OIL AND GAS DOWNST_REAM ‘BUSINESS
(Government Regulation No. 36/2004 dated October 14, 2004)

PRESIDENT OF THE REPUBLIC OF INDONESIA,

Considering:

that, to enforce the provisions'of Articles 8 para-
graph (1), 30, 43, and 49 of Law No. 22/2001 on Oil and
Gas, 'i_t is, hecessary to stipulate Go\_{érnment Regulation
on Oil and Gas Downstream Business.

In view of:

1. Article 5 paragraph (2) of the 1945 Constitution as
amended by Fourth Amendment to the 1945 Consti-
tution (BN No. 6806 p..17A-19A and so forth); -

2. Law No. -22/2001 on.Oil and Gas (Statute Book of
2001 No. 136, Supplement No. 4152); -

3. Government Regulation No. 67/2002 (BN No. 6912
p. 22A-29A) on Agency for the Regulating of Oil Fuel
Provision and Distribution arid Transportation of Qil
and Gas By Pipe (Statute Book of 2002 No. 141,
Supplement No. 4253).

~DECIDES:

To stipulate;
GOVERNMENT REGULATION ON NATURAL OIL AND GAS
DOWNSTREAM BUSINESS ‘

CHAPTER I
GENERAL PROVISIONS
Article 1
Hereinafter referred to as: .

1. Oil, Gas, Oil'and Gas, .Oil Fuel, Upstream Business,
Downstream Business, Processing, Transportation,
Storage, Trade, Corporate Body, Permanent Estab-
lishment,: Business License, Central Government
‘(hereinafter is cailed-“Gover’nmerit”-)‘, Regicnal Gov-
erniment, Regulating Agency, and Minister are as stipu-
lated in Law No. 22/2001 on Oil and Gas.

2. Gas Fuel is fuel used in'transportation originating from
Gas and/or output of processing Oil and Gas. '

3. Other Fuel is fuel in liquid or gas form originating
from sources other than Oil, Gas, and Processing
Output.

4. LPG is hydrocarbon gas liquefied by pressure to en-
able storage, transportation, and handling, which,
basically consists of propane, butane, or a mix of pro-
pane and butane.

5. LNG is Gas consisting mainly of methane liquefied at
a very low temperature (around minus 160|C) and
maintained in liguid form to enable transportation and
loading. = -~ g

6. Processing Output is the output and/or product other
than Oil and/or Gas Fuel acquired from Qil and Gas
Processing business, either in the form of finished or
intermediary products, except lubricant and petro-

. chemical products.

7. Strategic Oil Deposit is a specific quantity of Oil as
determined by the Government which must be avail-
able at any time for raw materials needed 'by domes-
tic Processing to support_availability and diétribution
of Oil Fuel domestically.

8. National Oil Fuel Reserve is a specific quantity of Oil
Fuel to support the availability of Qil Fuel domesti-
cally.

9. Field Processing is the activity of processing of self
production output as a continuation and/or a series
of activities of exploration.and exploitation of Gil and
.Gas as far as it is.not intended to obtain gain and/or
profit or for commercial purpose. '

10.Transportation of Gas By Pipe is the activity of chan-
nelling of Gas by pipe which consists of transmission
and/or transmission and distribution through chan-
nelling pipe and tools operated and/or managed as
an integrated unit of s'ystem.



11.Mother Plan on National Gas Transmiséion and Distri-
bution Network is a document on plan on- develop-
ment and construction of Gas transmrssmn and distri-
bution network in the Unitary State of the Republic of
‘Indonesia ad]ustable every year.

12.Transmission Segment is a specific. segment of Gas
transmitting pipe network which is part of the Mother
Plan on National Gas Transmlss:on and Distribution
Network

13.Distribution NetWork Area is a certain drea of Gas dis-
tribution network which is part of the Mother Plan on
National Gas Transmission and Distribution Network.

14,Privilege is a right granted by the Regulating Agency
to a Corporate Body to Transport Gas By Pipe on Trans-
mission Segment and/or Distribution Network Area
based on tender.

15.7ariff is the cost collected in relation to Transporta-
.tion Gas By Pipe.

16.Wholesale Trading is the business of sellling, purchas-
ing, exporting, and importing of Qil Fuel, Gas Fuel,
other Fuels and/or Processmg Output in Iarge quan-
tlty wh[ch controls or has storage facility and means

and is entltied to distribute to all final users using a

‘specific trademark.

17.Trading is the business of selling, purchasing, export-
ing, and importing of Qil Fuél, Gas Fuel, Other Fuels
and/or Processing Output in large quantity, which does
not control or have any storage facility and means
and may only distribute to users havmg/controllmg
seaports andfor receivmg terminals. -

18.0i! Fuel ‘Scarcity is a condition of unfulfilied need of
the society for Qil Fuel in certain areas and at certain
times. :

19.Remote Area is an area which is difficult to be reached

. with limited transportation means/infrastructure and
which economy. of the society has not been devel-
oped so that it requires high cost to distribute Oil
Fuel.

, "CHAPTER 11
OPERATION OF DOWNSTREAM BUSINESS
Article 2
Downstream Business shall be operated by a
Corporate Body which has obtained Business License is-
sued by the Minister based on a fair, healthy, and trans-
parent competition.

© Article 3
The Government shall do the regulating, devel-
opment, and supervision over the operation of Down-
stream Business as referred to in Article 2.

Article 4
The regulating and development, as referred to
in Article 3, imiplemented by the Minister consist of:

a. Business Licenses granted to Corporate Bodies;

b. Type, standard, and quality of oil Fuel Gas, Gas Fuel
Other Fuels, and Processing Output;’ ’

c. Guarantee of availability and smooth distribution of
Oil Fuel across the Umtary State of the Republic of.
Indonesia; . :

d. Exploitation of Gas for domestlc need;-

e. Stratégic Oil Deposit to support the avallability.‘.of oil
Fuel domesticaily;

Policy on National Qil Fuel Reserve;

g. Mother Plan on National Gas Transmission and Distri-
bution Network; '

h. Techniques of work safety and health, environmental
treatment, and development of the local society.
Mechanism and/or formulation of prices of Gas:Fuel
and certain Qil Fuels before those prices are assighed
to fair and healthy competition;

j. Availability and distribtition of certain types of Oil Fuel;

k. Improvement of national capacity;

|. Utilization of local commedities, setvices, technology,
and engineering and design capacity.

Article 5
The provisions as set forth in Article 4 paragraphs
¢, d, f, h, and I shall be in accordance with inputs of the
Regulating Agency and/or related institution.

Article 6
Supervision,. as referred to in Article 3, imple-
mented by the Minister, consists of:



. Type, standard, and quality of Qil Fuel, Gas, Gas Fuel,
Other Fuels, and Processing Cutput;

. Work safety and health and environreental treatment;
. Employment of foreign workers ang development of
Indonesian workers;

. Litilization of local commodities, services, technelogy,
and engineering and design capacity;

e, Improvement of the environment and local society;

- Mastery, development, and application of Ol and Gas
technology,

. Enforcement of Business License in addition to the
supervision impieménted by the Regulaling Agency;
. Good technical rules;

i. Utilization of measuring tools and system in Down-

stream Business.

Articte 7
The Regulating Agency shall implement regulat-

porting facilities owned by Corporate Bodies, es-
pecially In very necessary conditions where Off Fuel
is scarce andfor to support optimal provision and
distribution of Oit Fuel in Remote Areas;

e. Calculating and determining of amount of contri-
bution of Corperate Bodies organizing business in
the provision and distribution of OHf Fuel accord-
ing to the volume of Ol Fuel which is traded based
an the formula as stipulated in Government Regu-
fation;

f. Settling of disputes arising relating o Oit Fuel Trad-
ing. :

(2)1In case that the dispute settiement conducted by the

Regulating Agency, as referred to in paragraph (1)
clause fis unacceptable to the Corporate Body or the
parlies, the Corporate Bodies or the parties may file a
petition to the Lower Court of Central Jakarta.

ing and supervision over provision and distribution of Git
Fuel and transportation of Gas by Pipe operated by Cor-

_ ) Article 9
porate Bodies which have obtained Business License from :

{)The requlating of wansportation of Gas by pipe, as

the Minister.

