
 
 

 
 
 

 
 
 

 
Executive Summary of the Sessions: 

 
- Pre-Convex Focus Group Discussion (29 March 2017): 

“Improving the Upstream Oil and Gas Investment Climate to Drive 
National Economic Growth” 
 

- Focus Discussion: 
“Mexico Energy Reform” 
 

- Plenary 1: 
”Re-attracting Upstream Oil and Gas Investment amidst the Global 
Capital Efficiency Drive” 
 

- Plenary 2: 
”Beyond Revenues: The Indispensable Contribution of the Upstream 
Industry” 
 

- Plenary 3: 
”Priority Reforms to Re-Attract Investment” 
 

- Special Session: 
”Investing in Indonesians: Impact of the Current Landscape” 
 

- Post-Convex Focus Group Discussion (12 June 2017): 
“Implementing Indonesia’s Energy Plan (RUEN) – Status Update of Oil 
and Gas Exploration and Enhanced Oil Recovery (EOR)” 

 
  

“Accelerating Reform to Re-Attract Investment  
to meet the Economic Growth Target” 
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The IPA Convention 2017 Key Messages  
 
 

1. Indonesia currently is not globally competitive to attract upstream oil and gas 
investment 

2. No investment = no exploration and no new production activities  

3. Indonesia’s Energy Plan (RUEN) depicts a massive oil and gas import that needs to 
be eased by new production from exploration and Enhanced Oil Recovery (EOR) 

4. Exposure on over-reliance of oil and gas import threatens macro-economic 
stability and monetary health 

5. Reform to make Indonesia attractive again is necessary and possible 

6. The Government’s intent to reform is a great momentum that needs to be 
supported by all stakeholders 

 

*** 
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Details of The IPA Convention 2017 Key Messages  

 

1. Indonesia currently is not globally competitive to attract upstream oil and gas investment 
- Upstream oil and gas investment in Indonesia continues to decline from $15.34 billion in 2015 to 

$11.15 billion in 2016. 
- There is no real interest in new oil and gas working area bid rounds in 2015 and 2016. 
- Investment in exploration has dropped from $1.4 billion in 2013 to $0.1 billion in 2016. 
- Fraser’s Institute Policy Perception Index Survey in 2016 ranks Indonesia as the lowest in ASEAN 

in terms of the oil and gas investment climate.  
- Global investors are still investing in upstream oil and gas, but just not in Indonesia as they need 

to justify competitive returns, especially amidst the global capital efficiency drive. 
 
2. No investment = no exploration and no new production activities  

- No investment means Indonesia’s oil and gas production is set for rapid decline and with ever 
increasing demand, this means more oil and gas imports. 

- The decline in upstream oil and gas investment has a direct impact to the slowdown in regional 
economies and loss of jobs, especially amongst contractors, sub-contractors and the supporting 
industries. 

- Indonesia’s pool of (young) talent is under threat from the lack of investment; an energy 
resilience plan must be accompanied by a robust human development plan that would work on 
the nation’s energy security. 

 
3. Indonesia’s Energy Plan (RUEN) depicts massive oil and gas imports that needs to be eased by 

new production from exploration and Enhanced Oil Recovery (EOR) 

 

  
Domestic crude oil supply (green) and imported crude oil 

(yellow), 2015-2020 
Source: RUEN, p.59 

Committed supply of natural gas (blue) and additional 
supply or imported natural gas (light purple), 2015-2020 

Source: RUEN, p.70 

 
 

  
Crude oil production profile with EOR (orange) and 

exploration (light purple) 2015-2020 
Source: RUEN, p.61 

Committed production of natural gas (red) and potential 
production from exploration (light purple), 2015-2020 

Source: RUEN, p.69 
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4. Exposure on over-reliance on oil and gas imports threatens macro-economic stability and 

monetary health 
- Indonesia’s need for foreign reserves in 2016 for crude oil and liquid fuel import was around $16 

billion. Assuming a $50 oil price scenario, this figure would go up to $30 billion in 2020 and $42 
billion in 2025 under the current trajectory.   

- Massive imports of oil and gas threatens the competitiveness of domestic industries that depend 
on oil and gas for energy supply and feedstock. 

 
5. Reform to make Indonesia attractive again is necessary and possible 

- The case of Mexico’s reform proves that even with a low oil price, it is still possible to attract 
billions of dollars of upstream oil and gas investment, provided that there is a strong political will 
that provides attractive fiscal terms.  

- Gross split is a step towards the right direction , however for it to be competitive, it needs to 
increase the base split by about 15% and take away the indirect taxes. Combined with the cost 
and time efficiency, such a formula will make Indonesia competitive again. 

 

6. The Government’s intent to reform is a great momentum that needs to be supported by all 
stakeholders 
- The Minister and Vice Minister explicitly stated that they are open to input to make the 

regulations and fiscal terms more attractive. 
- The formalisation of the targets for exploration and EOR in the Presidential Decree is a show of 

political commitment to attract investment but must be monitored and checked by all 
stakeholders, including the industry, to ensure that those targets are met. 

