | Wildcat
2 |C. Java Suci-2 Qil& Gas 5,761 | Delineation
3 | Sulawes Donggi (DNG-1) Gas 8,137 | Exploration
Amerada Hess
4 | E. Kaimantan Halimun-1 Gas 7,876 | Wildcat
5 | Tanjung Biru Papandayan-1 Gas 8,067 | Wildcat
Lapindo
6 |Berantas, E. Java Carat-1 Gas 2,884 | Wildcat
Caltex
7 | Rokan Gading-1 Qil 4,770 | Wildcat
8 |Rokan Tilan Deep Oil 6,400 | Wildcat
Unocal
9 | Rapak, E. Kalimantan Ranggas West-1 Gas 9,955 | Wildcat
10 |E. Kdimantan Sadewa-1 Qil& Gas 14,845 | Wildcat
11 | Gana Gandang-1 Gas 14,294 | Delinestion
12 | Gana Gendalo-1 Gas 13,070 | Delineation
13 | Gana Gendalo-5 Gas 12,500 | Delineation
14 | Gana Maha-1 Gas 13,441 | Exploration
Exspan
15 | S Sumatra Jata-2 Gas 5,390 | Wildcat
PetroChina
16 |East Java Sabar-1 Gas 5,640 | Wildcat
Simenggaris
17 | Tarakan, E. Kaimantan | Pidawan-1 Gas 7,504 Wildcat
Kodeco
18 | West Madura KE40-1 Qil& Gas 7,350 | Wildcat
19 | West Madura KE 39-1 Oil& Gas 7,717 | Wildcat
20 |West Madura KE 30—2 Qil& Gas 14,294 | Delineation
21 | West Madura KE 40-2 Oil& Gas 7,255 | Delineation
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22 | West Madura KE-39-2 Oil& Gas 6,596 | Delineation
Santos
23 | Madura Maleo-1 Gas 2,788 | Delineation
24 | Madura Maleo-2 Gas 2,257 | Delineation
Talisman
25 | Ogan Komering, S. Mandala-4 Qil 5,407 | Delineation
Sumatra
CNOOC
26 | SE. Sumatra Yani-4 Qil 10,367 | Delineation
Rims Ener gy
27 | Karapan, Madura Numulities-1 Oil 7,300 | Exploration
28 | Karapan, Madura Turtella-1 Gas 7,605 | Exploration
Inpex
29 |Masda Abadi-3 Gas 13,229 | Exploration
Source: MIGAS
APPENDIX 5.6: Development Wells
. PSC/TAC/JOB
Year | Pertamina Onshore | Offshore Totd
1996 36 766 112 814
1997 44 702 145 891
1998 20 594 218 832
1999 32 629 186 847
2000 65 743 141 949
2001 61 657 197 854
2002 71 568 97 736
Source: MIGAS
5.7: Petroleum Company Expenditures (US$Million)
Y ear Exploration/ | Production | Sub-Total | Others | Tota
Development
1990 1,257 1,542 2,799 348 3,147
1991 1,339 1,684 3,023 427 3,450
1992 1,200 2,221 3,421 464 3,885
1993 1,250 2,155 3,405 382 3,874
1994 1,055 2,006 3,061 388 3,449
1995 925 1,749 2,674 384 3,058
1996 1,166 1,977 3,143 420 3,563
1997 1,841 2,435 4,276 497 4,773
1998 2,068 2,303 4,371 457 4,828
1999 1,311 2,250 3,561 488 4,049
2000 758 2,433 3,191 413 3,605
2001 1,158 2,615 3,773 429 4,202
2002 Budget 1,282 1,921 3,202 507 3,710
2002 Actua 1,076 1,676 2,754 666 3,418
2003Budget 2,484 3,675 6,159 590 6,749

Sources: MIGAS and BP Migas
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APPENDIX 6. PRODUCTION

1000 B/D)
Share

Country 1998 1999 2000 2001 2002 (%)

