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Post-Operation Activities in
Upstream Oil-and-Gas
Business Activities

Contractors are required to reserve funds for the
implementation of Post-Operation Activities in
accordance with the estimated cost calculations

which have been set out in Post-Op Activities plans.

The Ministry of Energy and Mineral Resources (“Ministry”) recently issued Regulation No. 15 of 2018
on Post-Operation Activities in Upstream Oil-and-Gas Business Activities (“Regulation 15/2018"),
which is an implementation of Article 17 (4) of Government Regulation No. 79 of 2010 on
Recoverable Operational Costs and Income-Tax Treatment within the Upstream Oil-and-Gas Business
Sector, as amended by Government Regulation No. 27 of 2017*.

Regulation 15/2018 essentially serves as a set of guidelines for oil-and-gas contractors (“Contractors”)
as regards the implementation of mandatory post-operation activities within the upstream oil-and-gas
business sector (“Post-Op Activities”). Regulation 15/2018 specifically addresses the following

matters:

! For more information on this regulation, see ILB No. 3158
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1. Implementation of Post-Op Activities;
2. Funding for Post-Op Activities; and
3. Supervision.

However, this edition of Indonesian Legal Brief will exclude point (3) above from its discussion.

Previously, similar matters were regulated under Ministry Regulation No. 1 of 2011 on Technical
Guidelines for the Removal of Offshore Qil-and-Gas Installations (“Regulation 1/2011”). However, the
scope of Regulation 1/2011 was limited only to the disassembly activities for offshore oil-and-gas
installations.

Implementation of Post-Op Activities

Pursuant to Regulation 15/2018, Post-Op Activities consist of a series of activities which should be
undertaken either prior to or at the time that cooperation contracts end and encompass the following:
1) Disassembly of tools, installations and/or supporting facilities, including the permanent shut down
of wells; 2) Location restoration; and/or 3) Removal or termination of tools, installations and/or
facilities.?

Contractors are required to implement Post-Op Activities through the utilization of funds which have
been specifically allocated for said activities.® Post-Op Activities are to be executed in the following
stages:

1. Planning stage;
2. Initial stage; and
3. Implementation stage.

Planning Stage

During this stage, Contractors are required to submit their Post-Op Activity plans (“Plans”) to the Head
of the Special Taskforce for Upstream Oil-and-Gas Business Activities (Safuan Kerja Khusus
Pelaksanan Kegiatan Usaha Hulu Minyak dan Gas Bumi — “SKK Migas”) either within exploration or
exploitation stages.*

Within exploration stages, Plans must be submitted as a part of the relevant work and budgeting plan,
while within the exploitation stages, Plans must be submitted as a part of the relevant field-
development plans.®

2 Art. 1 (2), Regulation 15/2018.

3 Art. 2, Regulation 15/2018.

4 Art. 3 (1), Regulation 15/2018.

5 Art. 3 (2-3), Regulation 15/2018.
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Note that Plans must at least address the following matters:®

1. Identification of equipment, installations and/or facilities which will be disassembled, including
wells that will be permanently closed; and
2. Estimated calculation of the costs involved in the implementation of the relevant Post-Op Activities.

Initial Stage

Prior to implementing Post-Op Activities, Contractors are required to comply with several prerequisites,
as follows:’

. Disseminate the relevant Plans to the public and related institutions;

. Install safety signs around the area which is to be dismantled;

. Ensure that all infrastructure has been disconnected from the relevant installation;

. Ensure that all piping systems and other equipment are free from hazardous and toxic materials;
and

5. Ensure that the installation is free from hazardous and toxic material waste.

AW N =

Implementation Stage

During this stage, Contractors are required to submit proposals relating to the implementation of the
relevant Post-Op Activities (“Proposal”) along with the relevant approved Plans to the Director General
of Oil and Gas (“Director General”) via the head of SKK Migas.®

The Director General will establish a dedicated Evaluation Team for the purpose of evaluating the
Proposal, and this team will comprise of representatives drawn from the Directorate General of Oil and
Gas, SKK Migas and/or related institutions.’ The Evaluation Team is required to submit the results of
the relevant evaluation process to the Director General as part of the approval process, which should
be completed within 40 calendar days of receipt being taken of a completed Proposal from
Contractors.*®

Once a Proposal has been approved, a Contractor must immediately commence disassembly of the
relevant equipment, installations and/or facilities, including the permanent closure of wells and site
recovery after the disassembly and dismantling process has been completed.!* Contractors should
then report to the Director General within 30 calendar days of the completion date.'?

6 Art. 3 (4), Regulation 15/2018.
7 Art. 9, Regulation 15/2018.

8 Art. 6 (1), Regulation 15/2018.
9 Art. 6 (2), Regulation 15/2018.
10 Art. 6 (3), Regulation 15/2018.
1 Art. 7 (1), Regulation 15/2018.
12 Art. 7 (2), Regulation 15/2018.
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Note that when implementing any Post-Op Activities, Contractors are required to adhere to the
Indonesian National Standard (Standar Nasional Indonesia/SNI) and/or a valid international standard,
as set out in the relevant approved Plan.'?

Funding for Post-Op Activities

Contractors are required to reserve funds for the implementation of Post-Op Activities in accordance
with the estimated cost calculations which have been set out in Plans. Note that said funding reserves
must comply with the following rules:**

1. Funds for Post-Op Activities should be reserved in a gradual manner in accordance with the
relevant work plans and budgeting arrangements;

2. An initial deposit of funding reserved for Post-Op Activities must be made during the first year of
any commercial production stage; and

3. Two types of treatment are available for the reservation of reserve funding based on the relevant

type of cooperation contract, specifically:

a. For cost-recovery schemes: the funding reserves are to be calculated as recoverable operational
Costs; or

b. For gross-split schemes: the funding reserves are to be borne by Contractors and classified as
the deduction factor for the calculation of income tax, as it relates to any Contractor’'s income.

Regulation 15/2018 has been in force since 23 February 2018 and repeals and replaces Regulation
1/2011.%

13 Art. 10, Regulation 15/2018.
14 Arts. 11 (2) and 12, Regulation 15/2018.
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