. Aricie 8 :
{1)The reguating of the provision and distribution of Oil
Fuel, as referred to in Article 7, includes:

a. Determining of obligations of Corporate Bodies
which will obtain or have obtained Business Li-
cense from the Minister so that the availability and
distribution of Oil Fuel as stipulated by the Gov-
ernment can be guaranteed across the Unitary
State of the Republic of Indonesia;

h. Determining of obligations of the Corporate Bod-
ies which wili obtain or have obtained Business
License from the Minister to provide and distrib-
ute O Fuel in areas which market mechanism has
not been running well and in Remote Areas in the
frarmework of regulating of availahility of il Fuel
across the Unitary State of the Republic of Indo-
nesia; '

¢. Determining of allocation of Qi Fuel Reserve of
each Corporate Body according to Businegss License
to fulfit National Ol Fuel Reserve;

d. Determining of joint exploitation including mecha-
nism of determining of tariff of Oil Fuel Transpor-
tation. and Storage facilities including their sup-

referred to in Article 7, includes:

a. Determining of Transmission Segment and Distri-
hution Network Area based on technical and eco-
namic aspects to be sold in tender to Corporate
Bodies having License to Transport Gas By Pipe;

b, Granting of privilege in transportation of Gas by

" pipe on Transmission Segment and in Distribution
Network Area in a tender based on the Mother
Plan on National Gas Transmission and Distribu-

tion Network;

c. Determining of tariff according o techng-economic
principie; '

d. Determi'ning of prices of Gas for hausehold and
retail consumers according to the economic value
of the Corporate Body and peaple's purchasing
capacity and power;

e, Determining and applying of system of informa-
tion of managément and regulating account of Cor-
porate Bodies transporting Gas by pipe;

f. Csiculating and determining of the amount of con-
tribution of Corporate Bodies operating Transpor-
tation of Gas by pipe according to the transported
and distributed Gas based on the formula as stipu-
lated in Government Regulation;



g. Settling' of disputes arising against holders of privi-
lege in and/or relating to transportation of Gas by
pipe. '

(2)In case that the dispute settlement conducted by the
Regulating Agency, as referred to in paragraph (1)
clause g, is unacceptable to the Corporate Bodies or
the parties, the Corporate Bodies or the parties may
file petition to the Lower Court of Central Jakarta.

“Article 10.
(1)Supervision over the provision and distribution of Oil
Fuel and transportation of Gas by pipe, as meant in
Article 7, shall be done on Corporate Bodies.

(2)The supervision performed by the Regulating Agency,
as referred to in.paragraph (1), includes:

a. Provision and distribution of Qil Fuel and/or trans-
portation of Gas by pipe;

b. Joint exploitation of facilities of Oil Fuel transpor-
tation and storage and transportation of Gas by
pipe and supporting-facilities of the Corporate
Bodies;

c. Enforcement of Privilege in transportation of Gas
- by pipe;

d. Prices of Gas for household and small consumers,

(3)The supervision, as referred to.in paragraph {2)
clauses.a and b, includes giving of opinion to the Min-
ister in determining sanctions on breaches against
Business License committed by Corporate Bodies.

Article 11
Further provisions on enforcement of Articles 8,
9, and 10 quI be stlpulated in Decree and Guidelines of
the Regulating Agency.

CHAPTER IIT |
BUSINESS LICENSE
CArticle 12
Downstream Business mcludes
a. Processing husiness, which. consists of actrv:t:es of
purifying, acquiring of parts, improving of quality, and
increasing of added value of Qi and Gas producing
Oil Fuel, Gas Fuel, Processing Output, LPG andj/or
LNG (but not including Field Processing);

b. Transportation business, which consists of activities
of transporting of Qil, Gas, Oil Fuel, Gas Fuel and/or
Processing Output;, either by land, water and/or air,
including Transportation of Gas by Pipe from one place
to ancther for commercial purpose;

c. Storage business, which consists of activities of re-
ceiving, collecting, accommodating, and reléasing of
" Oil, Oil Fuel, Gas Fuel, and/or Processing Output at
the location on top of and/or below land surface and/

or water surface for commercial ‘purpose;

d. Trading business, which consists of ‘activities of pur-
chasihg, selling, exporting, and importing of Oil, Gil
Fuel, Gas Fuel, and/or Processing Output, including
Gas transported by pipe. :

_ Article 13

(1)Downstream Business, as referred to in Article 12,
shall be operatect by Corporate Bodies after obtain-
ing Business License from the Minister.

(2)The Minister may assign the authority of grant of
Busmess License for certain businesses, as referred
to in paragraph (1) as will be further stipulated in’
Decree of the Minister.

~Article 14
{1)The submission and grant of Business License, as
referred to in Article 13 paragraph (1), are decided as
follows

a. Processing business producing Oif Fuel, Gas Fuel,
and/or ‘Processing Output shall be submitted to
and granted by the Minister:

'b. Transportation of Oil, Ofl Fuel, Gas Fuel, and/or
Processing Output including transportation of Gas
by pipe shall be’ submitted to"and granted by the

~ Minister; -

“c.* Storage of Oil; Oil Fuel, Gas Flel, and/or Process-
ing Output shall be submitted to and granted by
the Minister;-

d. Trading of Oil, Gas Oil Fuel, Gas Fuel, and/or pro-
cessing Output shall be submitted to and granted
by the Minister.” '

(2)Carbon capies of the License to Process Oil Fuel,



License "to-'Tr'anspor_ft Gas. by Pipe, License to.Store

0il Fuel, License to Trade Gas, and License to Trade -

Oil Fuel, as referred to in paragraph (1) clauses a, b,
¢, andd shall be furnished to the Regulating Agency.

',.(3')'TheBusiness : L-.icense, as referred to 'in paragraph -

(1) clause d, consists of Wholesale Trading Business
License and Trading Business License. S

Article 15
(1)To obtain the Business Licenses, as referred to in
-+ Article-13, a Corporate Body must submit an- appli-
= ¢ation to the Minister by enclosing administrative and
“'technical requirements, which, at least, contain:
a. Name of operator;
. Line of business proposed;

b
c. Obligation to comply with operational procedure, _
d

. Information regarding plan and technica! require-
ments relating to the business.

(2)The Minister will further stipulate terms and guide--

-lines forthe implementation of the Business Licenses,
as meant in paragraph (1).

_ Article 16
{1)In case that a Corporate Body operates Processing
“husiness ‘with transportation, storage, and/or trad-
" ing businesses secondary to its Processing business,
the said Corporate Body shall only be obliged to have
Processing Business License.

(2)In case that thé Corpgrate Body, as meant in para-

" graph (1), operates Wholesale Trading business, it

" must obtain a Wholesale Trading Busiriess License,
in advance.’

(3)In case that the Corporate Body operates Process-
ing’ business with transportation, storage, and trad-
"ing businesses not secondary to its Processing Busi-
ness, the: Corporate Body: must obtain Processing
Business License, Transportation Business License,
Storage Business License, and Wholesale Trading
Business License or Trading Business License.

Article 17
“Incase that the Corporate Body operates trans-

portation Gas by pipe on Transmission Segment or Dis-
tribution Network Area, it must have Privilege from the
Regulating Agency. -+~

- Article 18
(1)In ¢case that the Corporate Body operates Storage
business with transportation business to support its
Storage business, it will be given a Storage Business
License, and Transportatlon Busrness chense is not
_ Vrequrred o

(2)In case that the Corporate Body operates Storage

-business with Transportation business not second-
“ary to its Storage business, it must obtain Storage

Business License and/or Transportation B'usiness Li-
_ cense. ' I o

Articlé 19

(1)In case that the Corporate Body operates Trading -

Business with storage 'an'd/or transportation business

B secondary to its Tradlng busmess it will be granted'

Tradlng Busmess License, and Storage Busmess Li-

.cense and/or Transportatlon Busrness chense are
‘not required.

(2)In case that the Corporate Body operates Trading
business wrth storage and/or transportatron busrness
' not secondary to |ts - Trading busmess it must obtaln
Wholesale Tradrng Business License or Tradmg Busi-
ness License, Storage Business License and/or Trans-
portation Business. License.

 CHAPTER IV
PROCESSING,
Article 20
Corporate Body that will operate business of
Processing of Qil, Gas, and/or Processing Output must
have a Processing Business License from the Minister.

~ Article 21 _ o
In operating Processing business, the Corpo-

rate Body must guarantee work safety and health, en-:

vironmental treatment, and development of local soci-
ety and must guarantee that the finished products meet
the standard of quality pursuant to the faws in force.



Article 22

A Corporate Body being holder: of ‘Processing.

