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Introduction of
ASEANSAI

ASEANSAI

wASEANSAI is an autonomous, independent,
professional and noypolitical organization/
association established to build capacity, to
promote cooperation among its members, and sc 1: To support the implementation of ISSAT and
to establish constructive and beneficial relatior
with ASEAN and other stakeholders

w To be recognized and trusted as an organized
body of Supreme Audit Institutions which
promote good governance in the ASEAN Regi
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INTOSAI good practices

5G 2: To promote good performance of member 5Als

S5G 3: To support member SAIs to fulfill their role
towards the successful achievement of the SDGs

S5G 4: To strengthen ASEANSAI active role within
ASEAN agenda

S5G 5: To improve the cooperation with regional and
international parmers

5G 6: To strengthen organizational sovernance of
ASEANSAIL

S50 1.1: To promote safeguarding the
mdependence of member SAls

50 1.2: To assist member SATs in developing
national audit standards and guoidelines
aligned with ISSATs

50 2.1: To support member SAls fo ufilize
performance related tools and concepts

50 2.2: To support member SAls to progress
m auditing through capacity building

S50 3.1: To encourage and support member
SATs to conduct SDG-related anditing

50 4.1: To support ASEAN and AFC Agenda
S50 51: To expand cooperation with
mtemnational SAT pariners and stakeholders

50 52 To expand cooperation with
mtemnational donors

50 6.1: To improve the management and
organization of ASEANSAT
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Overview

Advantage Natural resources have the potential generatehuge

Factors amounts ofrevenue and cash flowsuch as taxes and
royalty.

Risk Licenses, concessions and rigltanferred by the

Factors government have substantial monetary value. This makes
them susceptible tanisuseby corrupt aut '

Driving The existence of mutiational companies,

Factors of countries, unclear regulations and author

IFFs

Industries management.
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According to theehergyMinistry'sGeological Agency data, coal
potential is 120.5 billion tons for open pit mining and 41

million tons for underground mining, with reserves of 31 billion
tons. Thebiggest potential of natural resources and coal
reserves in Kalimantan Island is around 57.6% and Sumatra is
42.4%.

Indonesia as one of the countries that
have abundance extractive commodities

Grasberg gold mine in the Papua province of
Indonesiais currently the w o r Iladyéssgold mine
containingmore than 70 Moz of goldreserves



Stated Owned Enterprise in Extractive Industries (SOEs)

Oil and Gas Mining
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Audit on the Indonesia Extractive

Industries

LEGAL FRAMEWORK
SEISMIC SURVEYS AND DATAMANAGEMENT

AWARD OF CONTRACTS AND LICENSES

MONITORING OF OPERATIONS

COLLECTION OF TAXES AND ROYALTIES

REVENUE MANAGEMENT AND ALLOCATION

IMPLEMENTATION OF SUSTAINABLE POLICIES

Audit Focus Areas on Extractive Industries, based on
Guideline: Audit Considerations for Extractive
Industries, AFROS/A, November 2015
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SOEs in Extractive Industries

BPK(SAI of Indonesiajlmostcarried
out the overall audit focus

aleads in extractiveindustries,
especially oraudits with specific

objectives compliance audix

Local
Government

Ministry of Energy and o
Mineral Resources
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Legal Framework

wBPKevaluates theprocess of extendinghe work contraciof PT o
Freeport Indonesiawith the Indonesian Governmerand thefindings
areincludingboundaries of mining operations, state revenue,
environmental aspects, and divestment of shares.

wBPK also reviews legal aspect compared to the PSC contract with cost
recovery scheme. BPK foutfte non-conformity of cost claims
with Government Regulation Number 27 of 201cbmparing
with PSC Contract arrangement.

