THE USE OF NATURAL GAS FOR
| ELECTRICAL POWER PLANTS |
(Regulatlon of the Energy and Mineral Resources Mlnlster of
| the Republlc of Indonesia No. 11l2017
~ dated January 27 2017) |

BY THE GRACE OF GOD ALMIGHTY
THE ENERGY AND MINERAL RESOURCES MINISTER OF
- THE REPUBLIC OF INDONESIA,

Considering :
‘a. that to increase the use of natural gas in energy mix for electﬂcal'power plants as well as to ensure the sup-.
~ Ply of natutal gas at reasonable and competitive prlces for the electncnty sector, it is necessary to s_tipulate
provisions on the use of natural gas for electrical power plants;
b. that based on the Ioonsideration as referred to .in letter a, it is necessary to stipulate a ‘regullation of the

Energy and Mineral Resources Minister concerning the Use of Natural Gas for Electrical Power Plants; .

I tn view of : _ _ _ '
1. Law No. 22/2001 concerning Natural Oil and Gas (Statut‘e Book of the Repub|io _o__f Indonesia of 2001 No.
1386, Supplement to Statute Book of the Republic of Indone3|a No. 41 52); '
2. Law No. 30/2009 concernlng Electricity (Statute Book of the Republlc of Indone31a of 2009 No. 133
Suppiement to Statute Book of the Republic of Indonesia No. 5052);
3. Government Regulation No. 23/1994 concermng Change in the Mode| of Electricity Publlc Corporetion (Pe-
rumj intoState lette_d’ Liability Company (Persero) {Statute Book of the Republic of Indonesia of 1994
No. ‘34‘); . ] ,
4.' GOvernment Regulatlon No. 35/2004 concermng Upstream Oil and Gas Busmess Activities (Statute Book of
| the Republic of Indonesia. of 2004 No. 123 Supplement to Statute Book of the Republic of Indonesna No.

4435) as already several times. amended the latest by Government Regulatnon No. 55/2009 concerhing the

" Business News 9032/9-4-2017




pi3

Second Amendment to Government Regulation No. 35/2004 concerning Upstream Oil and Gas Business

Actlvmes (Statute Book of the Republic of Indonesra of 2009 No. 128, Supplement to Statute Book of the
Republic of Indoriesia No. 5047);

Government Regulation No. 36/2004 concerning Downstream Oil and Gas Business Activities (Statute _

~Book of the Republic of Indonesia of 2004 No. 124, Supplement to Statute Book of the Republic of ln-

donesm No 4436} as already amended by Government Regulation.No. 30/2009 concernlng Amendment
to Government Regulatlon No. 36/2004 concernlng Downstream Oll and gas Business Activities {Statute
Book of the Flepubhc of Indonesra of 2009 No. 59, Supplement to Statute Book of the Hepubhc of Indonesia
No. 4996)

Government Regulation No. 14/2012 concernlng Power Supply Busuness (Statute Book of the Republic of -

_ lndonesua of 2012 No. 28 Supplement to Statute Book of the Republlc of indonesia No. 5281) as already

]

10.

11.

amended by Government Regulation No 23/2014 concerning Amendment to Government Regulation No.
14/2012 concermng Power Supply Business (Statute Book of the Republic of Indone5|a of 2014 No. 75,
Supplement to Statute Book ‘of the Repubhc of Indonesia No. 5530}; _

Government Regulatlon No. 79/2014 concermng National Energy Policy (Statute Book of the Repubhc of |
Indonesia of 2014 No. 300, Supplement to Statute Book of the Republic of- Indonesra No. 5609});

Presidential Regulation No. 68/201 5 concerning the Energy and Mineral Resources Ministry (Statute Book of

"the Republlc of Indonesia of 201 5 No 132) as already amended by Presidential Regulation No 105/2016 ‘

concernmg Amendment to, Pre3|dent|ai Regulation No. 68/2015 concerning the Energy and Mlneral Re-

sources Ministry (Statute Book of the Republic of Indonesia of 2016 No 289);
Regulation of the Energy and Mineral Resources Minister No. 19/2009 concermng Natural Gas Busmess :
Activities through Pipelines {State Gazette of the Republic: of Indonesia of 2009 No. 274);

Regulation of the Energy and Mineral Resources: Minister No. 06/2016 concerning Prowsrons and Proce-
dures of Setting Allocation, Use and ‘Prlce of Natural Gas (State Gazette of the Republic of Indonesia of
2016 No. 316); | o

Regulation of the Energy and -Mineral Resources Minister No. 13/2016 concerning the Organization and
Work Procedure of the Energy and Mineral Resources M|n|stry (State Gazette of the Republlc of Indonesia

of 2016 No.. 782)
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DECIDES:

To stipulate :

REGULAT!ON OF THE ENERGY AND MINERAL RESOURCES MINISTEH CONCERNING THE USE OF NATURAL

GAS FOR ELECTRlCAL POWER PLANfS.

