ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services

	Chapter 3 (l) : Energy Services

	Section
	Improvements Implemented Since Last IAP


	Current Entry Requirements 
	Further Improvements Planned

	Operational Requirements


	-

	Oil and Gas

The Law number 22 of 2001 concerning oil and gas stipulates, among others :

· The monopoly of state owned oil and gas company (Pertamina) on upstream and downstream oil development has been removed.

· Pertamina’s monopoly on the distribution of petroleum products will be terminated within four years since 2001. 

· Foreign companies conducting business on oil and gas in Indonesia shall obtain a business license for trading.

· Foreign companies are allowed to participate in the exploration and exploitation of oil and gas fields under production sharing contracts (PSCs). 

The Law number 22 of 2001 has been followed by the enactment of:

· Government Regulation Number 42 of 2002 concerning the establishment of Executive Board of Oil and Gas Upstream Business Operations 

· Government Regulation Number 67 of 2002 concerning the establishment of Regulating Body of Oil Based Fuel Supply and Distribution and the business of Natural Gas Transportation by pipeline 

· Government Regulation Number 31 of 2003 concerning the change of the state owned oil and gas company (Pertamina) into the limited liability company

· Government Regulation Number 35 of 2004 concerning oil and gas upstream business activities
Oil and Gas

The Law number 22 of 2001 concerning Oil and Gas stipulates, among others:

· The monopoly of state-owned oil and gas company (Pertamina) on upstream and downstream business activity has been removed

· Companies conducting oil and gas downstream business activity in Indonesia shall obtain license from the Government of the Republic of Indonesia (Minister of Energy and Mineral Resources).

· Permanent Establishment (a business entity established and having legal status outside Indonesia) and Local Companies, including state-owned business entities, regional government-owned business entities, cooperatives, small companies and private business entities, are allowed to participate in the exploration and exploitation of oil and gas business activities under Production Sharing Contract (PSC) with Executing Body of Oi and Gas Upstream Business Activity (BPMIGAS).

· Permanent Establishment is not allowed to conduct oil and gas downstream business activity.

· All business entities under the Production Sharing Contract are obliged to fulfill the domestic demands of oil and/or gas at amount of 25% of its share of oil and/or gas at the amount of 25% of its share

The Law number 22 of 2001 has been followed by:

· Government Regulation number 42 of 2002 concerning the establishment of Executive Board of Oil and Gas Upstream Business Operations

· Government Regulation number 67 of 2002 concerning the Establishment of Regulating Body of Oil Based Fuel Supply and Distribution and the Business of Natural Gas Transportation by Pipeline

· Government Regulation number 31 of 2003 concerning the Change of the State Owned Oil and Gas Company (Pertamina) into the Limited Liability Company

· Government Regulation number 35 of 2004 concerning Oil and Gas Upstream Business Activities

· Government Regulation number 36 of 2004 concerning Oil and Gas Downstream Business Activities

Electricity 

Law number 20 of 2002 concerning Electricity has been issued.

The law functions as a basis and reference for implementation of electricity sector restructuring in order to be more efficient, transparent, and competitive business management.

· The electricity sector restructuring includes:

a. Industry restructuring

b. Introduction of competition

c. Tariff provision, cost recovery and subsidy

d. Rationalization and private participation expansion

e. Re-definition of the government role

· The Electricity Law number 20 of 2002 has been followed by Government Regulation number 53 of 2003 concerning Electricity Market Supervisory Agency

· With Ministerial Decree number 813.K/3D/MEM/2003, Government develop a blueprint for Indonesian Electricity Stakeholders.

· In preparing market competition, some codes have been made on market rules, namely: grid codes, distribution codes, tariff codes, procurement and tendering codes.

· Regarding the Independent Power Producer, measures taken are:

· Renegotiating 26 Independent Power Procedure (IPP)

· Maintaining the existing contract sanctity

· The guidance for selection of commissioners for independent electricity market supervisory body (Bapeptal)

· Law number 20 of 2002 concerning Electricity has been declared not legally binding by the Constitutional Court

· The Central and local government through state owned company, are legally responsible to supply electric power.

· The Law of Republic of Indonesia number 30 of 2007 regarding Energy has been in effective since August 10, 2007. Chapter 23 of the Law governs Energy Services as follows:

· Energy services may be only conducted by companies and individuals.

· Energy services reffered above should comply with energy services classification provisions

· Energy services classification is set to protect and provide first opportunity to domestic energy.

· Further provisions concerning energy services classification are governed by Government Regulations

· Energy services are conducted incompliance with the rules and regultions currently being enforced

	2 drafts of Government Regulations on oil and gas which are now being finalized:

· Government Regulation on Oil and Gas Safety Operation

· Government Regulation on Government Revenue from Oil and Gas Upstream Business

2 Government Regulation concerning Oil and Gas which are now being revised:

· Government Regulation No. 35 Year 2004 on Oil and Gas Upstream Business Activities
· Government Regulation No. 36 Year 2004 on Oil and Gas Downstream Business Activities
The draft of electricity law as recommended by the constitutional court is being prepared by government.

	Licensing and Qualification Requirements of Service Providers


	-
	Licensing is governed by the Law number 22 of 2001 concerning Oil and Gas
	-

	Foreign Entry


	-
	Foreign participation is governed by the Law number 22 of 2001 concerning Oil and Gas
	-

	Discriminatory Treatment/

MFN
	-
	-
	-


