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MedcoEnergi

The term “MedcoEnergi” in this 2013 Sustainability Report refers to PT Medco Energi International Tbk and all its subsidiary entities. MedcoEnergi focuses on the
integrated energy sector, mainly oil and gas exploration and production.

PT Medco Energi Internasional Tbk (the “Company”) is the holding company which is regulated under Indonesian Law, registered on the Indonesian Stock
Exchange and owns shares directly and/or indirectly in some of its subsidiary entities. A number of these subsidiary entities is established under Indonesian Law,
whilst others are established under country laws of the United States of America, Republic of Singapore, Libya, and the Sultanate of Oman.



"We believe the growth of
a sustainable business can
be achieved by integrating
the communities’ interests
IN our business activities."

This Sustainability Report provides an overview of
relevant data for the stakeholders with respect to the
environment, people, and finance. By communicating
MedcoEnergi's understanding and commitments, in
terms of sustainability and business correlation, the
stakeholders can comprehend how MedcoEnergi
meets the Company values, measure and manage
transformation as well as carry out improvements and
innovation.

This Sustainability Report has been prepared by PT ERM Indonesia (ERM) to inform MedcoEnergi's 2013
Sustainability Report. The report outlines MedcoEnergi efforts in terms of business sustainability according
to the GRI (Global Reporting Initiative) G4 Guidance.
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Executive
Summary

This Sustainability Report
presents MedcoEnergi efforts to
fulfill the principal requirements
and performance standards

of business and investment
sustainability, especially in the
environmental and social aspects.
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Message From The President Director

=
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"SUSTAINABLE GROWTH THROUGH INTEGRATING THE THREE
PILLARS OF SUSTAINABLE DEVELOPMENT, PEOPLE, PLANET, AND
PROFIT: MedcoEnergi’s Vision to be the energy company of choice for all key
stakeholders."

Our Vision is to be the energy company of choice for
all our stakeholders, consistently delivering the world
class competitive energy products and services.

MedcoEnergi’'s mission is to develop energy resource
potentials into profitable investment portfolios with
proper implementation. It is our task to bring this
mission into realization. As a result we focus on
environmental protection and preservation in addition
to the implementation of effective and sustainable
Corporate Social Responsibility (CSR) programs.

We are committed to providing energy for our society,

seeking to double our oil and gas production rate by
delivering successful major projects and acquisition,
growing reserves both organically and inorganically,
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whilst ensuring compliance with the highest Safety,
Health and Environmental (SHE) standards.

Through the integration of our three pillars (People,
Planet, and Profit) we are paving the direction of how
we grow our business over future years through

long term sustainable outcomes to generate greater
benefits for our Company and stakeholders as well as
for the communities located where we operate.

MedcoEnergi was founded in 1980 by Arifin Panigoro,
one of Indonesia's leading oil and gas businessmen,
as the first private national oil and gas drilling
company. Within three decades, the Company has
significantly grown and developed its business in the
area of oil and gas Exploration and Production (E&P),



Liquefied Petroleum Gas (LPG) production, trading,
high speed diesel storage and transportation, drilling
and rig services, electrical power generation, gas
transportation, and coal mining.

Since 2011, we have refocused the Company's core
competencies in the E&P business. This has resulted
in increased productivity in existing oil and gas assets,
as well as the on-going development of new major
projects.

We are continuing to seek new opportunities for the
growth through acquisitions focusing on substantial
production assets in Indonesia and overseas. Our aim
is to acquire assets with a long life span potential and
significant reserves that meet the required economic
benefits. Currently we have expanded our footprint
into Libya, Oman, United States of America, and
Yemen.

Driven by the Company'’s Vision we have developed
our company into one of Indonesia's business leaders
in the energy sector. We are viewed as a company
that complies beyond national regulations and have
gained recognition as pioneers in adhering to the
highest standards of Good Corporate Governance
(GCG) and business ethics. We also prioritize SHE and
the effective implementation of our CSR activities.

In addition, in 2013, we established a new division
(Integrated Social and Environmental Sustainability
(ISES)) with the main goal of promoting the integration
of our three sustainable development pillars.

MedcoEnergi has received several GCG awards
since 2005 and is always striving for continuous
improvement. All of our work is conducted in a
professional, ethical, open and innovative way

in accordance with our corporate values. These
values are at the core of MedcoEnergi’s corporate
culture and sustainability efforts. For example we
have implemented a policy whereby all employees
are required to comply with our GCG principles

and business ethics. Six years ago, MedcoEnergi
introduced a 'whistle-blowing' system to support this
policy. It is critical to our business that we monitor the
implementation of our corporate values and provide
assurance that our people are safe and secured in
their work environment, thus minimizing occupational
accidents, environmental impacts, and financial
losses.

Throughout this Report, we describe our efforts,
approach and improvements in managing our risks
and challenges. By referring to the Global Reporting
Initiative's (GRI) fourth generation (G4) Guidelines
we are able to provide greater visibility to our
stakeholders of the sustainability efforts across the
Company.

Finally, on behalf of our Board of Directors, | would
like to thank our stakeholders for their contributions
to the growth of our business which is supporting
MedcoEnergi’s Vision of becoming the energy
company of choice.

Warm greetings,

Lukman Mahfoedz
President Director & CEO
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About MedcoEnergl

MedcoEnergi continues to focus its business
on oil and gas E&P, capitalizing on three
decades of core competences.

Strategy of MedcoEnergi for 2013 is to:

e Strengthen the business portfolio of
production assets, including acquisitions;

* |ncrease the reserve life index through high-
grade exploration activities;

e Complete all Major Projects as planned; and

e Accelerate the growth of other energy
related assets (Non E&P) through strategic
partnerships.

In 2013, MedcoEnergi achieved main E&P
target despite the decline in oil production.
This was largely the result of the return of
two production assets, Lirik to the Indonesian
government and Sembakung to Pertamina.
Despite this MedcoEnergi has successfully
maintained a natural production decline rate

for MedcoEnergi mature fields of 20- 30% per
year to below 10% per year.

2013 Achievement Highlights:

Listed below are highlights of MedcoEnergi
achievements and awards in 2013 covering
operational, business, occupational health and
safety, and environmental performance.

21 Contract renegotiation of GSPA (Gas
Jan Sale and Purchase Agreement) with
PGN and Meppogen, increasing the
gas price in the range of US$6.5-7 /
MMBTU.



Asset swap with Salamander Energy
for the release of Bangkanai Block,
in return for additional participating
interests in the Simenggaris and
Bengara Blocks.

Establishment of the Joint Operating
Company "Nafusah Oil Operations" as
the operator for the development of
Area 47 Libya.