Saudi Arabia 9,370 8,694 9,297 8,992 8,680 11.8
Iran 3,803 3,550 3,766 3,680 3,336 47
Venezuela 3,510 3,248 3,321 3,210 2,942 4.3
UAE 2,556 2,290 2,492 2,429 2,270 3.0
Kuwait 2,176 2,000 2,105 2,069 1,871 2.6
Nigeria 2,163 2,028 2,104 2,199 2,013 2.8
Libya 1,480 1,425 1,475 1,425 1,376 1.8
Indonesia 1,520 1,408 1,456 1,389 1,278 1.8
Irag 2,126 2,541 2,583 2,371 2,030 2.8
Algeria 1,461 1,515 1,579 1,562 1,659 2.0
Qatar 747 724 796 779 755 1.0
OPEC 30,912 | 29423 | 30,974 | 30,105| 28,210 38.2
USA 8,010 7,731 7,733 7,670 7,698 9.9
Russia 6,169 6,178 6,536 7,056 7,698 10.7
Mexico 3,499 3,343 3,450 3,560 3,585 5.0
China 3,212 3,213 3,252 3,306 3,387 4.8
Norway 3,139 3,139 3,346 3,418 3,330 4.4
Canada 2,672 2,604 2,721 2,712 2,880 3.8
UK 2,793 2,893 2,657 2,476 2,643 33
Brazil 1,003 1,133 1,268 1,337 1,500 2.1
Others 42,445 | 42,475 | 43,600 | 44,245| 45,725 61.8
TOTAL 73,357 | 71,898 | 74574 | 74,350 | 73,935| 100.0

Source: BP Statistical Review, June 2001

Appendix 6.2: Indonesian Crude Production by Company 1000 B/D)

Company 1974 | 1980 | 1999 | 2000 | 2001 | 2002 Cr(‘%ge
Caltex 909.2| 7605 7460 7059 6432 5773 -102
CNOOC 542| 822 1401 1266 1257 1149 -86
Exspan 474 389 375 672 770 85 110
Total 23/ 1088 812 85 900 798 -113
ConocoPhilips 193] 255/ 1005 879 832 693 -16.7
Unocal 1014 1088/ 639 594 503 562 -52
BP 895/ 1338 715 626 508 465 -85
Petrochina 304| 603 416 376 458 424 74
Pertamina * 110, 817 442 463 451 401| -111
Vico 25 233 547 484 408 362 -113
K ondur Pet. - - 169 149| 138 111 -196
Talisman - | 200 146 138 127 -80
ExxonMobil - 613| 423 282 134 253 888
Husky/Sea Union - - 6.8 6.2 60 56 -67
K odeco - - 18 42 65 135 107.7
Perkasa Equatorial - - 2.7 31 5.3 55 3.8
Premier Oil/Amoseas - - 6.4 4.4 45 38| -156
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Haliburton/Citra PNP - - 15 2.0 2.8 22| -214
Surya Raya Teladan - - 17 15 14 14 0
Lirik Petroleum - - 0.4 15 1.6 18 125
PilonaTanjung L ontar - - - 15 1.2 10| -16.7
Binawahana Petrindo - - 0.9 11 15 18 20.0
Indo Pacific Resources - - - - 0.8 03| -625
Intermega - - 0.6 0.7 0.7 06| -143
Kalrez Pet./Santos 1.4 0.9 0.7 0.6 0.5 05 0
Japex - - 0.6 0.6 0.4 03| -25.0
Golden Spike/Kodel - - 0.5 0.6 0.4 04 0
Retco/Western Nusantara - - - 0.3 0.4 05 25.0
Amerada Hess/Energy Eq. - - 0.2 0.2 0.1 0.1 0
Patrindo Persada Maju - - - 0.2 3.9 25| -3b5
Babat Kukui Energy - - - - 0.1 - -
Petronusa Bumibakti - - - - 0.1 - -
GFB Resources - - 0.3]- - - -
Bumi Siak Pusako - - - |- - 11.2 -
Matriks - - - |- - 11 -
Radian Ramok - - - |- - 0.1 -
TOTAL 1,3749| 1,576.0| 1,500.3| 1,414.1| 1,344.0 1,251.5 -6.9
Source: Qil Industry/Migas * Pertamina-owned fields
Appendix 6.3: Crude and Condensate Production by Area (B/D)
Company/Block/Area Jan-Dec 2001 Jan-Dec 2002
Crude] Conden Total Crude] Conden Total
Caltex
Rokan, Riau - PSC 579,821 11,990 591,811 537,190 11,364| 548,554
Siak, Riau - PSC 2,582 - 2,582 2,433 - 2,433
MFK, Riau - PSC 550 - 550 3,233 - 3,233
CPP 48,259 - 48,259 23,461 - 23,461
CPP, Riau - PSC, Ex Caltex (now - - - 11,163 - 11,163
operated by BSP
CNOOC (ex YPF/Maxus)
South East Sumatra, Off. -PSC 125,705 - 125,705 114,899 -| 114,899
Total Fina/EIf
Mahakam, E. Kalimantan Off. - 20,953] 69,042 89,995 17,473 62,371 79,844
PSC
Exspan
Tarakan, E.Kadimantan TAC 6,039 - 6,039 6,188 - 6,188
Kampar - PSC 5,863 71 5,934 6,136 58 6,194
Rimau - PSC 69,401 11 69,412 72,225 - 72,225
Tarakan - PSC 1,078 - 1,078 895 - 895
UNOCAL
W. Pasir, E.Kalimantan, Off. PSC| 54,191 5,122 59,313 51,223 5,010 56,233
BP
Kangean, East Java- PSC - 3,198 3,198 - 2,465 2,465
North West Java Sea - PSC 42,675 4,923 47,598 39,520 4514 44,034
ConocoPhillips
Natuna Sea, Off. - PSC 47,922 - 47,922 38,111 - 38,411
Jambi - EOR 5,229 - 5,229 4,492 - 4,492
Ramba- TAC 13,449 - 13,449 10,879 - 10,879
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Aceh - PSC 1 - 1 - - -
Grissik - PSC 4,283 1,731 6,014 4,137 1,721 5,858
Kakap - PSC Off. 10,105 607 10,712 8,963 681 9,644
CNPC

