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I. Summary and Principal Recommendations  

The Tangguh Independent Advisory Panel (“TIAP”) was established by BP to provide 

external advice to senior decisionmakers regarding non-commercial aspects of the Tangguh LNG 

Project.  The Panel is chaired by U.S. Senator George Mitchell and includes Lord David Hannay 

of Chiswick from the UK, Ambassador Sabam Siagian from Jakarta and the Reverend Herman 

Saud from Jayapura.  The Panel is charged with advising BP on how Tangguh can achieve its 

potential as a world-class model for development, taking into account specifically:  the Project’s 

effects on the local community; its impact on political, economic and social conditions in 

Indonesia generally and Papua in particular; and its evaluation of Indonesia and Papua “country 

risk.”   

This is the Panel’s second report to the BP Group Chief Executive.  The first report, 

submitted in October 2002, is available, together with BP’s response, from the Panel or on BP’s 

website.1  This year, the Panel engaged in detailed background briefings by the Tangguh Project 

team and took an extensive visit to Indonesia, including Jakarta, Jayapura, Manokwari, Babo, 

Tanah Merah and the site of the new Tanah Merah Baru.  For the second year, the Panel met 

with a wide variety of Indonesian, U.S. and UK government officials; leaders in Jakarta, 

Jayapura, Manokwari, Babo and in Tanah Merah; NGOs in London, Washington, Jakarta and 

Jayapura; the Regents of Cenderawasih University in Jayapura and the University of Papua in 

Manokwari (“UNIPA”); representatives of donor agencies, including the U.S. Agency for 

International Development (“USAID”), the UK Department for International Development 

(“DFID”), the Australian Agency for International Development (“AusAID”), the United 

Nations Development Programme (“UNDP”), and the World Bank; BP’s Engineering, 

                                                   
1   Communications directly with the Panel can be made by e-mail to TIAP@Tangguh.net. 
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Procurement and Construction (“EPC”) contractor; and many directly affected Papuans.2  The 

Panel utilized independent legal counsel, and was again given complete access to all information 

it requested and total independence in its inquiries and its findings.  The conclusions and 

recommendations in this report are those of the Panel alone.   

The Tangguh Project remains of enormous significance to Indonesia and to Papua.  While 

uncertainties exist regarding the future division of revenues between the Government of 

Indonesia (“GOI”) and the provincial and local authorities, Tangguh, even if implemented at the 

outset with only two LNG trains, would represent the largest investment and revenue stream 

generated in Papua since the Freeport McMoRan Grasberg Mine in 1987. 

The Project is particularly significant to the Bintuni Bay region of the Bird’s Head area of 

Papua, where economic benefits could be substantial, but where expectations could be 

unrealistically high.  Some significant development already has taken place, including the 

construction of a 1300 meter airstrip at Babo; new piers at Babo; other beneficial projects at 

several of the directly affected villages (“DAVs”); the ongoing construction of the new village of 

Tanah Merah Baru; and the employment of significant numbers of Papuans. 

This development is taking place in a region that has no substantial population centers 

within a hundred kilometers of the Tangguh site.  There are no roads connecting the towns and 

villages around Bintuni Bay.  The bay in the area of the Project is lined with mangroves and is 

approximately 80 kilometers from perhaps the world’s largest mangrove forest.  The Bay area is 

considered by environmentalists to be one of the world’s most diverse marine ecosystems.  

However, it is not untouched by development.  There are shrimp processing facilities, logging 

                                                   
2   A list of all individuals and entities consulted by the Panel is included at Appendix 1. 
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operations (legal and illegal), oil palm plantations and sago tree nurseries in the surrounding 

areas. 

The region is described more fully in the Panel’s First Report.  With the exceptions of the 

extensive clearing and construction for Tanah Merah Baru, and the construction of the new 

airstrip, which has opened the area to regular commercial flights, the region so far has changed 

little.  The villagers have limited health and education facilities, very modest job opportunities, 

and virtually no infrastructure for drinking water or wastewater. 

The Panel considered BP’s activities and proposals in relation to the most respected 

current global norms that establish best practices for projects in developing countries.  These 

include the United Nations Universal Declaration of Human Rights, the International Labor 

Organization Convention Concerning Indigenous and Tribal Peoples in Independent Countries, 

the World Bank Operational Directive with respect to indigenous peoples, the U.S.-UK 

Voluntary Principles on Security and Human Rights (the “Voluntary Principles on Security”), 

and other World Bank and IFC policies regarding environmental operations and protection of 

natural habitats.3  BP has committed to abide by these standards, and the Panel concludes that, 

thus far, it has met this commitment. 

BP’s compliance with Indonesian law was outside the scope of the Panel’s inquiry, but 

the Panel was assured by all government officials that BP was abiding by all national and local 

legal standards. 

The Panel has been briefed on commercial contracts and prospects and the Project’s 

status and timeframe.  Many of the officials with whom the Panel met expressed a desire that the 

Project move forward as quickly as possible.  The Panel understands that BP and its partners are 

                                                   
3 Key provisions of these instruments are included at Appendix 2 to the Panel’s First Report. 
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proceeding on a schedule that contemplates making a final investment decision in the second half 

of 2004. 

The Panel makes the following principal recommendations, in addition to those in its 

First Report, each of which is described more fully in the sections below. 

The Need for Substantial and Tangible Benefits in the Near Term 

§ As the construction phase of the Project approaches, BP’s community development 
activities will need to move more from planning and dialogue to provision of 
benefits in the areas of health, education and infrastructure. 

§ Continue to work in partnership with USAID, UNDP, and DFID toward long term 
sustainable growth and local government capacity building in the Bird’s Head 
region.  