Signing of the Amendment ESC
(Energy Supply Contract) and JOC
(Joint Operating Contract) with PLN
and PGE respectively, for the Sarulla
geothermal project.

Received HSE Shield Award from
PDO Shell for achieving six million
man-hours without an accident for the
Karim Small Fields operation in Oman.

Signing of the financing agreement for
Senoro Upstream Project with Standard
Chartered Bank, Bank Mandiri, ANZ and
Natixis amounting to US$260 million.

Drilling of Matang-1 in Block A and Bajul
Besar in Simenggaris Block exploration
wells, with successful discoveries of
new gas reserves.

MEI (Medco Enhancement Initiatives)
Project completed to enhance
productivity, business process efficiency
and cost effectiveness, including
organisation restructuring.

Received Gold PROPER rating
for Rimau Block for the third
consecutive time (2011, 2012 and
2013).

Production of 630,000 tons of coal,
exceeding the target of 600,000 tons.

| PT Medco Energi Internasional Thk



Operation Areas

Papua New Guinea®

United Stated Libya Yemen Oman

® Fxploration Service Contract Development @ Production ® CBM Economic Participation

Major Project Highlights:

1. Senoro Upstream 3. Block A

Monetising of proven and probable gas
reserves of 2 Trillion Cubic Feet (TCF)

by developing gas production facilities
with a capacity of 310 Million Standard
Cubic Feet (MMSCF) per day. As of year-
end 2013, construction progress had
reached 55%. Construction works and
development well drilling continues in
2014. First gas supply is targeted for 4Q
2014.

. Donggi Senoro LNG

The construction work on the LNG
plant with JGC Corporation as the main
contractor commenced on 1 March
2011, by the end of 2013 construction
was 96.3% complete. The plant
construction is due to be completed by
the end of 2014.
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Monetising gas reserves by constructing
gas production facilities with a capacity
of 63 MMSCF per day of gas to supply
to a fertilizer plant. The Company
completed drilling of Matang — 1
exploratory well in May 2013. From

the Matang — 1 well testing results,

it is predicted that gas flow up to 25
MMSCF per day with a low H_S content
can be produced.

. Simenggaris

The Company has completed the
development of a gas production facility
with a capacity of 30 MMSCF per day.
The gas will be supplied to a power
generating plant through a mini LNG
project that will commence in 2014. The
drilling of Bajul Besar exploratory well



Block A ) Bengara Nunukan Tarakan
Rimau

Simenggaris

- 4 Senoro-Toili
South Muralim | Lematang Jeruk Bawean

Central Exploration
Sumatra Well

has been successfully completed, resulting
In a new gas reserve discovery.

. Rimau EOR (Enhanced Oil Recovery)
Chemical injection into the EOR pilot
project well has been performed since
2012 and has shown positive results
in increasing oil production. The use of
chemical injection EOR technology is
targeted to uplift additional volumes of oil
reserves to 64 MMBO. Discussions with
the Government are on-going for incentives
related to a full-scale EOR Rimau project
development.

. Sarulla Geothermal
Development of the geothermal power
plant of 3 x 110 MW capacity in North
Sumatra, representing the largest single
contract of geothermal project in the world
with the potential to be developed further
up to 1,000 MW. The total investment cost
amounts to US$1.6 billion. Project financing
totalling US$1.2 billion has been secured

from JBIC (Japan Bank for International
Cooperation), ADB (Asian Development
Bank), and a consortium of commercial
banks, the agreements of which were
signed on 28 March 2014.

. Area 47, Libya

MedcoEnergi formed a Joint Operating
Company (Nafusah Oil Operations B.V),
with the National Oil Corporation (NOC)
Libya and Libyan Investment Authority
(LIA) to develop Area 47. In 2013
Nafusah Qil Operations established the
organisation as well as the expertise
required for the project development. In
addition, preparation works for Front End
Engineering Design (FEED) have also
commenced, with a targeted completion
date and the selection of the Engineering,
Procurement, and Construction (EPC)
contractor in 2015.
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List of Stakeholders

MedcoEnergi has worked with a variety of stakeholders throughout 2013 from
contractors to government agencies. A summary is presented below.

Stakeholder Groups

Customers:
BP
Meppogen
Pertamina
Petro Diamond Company Ltd.
PLN Indralaya
PUSRI

Suppliers:
Halliburton
PT EON Chemicals Putra
PT Citra Tubindo
PT Tridaya Esa Pakarti
Schlumberger
Seamless Pipe Indonesia Jaya

Contractors:
Halliburton
PT Tripatra Engineering & Constructors
Samsung Engineering Company Ltd.
Schlumberger

Unions:

Labor Union of PT Medco E&P Indonesia
Labor Union of PT Medco Energi Internasional Thk
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Partners:
Pertamina
Puma Energy
Saratoga Power

Institutions:
Indonesia Mengajar
Institut Teknologi Bandung
Universitas Tadulako
Universitas Gajah Mada
Universitas Indonesia

Government:
Ministry of Energy and Mineral Resources
Ministry of Forestry
Ministry of Finance
Ministry of Environment
SKKMIGAS

Shareholders:
Credit Suise Ag Sg Trust Account Client
Encore Energy Pte. Ltd
Mitsubishi Corporation
PT Prudential Life Assurance-Ref
Public



Drilling rigs operating in one exploration
well in Area 47 Libya
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Sustainability Approach
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Throughout the history, MedcoEnergi
believes that to be successful in business it
is obliged to improve the quality of life of the
communities in which MedcoEnergi operates
and to protect the natural environment.
MedcoEnergi believes that sustainable
business development can be achieved by
Integrating community interests into key
activities.

MedcoEnergi espouses the Triple Bottom
Line principle of People, Planet, and Profit
(community, environment and the economy)
into all of business activities in the journey
towards sustainable development.




In line with the Vision of MedcoEnergi to
become the energy company of choice for
the investors, shareholders, partners, and
employees as well as for the greater public,
MedcoEnergi will continue to ensure that its
energy resources can be developed into a
profitable investment portfolio responsibly.
Thus providing competitive returns to the
stakeholders.

MedcoEnergi's stakeholders are represented
by People (community), where it is committed

to protecting the interests of the stakeholders,

especially employees, government, and
communities. The highest standard of GCG
and sustainable CSR programs are adopted to

protect these stakeholders. As a responsible
company, MedcoEnergi always aims to
preserve the Planet by minimizing impacts
on the environment. As such the Company
newly established ISES (Integrated Social and
Environment Sustainability) Division is driving
the Triple Bottom Line approach by integrating
each of the sustainable business principles.

o
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This Sustainability Report applies the
GRI G4 standard, used by numerous
international energy companies in their
sustainability reporting.
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About This Report

This Report provides a summary of

MedcoEnergi’s sustainability policies, programs,

and performance throughout 2013. Using the
GRI's G4 Sustainability Reporting Guidelines,
the Report provides a concise overview of the
material aspects that have been identified as a
priority for the stakeholders.