 
 

*** 
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PRE-CONVENTION PROGRAM 
 
FOCUS GROUP DISCUSSION (29 March 2017) – in association with Kompas 
“Improving the Upstream Oil and Gas Investment Climate to Drive National Economic Growth” 

 
Panelists : I Gusti Nyoman Wiratmaja, Director-General for Oil and Gas, Ministry of Energy 

and Mineral Resources 
  Suahasil Nazara, Head of Fiscal Policy Agency, Ministry of Finance 
  Dody Rahadi, Director for Metal Industry, Ministry of Industry 
  Komaidi Notonegoro, Executive Director, ReforMiner Institute 
  Ronald Gunawan, IPA Board of Director 
Moderator :  Agustinus Handoko 
 

The discussion was kicked off by the Director-General who explained the current condition of oil and gas 
investment in Indonesia. Data shows that investors are no longer attracted to invest in Indonesia as has 
been evident by the very low uptake in the bidding round of the oil and gas working areas in recent years. 
This trend has started even before the oil price slumped, indicating that there are other causes 
contributing to the low appetite of investors. The lack of investment is also a concern to the government, 
and the government is simplifying permitting processes to ease investment and has also introduced the 
gross split system.  
 
The Head of the Fiscal Policy Agency stated that despite the decreasing proportion of state revenue from 
oil and gas, it remains an important sector within the national economy. In the wake of declining oil and 
gas production, the government is taking measures to sustain the oil and gas industry – amongst others 
by driving for more efficiency through the gross split system. The Ministry of Industry concurred that the 
oil and gas sector is indeed important both as an energy provider and as feedstock supplier to industry. 
It is also an important user of local content, albeit it can still be further improved. The utilzation of local 
content and prioritization of domestic gas usage is critical to support Indonesia’s industrialization.  
 
In the meantime, Komaidi warns that the investment climate in upstream oil and gas is in a dire state, 
and recent regulations are not resulting in any improvements  e.g. the regulation to carry 10% local 
participating interest and gross split are becoming disincentives. If upstream oil and gas investment 
remains low, Indonesia’s macro-economic stability will be impacted. Every IDR 1 trillion of investment in 
the upstream oil and gas today contributes about IDR 3.72 trillion in gross domestic product, hence if the 
investment substantially declines, there will be significant impact on the economy.  
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Ronald, on behalf of the IPA, confirmed that the investment climate today is concerning and difficult to 
attract new investment. The era of easy oil is gone. Indonesia’s hydrocarbon potentials are in frontier 
areas where it is more expensive for companies to explore with relatively lower levels of success rates – 
and therefore this requires atrractive potential returns to justify such risky investments. He iterates that 
often the focus is only on production increase and neglects the need for exploration, whereas without 
exploration there will be no more future production. Investors need attractive returns, a stable 
investment climate, and bureaucratic reform to be able to invest. The implementation of gross split also 
needs to be flexible to adapt to the investment requirements if it wants to attract investment. 
 

*** 
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CONVENTION PROGRAM 
 
 

I. OPENING CEREMONY (17 May 2017) 
Opening remarks by Christina Verchere, IPA President, on behalf of the IPA Board 

 

 
 
“It is an honor to be here at the 41st Indonesian Petroleum Association Convention and Exhibition, and to 
be addressing all of you today.  Thank you for joining us over the next three days.   

 
For 46 years, the IPA has worked in partnership with the government throughout which we have remained 
in communication, nurtured relationships and worked together in support of Indonesia’s upstream oil and 
gas industry. This is the spirit in which the IPA was established in 1971, and we continue this today. 

 
Today, I am very proud to open the 41st IPA Convention and Exhibition.  This year’s event has over 1,500 
convention participants from 16 countries, 133 companies are opening booths at the exhibition section 
and we expect over 20,000 visitors to attend. Our industry professionals and students will present 119 
papers and 66 posters in the technical sessions and it is encouraging to report that we received 680 
abstract papers to select from, which illustrates the depth of expertise and enthusiasm for the sector here 
in Indonesia.   In addition to the technical sessions, we have three plenary sessions and one special session 
planned to discuss current issues around our business.   

 
We are three years into a paradigm shift in our industry brought about by lower oil price driven by growth 
in supply and some dampening in global demand.  If you are net importer of oil as Indonesia is, then you 
might say – what’s the problem?    

 
With its 260 million population, 11% of the country living below the poverty line and average economic 
growth of 5% in the past five years – this country has both scale and potential. 

 
And for this growth, it needs energy – of that there is absolutely no doubt. At the IPA, we are very clear 
that oil and gas supply is an enabler for Indonesia’s growth ambitions. The government’s electrification 
project needs to be underpinned by energy supply. Where will it come from, what will it cost, how do we 
ensure it shows up on time? These are the challenges for any government managing its energy supply to 
ensure it can maintain pace with the growth in energy demand. 
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Wood Mackenzie recently estimated the total energy costs to underpin this country’s economic growth 
over the next 15-20 years to be at $200-250bn split across upstream, midstream and downstream. I think 
we can all agree this is a very large number. The government knows government funding is not best spent 
covering all of this. You can see this through the decision to bring IPP into the country as well as the 
continued use of private sector funding for resource extraction. Ensuring investment is attracted to 
Indonesia should be forefront on their minds.  

 
Given this context, this year’s theme is “Accelerating Reform to Re-Attract Investment to Meet the 
Economic Growth Target”.  I want to highlight two very clear statements that IPA believes:  

1) energy supply is fundamental to the economic growth of Indonesia.  
2) reform is required by all participants to be able to deliver the energy supply needed.   
 