Business License must submit report to the Minister and
the Regulating Agency on annual plan, monthly realiza-
tion, and cease of operation to maintain Processing fa-
citities and means in the framework of maintaining of
availability of Qil Fuel. '

Article 23
(1)In operating Processing business, the Cokpo_rate Body
has to observe national interest relating to fulfilment
. of need for Ol Fuel and Gas.Fuel domestically.

A.(2)In case .of shortage in the fulfilment of need for Oil
~ Fuel, as referred toin paragraph ( 1), the Minister may

appomt and assign a certain Corporate Body to in-

crease production of Qil Fuel according to technical
and economic aspects of the Corporate Body.

 Atticle 24
(1)Pracessing of Gas into LNG, LPG, and Gas to Lique-
fied (GTL) is classified as and/or construed as Down—
stream Business as long as it is mtended to acquire
gain and/or profit and is not secondary to Upstream
Business.

_ (i)THe business of P'rooess'ing' of Gas, as referred to ih
paragraph (1), shall be operated by a Corporate Body
af_terbbtainirig Business License from the Minister.

Article 25
The Processing of Oil, Gas, and/or Processing
Output to preduce lubricant and petrochemical products
will be stipulated and operated jointly by the Minister
and the minister of industry.

CHAPTER V
TRANSPORTATION
Article 26°
Corporate Body which will operate business of
Transportation of Oil, Gas, Cil Fuel, Gas Fuel, and/for
Processing Output must have a Transportation Business
License from the Ministet..

Article 27

Transportation of Gas by pipe shall be operated

by a Corporate.Body after receiving a Privilege from.the
Regulating Agency. -

Article 28 . -

In operating Transportation business, the Cor-
porate Body must guarantee work safety and he_é!th, en-
vironmental treatment, and development of local society
in accordance with the laws in force. . . .- '

Article 29
The Corporate Body, in operating Transportation
business by means of land transportation in addition to
pipes, shall prioritise the utilization of transports owned
by cooperatives, -small enterprises- and/or national pri-
vate enterprises through selection process.

Article 30 -
A Corporate Body be1ng holder of . Transporta-
tion Business License must submit report to the Minister

once a month regarding plan and realization of its busi-

ness, which includes, type, quantity, and operation, or at
any time if necessary, with a carbon copy to the Regulat-
ing Agency.

Article 31
(1) The Corporate Body must give an opportunity to an-
other party to share the utilization of facilities and
means of transportation of Gas by pipe owned by it
according to technical and economic aspects.

(2)In case of Scarcity of Oil Fuel, and in Remote Areas,
to reduce cost of distribution, the Corporate Body must
give an opportunity to another party to share the uti-
lization of facilities and means of Tra'nsportafion owned
by it according to technical and economic aspects.

(3)The joint utilization of facilities and means of Trans-
portation, as meant in paragraphs;(l) and (2) will be
further stipulated, ruled, and supervised by the Regu-
lating Agency in accordance with technical and eco-
nomic aspects.

Article 32
A Corporate Body being holder of Transporta-
tion Business License must submit report to the Regulat-
ing Agency on plan and realization of transportation of



Gas by-pipe including utilization. of facilities and. means

‘of transportation of Gas by pipe every month, or if nec-
‘essary with:a carbon copy to the Minister. :

Article 33
The regulating, designation, and supervision over
Tariff shall -be conducted by the Regulating-Agency in
accordance .with economic calculation of the .Corporate
Body and users’ and consumers’ interests..

Article 34
(1)Inoperating business of transportation of Gas By Pipe,
- the-Corporate Body must comply with the Mother Plan
on Nationai: Gas ‘Transmission and Distribution Net-
work.

{2)The: Mother Plan on National Gas Transmission and
Distributions Network shall be stipulated by the Min-
ister according to inputs of the Regulating Agency and
the Corporate Body and in observance of
Government’s_interest in enhancing-the domestic
market. |

{3)The Regulating Agency shall grant Privilege for the

transpaortation of Gas By Pipe on Transmission.Seg-

ment and Distribution Network Area to the Corporate

Body based on the Mother Plan on Nationa_l_Gas Trans- -

mission and Distribution Network. -

.- Article 35-

A Corporate Body operating business of trans-
Jportation.of Gas by Pipe may.increase the capacity of its
-facilities and means of tra nsportation after obtaining Privi-
lege adjustment: '

Article 36 o
(1)Transportation of gas which is not classified as Up-
stream Business.and is used to. transport gas pro-
duced by- the contractor and is not construéd as a
business intended to acquire gain and/or pi'ofit, is
construed as Upstream Business, and Business License
is not required.

. (2)The business of transportation of gas intended to ac-
_quire gain.and/or profit andfor used jointly with an-
other party by collecting fee or lease or joint imposi-

tion of cost commercially, is construed as Downstream
Business.and . must obtain Business License.and Privi-
lege.

CHAPTER VI
STORAGE
Article 37
A Corporate Body operating business of Storage
of Qil, Gas, Qil Fuel, Gas Fuel, and/or Processing Output

must obtain Storage Business License from the Minister.

Article 38
In operating. Storage, business, the Corporate
Body must guarantee work safety and health, environ-
mental treatment, and development of local society in

_accordance with the laws in force.

Article 39
A Corporate Body belng holder of Storage Busi-
ness License must submit report to the Minister on plan
and realization of Storage business including type, quan-
tlty, and/or quallty of- commodltles stored once in every

3 (three) months or at any time required with a: ‘carbon

copy to the Regulating Agency: -

Article 40~

'(1¥The Corporate Body miust give an opportunity to-an-

other party to share the utilization of Storage facility
~ owned by the Corporate Body according to technical
“and economic aspects.: -

(2)In areas where Oil Fuel is scarce and in Remote Ar-
*-eas, the Corporate Body must give an opportunity to
another party to sharethe utilization of Storage facil-
ity owned by the Corporate Body, according to techni-
cal and economic aspects. "

(3) The joint utilization of the Storage facility, as referred
to in paragraphs (1) and (2}, will be further ruled and
stipulated by. the Regulating Agency.

Article 41

(1)A Corporate Body which operates Storage business

may add and increase capacity of the facilities and
means of Storage after obtaining adjustment of its
Business. License.



_ (2)The adJustment of Business License, as teferred to in
N paragraph (1), must obtam reécommendation from the
.Regu!_atrpg_ Agohcy, in advance.

Articlg 42
(1)A Corporate Body operating business of Storage of
LNG must have Licénse to Store LNG.

'(Z)The Mmlster sha!l determme terms and gwdelines on
grant of the Business Llcense as reférred to in para-

graph (1).

CHAPTER VII
_TRADING
Artlcle 43
A Corporate Body which will Trade Ol! Gas, Oil
Fuel, Gas Fuel, Other Fuels, and/or Processing Output
must have a Trading Business License from the Minister.

- Article 44
In operating Tradmg busmess a Corporate Body
must:

a. Guarantee the avarlablllty of Oil.Fuel, Gas Fuel Other
Fuels, and/or Processing Output constantly in its Trade
distribution network; :.

b. Guarantee the availability of Gas. by pipg constantly

. lin its; Trade distribution network '

€. Guarantee.the selling prices .of - O|l Fuel Gas Fuel,
Other Fuels, and/or Processing Output at a fair rate;

d. Guarantee the provision of adequate Trade facility;

e. Guarantee the standard and quality of Oil Fuel, Gas .

- Fuel, Other Fuels, and/or Processing Output as de-
* - termined by the Minister; - '
f. -Guarantee and-responsible for the accuracy of the
measurement system- used;
g. Guarantee the utilization of qualified tools.

Article 45.
A Corporaté Body being holder of. Tradmg Busi-
ness License must submit report to the Minister on real-
ization of Tradmg biisiness once a month or at any time

if required ' with a carbon copy to the Regulating Agency. -

‘Article 46
(1)To the Corporate Body operating ,busi’nes’s‘ of Trading

of Qil Fuel; Gas Fuel, Other Fuels, andfor Processing
‘Output as referred to.in Article 43, may-be granted a
Wholesale Tradlng Business: License or Trading: Busi-
ness L[cense

(Z)The Corporate Body being holder of Wholesale Trad-
' ing'BUsiness’ Llcense as referred to in paragraph (1),
“may -operate”trading ‘business to serve certain con-
sumers {big con‘sUm'ers).-'

- Article 47
(1)A Corporate Body being ho!der"of Wholesale Trading
" -Business License must have and/or control facilities
-and ‘means of storage andsecurity ‘of supply from
domestic and/or foreign sources.

