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49. CONTINGENCIES (continued)

c. Utilization of Natural Gas from PSC Block A
(continued)

In September 2020, MEPM entered into an
amendment of the Gas Sale and Purchase
Agreement (GSA) with PT Pertamina (Persero)
and PT Pertagas Niaga (Niaga) where the
parties agreed to amend the gas price in
accordance with Presidential Regulation No. 40
Year 2016. As a result of the amendment, the
Group recognized impairment loss on
receivables amounting to US$7.3 million (net) in
2020.

d. Surety Obligations

The United States Bureau of Ocean Energy
Management

Plugging and
Abandonment

Medco Energi US LLC (MEUS) is contingently
liable to a surety insurance company in the
aggregate amount of US$3,000,000 as of
December 31, 2020 relative to bonds issued on
MEUS’s behalf to The United States Bureau of
Ocean Energy Management (BOEM) and
certain third parties from whom oil and gas
properties were purchased. The bonds are third
party guarantees by the surety insurance
company that the MEUS will operate in
accordance with applicable rules and
regulations and perform certain Plugging and as
specified by applicable purchase and sale
agreements. On the completion date of the
consolidated financial statements, Sanare
Energy Partners, LLC as the buyer of Block
Main Pass 64 and 65 has replaced MEUS’
surety obligations and is currently in the process
of being changed administratively in BOEM.
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50. ASSET ABANDONMENT AND SITE
RESTORATION OBLIGATIONS AND OTHER
PROVISIONS
The movements in asset abandonment and site
restoration obligations are presented below:

/June 30,

December 31,

   Unaudited)

Indonesia
Beginning balance

Accretion during the period/year
Acquisition of subsidiaries

Divestment of participation interest
Adjustment

Ending balance
Escrow accounts

Ending balance - net

International
Beginning balance

Accretion during the period/year
Acquisition of subsidiaries

Reclassification in relation
to held for sale classification

Adjustment

Ending balance
Escrow accounts

Ending balance - net

Total

The current estimates for the asset abandonment
and site restoration obligations were determined by
management and not by an independent consultant.
Management believes that the accumulated
provisions as of the dates of the consolidated
statements of financial position are sufficient to meet
the environmental obligations resulting from future
asset abandonment and site restoration. These
estimates are reviewed on annual basis and
adjusted if required. The range of discount rate and
inflation rate used in the calculation are as follows:

/June 30,

December 31,

   Unaudited)

Discount rates
Inflation rates

The escrow accounts as mentioned above placed in
PT Bank Negara Indonesia (Persero) Tbk and
PT Bank Rakyat Indonesia (Persero) Tbk are for the
funding of asset abandonment and site restoration
obligations relating to oil and gas operations in
Indonesia.
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51. MIDDLE EAST AND NORTH AFRICA

The Group has oil and gas exploration and
production joint operations contracts in Libya,
Yemen and Tunisia and an oil and gas service
contract in Oman. In early 2011, civil unrests were
taking place in Libya, and to a lesser extent in
Yemen. In 2016, the Group has recognized the
provision for impairment of Yemen and Libya assets
which amounted to US$2.5 million and US$180
million, respectively.

sub-surface well equipment

sub-surface well equipment

After the civil unrest in Libya in the same year, the
Group has already resumed its operations with
limited activities. Those expenditures were
substantially spent for the drilling activities involving
primarily sub-surface well equipment, not in the form
of tangible assets on land, that have resulted in the
discovery of very significant volume of hydrocarbons
that reside about 10,000 feet underground.
Therefore, the assets (i.e., the hydrocarbon
reserves and the associated sub-surface well
equipment) had not been exposed to the
disturbances during the civil unrest.

In 2019, the Group has intention to divest its Libya
operations and the completion of this divestment will
remove the Group’s presence in Libya (Note 39).

In November 2019, the Group has completed its
divestment of its 100% ownership in a subsidiary
that owned all of Tunisia operations. The completion
of this divestment transaction has removed the
Group’s presence in Tunisia.

pre-commissioning

Lifting

In Yemen Block 9, pre-commissioning activities has
been started in the fourth quarter of 2018 and has
been successfully conducted. In regards with that
matter, Block 9 has restarted production in the first
quarter of 2019, and the production has been stable
in July 2019. The first lifting was conducted in
October 2019 and as of the completion date of the
consolidated financial statements, production and
operational activities are normal.
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52. OPERATIONAL RISKS

The Group’s operations in the oil and gas sector are
subject to hazards and inherent risks in drilling and
production and transportation of natural gas and oil,
such as fires, natural disasters, explosions,
encountering formations with abnormal pressures,
blowouts, cratering, pipeline ruptures and spills,
which can result in the loss of hydrocarbons,
environmental pollution, personal injury claims and
other damage to properties of the Group.
Additionally, certain of the Group’s oil and natural
gas operations are located in areas that are subject
to tropical weather disturbances, some of which can
be severe enough to cause substantial damage to
facilities and possibly interrupt production.