Last year we discussed the need for changing how we work so as not to lose the big picture of ensuring 
affordable energy supply for Indonesia. Four key areas were identified that needed attention – Indonesian 
competitiveness for investment on a global scale, inter-sectoral reform, the importance of gas production 
and the role of the industry as a catalyst for regional development.  

 
In opening this year’s convention, I am pleased to say that much has been done since last year. The 
government is in action and making changes fast – looking to remove bureaucracy to drive efficiency, 
manage expiring PSCs to sustain production and attract new investment. We appreciate the 
government’s recognition of the importance of this industry as an enabler of growth through the 
multiplier effect it brings to national and regional economies. Improvements in efficiencies are also 
evident with the reduction in the number of permits required by operators. We welcome these 
improvements to reduce the time and resources required to develop new fields. It is also clear that the 
government wants to ensure future energy security and the member companies of the IPA are committed 
to work in partnership to make this happen. 

 
Oil and gas companies around the world are also in action.  Only companies that can adapt will win.  As 
the price of crude oil continues to be depressed so energy companies will need to find ways to drive costs 
lower, adjust their investment profile to focus on low-risk, incremental projects and upgrade portfolios 
through acquisitions and / or divestments.  The cost base is being aggressively challenged. Across the 
globe, overhead and headcount have been reduced – by more than 440,000 people as of last quarter.  
Contracts have been re-tendered or renegotiated.  Now is an opportunity and a need for the industry to 
significantly reshape how it works – becoming more streamlined and more efficient through digitization, 
simplification and standardization.  

 
But, some key questions still need to be answered - how does Indonesia compare to others when it comes 
to competing for global capital investment? What will make the country more competitive? What is the 
true value of security of energy supply to Indonesia? What regulatory reforms are needed to re-attract 
investment back to Indonesia?  Other uncertainties such as fiscal terms and the tax regime also need to 
be addressed so that Indonesia can be more competitive on a global basis.  

 
It is clear that industry and government must continue to work together to address these challenges and 
attract global capital. While Indonesia continues to be politically stable and economically resilient with a 
growing energy demand, it needs to position itself as a competitive, efficient and attractive option to 
enable us – the investors - to ensure that capital comes here rather than to other countries around the 
world. This year we are continuing the discussion by asking ourselves how we can “accelerate reform to 
re-attract investment to meet the economic growth target”.  

 
The IPA convention has the privilege of bringing together a diverse group of distinguished speakers 
combined with an audience from across the country and from overseas – as well as operators, service 
companies and also central and local government representatives and key industry figures from the 
energy ministry and other ministries. It is the combination of all of you that will create strong and 
challenging debate over the next few days.  
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The Plenary sessions and special session this year bring together leading figures from government and 
industry to discuss these current concerns:  

 Plenary 1 this afternoon will discuss how to attract investment amidst the global capital efficiency 
drive,  

 Tomorrow Plenary 2 will look at the multiplier effect and how the industry contributes to local 
economic growth.  

 Tomorrow afternoon Plenary 3 will examine the priority reforms that are needed to re-attract 
investment into this critical sector for Indonesia.  

 Finally, on Friday morning the Special Session is a forum discussion by the IPA and other 
associations working hand in hand to identify solutions to these and many other issues facing our 
sector. 
 

The IPA is committed to working with government to improve competitiveness and efficiency and growing 
the Indonesian upstream industry for the benefit of all stakeholders. We believe that the resource 
potential remains positive with multiple basins and new exploration targets in many regions of the 
country.  

 
We look forward to a constructive and successful Convention in a spirit of true cooperation and 
partnership to find solutions and accelerate reforms to re-attract the investment needed to build a 
sustainable industry for the benefit of the people of Indonesia. 

 
Thank you once again to all attendees for being here this morning and I look forward to meeting with 
many of you and engaging in open and challenging discussions over the next three days.” 
 
Following the signing ceremony for 6 gas sales agreements, the 41st IPA Convention and Exhibition 
Convention was officially declared open by H.E. Ignatius Jonan, Minister of ESDM, on behalf of President 
Joko Widodo. 
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II. FOCUS DISCUSSION – MEXICO ENERGY REFORMS 
Panelist : Nicole Palau, Director General of Investor Relations, Ministry of Energy, Mexico 
Moderator : Ahmad Yuniarto 
 

 
The focus discussion session examined the ways in which energy reform in Mexico has succeeded in 
attracting USD 70 Billion in new investment into the energy sector in Mexico since the reforms were 
introduced in 2013. This occurred as a result of a move from a nationalistic, inclusive business 
environment to a more open, market-oriented oil and gas sector. Nicole Palau outlined in her 
presentation how energy reformation had included not just the oil and gas sector but the entire energy 
value chain, from government to operators, investors and service companies. Since reform in 2013, 46 
companies had invested in Mexico as opposed to the previous structure where two state owned 
enterprises were doing everything relating to hydrocarbons and electricity, including Pemex. This period 
of reform has been carried out to change the paradigm and focus on the benefits for Mexico in the long 
term, to improve energy security and create a long-term vision for the industry in Mexico. 
 
