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Overview

Sumatra Island in Indonesia has a 3 major producing basin which south sumatra, central sumatra and north sumatra basin. The basins has long been one of the most attractive exploration province in Asia Pasific, has been explored since 19th century and most of the play has been explored. More than 2,600 exploration wells drilled in sumatra province found more than 48 BBOE hydrocarbon in place (including the biggest one in Indonesia such as Minas, Duri, Arun and Kaji Semoga). The exploration efficiency in sumatra has a number around 40%, which reflect the relatively good efficiency in the exploration strategy. 
In the last decade, exploration drilling has remained relatively steady at around 25-35 exploration drilled each year, before falling started halfed in 2014. The exploration performance in the last decade is  4 MMBOE Inplace/Wells drilled, a reltively low performance. This happen because the wells targeted the proven play that has mature-very mature stage, based on that new exploratioon play should be targeted by exploration, unfortunately the oil price drop situation makes the exploration in new play become twillight due under current condition.  In our view, the new exploration play in Sumatra province will be in deeper target compare to proven play right now.
The paper will simulate an exploration scenario for exploring new exploration play such as discovery size, 1st discovery, time from discovery to onstream, profile production in technical side. Meanwhile in the economic view will focus to create a economic simulation for exploring new exploration play in Sumatra province block and exploration block and alternate fiscal term that will boost up the economic..
Methods

This study is focused on evaluating the fiscal terms offered by Indonesia, which is one factor out of the many factors considered by contractor. The methodlogy that are use in this paper will be focus on using exploration economic parameter such as EMV. Our approach for this study is outlined as describe below.

First, we developed a reasonable exploration assumption for new play in Sumatra Province to demonstrate potential discoveries. Then we will use a reasonable asumption for cost which use at Oil Price US$ 80/Barrels. After that existing Indonesian fiscal terms in producing and exploration blocks were applied and the result will be the basic economic model. Economics simulation of these fields have been analysed across different metrics including Expected Monetary Value (EMV), IRR Project, IRR Contractor, Government take. The impact of changing various elements (such as Profil Split, DMO, investment credit, tax holiday) in the fiscal terms were then analysed, to provide a robust list of recommendations of potential changes to current fiscal terms. 

Results

New play in Sumatra province mostlikely will be a deeper target play system which produce gas with discovery size around 300 BCFG recoverbale. The economic parameter result for contractor such as EMV, NPV, IRR both in producing and block are not attractive enough for investment in this new play. In the current fiscal term the minimum economic discoveries size will be around 500 BCFG.
In our analysis of the basic economic model, it is clear that fiscal terms are not the only issues impacting field economics. Long lead times and high costs due to the effect of regulations are disincentivizing exploration. These regulatory factors can have a significant impact on project economics and thus, exploration interest.

Conclusions

Sumatra Province oil and gas production is experiencing a decline and further exploration is required to stem the production decline, or potentially reverse the declining trend. Exploration in this area have suffered due to low oil price environment but further issues including regulatory uncertainty and harsh fiscal terms have resulted in the lack of interest in exploration investment by contractors. 
Based on our study, changing of the structure of the ring fence, implementing a sliding scale based on R-Factor, introducing tax holidays and investment credits have the highest impact on IRR contractor. Of these four fiscal changes, tax holidays have the highest impact on government take, whereas changing of fiscal synergies has  the lowest impact on government take. DMO holiday would only have a significant impact on oil fields, but pricing DMO at market price without changing DMO volume without giving a DMO holiday is worth further consideration. This would encourage exploration interest for oil prospects.
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