§ Encourage and support measures to promote sustainable and diverse economic 
development in the Bird’s Head region, and focus particularly on the potential 
benefits of a micro-finance program. 

§ Provide increased tangible benefits to the north shore communities in order to 
rectify perceived imbalances regarding allocation of benefits between the north and 
south shore communities of Bintuni Bay. 

§ Develop a sound working relationship with the Regent and other government 
officials at the new district capital of Bintuni. 

§ Utilize BP’s skills in finance to work with the GOI and multinational lenders to 
determine the viability of possible financing mechanisms to smooth out and bring 
forward the flow of revenues to Papua. 

Security 

§ Continue the dialogue with the TNI and the regional military commander as well as 
the regional and local police authorities to implement community based security and 
seek an understanding of the specific responses to handling any security problems 
that may arise during construction or production. 

§ Explore promptly with BPMIGAS and the regional police authorities the form and 
scope of support BP should provide for community based security pursuant to the 
Memorandum of Understanding between BPMIGAS and the national police. 

§ Provide support only through BPMIGAS, and only for facilities or equipment that 
are consistent with the standards set out in the Voluntary Principles on Security, the 
United Nations Universal Declaration of Human Rights, and other international 
standards relevant to human rights and the provision of security. 
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§ Specify in writing the precise services that BP will provide for security and identify 
standards of performance to which the police are expected to adhere. 

§ Closely supervise and monitor BP’s security contractor to ensure that the private 
security force is properly trained, complies with BP’s Code of Conduct and the 
standards of the Voluntary Principles on Security. 

Mitigation of Construction Activities 

§ Develop a specific plan to respond to any violations of BP’s policies and standards 
by its contractors.  

§ Ensure that all contractors and subcontractors are monitored effectively by the 
EPC contractor and BP. 

§ Ensure that all subcontractors under the EPC are fully aware of BP’s Code of 
Conduct and its policies applicable to community relations and workforce hiring 
and management, and encourage EPC contractors to include in all subcontracts 
provisions for rewarding outstanding performance and imposing sanctions for 
violations of these requirements. 

Training and Employment of Papuans 

§ Monitor and enforce the contractual commitments of BP’s contractors and 
subcontractors to recruit, train and employ Bintuni Bay villagers and other 
Papuans. 

§ Ensure that contractors and subcontractors institute procedures to protect 
employees’ rights and follow international labor standards for any employee 
dismissals. 

§ Review pursuant to ILO standards all proposed dismissals of Papuan workers. 

§ Undertake measures to safeguard and enhance the fishing livelihoods of local 
villagers, such as modernization of the fishing fleet for those DAVs whose fishing 
will be affected by the construction of Tangguh facilities.  

§ Encourage and support the establishment of a Bintuni Bay fisheries management 
plan aimed at the long term protection of the livelihoods of local villagers, the fish 
stocks and the environment. 

Public Information 

§ Strengthen BP’s public information effort and underlying structure. 

§ Seek a broader audience for BP’s communications regarding its goals, programs 
and benefits, and to the extent possible, engage directly with the people of the 
region. 
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§ Undertake measures to improve the effectiveness of BP’s local communications 
regarding Tangguh, such as dissemination of information in Indonesian and the use 
of plain language and bullet points for ease of understanding. 

§ Invite journalists and other opinion makers to see first hand the tangible benefits of 
Tangguh. 

Environment 

§ Continue to support partnerships with environmental organizations and AID 
agencies to protect the environment of Bintuni Bay, particularly preservation of 
critical mangrove forests. 

§ Support the development of a fisheries management plan for Bintuni Bay, including 
a current baseline of existing stocks. 

Transparency 

§ Work with BPMIGAS and other Indonesian and Papuan authorities to encourage 
full and clear publication of all revenue flows relating to Tangguh to clarify the 
implementation of the revenue sharing provisions of Special Autonomy. 

Relocation of Tanah Merah 

§ Address promptly any problems that arise in connection with the relocation and 
resettlement of Tanah Merah villagers or the renovations of Saengga village. 

 

II. Current Political Developments 

In the First Report, the Panel described the Special Autonomy Law that was enacted in 

2001 as a response to pressures in Papua and the need to provide fairness and justice to Papuans.  

Although it found that “timely implementation of Special Autonomy would make it possible to 

accomplish a structure that materially reduces ‘country risk’ from instability in Papua,” the Panel 

nevertheless concluded that Special Autonomy “At best . . .will take time; at worst, it may not be 

fully implemented and could fail.”   
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On December 26, 2002, President Megawati traveled to Jayapura and “officially 

inaugurated” Tangguh4, calling it a “national project.”  Shortly thereafter, on January 27, 2003, 

she signed Presidential Instruction Number 1/2003, which implemented and accelerated a 1999 

law that would divide Papua into three separate provinces5.  The Special Autonomy Law 

specifically provides for the establishment of a Papuan Representative Assembly (“MRP”) that, 

among other things, would have the authority to approve any division of the province.  At this 

point, no MRP has been created.  Consequently, the issuance of the Presidential Instruction has 

diminished materially the credibility of those who supported Special Autonomy as a political 

solution for Papua. 

Although every government official in Jakarta and Papua with whom the Panel met 

affirmed the Government’s commitment to Special Autonomy, it is apparent that there are 

substantial differences of opinion in Jakarta regarding Special Autonomy.  Many in the GOI 

support its revenue sharing aspects but reject many of its political components. The Coordinating 

Minister for Security and Political Affairs, Susilo Bambang Yudhoyono, however, assured the 

Panel that Special Autonomy would be fully implemented, both politically and economically.  