(2)THe Minister may determine the minimum capacity of

storage facility, as referred to in' paragraph (1); which
“ must be realized: by the Corporate Body.

" (3)The Regulating Agency shalt give consideration to the

Minister with regard to the determining of minimum
capacity of storage facility, as meant in paragraph (2).

"(4)The"C0rp'orate Body, as referred to in paragraph (2),

may ‘start its Trading ‘business-after fulfilling- the re-
qu:red mrnlmum ‘capacity for'storage facility.

Article 48
(1)A Corporate Body being holder of Wholesale Trading
- Business License, in distributing Oil Fuel, Gas Fuel,
*and LPG for smali-scale users, small consumers, trans-
portation, and hatusehold, must distribute those fuels
through a distributor appointed by the Corporate Body
through selection process.

(2)The app‘ointment"of distributor, as'referred to in para-

graph (1); must prioritise cooperatives, small enter-

prises and/or-national private enterprises integrated
- with the Corporate Body based on an association con-
“tract.

(3)The distributor, as referred to in paragraph (1), may

only market Oil Fuel, Gas Fuel, and LPG with the trade-

- mark used or possessed by the Corporate Body being
holdér of Wholesale Trading Business: License.



(4)The dlStI’lbUtOl’, as referred to in, paragraph (1), must
possess the licenses in accordance with the Iaws in
force.

(5)The Corporate Body being holder of Wholesale Trad-
ing Business License shall be responsible for stan-
dard and quality up to distributor level.

(6)The Corporate Body must submit report to the Minis-
ter and the Regulating Agency regarding appointment
of dlstrlbutor as referred to in paragraphs (1), (2),
and (3).

Article 49

(1A Corporate Body being holder of Wholesale Tradrng
Business License of Qil Fuel may distribute directly to
transportation users usmg the facrlrtaes and means
managed and/or owned by the Corporate Body.

(2)The direct distribution of the facilities and .means

owned by the Corporate Body, as referred to in para-

- graph (1), may only be done for not exceeding 20%

(twenty percent) of total facmtres and means of dis-

tribution managed and/or owned by the Corporate
Body.

(3)Distribution using the facilities and means managed
and/or owned by the Corporate Body, in addition to
that as set forth in paragraph (2), may only be oper-
ated by cooperatives, smalt enterprises and/or local
corporate bodies.

(4)Cooperatives,”small enterprises, and/or local_ corpo-
rate bodies may own and operate facilities and means
- owned by self based on cooperation with the Corpo-

rate Body being holder of Wholesale Trading Busi-

ness License,

(5)Provisions on the enforcement of the provision of -

paragraph (2) will be stipulated by the Minister after
obtaining consideration from the Regulating Agency.

Article 50
(1)A direct user who have or control seaport and/or re-
~ ceiving terminal may import Oil Fuel, Gas Fuel, Other
Fuels, and/or Processing Qutput directly for self-util-

ity after obtaining recommendation from the Minis-
ter.

(2)The direct user, as referred to in paragraph (1), shall
* not market and/or sell and purchase Qil Fuei, Gas
Fuel, Other Fuels, and Processing Output.

(3)On direct user who markets and/or sells & purchases
il Fuel, Gas Fuel, Other. Fuels, and/or Processmg
Output, as referred to in paragraph (2), will be im-
posed with penalty and monetary charge. pursuant to
the laws in force. -

Article 51
(1)A Corporate Body being holder of Trading Business
License operating business of trading of LPG must
have or control facilities and means of storage and
bottling of LPG.

(2)The Corporate Body being holder of the Trading Busi-
ness License, as referred to in paragraph (1), must
have and use a certain trademark.

(3 )The Corporate Body being holder of Trading Business
License shall be responsible for the standard and qual-
ity of LPG, LPG bottle, and facilities and means of
storage and bottling..

Article 52
(1) Corporate Bodies operating business of Trading of Gas
consist of those having Gas distribution network fa-
cility and those who do not.

(2)The business of Trading of Gas operated by the Cor-
- porate Body having distribution network. facility, as
referred to in paragraph (1} shall be operated after
obtalnmg License to Trade Gas and in[ege for Dis-
tribution Network Area.

(3)The business of trading of Gas operated by a Corpo-
rate Body not having distribution network facility, as
referred toin p'aragraph (1), may only be implemented ‘
through distribution network facility of Corporate Body
that has obtained Privilege for Distribution Network
Area and after obtaining License to Trade Gas.



Article 53
In operating Trading business, a Corporate Body
must guarantee work safety and health, environmental
treatment and development of local society ‘in accor-
dance with the laws in force.

Article 54
(1)The Minister shall determine technical standard for
Gas Fuel and LPG bottles and Gas Fuel and LPG bot-
tling facilities -oft Corporate Bodies being. holders of
License to Trade Gas Fuel and LPG.:

(2)The Minister shall determine minimum technical stan-
dard for facilities and means of distribution.

Article 55

‘On sale of Oif and Gas as production output which

is classified or construed as Upstream Business, Trading
Business License is not required.

_ CHAPTER VIII
STRATEGIC OIL DEPOSIT
" Article 56
(1)Strategic Oil Deposit provided by the Government can
be acquired from domestic production and/or im-
ported.

(2)The Government may assign a Corporate Body to pro-
vide Strategic Oil Deposit as referred to in paragraph

().

(3)The Minister shall rule and determine Strategic Off
Deposit in relation to guantity, type, and location of
storage and exploitation of Strategic Oil Deposit.

(4) The quantity of Strategic Qil-Deposit shall be deter-
mined based on need for Qi Fuel and so forth ad-
justed to. the configuration of domestic Processing
facilities that will exploit Strategic Oil Deposit.-

Article. 57
The exploitation.of Strategic Oil Deposit will be
determined by the Minister upon disturbance of Oil sup-
ply to.support the provision of Qil Fuel domestica[ly.

Article 58

The regulating, implementation, and supervision .

over Strategic Oil Deposit will be further stipulated by
the Minister,

‘ - CHAPTER IX
NATIONAL OIL FUEL RESERVE
Article 59
(1)The Minister shall stipulate policy on quantity and type
of National Oil Fuel Reserve.

(Z)Type of the Natlonai Oil Fuel Reserve, as referred to
in paragraph (1), must meet the standard and guality
as determined by the Minister.

(3)The Minister may appoint a Corporate Body being
holder of Processrng Busmess License, Corporate Body
bemg loldér of Storage Business License, and Corpo-
rate ‘Body being holder of Trading Business License
producing and/or yielding type of Oil Fuel, as referred
to in paragraph (2), to provide National Qil Fuel Re-
serve.’ |

(4)The National Oil Fuel Reserve of ‘each of the Corpo-

rate Bodies, as referred to in paragraph (3), will be
ruled and stipulated by the Regulating Agericy.

(5)Supervision over the provision of National Qil Fuel
" Reserve, as referred to in paragraph (4), shall be ex-
ecuted by the Regulating Agency.

Article 60
(1)The National Qil Fuel Reserve, as referred to in Ar-
ticle 59 paragraph (1), shall only be utilized upon Scar-
city of Oil Fuel which will b regulated and stipulated
by the Regulating Agency.

~ (2)In ¢ase that Scarcity of Oil Fuel has been solved, the

National Qil Fuel Reserve shall be returned to the origi-
nal condition.

Article 61

'(1)The appointed Corporate Body, as referred to in Ar-

ticle 59 paragraph (3), must report the condition of
Oil Fuel as part of the National Oil Fuel Reserve con-
sisting of location, quantity, and type of which to the
Regulating Agency with a carbon copy submitted to
the Minister every month.



(2)In case that'the Corporate Body does not fulfil the
National Oil: Fuel Reserve when needed, as set forth
in article 59 paragraph (3), the Minister may impose
administrative sanction and/or monetary charge on
the Corporate Body according to recommendation of
the Regulating Agency,

 CHAPTER X
STANDARD AND -QUALITY
Article 62
(1) The Minister shall determine type, standard, and qual-

ity of Oil Fuel, Gas Fuel, Other Fuels, and/or Process-

ing Output in the form of finished products that will
be marketed domesticaily.