Reporting Period

This Report covers MedcoEnergi's annual
performance for 2013, with some performance
data for 2011 and 2012.
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Materiality Assessment Result

MedcoEnergi stakeholders including employees,
shareholders, suppliers, contractors, communities,
government and customers, are engaged in the
assessment process. Also a benchmarking exercise
against the industry peers is undertaken.

Considering the above mentioned stakeholders,
aspects are prioritized and chosen based on internal
and external factors used as the assessment
criterion.




Social Investments
Energy Efficiency , Stakeholder Engagement

Occupational, Health & Safety

Water, Effluents and Waste

Local Content .
Human Capital Development

isk and Crisis Management

Process Safety
Grievance Mechanism

Air Emissions

Biodiversity

Security Practices
Corporate Governance
Market opportunity and

competitiveness

Most Material

Non - Material

Calculation Approach

January to June 2013 data were used in the
disclosure of the environmental performance
data. This was due to the ongoing data collection
and calculation process at the time of writing
this Report. These data will be disclosed in 2014
Report.

Scope and Boundary of the Report

All material aspects resulting from the materiality
assessment are within the boundary of
MedcoEnergi, except for the Security Practice
where it uses an outsourcing company.

Hereafter the term MedcoEnergi represents the
international business units and subsidiaries of
PT. Medco E&P Indonesia (MEPI), PT. Medco
Power Indonesia (MPI), and PT. Medco Energi
Mining Internasional (MEMI), with additional
information taken from the international
operations.

17
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Business and Market
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“VAith the commencement  Growth Through Partnership in
of Senoro gas production the Oit and Gas Sector

to Supply the Donggi— Partnership is a key success factor for
SGI"IOI’O LNG plant 201 4 MedcoEnergi, enabling it to increase

production, maintain reserve growth and

VV|” become the benchmark access advanced technology. MedcoEnergi

for MedCOEnergi E1S has been working together with a number

c of global reputable companies to maximize
d major gaS and I—NG the value of its assets and at the same time
player both upstream and growing the businesses.

downstream.”

-
s I
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Over the last two decades, MedcoEnergi

has successfully grown its E&P business and
maintained reserves. It has also demonstrated
its expertise in restraining declining production
rates in mature fields as well as in operating
its assets efficiently, both domestically and
internationally.

Outside Indonesia, MedcoEnergi has
expanded its business into countries such as
Libya, Oman, Yemen, and the USA. These
operations include exploration, development
and production of crude oil and natural gas.
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MedcoEnergi will also continue exploration
activities, development of Major Projects
and implementation of EOR technology in
producing and mature assets, as well as the
acquisition of new assets.

In addition MedcoEnergi is considering
expansion of the exploration and production
business into unconventional hydrocarbons,
including coal bed methane (CBM), heavy oils
and shale oil/gas in Indonesia. MedcoEnergi
recognizes these types of exploration

and development activities, particularly in
challenging areas, require the application of
sophisticated technology and massive capital
investment. Therefore the involvement of
experienced partners is key to materialize the
objectives.

MedcoEnergi is confident that its history

of successful performance combined with
partnerships will enable MedcoEnergi to
demonstrate a better performance thus
maximizing value for the stakeholders in the
near future.

Independent Power Producer &
Power Services Provider

MedcoEnergi, in collaboration with
PT Saratoga Power, established a power

business, through PT Medco Power Indonesia

(MP1), in December 2011.
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MPI is developing renewable projects,
comprising the Sarulla Geothermal Power
Plant in North Sumatra and ljen in East Java as
well as mini-hydropower plants in West Java.

Plans for the development of the Sarulla
Geothermal Power Plant Project to produce
the world's largest single-contract of
geothermal power of 3 x 110 Mega Watts
(MW) are in place. In 2013, MPI, as the
majority shareholder in partnership with
[tochu, Ormat Technologies and Kyushu
Electric, signed the Amendment to the Energy
Supply Contract (ESC) and Joint Operating
Contract (JOC).




The investment amounted to US$1.6 billion,
of which 80% is financed by JBIC together
with the ADB and a consortium of commercial
banks. The remaining 20% will be the paid-in
capital of the project sponsors.

In East Java, MPI has commenced the
preparation for exploring a geothermal power
plant development activity of 2 x 55 MW

in ljen, following a successful geology and
geophysics study.

MedcoEnergi, through MPI, is also operating a
total of six gas-fired power plants in Batam and
South Sumatra. The MPI's Independent Power
Producer (IPP) in Batam utilizes various types
of engines to ensure a continuous supply of
electricity, including simple cycle, combined
cycle engines and a truck mounted plant.
Whereas in South Sumatra, MPI supplies
electricity to the gas production facilities, with
most of the electricity produced delivered to
the local PT Perusahaan Listrik Negara (PLN)
and surrounding communities.

The Indonesian state-owned electricity
company, PLN, has recognized MPI's
commitment and capability to supply
electricity. PLN awarded MPI an operation and
maintenance service contract for the 2 x 660
MW coal-fired power plants in Tanjung Jati,

21

Central Java, which commenced operation

in 2006. The plant supplies 8% of the total

electricity transmitted. MPI has succeeded

in operating this plant while maintaining the
highest SHE standards.

In 2013, MPI produced a total of 1,268
GigaWatthour (GWh) of electricity from six
power plants in Batam and South Sumatra, a
slight decline from 1,284 GWh of electricity
produced in 2012. This was due to the
adjustment in the utilization of electricity
power produced by PLN Batam from the
TM2500 power generator that is in operation
in Batam.

Within the next four years, MPI is committed
to developing nine power plant projects fueled
by geothermal, mini hydropower, and natural
gas with a total capacity of 590 MW and a
capital expenditure of US$1.3 billion.

MPI is currently developing a mini hydropower

plant company (Pembangkit Listrik Tenaga
Mini Hydro, PLTMH) in Cianjur and Sukabumi.
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Diversifying Energy Sources

In 2009 MedcoEnergi began its coal mining
business by acquiring two mining companies,
PT Duta Tambang Sumber Alam (DTSA)

and PT Duta Tambang Rekayasa (DTR).