He described the Presidential Instruction as a directive that must be “synchronized” with Special 

Autonomy.  However, at this stage it is not at all clear which view will prevail.   

In fact, on August 27, 2003, Coordinating Minister Yudhoyono announced President 

Megawati’s decision to postpone the division of Papua.6  This decision followed serious fighting 

in Timika, which erupted after local leaders declared the establishment of the province of Central 

                                                   
4 See Megawati does it “her way”, inaugurates Tangguh gas project with song, Agence France Presse (Dec. 26, 
2002).  President Megawati did not, at this time, declare Tangguh a “vital national asset,” which would trigger 
specific security requirements. 
5 Law No. 45/1999, enacted under President Wahid. 
6 See Government postpones plan to divide Papua, The Jakarta Post (Aug. 28, 2003). 
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Irian Jaya.7  Minister of Home Affairs Hari Sabarno affirmed that the GOI will proceed with its 

plan to split Papua, noting that a team responsible for synchronizing GOI legislation on Papua 

has proposed certain adjustments to the Special Autonomy Law, particularly with respect to the 

powers of the yet to be established Papua People’s Assembly (“MRP”).8  Proposed modifications 

to the Special Autonomy Law’s provisions on the MRP would eliminate much of its decision-

making authority9, including its power to approve the division of the province.  

If the province is divided, Tangguh will be located in West Irian Jaya province, with its 

capital at Manokwari; this will have both economic and political consequences.  Economically, 

any revenues that flow back to the province through the implementation of Special Autonomy 

would go only to West Irian Jaya and be distributed entirely to districts and subdistricts within 

that area, which represents approximately 30 percent of the population of Papua.  This would 

provide greater funds to the Bird’s Head region but it would also create economic imbalances 

with the other Papuan provinces.  Politically, the division of Papua, and the imbalances in 

incomes, services and infrastructure among the three Papuan provinces that would result, could 

well increase political instability, inevitably affecting the Tangguh Project. 

Although the proposed division of Papua may complicate the situation, particularly in the 

short term, the Panel believes these uncertainties will not materially affect the overall viability of 

the Project.  The Panel recalls the conclusion in its First Report that “it would be unwise for BP 

to rely too heavily on [the delivery of Special Autonomy] for all the needs of the Papuan 

people.”  The Panel reiterates this caution, which now appears to be even more compelling. 

                                                   
7 See Indonesia:  TNI to send four more battalions to Papua, especially PNG border area, World News Connection 
(Sept. 4, 2003).  At least five people were killed as a result of the fighting.   
8 See Govt to proceed with Papua split, warned of dire result, The Jakarta Post (Sept. 9, 2003).   
9 Id. 
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A separate but important jurisdictional change has taken place already.  Fourteen new 

districts, including ten new Kabupatens, have been established in Papua.  A new district of  

Teluk Bintuni has been carved out in the Bintuni Bay region.  As a result, the Regency, or 

district capital in which Tangguh is located has been consolidated within Bintuni, a new district 

with its capital on the north shore of Bintuni Bay.  It is important for BP to develop and sustain 

good working relationships with the officials of this new Regency. 

III. Military/Security Developments 

In the past year, there have been several developments affecting the security situation in 

Papua.  First, there was an ambush of a convoy of teachers working for Freeport near Timika on 

August 31, 2002.  Two Americans and one Indonesian were killed.  The unresolved investigation 

of these killings has put a significant strain on U.S./Indonesia relations.  Following repeated 

requests by the United States that the Federal Bureau of Investigation (“FBI”) be allowed full 

and private access to witnesses and independent analysis of any evidence, the FBI has returned 

for further investigation.  The U.S. Department of State has concluded, however, based on its 

participation in the investigation by the Indonesian police, that “members of the Indonesian army 

were responsible for the murders in Papua.”10  A TNI official has denied this charge, and 

suggested that the attackers were related to the separatist movement, the Organisasi Papua 

Merdeka (“OPM”), but there has been no convincing proof of this conclusion.  If the ambush is 

established to have been the work of the TNI, this has wide ranging implications for the security 

arrangements of Tangguh. 

Second, on April 4, 2003, there was an attack on a TNI outpost at Wamena, in the central 

highlands of Papua, resulting in three deaths.  The TNI claims that this attack was led by the 
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OPM in an effort to steal weapons and ammunition.  However, there are claims that the TNI 

instigated this attack.  Although details are still sketchy, there have been allegations of human 

rights abuses and burning of villages near Wamena.11   

Third, the trial of seven Kopassus (TNI special forces) soldiers for the murder of Theys 

Eluay, the leader of the Papuan Presidium Council, a peaceful pro-independence Congress, 

ended in the conviction of five officers and two enlisted men.  However, the sentences, which 

ranged from two to three and one-half years, were viewed by many Papuans as inadequate, and 

the head of the TNI, General Ryamizard, hailed the convicted officers as heroes.  

Fourth, the activities of a radical Islamic group, known as Laskar Jihad, apparently have 

diminished in the Bird’s Head region.  This reduces one destabilizing factor with potential for 

violence in the Tangguh area. 