CHAPTERI s
GENERAL PROVISIONS
Article 1
Referred to in this Ministerial Regulation as : ‘

1. Natural gas is the resuit of natural process in the form of hydrocarbon which is in pressure condltlon and

atmosphere temperature in the form of natural gas phase and is obtained from oil and gas mlnmg process

2. PT Perusahaan Listrik Negara-(Persero), hereinafter called PT PLN {Persero), is a state-owned company
which vwas set'up based on Government Regulation No. 23/1994 concerning .Change in the Model of State
Electrlcity Public Corporation {Perum) into State Limited Lrablllty Company (Persero) ‘

3. Contractor is a corporate body or permanent business estabhshment whlch is appomted to conduct explo-

ration and exploitation in a working area based on a cooperation contract with a special working unit of

upetream oil and. gas business operator.

4. Cooperation contract is a production sharing contract or otner model of cooperation contract in exploration
and explortatlon whlch is more benefuclal to the state and the outcome is used for the greatest benefit.of
the people’s prospenty ' |

5. Gas commercral permit-holding corporate body is a gas commercial permit-holding corporate body which is
engaged in gas commerce in a certain- commercial area with the alm of making profit. _

6. vElectrlcaI power plant corporate body is an electncal power producer other than PT PLN (Persero) which

signs an electncal power sales purchase agreement with PT PLN (Persero)

7. _Liquefied Natural Gas, hereinafter abbrevnated into LNG, is natural gas which prlmanly oonsrsts of methane ‘

which is liquefied at very low temperature (around minus 1609 C) and is kept in Ilquefled condition to
facilitate its transportation and hoarding.

8. Compressed Natural Gas, hereinafter abbreviated into CNG, is gas fuel which is derived from natural gas
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with methane (Ci) as its main element compressed, maintained and stored in vessel with special pressure

to facilitate its transportation and hoarding. ‘
9. Minister is_the ministe’r in charge of carrying out government affairs in the field.s of energy and mineral re-
sources. , R _ |
10. Special Task Force for Upstream dil and Gas Business, herernafter called SKK Mlgas is the operator of
- upstream oil and gas management in the oil and gas sector based ona cooperatlon contract under the gurd-

ance, coordlnatlon and supervrsron of the Minister. .

Article 2
This Mlnlsterlal Hegulatron carrles provrsmns on the use of natural gas for electrical power plants owned

by PT PLN (Perserol and electncal power corporatrons in the electrrcal power system.

CHAPTER M
ALLOCATION OF NATURAL GAS FOR B
ELECTRICAL POWER PLANTS
| Article 3 |

(1) The allocatlon and use of natural gas for electrical power plants are set as part of the effort to meet the

A domestrc supply of electncal power | _
{2) The allocatlon of natural gas for electrlcal power plants can drrectly be glven to PT PLN (Persero) or electri-

cal power corporatmn ‘ _
" (3) In addition to the natura! gas allocation obtained as referred to in paragraph {2}, , PT PLN (Perserot or elec-

trrcal power corporation can buy natural gas from gas commerc:al permit-holding corporate body receiving

natural gas allocatron, prowded the corporate body provides natural gas facilities or infrastructure.

" CHAPTER I _
PERIOD OF NATURAL GAS SALE PURCHASE AGREEMENT
| o Article 4 |
(1} To build an electricai power plant, PTV PLN (Persero) and electrical power corporation shall ensure the alloca-
tion/supply of natural gas in accordance W|th the age of the electrical power plant for 20 (twenty) years '

(2} The allocation/supply of natural gas as referred to in paragraph (1) sha" preferably come from a cantractor,

Business News 9032/9-4-2017




(3) If the allocatronlsupply of natural gas comes from a contractor as referred to in paragraph (2), the contrac-

tor shall ensur'e the fulfillment of a natural ‘gas sales purchase agreement in accordance with the penod of
the natural gas sales purchase agreement

(4) if the allocation/supply of natural gas from the contractor as referred 10 in paragraph (2) does not reach
20 (twenty) years, PT PLN (Persero) and electrical power corporation can meet the shortage of allocatnon/

supply of natural gas from other sources.