Both own mining business licenses (IUP) in
Nunukan, North Kalimantan. The coal mining
in Nunukan is capable of producing coal with
a high calorific-value of 6,800 kilocalorie per
kilogram air dry basis (kCal/kg adb). This is

in line with the Vision, striving to maintain

an environmentally friendly operation with
good mining practices. Moving forward
MedcoEnergi is aiming to grow its coal mining
business, focusing on small to medium

sized coal and saleable mineral mines and
commodities. MedcoEnergi plans to do this
by implementing joint venture schemes

with existing IUP holders. In the long term

One of MedcoEnergi's coal mining areas

MedcoEnergi will seek opportunities to
develop coal prospects using best available
technologies.

MedcoEnergi's production target is 600,000
metric tons per year with initial production
starting in the fourth quarter of 2012. In
October 2012 MedcoEnergi successfully
shipped its maiden coal sales to China. In 2013
the total coal production was 630,000 tons
(5% above target), with total sales amounting
to 525,342 tons at an average selling price

of US$ 81.8 per ton. In the coming years
MedcoEnergi is aiming to discover more coal
prospects as well as adding more coal mining
portfolios from various regions in Indonesia.
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Risk Management

“There are many risks and
challenges in oil and gas
company including commodity
price, exploration and operation
management, budget over-run,
and human capital. In particular

human capital is a key factor for
us in managing these risks and
challenges”

- Lukman Mahfoedz, President Director & CEO

Risk Management is part of the responsibility
of the Company’s management and an integral
part in the decision making process. Risk
Management also constitutes a key pillar in
the implementation of GCG. The commitment
of the Company to enhance GCG practices

is manifested in the management of risks in
every activity and function of the Company.

To support this the company has formed
the Risk Management Committee that is
responsible for monitoring the implementation
of risk management based on the
assessments, priority, and management

of the risk. The Corporate Planning and
Risk Management Division, together with
the Corporate Investment and Divestment
Division, undertake risk management
initiatives across the Company and all of its
subsidiaries.

Key Risk Factors and their
Management

Throughout 2013, risks that inherent in all
facets of the operations were assessed,
managed, mitigated and monitored. These
inherent risks have not significantly changed
from those identified during 2012.

The Company's operations face a number
of risks, some of which are beyond the
management's control but can however
affect business continuity if not managed
appropriately and adequately.

The following discussion analyses certain key
risk profiles of the Company and the strategic
management thereof:

23
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1. Risk Factors from Core Business
The Company’s core business is oil and gas

E&P. The Company's main revenue source
proceeds from the sale of oil and gas that
are produced from fields managed by the
company. Table II-1 summarizes the key
risks as an oil and gas company and how
the risks have been mitigated.

Production
Risk and performing initiatives

Risks Mitigation

Risk of Enhancement of the technology

Maintain the level of production

including maintaining reservoir
pressure, the use of sand
fracturing technique, drilling of
infill wells, horizontal drilling and
application of secondary recovery
techniques with a high standard
of SHE to maintain operational
stability in MedcoEnergi

fields. The Company utilizes
advanced technology, such as
EOR, with chemical additives

to lift more oil, in addition to
seeking opportunities to acquire
producing assets.

Declining for reserves mapping and its
Reserves interpretation, certification
by competent independent
consultants, as well as the
enhancement of human capital.
Exploration Carried out all the exploration

Risk stages carefully and prudently,
from the initial study of geology
and geophysics (G&G), seismic,
determination of drilling point,
cost estimation up to economic

feasibility.
Development A Director of Development was
Risk appointed in 2011 to ensure the

completion of major development
projects according to schedule,
techniques, and budget of
respective projects.
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. Risk Factors from Auxiliary Businesses

In addition to E&P business, MedcoEnergi
also has interests in gas transportation,
renewable energy, rig rental services, coal
mining and power generation sectors.

The establishment of the Company's
mining business has undergone a rigorous
risk assessment. Following an extensive
due diligence, the Company was convinced
that the risks were commensurated with
the amount of sales contracts that the
business could generate. Other risk factors,
such as physical damage to production
equipment and other disruptions, can be
adequately covered by the insurance.

MedcoEnergi also anticipates and mitigates
risks associated with power generation,

by having favorable clauses in the Power
Sale Agreement, Gas Supply Agreement
and Maintenance Contracts with PLN, gas
suppliers and equipment manufacturers
respectively, in addition to relying on
insurance coverage.



3. Economic Business Risk (Impairment
Risk)
Business income projection value carries a
risk of inaccuracy in covering the expected
cost and marginal value in the future.
Continuous monitoring of performance
and budget variance for each business
unit, including monitoring realization of
improvement /recovery initiatives and
sustainable business, are performed as
part of the Company's business strategy to
mitigate these risks.

4. Risk Factors Related to Government
Regulation/Policy, Legal and Regional
Security
Risks that are related to Government
Regulation/Policies could have a direct
impact on oil and gas, power generation,
mining, and renewable energy businesses.
MedcoEnergi manages these risks by
actively providing inputs to the Government
in relation to legislation reforms and
formulation of Government policies.

Other major legal risks include law suits
and litigation related to partnerships with
other parties and/or relations with local
communities in which MedcoEnergi
operates. Mitigation of that risks was
through undertaking CSR programs that
benefit local communities. This includes
developing social empowerment,
education, and infrastructure development
programs.

Regional security risks where the Company
operates are continuously monitored
closely by improving Government

25

relationships and governance in high risk
areas as well as performing effective CSR
programs, engaging credible consultants
and consulting with advisors. These efforts
also include forming close ties with local
companies and participating in social and
informal inter-country friendship programs.

. Risk Factors in Safety, Environment, and

Natural Disasters

Environmental risks as a result of ail
spills, gas blowouts and fires can result

in potential damage to third parties in
where the Company is liable for damages
to properties and lives. Ways to reduce
the possibility of these risks are sought
by adhering to rigorous and fixed standard
operating procedures (SOPs) as well as
through adequate insurance coverages.

The safety and health of employees and
contractors is the number one priority
for the Company. It seeks to mitigate
these risks by enforcing strict adherence
to the SOPs, increasing awareness

on safety issues (safety first) among
personnel through training programs as
well as providing guidelines and strong
enforcement of these programs.

Given the locations of the operations which
are spread across various geographical
locations, MedcoEnergi is often subject to
natural disasters such as tropical storms,
hurricanes, earthquakes, tsunamis, floods,
landslides, and other tragedies that may
have an adverse impact on the operations.
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To mitigate these risks, the Company
strives to maintain safe access to energy
resources when such risks occur. In
addition, MedcoEnergi has appropriate
insurance coverage against these types of
risks whenever possible.