As protection against operational risks, the Group
maintains insurance coverage against some, but not
all potential losses. The Group’s insurance
coverage for its oil and gas exploration and
production activities includes, but is not limited to,
loss of wells, blowouts and certain costs of pollution
control, physical damage to certain assets,
employer’s liability, comprehensive general liability,
and automobile and workers compensation
insurance.
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53. NON-CASH TRANSACTIONS

Non-cash transactions consist of:

/June 30,

December 31,

   Unaudited)

Additions of right of use asset
involving lease liabilities

 Addition of oil and gas properties
involving asset abandonment

 and site restoration obligations

Addition exploration and evaluaton
farm-out asset due to farm-out of

participating interest
Additions to concession financial asset

Reclassification from exploration
and evaluation asset to

oil and gas properties

Financing charges from accretion
in asset abandonment and
site restoration obligations

Deduction to oil and gas properties
due to dry hole

Capital injection from
non-controlling interest

due to debt to equity process

  Conversion of notes receivable to
long-term investment which

  classified as non-current assets
classified as held for sale

Reclassification from construction
in progress to finance lease

receivables

Total
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54. CHANGES IN FINANCIAL LIABILITIES ARISING
FROM FINANCING ACTIVITIES

 The following table sets out the changes of the
Group’s financial liabilities arising from financing
activities:

June 30, 2021

Foreign
Exchange

 January 1    Cash Inflows  Cash Outflows  Movement    Others June 30

Short-term
bank loans

Derivative liabilities
- - current

Current maturities
of long-term debt:

Bank loans -
- Loans from -

non-bank
financial

institution
- Rupiah bonds -
- Medium -

term notes
Lease liabilities

Long-term debt
net of current

maturities:
Bank loans -

- Loans from -
non-bank
financial

- - - non-bank
Rupiah bonds -

- - US Dollar bonds -
- Medium -

term notes
Derivative liabilities

- non-current
- - - Lease liabilities

Total financing
liabilities

from financing
activities
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54. CHANGES IN FINANCIAL LIABILITIES ARISING
FROM FINANCING ACTIVITIES (continued)

 The following table sets out the changes of the
Group’s financial liabilities arising from financing
activities: (continued)

June 30, 2020
unaudited

Foreign
Exchange

 January 1    Cash Inflows  Cash Outflows  Movement    Others June 30

Short-term
- bank loans

Derivative liabilities
- current

Current maturities
of long-term debt:

Bank loans -
- Loans from -

non-bank
financial

institution
- Rupiah bonds -
- Medium term -

notes
Lease liabilities

Long-term debt
net of current

maturities:
Bank loans -

- Loans from -
non-bank
financial

non-bank
Rupiah bonds -

- US Dollar bonds -
- Medium -

term notes
Derivative liabilities

- non current
Lease liabilities

Total financing
liabilities

from financing
activities
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54. CHANGES IN FINANCIAL LIABILITIES ARISING
FROM FINANCING ACTIVITIES (continued)

 The following table sets out the changes of the
Group’s financial liabilities arising from financing
activities: (continued)

December 31, 2020

Foreign
Exchange

 January 1    Cash Inflows  Cash Outflows  Movement    Others December 31

Short-term
bank loans

Derivative liabilities
- current

Current maturities
of long-term debt:

- Bank loans -
- Loans from -

non-bank
financial

institution
- Rupiah bonds -
- - Medium -

term notes
- Lease liabilities

Long-term debt
net of current

maturities:
Bank loans -

- Loans from -
non-bank
financial

non-bank
Rupiah bonds -

- US Dollar bonds -
- Medium -

term notes
Derivative liabilities

- non-current
Lease liabilities

Total financing
liabilities

from financing
activities
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54. CHANGES IN FINANCIAL LIABILITIES ARISING
FROM FINANCING ACTIVITIES (continued)

 The following table sets out the changes of the
Group’s financial liabilities arising from financing
activities: (continued)

December 31, 2019

Foreign
Exchange

 January 1    Cash Inflows  Cash Outflows  Movement    Others December 31

Short-term
- - - bank loans

Derivative liabilities
- current

Current maturities
of long-term debt:

- Bank loans -
- Loans from -

non-bank
financial

institution
- Rupiah bonds -
- Medium term -

notes

Long-term debt
net of current

maturities:
Bank loans -

- Loans from -
non-bank
financial

non-bank
Rupiah bonds -

- US Dollar bonds -
- Medium -

term notes
Derivative liabilities

- non-current

Total financing
liabilities

from financing
activities
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54. CHANGES IN FINANCIAL LIABILITIES ARISING
FROM FINANCING ACTIVITIES (continued)

 The following table sets out the changes of the
Group’s financial liabilities arising from financing
activities: (continued)

December 31, 2018

Foreign
Exchange

 January 1    Cash Inflows  Cash Outflows  Movement       Others December 31

Short-term
bank loans

Derivative liabilities
- current

Current maturities
of long-term debt:

Bank loans -
- Loans from -

non-bank
financial

institution
- Rupiah bonds -
- Medium term -

notes

Long-term debt
net of current

maturities:
Bank loans -

- Loans from -
non-bank
financial

non-bank
Rupiah bonds -

- US Dollar bonds -
- Medium -

term notes
Derivative liabilities

- non-current

Total financing
liabilities

from financing
activities

1) Others consist of transaction cost, amortization of unamortized discount,
 reclassification of loans from non-current to current portion, change
 in fair value, additions of right of use assets involving lease liabilities and

reclassification loan of MGeoPS to discontinued operations
2) The amount is included bank loan and bonds payable from acquisition of

Ophir Energy Plc.

F-554



The original consolidated financial statements included herein
are in the Indonesian language.

PT MEDCO ENERGI INTERNASIONAL Tbk
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

As of June 30, 2021 and 2020 and
December 31, 2020, 2019, and 2018 and

for the Six-Month Periods ended
June 30, 2021 and 2020 and

the Years ended
December 31, 2020, 2019, and 2018
(Expressed in United States Dollars,

Unless Otherwise Stated)

55. OTHER MATTERS

In 2020, Management took a number of actions to
mitigate the impact of the low energy demand and
rapid drop in oil prices as a result of the pandemic.
In December 2020 oil prices increased reaching
US$50/bbl, a significant increase compared with the
low in April 2020 price of US$18/bbl.   By June 2021
oil prices continued its recovery climbing to
US$70/bbl and reaching US$80/bbl by October
2021. Nevertheless, Management will continue to
closely monitor and maintain a level of liquidity and
commodity price hedging deemed adequate to
support Company operations and service its
obligations.

56. EVENTS AFTER THE REPORTING PERIOD

Zero Cost Collar
i. On July 1, 2021, the Company entered into

12 months Zero Cost Collar with effective
date July 1, 2021 amounting 20.000 barrels
per month with Natixis.

Employee
Share Ownership Scheme

ii. On July 1, August 6, August 25 and October
22, 2021, 305,939, 239,800, 549,500 and
98,967 shares were unblocked as a part of
the Employee Share Ownership Scheme.

iii. On July 2, 2021, MPI has made drawdown
amounting to Rp199,000.000,000 from
PT Bank Negara Indonesia (Persero) Tbk.

iv. On July 2, 2021, MPI has fully settled Rupiah
Bonds Tranche A year 2018 amounting to
Rp249,000,000,000.

v. On July 2, 2021, MPI has fully settled Sukuk
Wakalah Tranche A year 2018 amounting to
Rp150,000,000,000.

vi. On July 13, 2021, MPI’s subsidiary,
PT Medcopower Solar Sumbawa signed
project financing agreement amounting to
US$12,545,000 with PT Sarana Multi
Infrastruktur (SMI), with 15 years tenor. This
financing aims to finance the Sumbawa Solar
PV project. This facility is collateralized by all
of the project's assets based on lease
arrangement, rights over receivables on the
project and a pledge of all shares in the
project.
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56. EVENTS AFTER THE REPORTING PERIOD
(continued)

vii. On July, August, September and October 25,
2021, PT Energi Listrik Batam (“ELB”) paid
installments to PT Bank Syariah Indonesia
Tbk amounting US$1,719,474.

viii. On July 29, 2021, PT Medco Cahaya
Geothermal dan PT Harmand Intimarin
Indonesia signed drilling services agreement
for a contract price of US$4.4 million.