To enable this period of change, 3 laws had been changed, as well as 22 secondary laws and 24 
regulations, which required multiple levels of approvals and political will to succeed. Constitutional 
Reform was implemented to achieve the following key results and was the most far reaching and 
ambitious restructuring of the Mexican energy sector in decades; 

 Attracted investment – USD 70 billion over the last 3 years 

 Increased transparency and the rule of law 

 Improved energy security 

 Strengthened environmental sustainability in the energy sector 

 Regenerated a growing and thriving service sector leading to multiplier effects 

 Developed a long term strategic plan for the energy sector 
 
Nicole explained that Pemex were still given a very important role post-reform and also provided with a 
secure development plan with their allocation of blocks and reserves. However, now the private sector 
coexists and complements Pemex and the full value chain. The net result of the reform period is that USD 
34 billion was invested in 2016 alone, with 48 new companies, an extra 1.1 million barrels of production 
per day and incoming investments from 14 new countries. 
 
Industry has been approached to see what they need and are continuing to be actively involved in 
discussions on new investments into the country and given the capability to nominate which blocks were 
attractive to invest in. In terms of fiscal incentives, each Block is examined independently and a set of 
fiscal incentives developed accordingly, often relating to economic development areas where activity is 
highly encouraged by government. External companies have been given 5 year licenses to simplify the 
pre-qualification process. Exploration has been encouraged and promoted, resulting in USD 2 billion 
investment from 19 companies. Regulatory bodies are not appointed by the government but done by 
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the Senate, giving them independence and therefore an ability to be non-dependent on the President 
and non-political. In summary, energy reform in Mexico has succeeded due to: 

 A strong legal framework and new constitution 

 A strong, revised institutional framework 

 A belief in Mexico by the private sector and confidence in the ability to invest 

 Government being open to input from industry, experts and other stakeholders 
 

 

*** 
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III. PLENARY SESSIONS 
 

PLENARY SESSION 1  
”Re-attracting Upstream Oil and Gas Investment amidst the Global Capital Efficiency Drive” 

 
Keynote Speaker : Ignasius Jonan, Minister of Energy and Mineral Resources, RI 
Speakers : Nicole David Palau, Director General of Investor Relations, Ministry of Energy, 

Secretaria de Energia de Mexico 
  Azam Mohammad, partner and managing partner of General Energy and Mining 

Practice for Southeast Asia, McKinsey 
  Andrew Harwood, Research Director, Asia Pacific Upstream Oil and Gas, Wood 

Mackenzie 
  Christina Verchere, IPA President 
Moderator :  Vincent Lingga 

The plenary session consisted of comprehensive question and answer session covering many of the key 
issues and solutions to re-attract investment to Indonesia during the global capital efficiency drive. H.E. 
Ignatius Jonan, Minister of ESDM, emphasized the long-term nature of the industry and recognized that 
industry requires a return on investment in this challenging environment. He has instructed SKK Migas 
to speed up business processes but noted that it is also important for the industry to be competitive, 
adding that if domestic production costs are higher than international prices, then Indonesia will 
continue to import.  
 
In terms of the fiscal regime, the government is flexible and willing to negotiate to re-attract the capital 
investment that the country needs. He encouraged industry to share their data and work with 
government to reform those regulations that are needed to improve the economics of new project and 
field developments. Other key points made by the Minister in response to questions from the Moderator 
and from the audience were as follows: 
 

 Renewables – the industry needs to address renewables seriously as competition between 
conventional resources and renewables will be increasing in future 

 Licensing – he recognizes that licensing activity is a slow process in Indonesia and is encouraging 
the regulatory authorities to speed up the process 

 Urgency for reform – The minister recognizes that the upstream industry urgently requires 
reforms and assistance from government to speed up investment – government are checking 
input received on these issues and reviewing support levels needed and incentives required 
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 IPA Input – made the statement that he has asked the IPA for input on potential saving that can 
be made to make the industry more competitive 

 Return on Investment – stated that he is open for discussion on what ROI is required in Indonesia 
by contractors and in contrast, what will work for the government 

 Oil and Gas Law – discussions have been ongoing on an informal basis but will now move to a 
more formal stage and he is confident that new law will be finalized by end 2017 following further 
discussions with the DPR. Made the statement that the issue is not the timing, it’s the 
amendment itself and that extended discussions are likely 

 Incentives to develop Eastern Indonesia – the Minister stated that the Gross Split scheme is the 
incentive that is needed as it is not a fixed rate and can slide up and down depending on the 
difficult of the exploration / field location – also made the comment that output cannot be higher 
than the global oil price, otherwise Indonesia will continue to import 

 10% Participating Interest – in response to a question on how to educate regional government 
to recognize the multiplier effect, the Minister said that for any new contracts, the contractor 
should allocate 10% participating interest to the regional government and in this way, the effect 
is “real”, as opposed to CSR activities which he considers “old fashioned”. 

 Exploration data – stated that he feels this is important to provide reliable and quality data and 
that the government will be as transparent as possible when issuing data for review by 
prospective contractors. 

 
Industry representatives on the panel also outlined the changes that have been taking place in the 
upstream industry around the world and that Indonesia is now competing for capital on a global basis. 
Improvements that are needed include supply chain improvements, bringing stakeholders together to 
expedite decision making and providing clarity on contract extensions.  
 