Implementation of Good Corporate
Governance (GCG)

MedcoEnergi implements the principles of
GCG pursuant to Law No. 40/2007 regarding
the Limited Liability Company, Law No. 8/1995
regarding the Capital Market, the Company's
Articles of Association, the regulations of

the Indonesian Capital Markets and Financial
Institution Supervisory Agency (BAPEPAM-
LK), the regulations of the Indonesia Stock

Exchange (IDX), the principles set forth by the
Organization for Economic Cooperation and
Development (OECD), the Indonesian GCG
Guidelines and other pertinent regulations.
The implementation of GCG is reviewed
periodically and is an important aspect

in annual evaluation of the Company's
performance.

Board of Commissioners and Directors work
within a clear framework that is described in
the Company's Articles of Association which
refers to GCG and Code of Conduct (CoC)
guidelines. These stipulate the roles and
responsibilities of both Boards, how they shall
execute their functions and duties effectively,
their interaction with each other and the main
tasks of each board.

MedcoEnergi’s Governance Framework

ANJIgRIUN0ODY  ——

Risk Management
Committee

Nomination
Committee

Delegation

Remuneration
Committee
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GCG Committee

The GCG Committee was formed to assist
the Board of Commissioners and Directors
in strengthening and ensuring consistent
implementation of GCG, CSR and good
corporate values at all levels throughout the
Company.

Duties and responsibilities of the GCG

Committee include:

e Developing and recommending a set of
GCG principles and standards and reviewing
these periodically in terms of relevance to
the present global and local conditions.

e Reviewing GCG policies periodically
to ensure they are in line with the
recommended GCG principles and
standards as well as recommending
adjustments/amendments/improvements
on the GCG policies whenever necessary.

* Promoting consistent implementation of
GCG practices in all business groups as
well as monitoring the implementation
consistently at the Board of Commissioners
and Directors level and across Corporate
and Business Entity employees.

e FEvaluating any potential conflicts of interest
or any other potential violations among the
Directors, Commissioners and employees
and providing recommendations to the
Board of Commissioners on the resolution.
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Realized Program of the GCG
Committee

Throughout 2013, the GCG Committee
realized its working program, which among
other things included the review of several
newly enacted regulations and their
implications for the Company. One of which
was to ensure that the GCG principles are
implemented by monitoring the signing of
GCG Adherence Form by all Commissioners,
Directors, and employees by electronic
means through the BPM (Business Process
Management).

In addition to the signing of the GCG
adherence form, the Committee also
undertook a GCG socialization program at the
Head Office and Subsidiary Entities. The aim is
to increase the awareness of both internal and
external stakeholders on the importance of
GCG implementation.

Good Corporate Governance Guidelines and Code of
Conduct of MedcoEnergi
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Human Resources
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Human resources constitute the main
triggering factor in achieving the Vision and
Mission of MedcoEnergi to become a leading
company in the global energy industry.

During 2013, MedcoEnergi employed
around 1,943 people across its Indonesian
operations. This was a slight reduction
from 2012 due to significant changes

in MedcoEnergi downstream business,
namely the closure of the ethanol plant in
August 2013. For international operations,
the number of employees increased by
2% to 311 employees. Overall dynamics




in the number of employees is due to the
organizational restructuring caused by the
implementation of the Medco Enhancement
Initiatives (MEI) Project. The Project aims

to evaluate and implement a new business
process to improve operating efficiency and
supporting functions, to increase organizational
and human resources productivity, as well as
strengthen the global financial and operating
performances.
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Human Capital Development

People competency and engagement are
crucial for MedcoEnergi's performance.
Through strategic human capital initiatives,
MedcoEnergi ensures that the right talent
is attracted and that it motivates and
retains the highest calibre of employees
by enhancing skills and providing lifelong
training. This begins at the recruitment
process through to retirement.

| PT Medco Energi Internasional Thk
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Training needs are developed through Training
Needs Plan (TNP) and Individual Training needs
are developed through Training Needs Plan
(TNP) and Individual Development Plans (IDP).
Training covers a series of internal courses for
technical disciplines, leadership (referring to
Leadership Learning Curriculum), and safety.
Also encourages employees to further develop
their qualifications and skills through external
public training domestically and overseas via
Educational Refund Plan (ERP). MedcoEnergi
also supports employees taking sabbaticals

to continue their academic studies, as well

as rotating roles between different business
units.

Accelerated Development Programs

To ensure a sustainable supply of talent

to fill the various key positions within the

organization, a number of accelerated

development programs have been

implemented including the:

e \Worker Accelerated Development Program;

e [eadership Competency Development
Program;

e Technical Competency Development
Program;

e |nternational Assignments;

e |nternational Graduate Engineers and
Geoscientists Trainee (GEGT);,

e Behavior Driven Performance, and

e One Working Organization.

Since the implementation in 2010, the
number of participants on this accelerated
development program has increased by nearly
90%, with 59 employees participating in 2013.
Further details of these accelerated programs
can be found in 2013 Annual Report.
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Performance Management System

MedcoEnergi organizes, develops and rewards
its employees so that they can continuously
increase their competency, delivering their
best performance. This has been done through
performance management system that serves
two purposes, business performance and
employee development. In 2013, performance
management system also incorporated
behaviors as part of worker performance
assessment. Behaviors, such as performance,
teamwork and continuous improvement, will
further contribute to sustainable employee
performance.

Gender 241
0 200 400 600 800 1000 1200 1400
B Male M Female M Senior Manager Bl Manager M Staff

Performance planning is required for all
employees, except for those that are in

the Graduate Engineer Trainee (GET),

Driller Development Program (DDP), and
Graduate Relations and Security Trainee
(GREST) development or training programs.
Performance objectives is evaluated based on
timeline, quantity, quality and cost/value added
as well as SHE factors that the employee has
contributed to.



Diversity and Equal Opportunity

Local Content

MedcoEnergi offers the same equal
opportunities to every employee to work
without discrimination based on ethnic group,
skin color, religion, gender, age, marital status,
or nationality. The recruitment process takes
into consideration several factors that include
among others professional competency,
formation, compensation, training, promotion,
assignment, dismissal, as well as other terms
and conditions of work.

Education

$1/S2/S3

Manager

Level

Sr. Manager

0 200 400 600 800 1000 1200 1400 1600

Non-discrimination policy is aligned with

GCG principles since 2004. Every employee,
regardless of gender, ethnicity, religion,
education or experience, is given the same
opportunity to perform and develop their skills.
MedcoEnergi's whistleblowing system assists
in monitoring any unacceptable behaviors
deemed non-compliant with company
behavioral guidelines.

What is the main challenge that Medco is
facing on human resources?

We operate in areas with communities from
diverse ethnicities, cultures and backgrounds.
To maximize the benefits of having such a
diverse range of neighboring stakeholders

we have strengthened our strategy towards
community relations and CSR by hiring
experienced people in these areas to develop
and guide our approach.