(2)The standard and quality of Of Fuel, Gas Fuel, and/
or Processing Output marketed domesticaily must
comply with the standard and quality as determined
by the Minister as referred to in paragraph (1). o

(3)In determining the standard and quality, as referred
to'in paragraph (1}, the Minister must observe tech-
nological development, capacity of _producér,
cansumer’s financial condition and need, waork safety
and health, and environmental treatment.

Article 63
{1YA Corporate Body operating Processing business which
produces Qil Fuel, Gas Fuel, and/or Processing Out-
put must have an accredited laboratory to vperform
test into quality of processing output according to the
standard and quality as determined by the Minister.

(2)The Corporate Body operating Storage business which
does blending to produce Gil Fuel and/or Processing
Qutput shail provide facility of testing into quality of
blending output according to the standard and qual-
ity as determined by the Minister.

(3)In case that the Corporate Body, as referred to in
paragraph (2), is unable to provide a self-owned labo-
ratory, it may utilize the facility of an accredited labo-
ratory owned by another party.

. Article 64
(1)Oll Fuel, Gas Fuel, andfor Processing Output in the

form of finished products which are imported or di-
rectly marketed domesticalty must comply with the
standard and quality as determined by the Minister.

(2)On Oil Fuel, Gas Fuel, and/or Processing Output which -
will be exported, the standard and quality of which
may be determined by producer at consumers re-
quest. .

(3)0On COff Fuel, Gas Fuel, and/or Processing Output with
special demand, the standard and quality of which
rmay be determined and must be reported to the Min-
jster.

Article 65
The Minister shall regulate and stipulate proce-
dure of supervision over standard and guality of Qil Fuel,
Gas Fuel, Other Fuels, and/or Pro_cessi.ng Output mar-
keted domestically as set forth in Aftide_ 62 parag'raph
(1}.

CHAPTER XI
AVAILABILITY AND DISTRIBUTION OF CERTAIN
TYPES OF OIL FUEL
Article 66
(3)To guarantee the availability and distribution of cer-
tain types of Ol Fuel, Trading Business shall be oper-
ated based on a fair, healthy, and transparent compe-
tition, which, in practice, is implemented gradually.

(2)The gradual implementation, as referred to in para-
graph (1), will be stipulated in a Presidentis| Decree.

(3)The Presidential Decree, as referred to in paragraph
(2), shall set forth' provisions on certain types of Oil
Fuel, selling plan, and export and import of Qit Fuel.

(4)In case that the operation of the trading business, as
meant in paragraph (1), has not achieved a fair,
healthy, and transparent corﬁpeﬁﬁoh, rules on 'p'rovi—
sion and distribution of certain types of Qif Fuel will
be applied..

(5)The rules, as meant.in paragraph (4), shall only be
applicable for Corporate Bodies being holders of
Wholesale Trading Business License for Oil Fuel.” -



Article 67
(1)The Minister shall designate Area of Trading of cer-
tain types of Oil Fuel domestically.

(2)The Trading Area for certain types of Oil Fuel, as re-
ferred to in paragraph {1) includes Area of-T_rading,df
Qil Fuel which market mechanism has been effective,
Area of Trading of Oil Fuel which market mechanism
has not been effective, and Area of Trading of Cil
Fuel in Remdte Areas. -

(3)The Reguiating Agency shall give consideration.to the
Minister in relation to the designation of Area of Trad-
ing of certain types of Oil Fuel, as meant in para-
graph (1).

Article 68

(1)The Regulating Agency shall designate Trade distri-
bution area for certain types of Oil Fuel for Corporate -
Bodies being holders of Trading Business License in--

cluding the procedure of which.

(2)The Regulating Agency shall determine joint utiliza-
tion of transportation and storage facilities including
-its supporting facilities in the provision and distribu-
tion of certain types of Oil Fuel, particularly in areas
which market mechanism has not been effective and
in Remote Areas.

(3)If necessary, in Areas of Trading of certain types of
- Oil Fuel which have not been and/or are unable to
establish fair, healthy, and transparent competition
mechanism, the Gavernment may determine the limit

of retail prices for certain types of Oil Fuel.

(4)The retail prices of certain types of Qil Fuel, as re-
ferred to in paragraph (3), consist of price at Whaole-
“sale 'levéﬁ' plus cost of distribution, retailer's margin,
and tax. ' '

{5)The Government shall determine limit of the price, as
referred to in paragraph (3), based on input of the
Regulating Agency according to calcufation of its eco-
nomic value. o '

Article 69
(1}A Corporate Body being holder of Wholesale Trading
Business License -which operates trading of certain
types of Oil Fuel to transportation users, must give
an opportunity tothe distributor appointed by the Cor-
poraté Body through selection process.

(2)The distributor, as referred to in paragraph (1) in-
cludes cooperatives, small enterprises, and/or national
private enterprises integrated with the Corporate Body
based on an association contract.

(3)The distributor, as meant in paragraph (2), may only
distribute certain types of Oil Fuel'with the trademark
used or owned by Corporate Body as holder of Whole-
sale Trading Business License.

{4) The distributor, as meant in paragraph (2), must ob-
tain the licenses in accordance with the laws in force.

(5)The Corporate Body must submit report to the Regu-
lating Agency with a carbon copy to the Minister re- .
garding appointment of the distributor, as referred to
in paragraphs (1), (2), and (3)..

~ Article 70
(1)A Corporate Body being holder of Wholesale Trading
Business License which operates business of Trading
of Oil Fuel in the form of kerosene for household and/
or smali enterprises must do it through a distributor
appointed by the Corporate Body through- selection
process.

(2)The distributor, as referred to in paragraph (1), in-
cludes cooperatives, small enterprise, and/or national
private enterprise integrated with the Corporate Body

“based on an association contract.

(3)The distributor, as referred to in paragraph (2), may
only distribute Oil Fuel in the form of kerosene with
trademark used or owned by the Corporate Body as
holder of Wholesale Trading Business License.

(4)The distributor, as referred to in paragraph (2), must
obtain the licenses in accordance with the laws in
force,



(5)The-distributor; as meant in paragraph (2), may only
distribute to household users and/or small enterprises
and may not distribute to other users.

(6)The Corporate Body must submit report to the Regu-
lating-Agency with a carbon copy to the Minister re-
garding appointment, of the distributor as referred to
in paragraphs (1), (2), and (3).

Article 71

(1}In the framework of supporting of business of Trad-
ing of certain types of Qil Fuel operated by distributor
and Corporate Body being holder of Wholesale Trad-
ing Business License, the use of transportations owned
by cooperatives, small enterprises, and/or national
private enterprises through selection process, must
be prioritised.

('2)The,transportation business, as referred to in:para-

graph (1), must be operated integrally with the Cor-
porate Body pursuant to an association contract.

(3)The transportation business, as referred-to in para-
graph (1), must obtain the licenses in accordance with
the laws in force. ’

LHAPTER XII-
PRICES OF OIL FUEL AND GAS
Article 72
{1)Prices of Oil.Fuel and Gas, except Gas for household
and small consumers, shall be assigned to a fair,
- healthy, and transparent competition.

(2)Price. of Gas for household and small consumers;: as

referred to in paragraph (1), shall be ruled and stipu-

lated by the Regulating Agency according to techniz
cal and economic aspects of the provision of Gas and
price policy determined by the Government.

(3) The Regulating Agency shall- perform supervision over
prices of Qil Fuel and Gas, as referred to in. para-
graphs (1) and (2).

Article 73
- ‘Retail price of Oil. Fuel domestically: conisists of

price at the level of Corporate Body being holder of Whole-
sale Trading Business License plus cost of distribution,
retailer’s -margin; and tax.

_ Article 74
Tax, as referred to in-Article 73, shalt be imposed
pursuant to the laws in force.

CHAPTER XIiI
DISTRIBUTION .OF OIL FUEL TO REMOTE AREAS
Article 75
The Minister shall issue policy for Remote Areas
based on [ocation, market establishment preparedness;
and strategic value of the area concerned according to
the consideration of the Regulating Agency.

Article 76 _
(1)The distribution. of Oil Fuel to Remote Areas will -be
further ruted and stipulated by the Regulating Agency.

(2)In the distribution of Oil Fuel to Remote Areas, as
referred to in paragraph (1), the Corporate Body may
cooperate with Regional Enterprises, cooperatives,
small enterprises, and/or national corporate bodies,
which have had distribution network in Remote Areas
in accordance with technical and economic aspects.

(3)Qil Fuel that must be distributed to Remote Areas, as .
referred to in paragraph_,'('l), is in the form of gaso-
line, diesel fue!, and kerosene adjusted to the needs
of the respective areas.