. CHAPTER IV
DEVELOPMENT OF ELECTRICAL POWER PLANTS
USING WELLHEAD NATURAL GAS

Article 5~

{1} To use wellhead natural gas for electrical power plant, the procurement of electrical power plant can be

-~ done through :
.a. direct appointment; or
b pubhc tender.
(2) The procurement of electncal pcwer plant using wellhead natural gas through the direct appointment as
referred to in paragraph l1) letter a, is done on condition : , |
a. the highest natural gas price is 8% {eight percent) ICP/MMBTU at electrical'power plant lplant gatel};
b. there is sufflclent allocatronisupply of natural gas i in accordance with the penod of natural’ gas sales
purchase agreement;
c. investment cost of electrical power plant is deprecrated for at least 20 (twenty) years and
.. d.v efficiency of electrical power plant with specific fuel consumptron (SFC) is equal to hrgh speed diesel
(l-lSD) at 0,25 (zero point twenty) liter/kWh.
(3] 'The procurement of electrical power plant using wellhead natural gas through a publlc tender as refarred

to (1) letter b, is done if the prrce of natural gas is hlgher than 8% (eight percent) ICP/MMBTU.

(4) The electrical power interconnection paint for electrical power plant.in wellhead is located at the nearest

. . B |
main relay station. ¢

CHAPTERV

PRICE OF NATURAL GAS
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(1)

(2)

(1)

(2)

(m
{2

(3)

(4)

Article 8

To use natural gas for the domestic supply of electrical power, the Minister shall set the price of natural
gas for electrlcal power plants. .

The price of natural gas as referred to in paragraph (1) is set by takrng into account:

a. fleld econpmy, ‘

b. the prices of natural gas at dornestic and international markets;

(:. the purchasing power of domestic gas consumers; and

d. value added of the domestic use of natural gas.

Article 7
The price of natural gas for electrrcal power plants is calculated based on the freld economic value of natural
gas without escalation.
If the price of natural gas as referred to in paragraph {1) needs escalation, it shall be set based on an agree-

ment

Article 8

If there has been downstream natural gas infrastructure at electrlcai power plant, the valrd price shall be

N

‘the prlce at the electrical power plant (plant gate).

The price of natural gas at electrrcal power plant (plant gate) as referred to in. paragraph (1) covers up-

stream natura! gas price and natural gas distribution cost

If the dehvery point of natural gas salés is other than electrical power plant (plant gate) it shall be done as

follows: '

a. contractor shall distribute naturel' Qas until the delivery point; and

b. PT l_’t.N {Persero), electricallpower corporate body or commercial permit-holdirrg corporate body shalf ‘
sign a centract for the distribution'_ef natural gas from the delivery point to the electrical -pewer plant k
{plant gate) with the owner of the pipes.’ | |

If there has not been downstream natural gas rnfrastructure at electrical power plant, the valid price is the

upstream natural gas price..
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,(1)

(2)

(3)

(4)

(5}

(m

Article®

PT PLN (Persero) or electncal power corporate body can buy natural gas at the highest price of 11 5%
(eleven point flve percent) 1CP/MMBTU if electncal power plant is not in the wellhead.

If the price of natural gas exceeds 11.5% (eleven pornt flve percent) ICPIMMBTU, PT PLN (Persero) or
electrrcal power corporate body can use LNG

The price of LNG for electrlcal power plant is calculated based on the: freid economrc value and uses a for-
mula agreed upon at free on board (FoB) price..

If the price of domestic LNG as referred to in paragraph (3} is higher than 11,5% (eleven point five percent)
ICP/MMBTU ({parity to oil) free on board (FoB), PT PLN (Persero) ‘or electrical power corporation can import.
LNG, provided the price of LGN to be imported is a maximum of 11.6% {eleven point five percent)]CP/
MMBTU at the regasification term.inalr of buyer (landed price) in accordance with the law and regulation.
If. the. price of LNG to be imported is above 11.5% (eleven point five percent) ICP/MMBTU (landed price},
PT PLN (Persero} or electrical power corporatron can buy pipe gas at a price of more than 11.5% (eleven

pornt five percent) ICP/MMBTU (panty to oil) or buy domestlc LNG at a price of higher than 1 1 5% (eleven

. point five.percent) ICP/MMBTU (parrty 10 orl) free on board {FoB).