Fifth, of major importance to Indonesia, and indirect relevance to Tangguh, are the 

activities of the radical Islamic group Jemmah Islamiyah (“JI”) and the response of the GOI.  On 

October 12, 2002, massive bombs were detonated at Bali nightclubs killing 202 people, 

including 88 Australians.  The successful investigation, led by I Made Pastika, the former Chief 

of Police in Papua, concluded that JI was responsible for the attack.  To date, more than 30 

arrests have been made, and two of the men suspected of planning and executing the attack have 

been convicted and sentenced to death.12  However, Abu Bakar Bashir, the alleged leader of JI, 

was acquitted of terrorism charges.13  Instead, Bashir was sentenced to jail for four years on a 

                                                                                                                                                                    
10 See A Nightmare, and a Mystery, in the Jungle; Ambush of School Outing Left 3 Dead, 8 Wounded And Suspicion 
of Involvement by Indonesian Army, The Washington Post (June 22, 2003). 
11 See Amnesty investigates reports that Indonesian military tortured Papuans, The Jakarta Post (Apr. 15, 2003). 
12 See Amrozi guilty verdict welcomed, CNN.com (Aug. 7, 2003) (discussing the conviction and sentencing of 
Amrozi bin Nurhasyim); Bali militant sentenced to death; Nightclub bombing killed 202 people, San Francisco 
Chronicle (Sept. 11, 2003).   
13 See Bashir verdict will hit ties with US, The Straits Times Interactive (Sept. 12, 2003). 
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less serious charge.14  On August 5, 2003, immediately prior to the first sentencing of a Bali 

bomber, another bomb ripped through the J.W. Marriott in Jakarta, an American owned and 

operated hotel frequented by Americans and other expatriates in the business community.  

Authorities believe this attack was also the work of JI.  Although there is no evidence of JI 

activity in Papua, these terrorist attacks must be considered in relation to security at Tangguh.  

IV. Overview 

The Panel found that reactions to the project remain generally positive in Jakarta, 

Jayapura, Manokwari and the Bintuni Bay Region.  Government officials at all levels were 

supportive.   Some NGOs expressed concerns but there was little outright opposition.  Many of 

their concerns may result from a lack of information or from a reluctance thus far to rely on the 

commitments BP has made.   

Environmental groups were particularly supportive of the Tangguh Project and of the 

environmental conservation activities that BP has entered into regarding preservation of the 

mangrove forest surrounding the Bay, the development of a biodiversity action plan, community 

education programs and the publication of an environmental atlas of the Bintuni Bay region. 

Many of the issues raised by government officials and NGOs related to the pace of 

development and the expectation of near term benefits.  There have thus far been only modest 

tangible benefits to the Bird’s Head region and the province of Papua, other than assistance BP 

has provided to the DAVs and the development at Babo.  The impatience of local leaders is 

likely to increase with construction and then operation of the Project if tangible benefits are not 

seen to be proceeding in parallel. 

                                                   
14 Id. 
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The construction of Tanah Merah Baru and the relocation of the Tanah Merah villagers 

has the support of village leaders, although there were a few minor complaints.  Situations will 

certainly arise during and after the relocation, now scheduled for early 2004, that create tension 

and dissatisfaction.  It is important that BP focus on any problems that arise, and resolve them 

fairly and promptly.  It would be unfortunate if all the good work done this far were impaired by 

ill feeling created by the move.  Further, there is continuing tension between communities on the 

north shore of Bintuni Bay and the communities on the south shore resulting from a perception 

on the north shore that they are not getting a fair share of the benefits. 

On a broader level, there is substantial tension between much of the Papuan “political 

elite” in Jayapura and certain political forces in Jakarta and Manokwari regarding the division of 

the province and the consequent allocation of revenues from Tangguh.  Although the Panel 

continues to see Special Autonomy for a unified Papua as the most stable and beneficial solution, 

BP cannot control the implementation of Special Autonomy.  The Panel, in its First Report, 

concluded:  “[I]t is critical that BP establish a structure that is sustainable through political 

change that benefits all of the major political elements and thereby reduces incentives for any 

group to interfere with the Project.”  While certain specifics have changed, this conclusion 

remains valid. 

The respective roles of the police and TNI in Tangguh’s community based security 

program remain one of the most sensitive issues for the Project.  The major stakeholders are in 

agreement on the concept for community based security but the details of implementation have 

yet to be worked out.  This concept will need to be implemented and there are pressures to do so 

quickly.  Although President Megawati has announced that Tangguh is a “national project,” she 

has not declared it a “vital national asset.”  If Tangguh is declared to be a “vital national asset,” it 
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would trigger specific security obligations by the TNI.  However, whether or not the GOI 

declares Tangguh a “vital national asset,” issues regarding deployment and support of police and 

TNI must be addressed urgently. 

The activities of BP’s contractors, both currently and during the construction phase, will 

need meticulous monitoring.  Most of the workers on the Project will be employed by contractors 

and subcontractors over which BP will not have direct control.  Yet BP may bear full 

responsibility for any problems that occur.  It is essential, therefore, that BP exercise effective 

oversight of its contractors. 

Finally, should market developments delay the construction phase of the Project, it will 

be important that BP explain its decision clearly to all stakeholders and continue its programs in 

the Bird’s Head region in community development, capacity building and environmental 

preservation. 

V. The Need for Substantial and Tangible Benefits in the Near Term 

As Tangguh approaches the construction phase there is a greater need for visible benefits 

for the Project’s Papuan constituencies.  There has been an abundance of consultation and 

dialogue, which has created expectations that, if unfulfilled, will soon lead to impatience.  BP’s 

Integrated Social Strategy (“ISS”) has made a good start at providing much needed near term 

benefits in advance of construction. 