- Hilmi Panigoro, President Commissioner

To support employee diversity aspirations and
Vision, MedcoEnergi also employs local people
(directly or via contractors) where it operates.
MedcoEnergi believes this is essential in the
business growth.

In Indonesia (MEI and MEPI) 97% of local
people hold a senior managerial level position
(Senior Management, Division Head and
Department Head).

31
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The hiring practice of local
communities as part of workforce
Is well implemented across

all business units and assets.
This is being performed, not

only in Indonesia, but across

our assets internationally. This

is reflected by our international
GEGT program (Graduate
Engineers and Geoscientists
Trainee). Currently MedcoEnergi
has hired 14 employees from
Oman and 2 from Yemen
working as engineers, geologists
and geoscientists who have
participated in this program. After
8 months of training in Jakarta the
participants are expected to work
in the Company'’s operational
areas in Oman, Libya, or Yemen.

The International
Graduate Engineers
and Geoscientist
Trainee (GEGT)
participants from
Oman and Yemen
participating in the
training program at
MedcoEnergi's office
in Jakarta.
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When procuring goods locally, MedcoEnergi
ensures quality through the provision

of training to local suppliers. In 2013,
approximately 75% of overall materials and
80% of services were purchased from local
suppliers.

Retirement Assistance Program

Recognizing the contributions and loyalty

that each employee has given to support

the growth of MedcoEnergi, it has designed
assistance programs for employees who will
retire or be retrenched. These programs (pre-
retirement planning and transitioning to a non-
working life, retraining, and severance pay) aim
to support and assist employees in managing
their career endings and in continuing their life
after MedcoEnergi.
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Corporate Social Responsibility

Y

Stakeholder Engagement
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It is MedcoEnergi's commitment to
continuously implement the principles
of GCG, one of which is to protect the
interests of the stakeholders. Therefore,
stakeholder engagement is an essential
part of the business strategy.

MedcoEnergi believes that sustainable
business growth can only be achieved by
integrating the needs of the communities

as a good corporate citizen, MedcoEnergi
recognizes the importance of fostering
strong relations with local communities
and providing the added values in the

- " x
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into the key business activities. Therefore,

Company's activities wherever it operates.

The assessment of social impacts
undertaken for all of MedcoEnergi projects
throughout Indonesia, has identified the
change of stakeholder perceptions and
disturbance to social conditions as key
non-technical risks for the operations.

Accordingly, the identification of project
stakeholders and their concerns has been
undertaken as part of 2013 development
planning. This is in recognition that
having effective relationships with the
stakeholders is not only helping the
Company addresses critical social,
economic, and environmental challenges,
but also enhancing business benefits.

As such, MedcoEnergi considers the
commitment to conduct stakeholder



engagement in every project as a high stakeholders in an effective and timely
priority. manner. Through its implementation

MedcoEnergi is committed to genuinely
In 2013, PT Medco E&P Indonesia seeking to understand the stakeholders’
(MEPI) worked closely with a number concerns and to address them in
of local universities to prepare a Public project planning and implementation.
Consultation and Disclosure Plan (PCDP), MedcoEnergi is also committed to
in accordance with the IFC’'s 2012 providing the stakeholders with clear,
Performance Standards, for the Senoro accessible, and relevant information on
Upstream Gas Development and Tiaka Qil activities.
Field Project in Central Sulawesi. This has
included undertaking a comprehensive Stakeholder assessments for both projects
stakeholder assessment and developing a were conducted through a range of group
stakeholder engagement plan. discussions and in-depth interviews with

a variety of stakeholders. This process
The PCDP will provide a basis guidance
to engage and communicate with the

¥y 7 if
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T
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enabled the Company to identify its key
stakeholders, their concerns and interests,
and how it should engage with them.

The assessment of stakeholders for both
projects has become a priority to enable
to support community development and

Stakeholder Groups

’\-

Community Leaders
Government

Private Sector

Legislative

Others

Stakeholder Concerns and Interests

Workforce
Governance
Livelihood

Environment

Community, Health and
Security
Culture

Community Development

Land

enhance local employment opportunities,
both of which are current focus of the
Company.

MedcoEnergi’s goal is to understand the
expectations, priorities and concerns of
stakeholders who may be affected by
activities and who in turn may affect.
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MedcoEnergi aims to interact and openly
communicate with its stakeholders to
identify opportunities that will in turn
improve the business operations as well as
strengthen social license to operate.

Stakeholders
and Engagement
Approach

Engagement Plan

Non-Government Organization

GOVERNMENT
Consultation and
Collaboration

e Collaboration with relevant
government agencies to
strengthen the development
of policy and regulation on
CSR.

e Consultation and collaboration
with relevant government
agencies with regards to
mitigation of environmental,
social and health impacts.

e Consultation with relevant
government agencies
to strengthen the labor
recruitment and retrenchment
mechanism.

e Close collaboration with
government agencies
to develop an influx
management plan.

LEGISLATIVE e Consultation with the special

Consultation committee of local parliament

and Information (DPRD) to strengthen the

Disclosure development of policy and
regulation on CSR.

OTHER PRIVATE e Collaboration for delivering
SECTORS community development and
Collaboration empowerment programs.
e Partnerships to enable
the development and
empowerment of local
economic clusters.




NON-
GOVERNMENT
ORGANIZATION
Collaboration
and Information

Disseminate information on
environmental, social and
health impacts of the project
Collaboration to conduct
mitigation on environmental,

Disclosure social and health impacts.
Disseminate information on
the labor recruitment and
retrenchment mechanism.

COMMUNITY Disseminate information on

LEADERS environmental, social and

Consultation
and Information
Disclosure

health impacts of the project
Disseminate information on
community development and
empowerment program.
Disseminate information on
project design, construction
plan and operational activities.
Consultation on cultural
heritage preservation
framework and action plan
Consultation and disseminate
information on the labor
recruitment and retrenchment
mechanism.

OTHER
COMMUNITY
GROUPS
Empowerment
and Information
Disclosure

Disseminate information on
environmental, social and
health impacts of the project.
Deliver community
development program for
affected communities.
Deliver community
empowerment program on
livelihood improvement and
local business development
Disseminate information on
project design, construction
plan and operational activities.
Disseminate information on
land liberation and acquisition
process and procedure.
Disseminate information

on labor recruitment and
retrenchment mechanism.