Christina Verchere, IPA President, added that investors recognize that Indonesia is open for foreign 
investment but that an improved fiscal structure and contract sanctity are vital to make Indonesia more 
competitive. She added that although efficiency and bureaucracy improvements are welcomed by the 
IPA and its member companies, economic drivers are the critical factor now for external investors to 
bring in the capital that is needed to support economic growth. In summary, panelists agreed that 
industry and government, including all related Ministries, need to continue to work together to identify 
solutions to re-attract the capital investment that the sector needs. 
 

*** 
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PLENARY SESSION 2  
“Beyond Revenues: The Indispensable Contribution of the Upstream Industry” 
 
Speakers : Mariatul Aini, Director of Non-Tax Revenue, Ministry of Finance, RI 
  Hariyadi B. Sukamdani, Chairman of APINDO 
  Eddy Tamboto, Senior Partner and Managing Director, Boston Consulting Group 
  Edi Damansyah, Vice Regent of Kutai Kartenegara Regency 
  Dan Wieczynski, IPA Board of Director 
Moderator : Desi Anwar 
 

 

The plenary session was opened by Ibu Mariatul Aini from the Ministry of Finance, who stressed that if 
the country wants to attract investment, infrastructure is key and the Ministry is making efforts to fund 
and develop infrastructure around the country, particularly in remote areas, so that the oil and gas 
industry can utilize these facilities in the search for more reserves. The Ministry is also pushing to simplify 
bureaucracy and regulations to encourage investment. Ibu Aini also stressed that the economic 
indicators in the country are good at present, with inflation at 3-4% per annum and the ease of business 
index showing Indonesia jumping 15 places to 91 out of 170 countries worldwide.  

She added that the Ministry and government in general view the industry now as an enabler of economic 
growth rather than a contributor to state revenue, but also recognized the significant multiplier effect of 
the industry on the regions and other sectors. The government view is that the Gross Split mechanism 
and the existing tax exemptions will provide the incentives required to re-attract investment. She was, 
however, open to discussing more ways in which the government can assist. 

In response, the panelists noted that other countries are showing increasing investment, so why is this 
not happening in Indonesia? Government does not appear to be listening to industry and reform is slow. 
The need for fiscal incentives was highlighted as key to re-attracting investment. The Chairman of 
APINDO added that industry must present a clear business case to government and prepare a strategy 
for the period of uncertainty that will undoubtedly follow. He also stressed that if the upstream oil and 
gas sector reduces or stops investing, then the downstream sector will also be negatively impacted.  

The Vice Regent from Kalimantan recognized the huge impact that the industry has had on his region for 
the past 50+ years. Noting the Mahakam transition, he urged this to be done carefully and with 
consideration for the needs of the region and to ensure that the benefits will continue, however he added 
that he was uncertain if the government has addressed this.  

The Boston Consulting provided data showing that the industry has an estimated economic impact of 
USD 120 Billion from 2018 to 2025, with 40 Billion of direct investment and 80 Billion of indirect benefits. 
At current production levels, and taking into account growing demand, imports will account for 50% of 
total energy demand by 2025. Employment indicators are that 280K people are employed in the sector 
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and there is a risk that 50000 jobs may be reduced if the sector is not revitalized. The key message was 
that a more collaborative approach is needed to find solutions to ensure that the multiplier effect 
continues. 

Dan Wieczynski, on behalf of the IPA, said that the IPA message is clear – there are many positive aspects 
of government action, including economic growth rates and other government initiatives taken by the 
Ministry of Finance, etc., but the facts are that the industry is in crisis, there is no exploration activity, no 
projects and that decisive leadership is needed to reverse this situation. Global companies are still 
investing in Asia-Pacific amidst the current oil price, but not many are in Indonesia in recent years. These 
companies certainly would like to invest in Indonesia, but the fiscals and the economics need to be 
improved. 

Other countries are attracting capital and Indonesia needs to benchmark against these countries and 
introduce fiscal incentives and terms that will re-attract investment. He emphasized that the IPA is here 
to partner with government to address these issues and find solutions as it was critical that Indonesia 
develop its own energy resources rather than rely on increasing imports. 

 

*** 
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PLENARY SESSION 3 
“Priority Reforms to Re-Attract Investment” 
 
Keynote Speaker : Arcandra Tahar, Vice Minister of Energy and Mineral Resources, RI  
Speakers : Nick Sharma, Managing Director APAC Head of Upstream Research and 

Consulting, IHS 
  Ronald Gunawan, IPA Board of Director 
  Syamsu Alam, Upstream Director of P.T. Pertamina (Persero)  
  I Gusti Nyoman Wiratmaja Puja, Director General of Oil and Gas, Ministry of 

Energy and Mineral Resources, RI 
  Amien Sunaryadi, Chairman of SKK Migas 
Moderator : Alex Ginting 
 

 
 
The moderator opened the session by highlighting that it was known that reforms are required and that 
the Gross Split scheme has been introduced to re-attract investment but that it remained to be seen if 
contractors would respond positively. 
 
IHS then presented their findings following a comprehensive study of the gross split scheme and its 
impact on several development scenarios and options. They described how the industry was in turmoil 
globally, with a USD 1 trillion reduction in expenditure over the past 2 years and that the effect on 
governments was also severe. The IHS study reviewed the government interface factors, the costs and 
savings aspects and the IRR and tax implications, with the conclusion that in order for Indonesia to 
become globally competitive, changes need to be made to the proposed splits within the new scheme. 
The key IHS messages on gross split are: 
 

 Is Indonesia at the right competitive level? 