Already, BP has implemented several community development assistance programs, 

including a $30,000 per year contribution to self-administered funds for each of the nine DAVs; 

a program to educate the local populations regarding HIV/AIDS; and another to facilitate a 

malaria survey and community treatment in the Project area. 
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The Panel commends BP’s participation, with USAID and DFID, in the Bird’s Head 

Alliance.  Rather than near term benefits, these programs look more toward long term sustainable 

growth and local government capacity building, which are essential to the region’s future.  BP 

should continue to work in partnership with USAID, UNDP and DFID toward these goals.  One 

of the most promising components of the Diversified Growth Strategy (“DGS”) is exploring the 

potential for micro-enterprise and micro-finance to foster sustainable and diverse economic 

development.  The Panel recommends that BP focus attention in this area and make specific 

recommendations regarding the potential benefits and costs of a micro-finance program for the 

Bird’s Head region. 

When construction begins, it will be necessary to show greater results in health, 

education and infrastructure. To date, there has been no material benefit to Papuans in the 

important areas of education and clean water.15    

Further, because of the geography of Tangguh, most of the development and its attendant 

benefits to housing, health and infrastructure will flow to communities on the south shore of 

Bintuni Bay, while much of the gas is located in a reservoir under the north shore.  In order to 

diminish tensions between north and south shore communities, and to balance the benefits, 

additional steps will need to be taken to provide more benefits to north shore communities.  

One mechanism BP should consider is establishing a separate development fund to 

provide additional support for health care and infrastructure, including clean water programs, in 

north shore communities.  Development of such facilities with BP support would be responsive 

                                                   
15   Specific suggestions regarding health care and education are included in the Panel’s First Report. 
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to complaints of imbalance and unfairness and would assist these communities in a way that 

materially benefits their standard of living.16 

Additionally, BP needs to develop a sound relationship with the new Regent of Teluk 

Bintuni, the chief governmental official of the new district in which Tangguh is located, and 

consult with the new Regent regarding appropriate support for the district capital at Bintuni. 

Separately, but equally important, is the reality that even if the revenue split of Special 

Autonomy is implemented fully, returning seventy percent of post-tax revenue to the province, it 

will be a decade or more before any of these revenues begin to flow.17  Moreover, when revenues 

finally begin, there will be a sudden very substantial increase that could create problems for 

district governments in their appropriate uses. 

For these reasons, the Panel’s First Report recommended that BP explore with 

multinational lenders, the GOI and Papua whether an external line of credit or a fund could be 

established from which the region could borrow against future Project revenues.  Although there 

are significant complexities in the establishment of such a fund, which are increased by the 

possible split of Papua into three provinces, the Panel continues to believe that a mechanism to 

bring forward and smooth out the flow of revenues to Papua could be of major benefit.  

Accordingly, the Panel recommends that BP utilize its financial expertise to determine whether 

there are viable options for such a financing mechanism.  BP can act as a generator of ideas that 

ultimately could be utilized to bring forward and smooth out this anticipated flow of revenues. 

 

                                                   
16   The recent report Financing Water for All, by the World Panel on Financing Water Infrastructure, highlights the 
enormous needs worldwide for clean water and wastewater disposal and treatments, and their proven benefits to 
public health.  Technical assistance and funding on concessional terms to local governments are the most effective 
means of providing these services in rural areas.  See Financing Water For All, Report of the World Panel on 
Financing Water Infrastructure (March 2003).  
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Recommendations: 

§ As the construction phase of the Project approaches, BP’s community development 
activities will need to move more from planning and dialogue to provision of 
benefits in the areas of health, education and infrastructure. 

§ Continue to work in partnership with USAID, UNDP, and DFID toward long term 
sustainable growth and local government capacity building in the Bird’s Head 
region.  

§ Encourage and support measures to promote sustainable and diverse economic 
development in the Bird’s Head region, and focus particularly on the potential 
benefits of a micro-finance program. 

§ Provide increased tangible benefits to the north shore communities in order to 
rectify perceived imbalances regarding allocation of benefits between the north and 
south shore communities of Bintuni Bay. 

§ Develop a sound working relationship with the Regent and other government 
officials at the new district capital of Bintuni. 

§ Utilize BP’s skills in finance to work with the GOI and multinational lenders to 
determine the viability of possible financing mechanisms to smooth out and bring 
forward the flow of revenues to Papua. 

VI. Security 

Security remains one of the most sensitive and complex issues facing Tangguh.  Given 

the importance of Tangguh to Indonesia, it is plain that both the police and the TNI will have a 

role in Tangguh security.   

The Panel reaffirms its support for community based security.  This concept was 

endorsed by all of the officials with whom the Panel met in Jakarta and Papua.  BPMIGAS and 

the police expressed positive views regarding community based security at a Lemhanas 

conference in Jakarta on July 8, 2003.  However, the practical issues of implementation have not 

yet been addressed specifically.  The regional police informed the Panel that a unit of the 

police’s mobile brigade (“Brimob”) must be present in all new districts.  The policy is not 

specific to Tangguh; however, it would likely result in some deployment of Brimob in the 

                                                                                                                                                                    
17   Appendix 4 to the Panel’s First Report explained the delay in the revenue flow extensively, estimating that it 
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Bintuni District’s capital.  The police Chief of Operations18 pointed out that Tangguh is 

important to the prestige of Indonesia and therefore security must be a top priority.  He indicated 

an urgency to resolve issues relating to the police presence in the Bintuni District.  Separately, no 

official with whom the Panel met indicated a need for a TNI presence at Tangguh.  Thus, the 

Panel continues to believe that community based security is viable and should be pursued. 