Tuban - JOB 11,649 - 11,649 10,676 - 10,676
Salawati - JOB 5,034 - 5,034 4,615 - 4,615
Irian Jaya - PSC 6,262 601 6,863 5,625 521 6,146
Jabung, Jambi - PSC 22,259 - 22,259 20,969 - 20,969
Pertamina

Rantau 3,651 511 4,162 3,702 109 3,811
Prabumulih 15,283 - 15,283 13,423 - 13,423
Jambi 3,016 - 3,016 2,890 - 2,895
Cirebon 13,186 - 13,186 12,485 - 12,485
Cepu 2,738 - 2,738 2,540 - 2,540
Kalimantan 4,193 - 4,193 3,795 - 3,795
Sorong 1,025 - 1,025 1,190 - 1,190
VICO

Sanga sanga E.Kalimantan - PSC 20,324 20,453 40,777 19,772 16,451 36,223
Kondur Petroleum

Malaka Strait, Riau, Off. - PSC 13,787 - 13,787 11,090 - 11,090
Talisman

Oki - JOB 6,907 - 6,907 5,546 104 5,650
Tanjung - JOB 6,896 - 6,896 7,021 - 7,024
ExxonM obil

Aceh - PSC - 13,408 13,408 - 25,273 25,273
Kodeco

Poleng, Off. Java Sea- TAC 5,983 - 5,983 5,809 - 5,809
West Madura, Off - JOA 346 123 469 7577 123 7,700
Sea Union Energy

Limau - JOB 5,997 - 5,997 5,623 - 5,623
Perkasa Equatorial

Sembakung - TAC 5,303 - 5,303 5,520 5,520
Premier Oil

Anoa, Natuna Sea, Off. - PSC 4,540 - 4,540 2,805 962 3,768
Patrindo Persada Maju

Wasian, |. Jaya- TAC 3,908 - 3,908 2,487 - 2,487
HED Indo. /Citra P.