 Gross Split has the potential to be very successful and competitive but improvements are needed 

 Cost and timing efficiency will be realized, but how material? 

 Even with cost and timing efficiency, investor returns will be challenged across all opportunity 
types 
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 A route for optimization exists, which will deliver a win-win for all stakeholders 

 Without these changes, investment would not be attracted to Indonesia compared to other 
countries. 

 
Syamsu Alam then described how Pertamina had been reviewing the Gross Split scheme for 5 months 
and that there were still concerns about the splits. Pertamina enjoy the privilege of having variable splits 
and progressive splits, but he noted that after approximately 5 years, the additional split from the 
progressive split would be gone and reduce the attractiveness of the scheme. He added that 8 new Blocks 
are being assigned to Pertamina and that these could not be managed by Pertamina alone. These Blocks 
would be challenging and he has asked government for a one month extension to evaluate the gross split 
scheme and its applicability to these newly assigned blocks. 
 
Ronald Gunawan, on behalf of the IPA, noted that 70% of production in Indonesia is from mature fields 
at present and that future exploration prospects lie in frontier areas. He stressed that economic return 
alone is not enough and that there is a need to incentivize the exploration phase and mature fields for 
Indonesia to become globally competitive. He remarked that the Gross Split scheme could be the 
solution, but that coordination is required. The government need to consider how to become investor-
friendly to deal with the upcoming regulations and revisions to regulations concerning GR79, the Oil and 
Gas law, ASR and Gas governance. These 4 areas will test the investment climate in Indonesia. 
 
Wiratmaja Puja, remarked in his speech that Indonesia is a big country with good prospects, a growing, 
large population and economic growth. The Director General noted that efforts have been made to 
improve efficiencies in the Ministry with the reduction in permits and a reduction in the timescales 
required to obtain approvals. The government is open for discussion on the new scheme but discussions 
must be focused on quantitative issues, not on qualitative issues. Regarding exploration data, the 
Ministry have benchmarked against Mexico and will be introducing an “open data” policy to encourage 
investment. In addition, a revised EOR policy is in progress to increase production, as well as policy reform 
to boost deep water exploration and improving fiscal terms to encourage exploration and exploitation. 
 
Arcandra Tahar, Vice Minister ESDM, arrived towards the end of the session and opened his speech by 
commenting that there had been a lot of discussions, meetings, and debates over the last 6 months and 
that today, he would be talking about the past, present and future. He emphasized that he will continue 
to listen to the industry on the new regulations and is open to further discussions and hearing new ideas 
on how to increase investment into the sector and discuss the pros and cons. He then outlined the 
following key points on some current and future issues: 

 
GR79 – this is still with the Ministry of Finance and other institutions to resolve a wording issue and 
he expects a resolution in the next few weeks. He added that the IPA had expected that the latest 
revision will improve the investment attractiveness, that companies would invest more, that 
exploration would increase and that it would assist with tax issues. He expected the IPA to support 
the revised regulation. 
 
PI 10% - contractors have been challenging this and saying that it would cost more – this is true, 
however with the expected reduction in permitting etc. from regional government following its 
implementation, these efficiency improvements could be quantified in terms of cost reductions. 
Note: The IPA Position is that the benefits of this are still uncertain. 
 
Gross Split – He emphasized that the IPA had been involved from the beginning in crafting the 
scheme. He acknowledged that it has weaknesses and loopholes, however is open to discussion on 
how best to optimize the scheme for everyone’s benefit. He added that the industry must also 
recognize that there is a further 5% discretionary split available from the Minister but asked 
operators to review their fields, examine data and present the data and results to him in order to 
discuss further. “If it’s not good, we will change it” was the overriding message, but this must be 
based on data and not on opinion. 
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Improvement of Recovery mechanism for additional production investment – he aims to improve 
the recovery system for additional production investment with a revision of MR 26/2017 to cover 
the issue of production declines at end of contract time where there are no assurances of investment 
return. The Ministry is still flexible. 
 
What’s Next? The Vice Minister then outlined four key areas that he will be targeting in the 
immediate future: 
 
Asset management for Contract Termination during Exploration Phase – he recognizes that if a 
Block under exploration becomes unviable, then under current terms, the equipment belongs to 
government. He is now proposing that equipment could be used for other fields or Blocks or the 
equipment will be given to the PSC who would then pay the tax and the equipment would be owned 
by the PSC. The equipment could then be used on any future activity. There will be a revision to GR35 
/ 2004 and he will invite the IPA to review the regulation before it is issued. 
 
Performance based Commitment (Reform of Firm Commitment) – PSC’s will have the right to 
discontinue drilling where there is a high possibility of unrecovered resources, then transfer the rest 
of the firm commitment to other exploration area if available. 
 
Strategy – Greenfield Sites – He expects more exploration of greenfield locations in future and that 
he wants government and contractors to work together to help increase exploration. The Ministry 
are considering providing incentives for marginal fields and he will consider what incentives will be 
provided. He, and SKK Migas, are open to discussion on the development of marginal fields on a field 
by field basis. 
 
Strategy – Brownfield Sites – Any new technology is welcome if it increases production. Industry 
need to share success stories and share knowledge to increase production. He noted that if there are 
incentives needed to utilize new technology, then industry can come and talk to him. He also 
encouraged EOR opportunities as he believes there are 4 billion barrels of potential.  