There is a need for prompt guidance regarding specific engagement with the police and 

ultimately with the TNI.  Police expenditures will increase as a result of the need to provide 

security in the new Bintuni district.  BP must face the reality of providing some appropriate 

support for those increased costs.  Any support must be approved by and provided through 

BPMIGAS, which has endorsed community based security, and has entered into a Memorandum 

of Understanding (“MOU”) regarding security with the national police19.  BP should explore 

promptly with BPMIGAS the form and scope of support that is lawful in Indonesia, permissible 

under the MOU and consistent with community based security.  Such support should be 

completely transparent. 

Any specific support for the police should also be consistent with the standards set out in 

the Voluntary Principles on Security20, the United Nations Universal Declaration on Human 

                                                                                                                                                                    
would be 2012 before major resources will flow to Papua. 
18   The former Police Chief, with whom the Panel met last year, I Made Pastika, successfully ran the investigation 
following the Bali bombings on October 12, 2002, and is now Police Chief of Bali.  His successor did not meet with 
the Panel, which met with the Chief of Operations, Colonel Max D. Aer. 
19 An MOU “relating to enforcement of security improvement of Natural Oil and Gas Upstream Operation” was 
entered into on June 20, 2003 between BPMIGAS and the national police.  The MOU addresses the subject of 
security at all upstream oil and gas operations, delegating the agreement’s implementation at the regional level to the 
Chief of regional police on behalf of the national police.  It also states that the budget for security enforcement shall 
be “burdened proportionately to [the] budget of individual parties involved in security enforcement.” 
20 The Voluntary Principles on Security, attached at Appendix 2, provide the following guidance:  “Companies that 
provide equipment to public security should take all appropriate and lawful measures to mitigate any foreseeable 
negative consequences, including human rights abuses and violations of international humanitarian law,” and “. . . 
should, to the extent reasonable, monitor the use of equipment provided by the Company . . . .”   



 18 

Rights, and other international standards relevant to human rights and the provision of security21.  

In addition, to the extent possible, BP should seek an agreement that specifies the precise 

services that are to be provided and sets standards of training, performance and accountability to 

which the police will commit themselves to adhere as well as the monitoring of that 

performance.  The same standards should apply for any support provided to the TNI. 

Separately, BP is seeking bids by private security contractors to implement the private 

security component of community based security.  Consequently, the local community 

component of Tangguh security will be under the immediate supervision of a contractor rather 

than directed by BP.  BP must ensure that recruitment of security guards meets its commitment 

to hiring of Papuans and that all guards be trained to respect the rights of employees and the local 

community.  Given the sensitivity of any adverse actions by security guards, it is essential that 

BP emphasize to its contractor the importance of BP’s Code of Conduct and of limiting the use 

of force to that which is “strictly necessary” and “proportional to the threat” as prescribed in the 

Voluntary Principles on Security22.  If possible, adherence to these principles should be 

incorporated in BP’s contract with its security provider, together with sanctions for violations.  In 

addition, BP must closely supervise and monitor its security contractor to ensure that these 

standards are met. 

Recommendations: 

§ Continue the dialogue with the TNI and the regional military commander as well as 
the regional and local police authorities to implement community based security and 
seek an understanding of the specific responses to handling any security problems 
that may arise during construction or production. 

                                                   
21 The two most important such standards are the UN Code of Conduct for Law Enforcement Officials and the UN 
Basic Principles on the Use of Force and Firearms, which are included at Appendix 2. 
22 Voluntary Principles on Security, Appendix 2. 
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§ Explore promptly with BPMIGAS and the regional police authorities the form and 
scope of support BP should provide for community based security pursuant to the 
Memorandum of Understanding between BPMIGAS and the national police. 

§ Provide support only through BPMIGAS, and only for facilities or equipment that 
are consistent with the standards set out in the Voluntary Principles on Security, the 
United Nations Universal Declaration of Human Rights, and other international 
standards relevant to human rights and the provision of security. 

§ Specify in writing the precise services that BP will provide for security and identify 
standards of performance to which the police are expected to adhere. 

§ Closely supervise and monitor BP’s security contractor to ensure that the private 
security force is properly trained, complies with BP’s Code of Conduct and the 
standards of the Voluntary Principles on Security.   

VII. Mitigation of Construction Activities  

As construction approaches, the mitigation of adverse impacts resulting from 

construction must be a priority.  The Panel has reviewed the Engineering, Procurement and 

Construction (“EPC”) contract, including its provisions on oversight, environment, health and 

safety, security, recruitment, workforce management and community relations.  The Panel had an 

extensive briefing from and discussion with the EPC contractor, which together with its 

subcontractors will manage the entire workforce constructing the LNG onshore facilities. 

The EPC contractor is fully aware of BP’s policies, goals and standards for security, 

community relations, environmental protection and local hiring.  It is aware of the importance of 

these goals and has pledged to meet them.  The Panel reaffirms its support for BP’s plans to 

minimize adverse effects of temporary labor in the Bintuni Bay region and its objectives for 

employment of Papuan workers.  The Panel also endorses the contractor’s plan to limit offsite 

activities of workers and, to the greatest degree possible, to minimize use of cash at and around 

the work site. 

However, it is likely that some problems, possibly related to alcohol, drugs or 

prostitution, will arise.  BP and its contractors must be prepared for such transgressions and be 
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ready to respond firmly.  The EPC contract includes an HSE Reward Program, designed to 

encourage contract and subcontract workers in “achieving agreed-to health, safety and 

environmental targets.”  However, the contract does not include any reward program for BP’s 

other important objectives, or any specific penalties for violations of BP’s Code of Conduct or 

other failures to meet BP’s stated goals.  BP should ensure that all employees of EPC 

subcontractors are fully aware of its Code of Conduct and its policies applicable to community 

relations, workforce hiring and management.  The EPC contractor should consider a system in all 

subcontracts of rewards for outstanding performance in these areas similar to the HSE Reward 

Program.  Moreover, the EPC contractor should consider a provision imposing specific monetary 

sanctions for violations of these requirements.  It is particularly important that violations be 

penalized promptly.  Further, all subcontractors should be monitored by the EPC contractor and 

BP.  Sanctions should be applied against any subcontractor that does not fully implement the 

contract’s stated objectives.   