CHAPTER XIV_
WORK SAFETY AND HEALTH,
ENVIRONMENTAL TREATMENT, AND DEVELOPMENT
OF LOCAL SOCIETY
Article 77

Corporate Bodies operating Processing, Trans-
portation, Storage, and Trading Businesses must guar-
antee and comply with provisions regarding work safety

-and health, environmental treatment, and development

of local society.

Article 78
Provisions regarding work safety and health,



environmental treatment, and development of local so-

ciety, as referred to in Article 77,.in Processing, Trans- -
portation, Storage, and Trading businesses wiil be ruted. .

pursuant to the laws in force.

Article 79

(1)Corporate Bodies, in operating Processing, Transpor- -

tation, Storage, and Trading businesses shall be re-

~ sponsible for development of the environment and
local saciety in the framework of entering into rela-
tionship with the surrounding society.

(2)Responsibility of Corporate Bodies in developing the
envirsnment and local society, as referred to in para-
graph (1), means participation in developing and uti-
lizing potentiality of local society, among other things,
by employing workers in certain quantity and quality
in accordance with the fequired competence and im-
proving residential environment of the society to cre-
ate harmony between the Corporate Bodies and the
surrounding society.

o Article 80
{1)Development of the environment and local society by
the Corporate Body shall be implemented in coordi-
nation with the Régional Government.

(2)Development of the environment and local society,
as referred to in paragraph (1), shall be prioritised for
saciety around area of operation.

CHAPTER XV
UTILIZATION OF LOCAL GOODS, SERVICES, AND
ENGINEERING AND DESIGN CAPACITY
~ AND EMPLOYMENT OF WORKERS
Article 81

The utilization of goods and tools in Downstream
Business must fulfil the applicable standard pursuant to
the laws in force. | -

Article 82

{1)A Corporate Body operating Downstream Business

must prioritise the utilization of local goods, tools,
services, technology, and engipeering and design ca-
pacity transparently. and competitively.

(2)The prioritising of utilization of jocal goods, tools,
services, technology, and engineering and design ca-
pacity, as meant in paragraph (1), shall be imple-
mented if those goods, tools, services, technology,
and engineering and design capacity have been yielded
or available domestically and have complied with.qual-
ity, time of delivery,-and competitive price.

Article 83
(1)In fulfilling the need for workers, a Corporate Body
operaling Downstream Business ‘must prioritise the
employment of Indonesian workers in observation of
utilization. of local workers according to the required
standard of competence.

(2)A Corporate:Body operating Downstream Business
may employ foreign workers for certain occupations
and expertise which have not been able to be fulfilled
by Indonesian workers according to the required oc-
cupational competence.

(3)Procedure on employment of foreign workers, as re-
ferred to in'paragraph (2), shall be implemented pur-
stant to the [aws in force.

Article 84
Provisions regarding employment relation, ém-
ployment protection, -and terms and delivery of part of
work to another party will be ruled pursuant to the labor
laws in foree.

Article 85
To improve the capacity of Indonesian workers
to be able to meet standard of competence and occupa-
tional qualifications, Corporate Bodies must arrange de-
velopment and educational & training programs for In-
donesian workers.

Atticle 86
The development and improvement of capacity
of Indonesian workers shall be implemented pursuant to

- the laws in force.

CHAPTER XVI
DEVELOPMENT AND SUPERVISION



Article 87
The Minister- shall implement development and
supervision over the operation of Processing, Trén'spor—
tation, Storage, and Trading businesses pursuant'to this
Government Regulation.

Article 88
Supervision relating to the provision and distri-
bution of Oll Fuel and transpartation of Gas By Pipe shail
be executed by the Regulating Agency.

" Article 89
(1)Provisions on development and supervision, as re-
ferred to in Article 87, will be further stipulated by the
Minister.

(2)Provisions on supervision, as referred t6 in Article 88,
will be further stipulated by the Regulating Agency.

CHAPTER XVII
SANCTIONS
Article 90
(1)The Minister shall deliver written reminder to a Cor-
porate Body which breaches one of the terms of the
Processing Business License, Transportatlon Business
License, Storage Busmess License andfor Trading
Business License issued by the M1n|ster :

(2)In case that the Corporate Body, after receiving writ-
ten reminder, as r_ei’erred to in paragraph (1), still re-
peats such breaches, the Minister may postpone the
Processing, Transportation, Storage, and/or Trading
businesses.

(3)In case that the Corporate Body does not Comply with
the requirements as stipulated by the Minister during
the period of postponement, as referred to in para-
graph (2), the Minister may freeze the Processing,
Transportation, Storage; and/or Trading businesses.

-(4)The Regulating Agency shall determine and impose
sanction relating to breaches of Privilege relating to

the business of transportation of Gas by pipe.

(5)The Regulating Agency shall determine and impose

sanction relating to ‘breaches of ‘obligations of the
Corporate ‘Body in the provision and- distribution of
Qil Fuel.

(6)The sanctions, as referred to in paragraphs (4) and
(5), are in the form of written reminder, monetary
charge, postponement, freeze, and annulment of
Rights in the provision and distribution of Oil Fuel
and annulment of Privilege in transportation of Gas

_ by pipe.

_(7)Prov15|ons regardlng tmposntlon of sanctlons -as re-

ferred to in paragraph (6), will be further stlpulated
by .t,he.Regufatlng Agent_:y :

. Article 91
(1)In case that after the imposition of written reminder,
postponement, and freeze of business, as referred to
in Article 90, the Corporate Body will be given an
opportunity to recovér .the breaches or to fulfil the
requirements within a. period -of not later than 60
(sixty) days since the decision on freeze of business.

(2)}In case that after expiration of the 60(sixty)-day pe-
riod,' as meant in-paragraph (1), the Corporate Body
has not recovered the breaches and has not fulfilled

‘the requirements, theMinister may nullify the Busi-
ness Licenses concerned.

Article 92

The Minister may impose written reminder, post-
ponement, freeze of business, and nullification of Busi-
ness Licenses to Corporate Bodies committing breaches,
as set forth in Article 90,

Article 93
‘ AII damages arising as a result of .delivery of
written reminder, mon_ej:ary_.char_ge, postponement, freeze
of business, and nullification of Business Licenses, as set
forth in Articles 90, 91, and 92, shall be borne by the
respective Corporate Bodies.

Article 94
(1)Every person or Corporate Body opera_ting Processing,



Transportation, Storage, and/or Trading Businesses

without the Licenses, as meant in Article 12, will be
penalized pursuant to laws on Qil and Gas.

(Z)Every person who. duplicate or falsify Qil Fuel, Gas
FueI,IProcessing Output, andfor Other Fuels, will be
penalized with imprisonment of maximum 6 (six) years
and monetary. charge of maximum Rp.
60.000.000.000,00 (sixty billion Rupiah).

(3)Every person or Corporate Body misusing Transpor-
tation and/or Trading of Oil Fuel subsidized by the
Governiment will be penalized with imptisonment of

“maximum 6 (six) years and m‘o'netary charge of maxi-
mum Rp. 60.000.000.000,00 (sixty billion Rupiah).

CHAPTER XVIII
OTHER PROVISIONS
‘Article 95
On Processing, Transportation; Storage; and
Trading businesses related to Downstream Business, the
Corporate Body must use the measurement systern as
determined by the Minister.

Article 96
(1)In case of Scarcity of Oil Fuel resulting in security
disturbance and/or Force Majeure, the Minister will
take the necessary actions to solve this problem.

(2)In times where prices of Oil Fuel and Gas Fuel (in the
form of LPG) are unstable or fluctuate causing very
heavy burden to consumers, the Government may
take actions to stabilize prices in observance of inter-
ests of users, consumers, and Corporate Bodies.

Articie 97
Every person or corporate body who has known
the occurrence of or are - properly assumed to know about
breaches by Corporate Bodies i in relation to the enforce-
ment of the' Licenses as meant in Article 7 may submit
report, in writing, to the Regulatlng Agency

(Article.98
Procedure of submission. of the report, as referred
to in Article 97, will be further ruled and stipulated by the
Regulatmg Agency.

CHAPTER XIX
- CLOSING PROVISIONS
Article 99

Upon the enforcement of this Government Regu-
Iatlons all enforcement regulatlons regardlng Downstream
Business shall be deciared apphcable as Iong as those
regulations have not been amended and/or are not in
contradiction with this Government .Regulation.