CHAPTER VI
TARIFFS FOR THE DISTRIBUTION OF NATURAL GAS
Article 10

The distribution of natural gas can be done through :

' 'a. natural gas pipeline; or

(2)

(1)

b. mode of drstrlbutlon of natural gas other pipes.
The dlstrlbutlon of natural gas through the mode of drstrrbutuon of hatural gas other than pipes as referred
toin paragraph (1) letter b can cover ship, barge, truck or other modes of transportation other than natural

gas pipelines.

Article 11
The tariff for the drstrrbutron of natural gas through gas pipelines as referred to in Article 10 paragraph 1

Ietter a is set in accordance with the law and regulatron
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(2)

(2)

)

(2)

-The tariff for the distribution of gas through mode of transportation other than pipelines as referred to in

Article 1Q baragraph (1) letter b is __i:alculated based on the economic or competitive market value.

CHAPTER VI
- GUARANTEE
Article 7172
Natural gas commerciél, permit-holding cor‘porater body shall provide guarantee'in the form of :
a. .reliab'le supply/aliocation of natural gas; and - |
b,' reliéble transportation. of natural gas. |
PT PLN> (Persero) or e}ectrical power corporation in -tﬁe capacity-aé natural gas buyer shall guarantee punc-

tual payment.

" CHAPTER VIl |
\_NATURAL GAS SALES PURCHASE AGREEMENT -
FOR ELECTRICAL POWER AGREEMENT
. Article 13

To distribute naturat gas for electrical power plants,  PT PLN (Persero) or.electrical p.ower,corpofation as

a natural gas buyer shall sign a natural gas sales purchase“agreeme,nt with contractor or natural gas com-

‘mercial permit-holding corporate body as a natural gas seller.

The natural gas sales purchase agreement as referred to in paraéraph (1) shall at least ¢ontain:

a. source of supply;

b. volume and specification;

€. natural gas price;

d. contract period;

. e. price review:

f.  mechanism of distributing natural gas; and

~ g. rights and obligations of natural gas buyer ahd éeller.

3r

Sale purchase agreement for natural gas'in the form of LNG and CNG for elecfrical power plants sHaII be

realized based on the review of daily volume and merit order from electrical power plant which will join the
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+ electrical poqver-netw_érk system.

(4) To realize t_hé mgrit order as referréd.to in para-
‘graph {3) PT PLN (Pérsefo) or eléctricél'pdwér
'cor_porate body can provide infrast‘r‘ucture to con-
-ver.t natural gas iﬁto CNG. |

(5-)'Naiural gaé sales purchasﬁ agreement for PT PLN

(Persero) can be multi-destinations or can be in-

tended  for units of EIeétfical poWer plant owned
by PT PLN {Persero) in any location. -
CHAPTER 1X
TRANSITIONAL PROVISIONS
7 Article 14
(1) The allbcati.on and price of natural gas for electri-

cal power ﬁlants which hév'e been decided and/

~ or agreed upon before this Ministerial Regulation

takes effect shall remain valid until the decision or

agreément ends,
{2 Appliéafcion for the designation of allocation and

price of natural gas already filed before this Minis-

" terial Regulation is promulgated can be prbcessed ‘.

to receive approval or rejection of location and

price of natural gas.

. CHAPTER X
CONCLUSION

- Article 15

- This Ministerial Regulation shall. come into |

force as from the date of stipulation.

For public cpgni_zarice, this Ministerial i-'{egula'-

tion shall be promulgated by placing it in the State

Gazette of the Republic of Indonesia.

3

Stipulated in Jakarfa
~ On January 27, 2017
THE ENERGY AND MINERAL RESOURCES MINIS-
| TER |
* OF THE REPUBLIC OF IND.ONESIA,‘
— ,
" IGNASIUS JONAN

Promulgated in Jakarta
On Jénuary 30, 2017
THE DIRECTOR GENERAL OF
LAWS AND REGULATIONS OF
THE LAW AND HUMAN RIGHTS MINISTRY OF A
‘ THE REPUBLIC OF INDONESIA, "
L sgd.
' WIDODO EKATJAHJANA

- STATE GAZETTE OF THE REPUBLIC OF INDONESIA

OF 2017 NO. 188

(8)
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