Recommendations: 

§ Develop a specific plan to respond to any violations of BP’s policies and standards 
by its contractors.  

§ Ensure that all contractors and subcontractors are monitored effectively by the 
EPC contractor and BP. 

§ Ensure that all subcontractors under the EPC are fully aware of BP’s Code of 
Conduct and its policies applicable to community relations and workforce hiring 
and management, and encourage EPC contractors to include in all subcontracts 
provisions for rewarding outstanding performance and imposing sanctions for 
violations of these requirements. 

VIII. Training and Employment of Papuans 

BP’s commitment to provide a job opportunity for one member of each household in 

every DAV and its commitment generally to train and hire Papuans for the Project is off to a 

good start.  Papuans represent a substantial part of BP's community affairs team (“CAFT”) and 
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all of the eighty-two security force guards.  In addition, BP has trained local villagers in basic 

skills such as plumbing, electrical and catering, some of whom are working for its contractor on 

the construction of Tanah Merah Baru.  It has also recruited twenty-three Papuan college 

graduates who are being trained in more sophisticated aspects of LNG operations.   

However, the main obligations for employment of Papuans and training and employment 

of Bintuni Bay villagers will fall upon BP’s contractors and subcontractors.  It is essential that 

BP monitor and enforce these contractual obligations for both employment and training.  It will 

be insufficient for subcontractors to report that trained Papuans are not available.  Efforts must 

continue to recruit and train members of the local workforce.  Virtually all Papuan government 

officials with whom the Panel met highlighted the issue of jobs for Papuans as one of their key 

expectations and primary benefits to be derived from Tangguh.  BP must make sure that these 

commitments are fulfilled. 

Despite these commitments, contractors and subcontractors must be permitted to dismiss 

employees for cause, whether they are Papuans, other Indonesians or expatriates.  Any dismissal 

should abide by the standards set out in the ILO Convention Concerning Termination of 

Employment at the Initiative of the Employer.23  Specifically, dismissals should be documented 

carefully, and, except in cases of serious misconduct, prior notice and appropriate warning 

should be given to the employee where practicable.  BP or the EPC contractor should review all 

proposed dismissals of Papuans by subcontractors.  If such review demonstrates that dismissal is 

justified, and permissible under relevant ILO conventions, it should not be prevented by 

concerns about local reaction.   

                                                   
23 This convention is attached at Appendix 3.   
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In addition, it is critical that fishing not be disrupted.  The Panel’s visit to Tanah Merah 

reconfirmed the villagers’ dependence on shrimp fishing for their livelihood.  The relocation of 

Tanah Merah, with its new points of access to the Bay, together with restrictions on fishing that 

will arise from construction of the LNG facilities, require BP’s attention to the possible 

diminution in the villagers’ catch.   

The Panel reiterates the recommendation in its First Report that BP support the 

modernization of the local fishing fleet for DAVs whose fishing will be affected by construction 

of facilities by providing assistance for better boats and other equipment.  While there are serious 

concerns about fishing in Bintuni Bay and the depletion of shrimp stocks, this relates to large 

commercial fishing operations and is not a concern likely to be exacerbated by improved 

equipment at the DAVs.  The Panel witnessed large shrimp trawler and production facilities 

operated by the Jayanti Group, illustrating the relatively small impact of these villagers.  These 

activities also demonstrate the need for a fisheries management plan for Bintuni Bay, both for the 

long-term protection of the livelihoods of local villagers and for the protection of the 

environment. 

Recommendations: 

§ Monitor and enforce the contractual commitments of BP’s contractors and 
subcontractors to recruit, train and employ Bintuni Bay villagers and other 
Papuans. 

§ Ensure that contractors and subcontractors institute procedures to protect 
employees’ rights and follow international labor standards for any employee 
dismissals. 

§ Review pursuant to ILO standards all proposed dismissals of Papuan workers. 

§ Undertake measures to safeguard and enhance the fishing livelihoods of local 
villagers, such as modernization of the fishing fleet for those DAVs whose fishing 
will be affected by the construction of Tangguh facilities.  

§ Encourage and support the establishment of a Bintuni Bay fisheries management 
plan aimed at the long term protection of the livelihoods of local villagers, the fish 
stocks and the environment. 
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IX. Public Information 

Despite much good work on information dissemination, it was plain throughout the 

Panel’s meetings in Papua with government officials, educators and NGOs, that much of BP’s 

goals, programs and benefits have not yet been communicated effectively.  Many were 

seemingly unaware of the benefits that BP had already brought to the region and therefore had an 

incomplete view of the Project.  To correct this, BP should implement a broader and more 

effective public information strategy and structure. 

In the First Report, the Panel recommended that BP produce and disseminate more 

information about the Project and BP’s programs.  Much has been done.  However, the work has 

principally focused on communicating with NGOs and other stakeholders’ representatives.  Even 

this has not been entirely effective.  Surprisingly, there was greater awareness of BP’s 

community assistance programs and other local benefits in the international NGO community 

than in the local NGO community.  This reflects the difficulty of communication in remote 

locations and the need to communicate more of BP’s information locally in Indonesian.   