Article 100
This Government Regulation shafl come into force
from the date of stipulation. ‘

For public cognisance, this Government Regula-
tion shall be enacted by placing it in the Statute Book of
the Republic of Indonesia.

St[pulated in-Jakarta
on October 14 2004
PRESIDENT OF THE REPUBLIC OF INDONESIA
Sgd
MEGAWATI SOEKATNOPUTRI

Enacted in Jakarta
On October 14, 2004
STATE SECRETARY THE REPUBLIC OF INDONESIA
Sgd
BAMBANG KESOWO

ST ATUTE BOOK OF THE REPUBLIC OF INDONESIA OF
2004 NO. 124



- ELUCIDATION
OF
GOVERNMENT REGULATION
NO. 36/2004
ON’
(OIL AND GAS DOWNSTREAM BUSINESS

GENERAL
taw No. 22/2001 on Oit and Gas which was rati-

fied and enacted on 23 November 2001 is a historical .
point in giving a legal base for steps of renewal and re-

- arrangement of Oil and Gas Businesses consisting of
Upstream and Downstream Businesses.

Downstream Business is demanded to be more.

capable to support the sustainability of national devel-
opment in the framework of improvement of prosperity

" and welfare of the people. The operation of Oil-and Gas -

Downstream- Business is intended, among other. things,

to support and improife the national capacity-to be more .
capable to compete, to create . employment .opportuni- .

ties, to:repair the environment, and to lmprove people S
welfare and prospenty
In‘the framework of creating of an independent,

reliable; transparent; competitive, efficient Oil and Gas

Downstream Business based on-the point of view of en-

vironmental function Hconservation .and encouraging -of

improvement of national potentiality and role, a legal
base is necessary for the Downstream Business consist-

ing of Processing, Transportation, Storage, and Trading.

businesses according to the mechanism of fair, healthy;
and transparent competition.

Based on the need for legal base for the opera-
tion of Downstream Business, rules in a Government

Regulation are required in observance of the impact that,
may possibly arise.. This Government Regulation rules

about Oil and Gas Downstream Business, which, among
other things, includes regulations on development and
supervision, grant of Business License, Processing, Tra ns-
portation (including Transportation of Gas by Pipe), Stor-
age and Trading, Strategic Oil Deposit, National Oif Fuel
Reserve, Standard and Quality, Availability and Distribu-
tion of certain types of Oil Fuel, Prices of Qi Fuel and

Gas Distribution of Ol Fuel to Remote Areas, Work Safety
and Health, Enwronmental Treatment, Development of
Local Soaety, Utihzatlon of Local Goods and Serwces-?
Domestlc Englneermg & Des;gn Capacnty, Utlluzat;on of
Workers and Sanctions in relation to Downstream. Busi-
ness.

ARTICLE BY ARTICLE

Article 1
Sufficiently .clear.

Article 2

. Downstream Business shall be operated with
Business License which shall ofly be granted to Corpo-
rate Bodies after-meeting-of the necessary administra- -
tive and technical requirements.

Corporate Bodies operatirig-Upstream Business
shall not operate Downstream. Business and Corporate
Bodies managing. Downstream Business shall not oper-
ate Upstream Business, except by establishing an mde-
pendent. corporate body or Holding Company.

Article 3
- sufficiently clear.

Article 4
Paragraphs a up to h
Sufficiently clear.

Paragraph i

*Certain Types of Oil Fuel” include, amongst oth-
ers, Gasoline, Diese! Fuel, Kerosene, and/or other types
of Qil Fuel. - '

Paragraphs j up to |
~ Sufficiently: clear.

Articles 5 up to 7
Sufficiently clear.

Article 8 -
Paragraph (1}



Clauses a up to ¢
' Sufficiently clear.

Clause d

“The Regulating and Determining” are intended
so that the Corporate Body will give an opportunity for
joint utitization and the Regulating Agency must observe
and consider technical and economic aspects so that the
operation.of the Corporate. Body having and/or control-
ling. facilities of storage and transportation of Oil Fuel
will be undisturbed.
Clause e

“Contrlbutlon" means an amount. that.must be
paid by the Corporate Bodies providing and distributing
Oil Fuel.
Clause f

Sufficiently clear.

Paragraph (2)

Decree issued by the Lower Court of Central.
Jakarta as an institution -authorized to. settle disputes .
handled by the Regulating Agency is because the Regu- .

lating Agency, at present; only exists in Jakarta

Article 9.
Paragraph (1):
Clauses a and b
Sufficiently clear.
Clause ¢
So that it will not harm .and burden Corporate
Bodies and consumers, in determining the Tariff, the Regu-

lating Agency must observe the interests of Gas owners,

pipe owners, and consumers.
Clause d

The designated price of Gas shall only be appli-

cable for household and small consumers utilizing Gas
with a certain scale of consumption.-
Clause e -

Sufficiently clear.
Clause f

“Contribution” means an amount that must be
paid by Corporate Bodies Transporting Gas by Plpe
Clause g

Suffi ctently clear.

Paragraph (2)
Decree issued by the Lower Court of Central
Jakarta as an institution authorized to settle. disputes

‘handled by the Regulating Agency is because the Regu-

lating Agency, at present, only. exists in Jakarta.

Article 10
Paragraphs (1) and (2)
Sufficiently clear.

Paragraph (3)

"“The giving of opinion, in writing”
cludes, amongst others breaches committed by the Cor-
porate Body, mpact/analysus frorh techinical and‘economic
points of view, and proposal on sanctions that will be
imposed. '

Article 1'I_and 12°
Sufficiently ‘clear.”

Article 13
Paragraph'(i)-
Sufficiently clear.

Pa'r’égfé’ph (2)

““"The assignment of authority of grant of Busj
ness Licénse for certainbusinesses” is intended to en-
able business pefformers and in the framework of effi- -
ciency-to prevent high-cost: econdmy and in“observance
with the capaaty and capability of business performers
including 'in‘ dbservance of ownership - of ‘stocks by for-
eign parties and/or utilization' of investment facility.: This
authority may be assigned to the Regional Government,
related institution, and/or certain agency which duty and
responsibility are in investment affairs,

Article 14
Paragraph (1)
Clause a

Sufficiently clear.
Clause b

A Corporate Body operating Transportation of Gas
by Pipe shail manage its business based on unbundting
business system and. may only be-given a certain Trans-
mission Segment-and/or Distribution Network Area. This
is to encourage a fair and. healthy competition and to
improve efficiency in the utilization of infrastructure and
quality of service.
Clause ¢

Sufficiently clear.



Clause d

A Corporate Body Trading Gas by Pipe shall man-
age its business based on unbundling business system
and may only. be given a certain Distribution Network
Area. This is to encourage a fair and healthy. competition
and to improve efficiency in the utilization of infrastruc-
ture and quality of service. The division of Trading area
shall be done according to technical, economic; security,
. and safety aspects.

Paragraphs (2) and (3)
B _Sufﬁciéntly tlear.

Article 15
Paragraph (1)
Sufficiently clear.

Paragraph (2)

The terms and guidelines for the implementa-
tion of Business License will be stipuiated .in a Ministerial
Decree, which, among other things, contains:

a. Deed of establishment and its amendments which have

been ratified by the authorized institution;

Company profile;

Taxpayer's Register Number (NPWP);

Company Registration Certificate (TDP); .

Certificate of domicile; '

Statement on Source of Funding;

Written Statement on commitment to fuifil operational

safety and heaith and environmental treatmeht;

h. Written Statement on commitment to fuilfil obligations
pursuant to the laws in force;

i. Approval from the Regional Government on location
requiring construction of facilities and means.

L P o

Article 16
Paragraph (1)

“Secondary To Its Processing Business” means
that the Corporate Body, in operating: Transportation,
Storage, and/or Trading businesses which are construed
as secondary and directly relatgd to its Processing busi-
ness and is not intended to acquire gain and/or profit.

Paragraphs (2) and (3)
Sufficiently clear.

Articles 17 up to.22-
Sufficiently clear.

Article 23
Paragraph (1)
Sufficiently clear.

Paragraph (2)

~ “Technical Aspect” means that a Processing fa-
cility with exceeding capacity may be utilized by another
party without disturbing the- operation of the facility’s
owner. '

And, “Economic Aspect” means that the other
party who will utilize the Storage facility must consider
economic interest of the facility owner, among other
things, the rate of return.

Article 24
Sufficiently clear.