 
 

*** 

 
 
  



                                                                                                  

 
Executive Summary – IPA Convention and Exhibition 2017 19 

SPECIAL SESSION 
“Investing in Indonesians: Impact of the Current Landscape” 
 
Speakers : Tutuka Ariadji, Chairperson of Ikatan Ahli Teknik Perminyakan Indonesia (IATMI) 
  Julianta P. Panjaitan, Chairperson of Indonesian Society of Petroleum Geologists 

(ISPG-IAGI) 
  Rusalida Raguwanti, Chairperson of Himpunan Ahli Geofisika Indonesia (HAGI) 
  Taufik Aditiyawarman, General Secretary of Ikatan Ahli Fasilitas Produksi Minyak 

dan Gas Bumi Indonesia (IAFMI) 
  Hasbi A. Lubis, Board Member of SPE – Java Section 
  I. Tenny Wibowo, IPA Board of Director 
Moderator :  Moektianto Soeryowibowo  
 

 
 
The special session commenced with an overview of the talent base in Indonesia, noting that 95% of 
positions in the industry were filled by Indonesians. This positive situation has happened over several 
decades, involving the intake of graduates, training and in many cases filling of strategic positions in 
upstream companies by nationals. It was noted that in the period of decline that was occurring, 
efficiencies are key, and this applies to people as well. Activities are, however, declining and this has led 
to significant layoffs of staff, particularly amongst upstream project teams. This has been inevitable, 
despite the best efforts of the industry. 
 
The various associations in the industry then provided their thoughts and solutions to the current 
situation and key points are shown below; 
 

 In the previous thriving industry environment, graduates were able to secure a position within 5 
months – this has now extended to at least a year or longer. For example, of last years’ technical 
graduates, 30% are still searching for their first job 

 Many have gone to other industries, such as banks and insurance, although a significant number 
have entered academia, research or non-paying social organizations and institutions 

 In the geophysics sector, the 33 faculties providing courses produce 700-800 graduates a year – 
with limited options open to them and many are entering research institutions, which HAGI are 
encouraging to expand the R and D capabilities of the country 

 The petroleum geology field is experiencing similar issues – the association (IAGI) has 3610 
members and 30% (1603) work in the oil and gas sector. 1000 new geologists enter the market 
every year and IAGI are encouraging these new graduates to enter social enterprises and 
research to maintain their competency levels 
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 IAFMI have expanded their role into other sectors such as engineering and construction due to 
the drop in the oil price and reduced activity. Members are encouraged to work on white papers 
for government, certification and other areas in the slowing market 

 The Chairman of the SPE noted that oil and gas represents some 300K employees (or ~0.2% of 
the working population), but also contribute 3-5% of national income. The message is that the 
industry employees “mean something to Indonesia”. He remarked that globally, 33000 members 
had been lost to the industry in the last 3 years. The previous average age experts were 45-55 
years of age, and are being replaced by 25-35 year olds, representing a decline in the knowledge 
base, although younger people are always encouraged. He added that Indonesia has a “national 
energy resilience plan” but there is no human capital strategic plan to manage and develop 
incoming students. Government collaboration is required. 

 The generic message to students is that a long-term strategy is needed, and that international 
and domestic companies are not hiring significant numbers of students in these difficult times. 
Graduates need to be trained to be ready for work and internships are encouraged to develop 
not only technical skills but also soft skills. Mentoring programs are also crucial. 

 Regarding resourcing for the CBM industry, there has been limited action to date in terms of 
resourcing for this “new” industry, although initiatives are being made in terms of open data 
access – collaboration with government is needed to develop the skills that this industry will 
need. 

 The Association chairpersons concluded by summarizing their expectations from government in 
this period of low oil prices and declining growth.  

 Competitiveness is needed to re-attract investment to grow companies and recruit the talent 
that is available in Indonesia. Ease and speed of doing business, legal certainty, collaboration 
with industry were all highlighted as being essential for the future growth of the industry with 
its effect on human resources. It is important to prepare for the future, collaborate with 
government and ensure that there are adequate trained professionals ready for the eventual 
upturn in the industry. 

 
 

*** 
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CLOSING CEREMONY 
 
 

 
 
The closing ceremony of the 41st IPA Convention and Exhibition commenced with an address by I Gusti 
Nyoman Wiratmaja Puja, Director General of Oil and Gas, Ministry of Energy and Mineral Resources, who 
announced the details of the 1st bidding round for Blocks for 2017, including 10 Conventional blocks (3 
regular and 7 direct tender) and 5 Unconventional Blocks. 

 
Awards were then given to the winners of the Technical papers and Poster sessions for professionals and 
students, Business Case Competition winners, as well as the winners of Best Booths during the 
Convention exhibition. 
 
The Chairman of the Convex, Michael Putra, then provided a summary of the event, noting that the 
success of the event in spite of the recent downturn in the industry, particularly the success of the 
technical program of papers and presentations. 19217 visitors had attended, 232 media organisations 
covered the convex and there were 1747 convention delegates, in addition to 113 exhibiting companies. 
The new Business case competition had also attracted 220 entrants, a great increase on the number 
anticipated. These young talents are part of the most important reasons why Indonesia need to re-attract 
investment, so that they too can grow to become senior professionals that are globally competitive and 
can contribute to energy security at home. 
 