A similar approach has been undertaken by the
mining business unit, PT Medco Energi Mining
Internasional (MEMI). MEMI through its main
project PT Duta Tambang Rekayasa (DTR) in
the Nunukan Regency, North Kalimantan, has
collaborated with the local government and
other private companies within the regency
to implement a community development
program through a CSR Forum. Through this
forum, DTR has been able to align its social
and economic program with the government'’s
existing community development program.
This approach was determined based on a
stakeholder mapping exercise which was
previously undertaken. The exercise identified
the following categories of key stakeholders to
be engaged by the project when implementing
its community development program:
e | ocal government;
e Youth organizations;
e | ocal vocational high school founder and
head master;
Community based organizations; and
Village economic institutions i.e.
cooperatives (Koperasi Unit Desa — KUD).

Additionally, clear commitment to engage
with key stakeholders is shown by internally
providing dedicated resources to manage the
implementation of stakeholder engagement
across MedcoEnergi projects. Overseeing
and monitoring of stakeholder engagement
activities will be conducted through regular
reporting by a designated project team, where
responsibility includes the distribution of

the internal monitoring reports as a basis for
lessons learnt.

37
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Local Coommunities and Social
Investment

MedcoEnergi believes the sustainable
business growth can only be achieved by
integrating the interest of community into
key business activities. One way of doing
this is through CSR strategy. Moreover, CSR
is viewed as helping MedcoEnergi to obtain
its license to operate in the regions where

it operates. MedcoEnergi will continue its
commitment to implement this strategic plan,
empowering local communities and laying
the foundations for accelerated sustainable
development in the communities where
MedcoEnergi operates.

The implementation of CSR program also

aligns with the commitment to manage

the potential significant environment and

social impacts of MedcoEnergi operations

as identified through the Environmental

and Social Impact Assessments (ESIA) the

Company has conducted between 2011

and 2013 for a range of E&P projects. The

project assessed in 2013 with potentially

significant impacts was the Senoro Upstream

Gas Development Project. The ESIA for the

project was undertaken to meet international

standards for investment purposes. The report

identified a number of potentially significant

impacts:

e Noise and vibration;

e Community unrest due to land acquisition;

e Community unrest as a result of
construction demobilization; and

e Cultural heritage disturbance/damage.
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Accordingly, the ESIA recommended

a range of specific social management
plans and procedures to manage these
potential impacts, including developing
and implementing a PCDP community
development plan, contractual workers
decommissioning plan, community health
and safety plan, and community emergency
response plan. In developing these plans,
MedcoEnergi expects them to meet the
majority of the community priority needs.

In addition to ESIA, MedcoEnergi conducts

social mapping study as a basis for identifying

appropriate community needs and designing

fit for purpose community development

programs. The results of social mapping

are then integrated into strategic plan for

community development which defines mid-

term strategy for CSR. The program consists

of four key categories:

e Social investment;

e Social-environmental programs;

e | ocal economic development; and

¢ |Improvement of community access to
public infrastructure.



“Social mapping should be done properly
before we start to develop a project. This is
the basis for our community programs.

In addition, it is important for us to be

able to build mutual relationships with our
communities as they also need the business

for their growth through local project
employment and economic development.”

- Hilmi Panigoro — President Commissioner
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Social Investment

In 2013, MedcoEnergi strategy aims at

social investment programs that enhance
skills, technology, education, health care and
community development. This investment is
expected to be the basis for social capital for
future human resources development in areas
surrounding the operations, mostly support is
provided via in-kind support. Increased social
cohesion through community development is
also expected to strengthen social solidarity
that will serve as a stronger bond for an
improved social stability.

In education, MedcoEnergi actively contributed to improving
the nation's learning ability. MedcoEnergi established a mobile
Community Awareness Centre as a learning center for school
age children in the areas where it operates.

Elementary school at the Kintom Village, Banggai, with just a
single classroom.

The same elementary school at the Kintom Village, Banggai,
now with three classrooms and one praying room.

Social Investment Program

e The development of the smart home, car
and motorcycle in the city of Tarakan, North
Kalimantan Province, Pelalawan Regency,
Riau Province, and the Musi Regency,
South Sumatra Province.
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SRI Organic Planting

Elucidation to Farmers by the Company

Groundbreaking East Aceh General Hospital Funded by
MedcoEnergi and Partners
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¢ Training for enhancing the quality of
teachers, introduction to raising and
communicating with children, and early
childhood education in the Pelalawan
Regency and Indragiri Hulu, Riau Province,
and the Muara Enim Regency, South
Sumatra Province.

e Supporting Indonesia Mengajar Program
through funding of young teachers who
are assigned to various remote areas of
Indonesia for a 12 month period.

e Providing scholarships in cooperation
with the Indonesian Yayasan Rumah Zakat
Foundation for 70 elementary school
students located near the Rimau Block
areas in the Musi Banyuasin and Banyuasin
regencies, and six students from the Aliyah
Agriculture Madrasah of the Darul Fallah
Pesantren within the SCS Block areas in
the Musi Rawas Regency, South Sumatra
Province.

Hospital in Aceh

The existing general hospital in Aceh Province
has been constructed by MedcoEnergi.

The groundbreaking development was
commissioned directly by the Aceh Governor,
Irwandi Yusuf, supported by East Aceh religion
leaders, the East Aceh Regent, Muslim
Hasballah, and MedcoEnergi's CEO, Lukman
Mahfoedz and witnessed by guests on
Wednesday, 30 Nov 2011 at East Aceh General
Hospital (Rumah Sakit Umum Aceh Timur)
construction site in East Idi District.

According to Lukman Mahfoedz, it is part of
MedcoEnergi and its partners (Premier Oil and
Japex) commitments to prioritize the interest
of the local community, not only to fulfill the
requirement of Indonesian Regulation No.

40 year 2007 but to meet the needs of the
local community. The very urgent need of the
community in East Aceh and Aceh people in
general was the provision of a public health
facility which aligns with the Vision, Mission,
and Values.



The role of the hospital for public health care
is very important in providing public health
solutions. The hospital, categorized as a
Regional General Hospital with international
standards, is expected to greatly benefit the
community by providing optimal services to
the people.

Social-Environmental Program

In the effort to support sustainable
development, MedcoEnergi intensified

the introduction and development of
renewable energy and the revegetation of the
environment to community surrounding the
operating areas. Most of these programs are
provided to communities as in-kind support to
improve their economic condition.

Through E&P business unit, MedcoEnergi
succeeded in implementing an agricultural
program of organic rice cultivation called
Organic SRI. This program won recognition
from the Millennium Development Goals
(MDGs) Award of 2010 with a Certificate
of Recognition for being one of the best
corporate initiatives for environmental
conservation and sustainability.

To enable the development program to meet
the community needs, as well as to maintain
its sustainability, MedcoEnergi always involves
community representatives throughout all the
stages of the program implementation.