Article 25
Based on ‘this provision, for-lubricant shall be

applied the laws in force setting forth that the grant of

license to blend lubricant and/or processing of used fu-
bricant shall be granted by the minister for industrial af-
fairs after obtaining written consideration from the Min-
ister. And, the designation of standard and quality of tu-
bricant and development and supervision of which shall
be implemented by the Minister.

Article 26

“Transportation Business License from the Min-
ister” is a License granted by the Minister to:a Corporaté
Body to transportt, channel, and/or distribute Oil, Gas,
Oil Fuel, Ga$ Fuel, othér Fuels, and/or Processing Qut-
put by land, water, and/or air including Transportation of
Gas by Pipe for commercial purpose considering that those
commodities are strategic and vital and have a direct
impact on the interest of the society at large. The re-
spective Corparate Body ‘is still obliged to complete its
licenses pursuant to the laws on transporttation affairs.

Articles 27 and 28
Sufficiently clear.

Article-29
Transportation which may be operated by



cooperatives, small enterprises, and/or national private
enterprises by means of land transportation, except train,
with the purpose to empower the capacity. of coopera-

tives, small enterprises, and/or national private enter-

prises to take part in the transportation of il Fuel to
retailers which appointment shall be done by the Corpo-
rate Body through selection. process. The selection and
the determining of criteria of national private enterprise

shall be implemented based. on national, local, or indi-
vidual company with a total ownership:of domestic capi-
tal or stocks of 100% (one. hundred percent).

Article 30
Sufficiently clear.-

Article 31
Paragraph (1)

“Technical Aspect” means that facility of Trans-
portation of Gas by Pipe with an exceeding capacity may
be utilized by another party without disturbing the op-
eration of the facility’s owner.

And, “Economic Aspect” means that the other
party who will utilize the facility of Transportation of Gas
by Pipe must consider economic int_erest of the facility's
owner, among other things, the rate of return.

Paragraphs.(2) and {3)
Sufficiently clear.

Articles 32 up to 39
Sufficiently clear.

-Article 40
Paragraph (1) _
“Technical Aspect” means that facility of Storage

. with an exceeding capacity may be uti!_fzed by another
party without disturbing operation of the.facility’s owner.
And, “Economic Aspect” means that the other party who
will utilize the Storage facility must consider economic
interest of the facility’s owner, amongst others, the rate
of return. N

Paragraphs (2) and (3)
Sufficiently clear.

Articles 41 and 42
Sufficiently clear.

Article 43

The obligation to obtain Business License is also
applicable for Corporate Bodies appointed to sell part of
Oil and Gas owned by the Government which is.hot sec-
ondary to Upstream Business and.-is not related to Asso-
ciation Contract:

Article 44
Paragraphs a and'b.
Sufficiently clear.

Paragraph ¢

“Selling Price of Oil Fuel at a Fair Rate” means
the selling price of Ol Fuel according to its economic
value by considering fair gain for the Corporate Body
and shall not burden consumers. o

Paragraphs d up to g
Sufficiently clear.

Article 45 7
Sufficiently clear.

Article 46
Paragraph (1)

Business License must be possessed by a Cor-
porate Body operating Trading Business and not having
Trading facifity and means. Requirements to obtain Trad-
ing Business License shall be differentiated with require-
ments Lo obtain Wholesale Trading Business License hav-
ing Trading facility and means.

Paragraph (2)
Sufficiently clear.

Article 47
Paragraph (1)
Sufficiently clear.

Paragraph (2) _

“Determine the Minimum Capacity” means the
minimum storage facility that_' must be provided by the
Corporate Body for its_operatiqn according to the required
minimum capacityfor_facili'ty of storage of Oil Fuel.

'Paragraphs (3)and (4)

Sufficiently clear.



Article 48
Paragraphs {1) up to (4).
Sufficiently clear.,

Paragraph {5)

The Responsibility for Standard and Quality shall
not only be imposed on Corporate Bodies being holders
of Wholesale Trading Business License, but is the joint
responsibility of distributor up to consumer [evel.

Paragraph (6)
Sufficiently clear.

Article 49
Paragraphs (1) up to (3)
Sufficiently clear.

Paragraph (4) _ o
“Operation by Cooperatives, Small.Enterprises,
and/or National Private Enterprises” means that the op-
eration shall be based on selection and shall be inte-
grated with a Corporate Body.opefating Wholesale busi-
ness and possessing Wholesale Trading Business License.

Paragraph (5)
Sufficiently clear,

Articles 50 up to 55
Sufficiently clear.

Article 56
Paragraph (1)
Sufficiently clear.

Paragraph (2)

“The Obligation to Provide Strategic Oil Deposit”
may only be assigned or obliged to Corporate Bodies
operating Processing' business and having and/or con-
trolling facility and means of refinery.

Paragraphs (3) and (4)
Sufficiently clear.

Articles 57 and 58
Suffictently clear.

Article 59
Paragraph (1)

“Type of National Oil Fuel” means Qil Fuel which
is always available in certain quanttty and type and may
be-utilized at any time,: and if it is . unava[iable and/or
delayed to he utilized, will cause dlsturbance and very
much affect the national economy.

Paragraphs (2) up to (5)
Sufficiently clear.

Articles 60 up to 64
Sufficiently clear.

Article 65

_ According to society’s need, work safety and
health, environmental treatment, and protection of con-
sumers of Oil Fuel, Gas Fuel, Other Fuels, and/or Pro-
cessing Output, the Government, through the Minister,

_shall rule and determine the standard and quality of the

foregoing including procedure of supervision of which.
The Minister, in determining the standard and quality,

shall. also observe deve[opment of machme technology
and mtematlonal standard and quality.

Article 66
Paragraph (1)
Sufficiently clear.

Paragraph (2)

“Gradual Implementation” means rules on ar-
rangement of stages relating to the Tradmg of certain
types of Oil Fuel which includes Corporate Body s selling

plan based on yearly need of each Area of Tradlng of Oil

Fuel and mechamsm of a55|gnment of right to sei! to
another Corporate’ Body and rules on procedure of ex-
port and import including recommendation of which in
observance of interest of the consumers society. '

Paragraph (3)
“Selling Plan” means the quantity of certain types

of Oil Fuel submitted to be managed by a Corporate Body

in the provision and distribution of Oil Fuel in the Area of
Trading of certain types of Qil Fuel and to obtain decree
and approval of the Regulating Agency.

Paragraphs (4) and (5)
Sufficiently clear.



Article 67
Paragraph (1) _

~ “Area of Trading of Oil Fuel” means a specific
area based on geograptiic borders given to'a Corporate
Body being holder of Wholesale Trading of Oil Fuel: to
provide and distribute certain types of Qil Fuel.

Paragraph (2)

' The division of Area of Tradlng of certain types
of Oil Fuel shall be determined based on heed, location,
market establishment preparedness and strategic value
of the respective Area.

Paragraph (3)
Sufﬁciently Clear.

Articles 68 up to 71
Sufficiently clear.

Article 72
Paragraph (1)

Prices of Gas Fuel in the form of LPG shall be
assngned to market mechanism after the avallablllty of
competition/establishment in LPG market or there are at
least 2 (two) Corporate Bodies/business performers Trad-
ing LPG.

Paragraph (2)
Sufficiently clear,

Paragraph (3)

Supervision over selling prices of Qil Fuel and
Gas shall be based on fair prices, prices according to
economic value by considering fair gain for the Corpo-
rate Body and shall not burden consumers.

Articles 73 up to 81
Sufficiently clear.

Article 82
Paragraph (1)
In prioritising the utilization of local goods and

services, technical requirements, quality, timely delivery,
and price must be considered.

Paragraph (2)
Sufficiently clear,

Articles 83-up to 94
Sufficiently clear.

Article 95

"Determined by the Minister” means provisions
relating to planning, construction,'operatiéri, mainte-
nance, and technical inspection of measurement system.

Article 96
Paragraph (1)

“Actions of the Minister” are methods and/or
steps to solve Scarcity of Oil Fuel through release of
National Oil Fuel Reserve of the Corporate Bodies or
through increase of import of Oil Fuel by giving of facility
and incentive which implementation is coordinated with
the Regulating Agency.-

Paragraph (2)
“Actions of the Government” means methods or
steps to stabilize prices of Oil Fuel by determining of the

highest selling price jointly by the Minister and the re-

lated minister after consultation with the President.

Articles 97 up to 100
Sufficiently clear.
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