As BP moves toward construction, communication should seek a broader audience and, 

to the extent possible, engage directly with the people of the region.  This can be done with a 

more journalistic approach to public information.  Information should be disseminated in 

Indonesian, in plain language and with bullet points for ease of understanding.  It should avoid 

the jargon of donor and developmental agencies.  BP should look for stories of interest to the 

media and, where possible, invite editors, journalists and other opinion makers to the area to see 

first hand Tanah Merah Baru (once completed) and other tangible benefits being provided. 

Recommendations: 

§ Strengthen BP’s public information effort and underlying structure. 
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§ Seek a broader audience for BP’s communications regarding its goals, programs 
and benefits, and to the extent possible, engage directly with the people of the 
region. 

§ Undertake measures to improve the effectiveness of BP’s local communications 
regarding Tangguh, such as dissemination of information in Indonesian and the use 
of plain language and bullet points for ease of understanding. 

§ Invite journalists and other opinion makers to see first hand the tangible benefits of 
Tangguh. 

X. Environment 

Environmental protection must remain one of BP’s top priorities.  The Panel was 

reminded of the vast, remote and relatively pristine ecosystem of Bintuni Bay.  The Panel met 

with a group of environmental NGOs and with the Minister of the Environment.  All emphasized 

the ecological importance of this region. 

Thus far, BP’s environmental commitments in the AMDAL and its preservation 

programs have won the support of most of the environmental community.  BP has continued its 

effort, as recommended by the Panel, to safeguard biodiversity in the region.  Its work with The 

Nature Conservancy to produce a biodiversity action plan; its partnership in the Global 

Development Alliance to provide community education programs in Bintuni Bay; and its support 

for an environmental atlas of the region are all helpful elements of an effort to understand the 

ecosystem and preserve it.   

The two most serious environmental issues facing the area are (1) the pressures from 

development on preservation of the mangrove forests; and (2) the depletion of fish stocks in 

Bintuni Bay by large commercial trawlers.  Because Tangguh will likely exacerbate these 

problems, BP should strengthen its support for the preservation of critical mangrove forests, and 

support development of a fisheries management plan, including a current baseline of existing 
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stocks.  This will encourage action to promote a sustainable harvest and it will guard against any 

criticism that the Tangguh Project is the cause of the depletion of stocks in Bintuni Bay. 

Recommendations: 

§ Continue to support partnerships with environmental organizations and AID 
agencies to protect the environment of Bintuni Bay, particularly preservation of 
critical mangrove forests. 

§ Support the development of a fisheries management plan for Bintuni Bay, including 
a current baseline of existing stocks. 

XI. Transparency 

It is important to BP and to stakeholders of the Project that there be accountability and 

disclosure regarding public finances and revenue allocations relating to Tangguh.  The need for 

such transparency attracted the attention of the G8 Summit at Evian and the World Summit on 

Sustainable Development in Johannesburg where the UK-led Extractive Industries Transparency 

Initiative (“EITI”) was launched.  BP is a leader in fiscal transparency for extractive companies.  

The Panel raised issues of transparency with virtually all Indonesian government officials.  The 

Panel is encouraged by the responses it received, but it does not underestimate the practical 

difficulties likely to arise in the implementation of the EITI guidelines. 

While this is an issue that affects BP significantly, it is not an issue BP can control on its 

own.  Transparency in the context of Tangguh will require the GOI to publish its receipts, by 

category, and its disbursements, including all revenue sharing to the provincial or district 

governments and tax and royalty payments withheld.  In addition, full transparency will require 

the provincial government to disclose allocations to districts and subdistricts and any other uses 

of these funds.  



 26 

The Panel recommends that BP work with BPMIGAS and other Indonesian and Papuan 

authorities to secure full and clear publication of all revenue flows received by or disbursed from 

the GOI and the provincial governments relating to Tangguh. 

Recommendation: 

§ Work with BPMIGAS and other Indonesian and Papuan authorities to encourage 
full and clear publication of all revenue flows relating to Tangguh to clarify the 
implementation of the revenue sharing provisions of Special Autonomy. 

XII. Relocation of Tanah Merah 

The Panel toured the construction site for Tanah Merah Baru, viewed the model family 

home, toured existing Tanah Merah and met with village leaders.  The contrast between existing 

homes in the village and the homes being built is striking.  Although some significant issues 

remain with regard to relocation and compensation, there is consensus among Tanah Merah 

villagers of a generally positive attitude toward BP and an eagerness to move.  The villagers 

expect and should receive a material improvement in fundamental living conditions.  Benefits 

also will flow to Saengga villagers, where all homes and public facilities will be renovated. 

Recommendations: 

§ Address promptly any problems that arise in connection with the relocation and 
resettlement of Tanah Merah villagers or the renovations of Saengga village. 

 

XIII. Relations with BPMIGAS and the Minister of Energy 

BP’s actions in many respects are limited by the required approvals of BPMIGAS, its 

partner and regulatory authority.  Although BP has been awarded the construction and operating 

rights at Tangguh, its dealing with any agencies of the GOI, including the police and the TNI, 

must be conducted through BPMIGAS. 
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Although BPMIGAS raised specific issues with regard to BPMIGAS’ claim to first 

tranche petroleum, which remain to be resolved, BP has developed a close relationship with the 

Director and other senior officials as recommended in the Panel’s First Report. 

It is particularly important to bring BPMIGAS into any arrangements with regard to 

community based security.  BPMIGAS has entered into security relationships with the police and 

the TNI in other oil and gas facilities and a generic MOU regarding security at upstream oil and 

gas facilities.  The Panel recommends that BP continue to work closely with BPMIGAS and seek 

its endorsement and implementation of the specific aspects of community based security. 