7 —_ ™\ Presented based ouideline: Audit Considerations for
i i — Extractive Industries, AFROSB] November 2015
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Fiscal Systems, Contracts and Licenses

wBPKhascarriedout audit on the complianceof the partiesin the

process of Issuing licenses As a result, there are

differencesin licensesdata issuedby the RegionalGovernment
with thosemaintainedin the EnergyMinistry database

wBPKalsoaudit the suitability of the implementationof the profit
sharingschemeagreedin the ProductionSharingContract(PSC)
In calculatingthe profit sharingof miningoperations

7 N Presented based oGuideline: Audit Considerations for
i i — Extractive Industries, AFROSB] November 2015
T




Monitoring of Operations

wBPKhas carried out audit ofrollow~up on changes in legislatio
In the management of mining business. For example, since the
enactment of Law Number 23 Year 2014 concerning Regional
Government, the mechanism for transferring the authority to issue
licenses from the District/City Government to the Provincial
Government has not been implemented adequately.

wBPK also conducts audit omonitoring implementation of the

supply chain management activitie®ncerning of Upstream

Oil and Gas Business Activities by The Special Task Force for Upstrea
Oil and Gas Business Activities (abbreviated:NAg&S.

7”7 — N\ Presented based ofsuideline: Audit Considerations for
sl i - S Extractive Industries, AFROSB] Novembel015
.




Collection of Taxes and Royalties

wBPK conductaudit on the compliance of the contractor fullfilling the

obligationto pay taxes and royalties, including the imposition of fines for late
payment of taxes and royalties.

Revenue Distribution

wBPK conducts audit on compliance for saving fund to fulfillmepiOost- 5
mining guarantees / guaranteed reclamatidsy the contractos.

wThe BPK alsanalyzes the impact of the delay in the constructioh

mining materialpurification facilities(e.g. for nickel) for increasing state
revenue.

//*—\ Presented based oGuideline: Audit Considerations for
Extractive Industries, AFROSBKE] November 2015
i




Implementation of Sustainable Policies

wThe BPK audits the compliance of the proceds®ing protected forest

and conservation forests as concessigail and gas, also
mineral and coal mines.

wThe BPK audits tHenpact of disposal of mining operational
waslte on terrestrial, river and sea ecosystems.

wThe BPK conducts audit efnanagement of permits for hazardous
and toxic materialy Extractive Industries.

wBPK also conducts audit fdlfilling Corporate Social Responsibility

(CSR) fund obligations help maintain / improve the welfare of local
residents

EPOINTOSAI 72— N\ Presented based oGuideline: Audit Considerations for
Extractive Industries, AFROSE] NovembeR015
ing Group on Audit of Extractive Industries \"'/J




Nature of
IFFs on
Indonesia
Extractive
Industries

Extractedfrom the
results of BPlaudit
In Indonesia
extractive
Industriesin

First, manyrent-seeker(actors inmulti-level governancepoliticians, and businessmen)
which influence the nottransparent granting mining licenses and tender process. This is
reflected in the number of mining business licenses thatreteclear and clean.

Second the multtHlevel governance context produckfferent sets of revenue datahat
iIndicated the existence of data manipulatidrade misinvoicing and theloss of tax
revenue.Beside that,dck of transparency in data on oil and gas, can trigger errors or
manipulation in the determination gercentage of gross production spsichemes, as
alternative of cost recovery scheme.

Third, regulatory vulnerability, including th@st recovery schemédviany problems
concerning with cost recovery scheme including chargingel&vant cost and do not
complywith government regulations, and alsost mark updy contractors.




Lesson Learned

AFair accountability and responsibilityetween central ad local
government in term of licenses Issuing process.

AData Integratlonamong centralidudingcustom) and local
governmentconcerning mining production, taxes and other
compensation paid by contractors.

AFair and conformity of lavbetweenproduction sharing cost
(PS¢contract and government regulation on cost recovery scheme.

AFairness bidding and benchmarkimgthe selection of
contractors.

AMore objective audiconcerning environmentspect.

ABetter coordinationon bilateral and multilateral to prQ
Transparancy 23
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