Management Share Ownership Scheme

ix. On July 30 and October 8, 2021, 3,817,400
and 18,597,600 shares were unblocked as a
part of the Management Share Ownership
Scheme.

x. On August 9, 2021, PT TJB Power Services
and MTS Provider entered into the fourth
amendment of MTS agreement whereby both
parties agreed to extend the agreement for
the next five years starting August 11, 2021
until August 10, 2026.

xi. On August 12 and 30, 2021, MEG and FEET
has received payment from MDAL for
outstanding receivable, amounting total
US$23,247,722.48.

xii. On August 20, 2021, MPI has made early
partial repayment of total outstanding credit
facility from Bank Woori Saudara amounting
US$10,000,000.

xiii. On August 25, 2021, MPI has paid scheduled
installments to PT Bank Syariah Indonesia
Tbk amounting US$300,000.

xiv. On August 27, 2021, MPI has paid scheduled
installment to Bank Woori Saudara amounting
US$500,000.

xv. Based on the Notarial Deed No. 79 dated
August 26, 2021 of Leolin Jayayanti, S.H.,
M.Kn., Notary in Jakarta, the Shareholders of
the Company has appointed Yani Yuhani
Panigoro as the President Commissioner.
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56. EVENTS AFTER THE REPORTING PERIOD
(continued)

xvi.  Based on Notarial Deed of Leolin Jayayanti,
S.H., M.Kn. No. 86 dated August 30, 2021,
which has been approved by the Minister of
Law and Human Rights in his decision letter
no. AHU-0051458.AH.01.02 dated September
22, 2021, the Company amended its Article of
Association to increase the authorized capital
from Rp950,000,000,000 consisting of
38,000,000,000 ordinary registered shares
with par value of Rp25, to become
Rp1,375,000,000,000 consisting of
55,000,000,000 ordinary registered shares
with par value of Rp25.

xvii. On August 31, 2021, MPI has made drawdown
amounting Rp10,000,000,000 from PT Bank
Syariah Indonesia Tbk.

Deferred Premium Put Option dan
Zero Cost Collar

xviii. On September 3, 15, 24, 27, 28, and October
5, 2021, the Company entered into 12 months
Deferred Premium Put Option and Zero Cost
Collar with effective date October 1, 2021 and
January 1, 2022 amounting 180,000 barrels
per month in total with Natixis, Morgan Stanley
and ING Bank N.V..

Cross
Currency Swap

xix. On September 9, 2021, the Company issued a
Shelf Registered Rupiah Bond for
Rp1,000,000,000,000 (“PUB IV Phase I”)
consisting of two tranches:

Tranche A Rp400,000,000,000 with 3-
year tenor;
Tranche B Rp600,000,000,000 with 5-
year tenor.

The Company has entered into a Cross
Currency Swap for the Rupiah liabilities to US
Dollar in which the Company will pay fixed US
Dollar interest rate and receive fixed Rupiah
interest rate.

hedging
xx. On September 24, 2021, MPI closed the

hedging (CCS) transaction with PT Bank
Negara Indonesia (Persero) Tbk for the
amount of US$10,988,900.
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56. EVENTS AFTER THE REPORTING PERIOD
(continued)

xxi. On September 24, 2021, Sarulla Geothermal
Operation has paid scheduled installment to
Consortium Lenders amounting
USD36,069,000, with MGeoPS portion of
USD13,301,345.

xxii. On September 25, 2021, MPI has paid
scheduled installment to PT Bank Syariah
Indonesia Tbk amounting Rp6,000,000,000.

xxiii. On September 28, 2021, the Company paid a
scheduled loan installment to PT Bank DBS
Indonesia amounting to US$3,571,429.

xxiv. On September 29, 2021, MPI has made full
repayment of total outstanding credit facility
from ING amounting US$10,816,366.

xxv. Based on the circular resolution of
shareholders, as of October 8, 2021, MPI’s
shareholders declared dividend for the year
2020 totaled to IDR71,535,050,000. MPI has
completed the dividend payment on
October 8, 2021.

xxvi. On September 30, 2021, MPI has made
drawdown amounting to US$10,000,000 from
Bank Woori Saudara.

Senior Secured
Facility Agreement

xxvii. On September 30, 2021, MEPM and MEPTS
made an early repayment of US$10,000,000
of Senior Secured Facility Agreement from
Syndication Loan Lender.

xxviii. On September 30, 2021, the Company has
fully settled Rupiah Shelf Registered Bonds II
Phase II Tranche B amounting to
Rp701,000,000,000. The final settlement for
the Cross Currency Swap (“CCS”) transaction
related to this bonds has been completed.
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56. EVENTS AFTER THE REPORTING PERIOD
(continued)

xxix. Following shareholders approval in Annual
General Meeting of Shareholders, the
Company had started the shares buyback
program. As of October 8, 2021 the company
had repurchased its outstanding shares from
the market amounting 55,782,300 shares.

