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LIQUID, CHEMICAL
AND GAS HANDLING

The changing face of Indonesian LNG 
and LPG markets 
Indonesia’s rapid development has resulted in ever-growing demand 
for gas imports, and the need for new terminals to service them 
Society of International Gas Tanker & Terminal Operators Ltd. (SIGTTO), London, United Kingdom

Indonesia has been one of the world’s leading exporters of LNG and 
LPG for three decades. However, because proven gas reserves are 
now being drawn down faster than they are being replaced, overseas 
shipments of both LNG and LPG have peaked in recent years.

Furthermore, the domestic energy requirements of the island 
nation are growing in tandem with the rising population and 
the government increasingly favors the use of clean-burning, 
competitively priced gas over alternative fuels. An entirely 
new Indonesian LNG industry, based on a diversified internal 
distribution network, is poised to materialize, while on the LPG 
front the country has recently become a net importer.

Indonesia has three LNG liquefaction terminals in operation: 
the PT Badak NGL facility in Bontang, East Kalimantan; the 
PT Arun NGL plant in Aceh province in northern Sumatra; and 
the new Tangguh LNG complex in Papua Barat province. Badak 
shipped its first cargo in August 1977, Arun in October 1978 and 
Tangguh in July 2009.

Coincidentally, the 125,000m3 spherical tank LNG Aquarius 
carried the inaugural cargoes for both Badak and Arun. Tangguh 
LNG’s first shipment was loaded onboard the 155,000m3 
membrane tank Tangguh Foja.

Although the eight trains at the Badak plant have an LNG 
production capacity of 22.5 million metric tons per annum (mta), 
output peaked at 21.4mta in 2001 and has been on the decline 
since. Export shipments in 2009 totaled 17.4mta. At Arun, too, 
output has been on the decline for several years. The facility’s 
original six trains had a capacity of 13.8mta but the two oldest 
units were closed down in 2000, reducing the overall capacity 
to 9.8mta. Arun shipped only 42 export cargoes in 2009, down 
from the peak level of 223 cargoes in 1994. Output from the 
newly commissioned Tangguh complex is helping to slow the 
nationwide trend, but even the 7.6mta output from the two-
train plant in remote Papua is unable to compensate fully for the 
declining volumes of LNG from Badak and Arun.

Several of the long-term Badak LNG sale and purchase 
agreements (SPAs) with overseas customers are expiring in 
2011 and are being renegotiated at much reduced volumes. 
This changing scenario will make some LNG available for 
domestic use and help Indonesia to meet a challenge that has 
been developing for several years. Although the country is rich in 
gas overall, the current shortage of gas in populous areas and the 
need to provide lower cost energy to many logistically challenged 

The new Tangguh LNG complex in Papua Barat province, which shipped its first cargo in July 2009.
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locations have been increasingly important agenda items for 
Dr-Ing Evita Legowo, the Indonesian Director General of oil and 
gas, and her colleagues and advisors.

The promotion of LNG as an efficient low-cost fuel, through a 
series of small to medium-scale projects, for many locations in the 
Indonesian archipelago has been identified as a central plank in the 
country’s evolving energy policy. Amongst the new LNG receiving 
terminal projects currently in the planning stages is a scheme being 
developed by Pertamina, the state oil and gas company, and the 
national gas distribution company PT Perusahaan Gas Negara (PGN), 
which is based on the positioning of a 3mta LNG regasification 
vessel near Jakarta. Several similar proposals involving floating LNG 
receiving terminals for other parts of the country are in the pipeline.

There are a number of potential sources of LNG supply for the 
new terminals, including the Badak and Tangguh plants, imports 
from overseas and output from several proposed offshore and new 
mid-scale terminals in Indonesia, including two in Sulawesi. In the 
first instance, the availability of LNG from Badak, in tandem with 
rapid conversions of existing LNG carriers into floating storage 
and regasification units (FSRUs), will enable the early projects to 
be fast-tracked and Indonesia to become the first Asian nation with 
an internal LNG distribution network within the next few years.

As regards LPG exports, shipments from Indonesia reached a 
record high 2.5mta in 1996, and as recently as 2005 the country 
was still exporting over 1mta, mostly to Japan. However, since 
then exports have dwindled as domestic consumption has 
increased and in 2008 the country imported as much LPG as it 
exported.

The main driver of change in the LPG sector is the highly 
successful national campaign to convert household users from 
heavily subsidized kerosene to LPG for cooking. The success is 
reflected in the rise in domestic LPG demand to 3mt in 2009, up 
from 1.8mt in 2008. 

Domestic production, from LNG plants and oil refineries, met 
2.1mt of the country’s needs last year while 900,000 metric tons 
of LPG was imported. In the years ahead Indonesia’s consumption 
of LPG will accelerate. 

By 2015 total demand is expected to reach 10mta, of which 
3mta will be produced locally and 7mta will be imported by sea, 
primarily from the Middle East. Such a volume will put Indonesia 
in the running for top spot in the league table of leading LPG 
import nations.

Reprinted from ‘SIGTTO News’, with kind permission.

SIGTTO was incorporated as a non-profit making 

company in 1979. Formed originally with thirteen 

members, the Society now has more than 150 

members. Collectively, SIGTTO’s membership 

represents nearly all the world’s LNG businesses 

and more than half of global LPG business. Granted 

observer status at the International Maritime 

Organization (IMO) in 1982, the Society is now 

acknowledged as the authoritative voice of the 

liquefied gas shipping and terminals industries. The 

Society remains engaged in its original purpose: 

to specify and promote high standards and best 

practices among all industry members throughout 

the world.
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