Abad/Rgja- EOR 2,811 - 2,811 2,177 - 2,177
Lirik Petroleum

Lirik- EOR 1,550 - 1,550 1,797 - 1,797
Binawahana Petrindo

Meruap - Jambi - TAC 1,512 - 1,512 1,754 - 1,754
Surya Raya Teladan

Benakat - EOR 1,378 - 1,378 1,378 - 1,378
Pilona Petro

Tanjung - S. Sumatra- TAC 1,222 - 1,222 1,023 - 1,023
Indo Pacific Resour ces

Bawean, East Java Off. PSC 766 - 766 319 - 319
Intermega

I. Jaya- TAC 445 - 445 189 - 189
Sele/Linda- TAC 213 - 213

Salawati - TAC 20 - 20 20 - 20
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Kalrez Petroleum
Bula Seram, Maluku - PSC 531 - 531 515 - 515
Golden Spike
Pendopo - JOB 369 77 446 325 60 385
Retko Prima/Western N.
S. Sumatra- TAC 441 - 441 522 - 522
Japex
Gebang - JOB 351 - 351 299 - 299
Amerada Hess
Lematang, S. Sumatra - PSC 134 - 134 95 - 95
Babat Kukui Energy
Babat Kukui, Jambi - TAC 55 - 55 19 - 19
Petronusa Bumibakti
Selat Panjang, Riau - PSC 54 - 54 42 - 42
Radiant
Ramok, S. Sumatra- TAC 28 - 28 96 - 96
Matriks
N. Sumatra-TAC 11 - 11
TOTAL 1,212,273] 131,868 1,344,141 1,119.9 131.8] 1,251.9
Source: MIGAS
Appendix 6.4: Crude and Condensate Production (1,000 B/D)
Y ear/Month Crude Condensate Total
1995 1,434.2 170.8 1,605.0
1996 1,421.7 172.9 1,594.6
1997 1,417.9 162.8 1,580.7
1998 1,401.3 155.3 1,556.6
1999 1,351.3 149.1 1,500.3
2000 1,271.7 142.4 1,414.1
2001 1,212.3 131.9 1,344.1
2002 1,119.9 131.8 1,251.9
2003
- January 1,047.0 133.8 1,180.8
- February 1,046.8 1335 1,180.3
- March 1,029.9 120.7 1,150.6
- April 1,008.7 134.8 1,143.4
Source: MIGAS
APPENDIX 6.5: Indonesian Crude Specification
Type of Crude - APl a | Pour | Water & Sulfur Wax Loading
producer 60° F | Point | Sendiment | Content | Content ports
Minas-Caltex 34.1 95 0.3 0.09 34.2|Dumai
Duri-Caltex 20.3 60 0.4 0.19 13|Dumai
Widuri-Maxus 33.3 113 0.05 0.07 39.3|Widuri marine terminal
Condensate-Mobil 54.3 -20 0/ 0.002 -/ Blang Lancang
Cinta-Y PF/Maxus 32.8/ 100.0 Trace 0.12 19.56|Cinta marine terminal
Attaka-Union 42.3 -10 0.12 0.09 4.22|Santan marine terminal
Arjuna-Arco 36.7 70 0.45 0.09 -|Arjuna marine terminal

Petroleum Report Indonesia 2003
American Embassy Jakarta




Badak -Huffco 41.3 -15 Trace 0.08 7.35|Santan marine terminal

Lalang -ondur Pet 39.2 20 0.05 0.11 27.42|Laang marine termina

Sepinggan-Union 317/ 200 0.01 011 -/Lawi-lawi marine
terminal

Handil-Total 32.2 85 01 0.1 22.0/Senipah marine terminal

Walio-Trend 34.05 -20 0.05 0.72 - Kasim marine terminal

Bakapai-Total 41.2 5 - 0.08 1.66| Senipah marine terminal

Bunyu-Pertamina 317 60 0.1 0.09 8.3|Bunyu

Kakap-Marathon 449 60 0.25 0.06 Natuna marine terminal

Jatibarang/Pertamina 29.0 110 0.5 0.07 24.6/Balongan

Arimbi-Arco 33.0 95 0.5 0.14 25.6/Balongan

Ikan Pari-Conoco 48 65 0.08 15.37

NSC/Katapa-Asamera 50.8 -30 0.06 Pangkalan Susu

Udang-Conoco 39.1 95 0.05 Udang marine terminal

Source: Pertamina
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