57. ACCOUNTING STANDARDS ISSUED BUT NOT
YET EFFECTIVE

The accounting standards that have been issued up
to the date of issuance of the Group’s    consolidated
financial statements, but not yet effective are
disclosed below. The management intends to adopt
these standards that are considered relevant to the
Group when they become effective, and the impact
to the consolidated financial position and
performance of the Group is still being estimated as
of completion date of the consolidated financial
statements. Unless otherwise indicated, the Group
does not expect that the future adoption of the said
pronouncements to have a significant impact on its
consolidated financial statements.
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57. ACCOUNTING STANDARDS ISSUED BUT NOT
YET EFFECTIVE (continued)

Effective beginning on or after January 1, 2022

Amendments to PSAK 57: Provisions, Contingent
Liabilities, and Contingent Assets regarding
Aggravating Contracts - Contract Fulfillment Costs

This amendment clarifies the cost of fulfilling a
contract in relation to determining whether a
contract is a burdensome contract.

The amendments to PSAK 57 provide that costs to
fulfill a contract comprise of costs that are directly
related to the contract. Costs that are directly related
to the contract consist of:
1. incremental costs to fulfill the contract, and

2. allocation of other costs that are directly related
to fulfilling the contract.

An entity shall apply those amendments to contracts
existing at the beginning of the annual reporting
period in which the entity first applies the
amendments (the date of initial application). The
entity shall not restate comparative information.
Instead, the entity shall recognize the cumulative
effect of initially applying the amendments as an
adjustment to the opening balance of retained
earnings (or other component of equity, as
appropriate) at the date of initial application. Earlier
application is permitted..

An entity shall apply those amendments to contracts
existing at the beginning of the annual reporting
period in which the entity first applies the
amendments (the date of initial application). The
entity shall not restate comparative information.
Instead, the entity shall recognize the cumulative
effect of initially applying the amendments as an
adjustment to the opening balance of retained
earnings (or other component of equity, as
appropriate) at the date of initial application. Earlier
application is permitted.
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57. ACCOUNTING STANDARDS ISSUED BUT NOT
YET EFFECTIVE (continued)

Effective beginning on or after January 1, 2022
(continued)

2020 Annual Improvements – PSAK 71: Financial
Instruments

fee

fee fee

fee

fee

This improvements clarifies the fees  that are
recognized by the borrower in relation to
derecognition of financial liabilities. In determining
the fee  to be paid after deducting the fee received,
the borrower only includes the fees paid or received
between the borrower and lender, including fees
paid or received by either the borrower or lender on
other‘s behalf.

An entity applies the 2020 annual improvements to
financial liabilities that are modified or exchanged on
or after the beginning of the annual reporting period
in which the entity first applies the amendment.
Earlier application is permitted.

Effective beginning on or after January 1, 2023

Amendments to PSAK 1: Classification of Liabilities
as Current or Non-current

The amendments specify the requirements for
classifying liabilities as current or non-current. The
amendments clarify:

• What is meant by a right to defer settlement

• That a right to defer must exist at the end of the
reporting period

• That classification is unaffected by the
likelihood that an entity will exercise its deferral
right

• That only if an embedded derivative in a
convertible liability is itself an equity instrument,
would the terms of a liability not impact its
classification

The amendments are effective for annual reporting
periods beginning on or after January 1, 2023 and
must be applied retrospectively. The Group is
currently assessing the impact the amendments will
have on current practice and whether existing loan
agreements may require renegotiation. Earlier
application is permitted.
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The original consolidated financial statements included herein
are in the Indonesian language.

PT MEDCO ENERGI INTERNASIONAL Tbk
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

As of June 30, 2021 and 2020 and
December 31, 2020, 2019, and 2018 and

for the Six-Month Periods ended
June 30, 2021 and 2020 and

the Years ended
December 31, 2020, 2019, and 2018
(Expressed in United States Dollars,

Unless Otherwise Stated)

58. APPROVAL AND AUTHORIZATION FOR THE
ISSUANCE OF CONSOLIDATED FINANCIAL
STATEMENTS AND PURPOSE OF
PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS

The issuance of the consolidated financial
statements of the Group was approved and
authorized by the Board of Directors on
October 25, 2021.

These consolidated financial statements were
prepared and issued solely for inclusion in the
offering document in connection with the proposed
offering of the debt securities of the Company in
Indonesia and is not intended to be and should not
be used for any other purposes.

59. PURPOSE OF PREPARATION AND ISSUANCE
OF CONSOLIDATED FINANCIAL STATEMENTS

These consolidated financial statements were
prepared and issued solely for inclusion in the
offering document in connection with the proposed
offering of the debt securities of the Company’s
subsidiary in the United States of America and
outside of the United States of America in reliance
on Rule 144A and Regulation S, respectively, under
the United States Securities Act of 1933.
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