The IPA President then delivered her closing remarks, saying that she was excited and encouraged by the 
attendance and enthusiasm for the industry here in Indonesia and that we are most effective as an 
industry when we are speaking as one voice and in collaboration. Energy is crucial for the continued 
economic growth of Indonesia and the industry is here and wants to participate. She added that the 
government is in action to make Indonesia competitive on a global scale and that the new gross split 
scheme can work but that it needs further discussion to make it more competitive. It is also important 
that other Ministries are included in the discussion as collaboration amongst all stakeholders is key.  
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In his closing remarks, Arcandra Tahar, Vice Minister of ESDM, remarked that the event was a great 
moment for the industry in Indonesia as a forum to generate reform, attract investment and increase 
production. He added that Indonesia still needs the industry to be here, and it is dependent on mutual 
long term relationships to develop the upstream industry in the country. He had noticed that the plenary 
sessions were a positive method to identify solutions to current concern. He added that the industry in 
Indonesia was over 100 years old but still had great potential and that government welcomes industry 
to come and explore for new reserves.  
 
In conclusion, he noted that Government will continue to work on simplifying bureaucracy and processes 
to improve the investment climate. On technology, he encourages knowledge sharing under active 
working relationships alongside human capital development. The gross split scheme has been introduced 
to increase transparency, control costs, reduce the impact on the state budget and attract capital and he 
was open to discussions to ensure its future success. Issues to resolve in future are the political will to 
change, fiscal reform, revisions to the gross split scheme to make it more attractive and finally, the 
introduction of the new oil and gas law. He congratulated the IPA on the event and thanked all 
participants for making the Convex a success in 2017. 

 

 
CONCLUSIONS 
 
The 41st IPA Convention and Exhibition was a great success considering the current global climate in the 
oil and gas industry, including over 21000 visitors, 133 exhibiting companies and over 1700 registered 
participants. Plenary Sessions and the Special Session were also well attended, and proved to be 
productive and insightful. The sessions highlighted the urgent need for Indonesia to re-attract investment 
and proved, through the case of Mexico, that it is possible even during challenging business environment 
of today. 

 
There was also wide coverage in the media, with approximately 450 national journalists and foreign 
journalists in attendance, covering the key issues discussed and raised during the Convention. The 
Technical Papers and Poster Presentations had also been a great success, with 118 oral presentations 
and 67 posters being displayed at the Convention. 
 
The IPA sincerely hope that the government and industry can continue to work together in close 
collaboration to find solutions to ensure the future energy security of Indonesia and re-attract the 
investment that is needed to achieve these common goals. 
 

*** 
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POST-CONVENTION  
 
FOCUS GROUP DISCUSSION (12 June 2017) – in association with Kompas 
”Implementing Indonesia’s Energy Plan (RUEN) – Status Update of Oil and Gas Exploration and Enhanced 
Oil Recovery (EOR)” 

 
Panelist : Andang Bachtiar, National Energy Council 
  Komaidi Notonegoro, Executive Director, ReforMiner Institute 
Moderator :  Ahmad Yuniarto 
 

 
 
To continue the discussions held throughout the Convention that established the inability of Indonesia’s 
current oil and gas investment climate to re-attract investment, this Focus Group Discussion tries to 
address the question – “why does Indonesia need to attract oil and gas investment, how much 
investment is required, and what kind of investment does Indonesia would like to attract?” 
 
The point of reference that is formalised by Presidential Decree no. 22/2017 is the National Energy Plan 
(Rencana Umum Energi Nasional, or RUEN). It stipulates Indonesia’s supply and demand balance up to 
2050 with an increasingly significant proportion of imports  (e.g. 77% of oil and 55% of gas by 2030). 
Some in the focus group discussion argued that such high reliance on imports constitutes a crisis. To ease 
the exposure of import, the RUEN mandates the development of Enhanced Oil Recovery and more 
exploration to increase production. The targets set for exploration and EOR are acknowledged as 
ambitious, but necessary. New production from exploration is expected to contribute around 500,000 
barrels of oil per day (bopd) and from EOR around 200,000 bopd by 2050. These targets are considered 
to be achievable, provided that  the government is serious in changing the regulations that are hampering 
EOR development and exploration investment.  
 
Several discussion participants expressed skepticism on reaching the target when compared to the reality 
of today e.g. hardly any exploration investment, and still very limited EOR application. Andang Bachtiar, 
therefore, strongly encourages the IPA, industry players, and civil society to keep on sounding and 
reminding (government) stakeholders to comply with the RUEN that is now an official Presidential 
Decree. At the moment, the government is in the process of synchronizing multiple regulations and 
policies  to be in line with RUEN and its targets, including Ministerial Decree on EOR. This effort, however, 
need to be monitored and checked by stakeholders. 
 
Also referring to RUEN, Komaidi explained the serious exposure to Indonesian monetary and fiscal 
systems from over-reliance on oil and gas imports. Especially when faced with the reality that other 
countries in Asia are and will continue to import their oil and gas in larger volumes than Indonesia. 
Security of supply will could become a real issue. Thus, any and all efforts to be able to increase 
production domestically must be swiftly pursued. To that end, billions of dollars of investment in 
exploration and EOR are critical, and the government must devise a fiscal regime that is competitive 
enough to attract credible industry players to develop Indonesia’s resources responsibly and sustainably. 
 

*** 