For Rimau Project, South Sumatra Province,
MedcoEnergi involved the community early in
identifying their own needs. The result of such
identification is then disclosed and consulted
widely with the community in a number of
public meetings. During the planning stage of

the Organic SRI Program, the public meetings
were conducted for the following purposes: (i)
validate information from the social mapping
study (ii) gather further technical information
which was required to support the program
implementation and (iii) discuss the program
goals, objectives, and expected outcome.

Recycling Paper made by local communities

Products Made from Recycling Paper
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By conducting public meetings, local
community was empowered to determine and
implement the most suitable development
program for themselves. This was considered
essential for the communities’ empowerment.
Both women and men were involved in the
meetings and received training to build their
understanding on the Organic SRI program.

For Rimau project, MedcoEnergi has
implemented a paper waste management
program which collaborate with the Project’s
environmental management program.

The program was implemented through
cooperation with several local youth groups
(Karang Taruna) in Lais. This program not only
creates benefits for local entrepreneurs but
also is deemed environmental friendly by
minimizing and recycling used-paper.

Social-Environmental Program

e Training for future public health
practitioners, information on the culture
of healthy living as well as training for the
cultivation and use of holistic medicinal
plants in the Banyuasin Regency, South
Sumatra Province and Tarakan City, North
Kalimantan Province.

e |ntroduction and training of rice cultivation
techniques via the Organic SRI method
that has been developed since 2009 by 315
farmers in the East Aceh Regency, Aceh
Province, Indragiri Hulu and Pelalawan,
Riau Province, Musi Rawas Muara Enim
and Banyuasin regencies — South Sumatra
Province, Tarakan City and Nunukan
Regency, North Kalimantan Province.

e [ntroduction and training on organic rubber
cultivation using a technique developed
in 2011 in cooperation with the Sembawa
Research Unit of the Plantation Office
Musi Rawas Regency. A total of 147 rubber
farmers participated from the Musi Rawas
Regency, South Sumatra Province.

Collaborative working with local communities

Solar electricity panel utilized by the local communities
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e Strengthening social cohesion through
basic organizational training and facilitating
via the organic rubber cultivation farmers’
network in the Musi Rawas Regency, the
fish farmers group in Tarakan City, North
Kalimantan Province, the Family Welfare
Cooperatives as a vehicle for the organic
SRl rice farmers and the Herbal Plant
Cultivation Cooperatives in Banyuasin
Regency, South Sumatra Province.

e Biogas by harnessing it from cow manure in
the surrounding areas of the Kampar Block
operations in the Indragiri Hulu Regency,
Riau Province. Since 2012 MedcoEnergi
has installed biogas facilities in five villages.
The biogas program is integrated with the
organic vegetable cultivation program in
home backyards.

e The use of backyards for the cultivation of
organic vegetables by village housewives
represents the efforts to promote greening
the environment with an activity that
offers economic value add. This cultivation
program was first introduced in areas
surrounding the Kampar Block operations
and has helped supplement the basic needs
of families, developing new livelihoods for
22 groups of housewives in the Indragiri
Hulu and Pelelawan regencies of the Riau
Province.

e |n June 2013 the Company planted 1, 000
trees in the Gede Pangrango Mountain
National park (TNGGP), Cipanas, West Java.
The purpose was to improve the ecosystem
in the TNGGP by reducing carbon emissions
and supporting the government's effort to
green the environment.
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Facilitating Economic Development

In line with MedcoEnergi's commitment

to promote local economic sustainable
development, the Company continued the
Micro, Small and Medium-size Enterprise
(MSME) development programs focusing

on female groups in the Banyuasin, Musi
Rawas and Muara Enim Regencies of South
Sumatra Province. MedcoEnergi's economic
development program aimed at improving
community access to capital resources, with
support mostly in the form of financial support.

Local Economic Development Program

e Entrepreneurship training on developing
livelihood skills, access to capital and
markets.

e Financial assistance for housewives
micro businesses provided in the form
of micro-finance in cooperation with the
National Program on the Empowerment of
Independent Villagers (Program Nasional
Pemberdayaan Mandiri, PNPM-Pedesaan)
in the Musi Rawa Regency, South Sumatra
Province. The assistance is given through
the Women'’s Loans and Savings Program
(Program Simpan Pinjam Perempuan, SPP).

Improving Community Access to
Public Infrastructure

As part of the efforts to support the
accelerated sustainable welfare development
of the community surrounding operations,

the Company contributed extensively to the
repair and construction of social and physical
public infrastructure. Physical infrastructure
comprised roads, clean water facilities and
dams. The Company also improved access to
electricity. In 2013, the Company commenced
operations for the IDR 3 billion investment in a
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gas-fired power generating plant in the South
Sumatra Block, Musi Rawas Regency — South
Sumatra Province. The gas-fired power plant
monetizes gas flaring of 11.3 MMSCF per
day from one of the gas production stations
producing electricity of 175 kW that can be
used to light 195 homes with a capacity of
900W per house.

Coal Mining

The coal mining business unit, PT Medco

Energi Mining Indonesia, implements the

following CSR activities:

e Social: responding to community needs
through donations e.g. for Indonesia
Independence Day in August, as well as
contributing to community religious, youth,
and environmental activities. This included
the breaking of fast during Ramadan and
donations for Idul Adha celebrations, and
reforestation;

e Education: providing assistance for
Simenggaris vocation school;

e Health: collaborating with local community
health centers; and

e Economic: supporting the development of a
local cooperative for palm oil farmers.

MedcoEnergi International

MedcoEnergi's commitment for CSR has also

applied to international business unit. The

following activities were implemented during

2013:

e MedcoEnergi cooperated with the Ministry
of National and Culture Education of the
Republic of Indonesia to provide financial
support for 26 Indonesian students who
had previously studied in Libya. Their study
was disrupted due to the political turmoil in
Libya, therefore the Company worked with
the government to move them to Tunisia to
continue with their study.
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e |n Libya, the Company also provided
assistance to renovate cemeteries and
houses of worship by providing garbage
trucks and office equipment. The Company
collaborates with the Local Council of Nalut
to provide fencing around the grave yard in
Nalut town and built a praying hall next to
the cemetery.

e [nYemen MedcoEnergi donated computer
equipment for education activities in
Hadramaut.

e |n Oman, the Company helped build the
supporting facilities of a mosque.

Program Monitoring and Reporting

To maintain the sustainability of community
development programs, the Company

has established a set of key performance
indicators to be used as basis for program
monitoring and evaluation. This was included
within the Strategic Plan for Community
Development of MedcoEnergi and
implementation reported both internally and
externally on an annual basis.

Accordingly, a dedicated team who would
manage the implementation of community
programs was identified, coordinated by t