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Mtie] siziriee gushlng irom: the ground on May: 29;, 2006 at al rate of five thousands cubic
ELET: (currenr 170itheusands,cubicimeteniat aniexplonation well owned by P Lapindo
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Bra_n[gb r1c, (I Sl fhe caiasiroone el (s penielline dicates e nUmBerorn ISSUes:

The disaigios aused Py LBI's negligence as in drilling the well, it uses the un-reputable
@ omorln/ (anlgs Eilkely its: ewn subsidiary) to do the drilling, with Inadequate and used
]lnorrm ISEANANNEXPEriENnce technicians;

adequate response of the government in handling the impact of the disaster to
II'I"I“IS and to build alternative economic infrastructures and relocate them to safe

P,
-
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tle pr gress in the prosecution of those responsible for the disaster;

— = Jhe absence of protection of property rights for the victims who have lost more than 11
=~ fhousands homes and two dozen businesses that have been buried in more than 6 sq km
— .'Hnder 20m deep covering nine villages in Sidoardjo area. The choked off of transportation
~ —to the main seaport of Tanjung Perak and Juanda Airport, near Surabaya, have also

— negatively affected the economy of hinterland in the Southern part of East Java;

* The absence of effective, low cost of enforcement of contract. Implementation of the
company commitment to takeover the victims’ destroyed properties and to pay some of the
clear cost is negligible.

®  The slow response of the government to address the mishap is probably partly because the
LBI'is owned by the family of Mr. Aburizal Bakrie, the current Coordinating Minister for
Social Affairs and a prominent member of the leading political party. The Bakrie group is a
local business conglomerate who has interest in many business sectors, mainly trading and
plantations. LBl is the first interest of the group in oil exploration and exploitation.
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Loczitjon of i ey,
IRSIBNDIETICE off Porong, Regency ofi Sidoarjo, 30
e Of St liabaya, the capital city of East Java
Provin e Heme o34 million people, East Java is
IIERSE argest prevince in Indenesia. Surabaya
| ﬂd-u' industrial zone of the country
iriel Jis r-;},"g'éf;ﬁ off Tanjung Perak Is also the second
Jargu._; ;ndoneSIa Juanda Airport in Surabaya is
LHENTZ)Or alijport in the province.

— r he \ @icano IS located 150 meters away from
SBanjarpanji-1 well'and few meters away from major o TR
= -oﬁ%mic and' sociallinfrastructures linking xhibit 2 The vital infrastructures map

—

_'.*,:;"_f"_"": Urabaya and hinterland (Exhibit 1)

s Jiie 'Slgnlflcant oft Sidoarjo Regency
= — Population density of Sidoarjo area is very high at
2,843 persons/sg.km.

— The disaster area is passed by various important
economic infrastructures such as roadway and the
only toll road in the province, railways, electric grid,
telephone lines, and gas pipe (exhibit 2)

— The economic structures of Sidoarjo are mainly:

e Manufacturing industry and small scale farming
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KEVAEV/E tsL_re_ding:to the E "-iQEy—

S
Exgielinstaisplays; the location; off the mud Volcane In the
concession areel (Breias Bloci) gl o Feidiglelo Bl celpf el
Ine (B ).;-"’

=\

51 "J o ifier with PT. Medco Brantas E&P and Exhibit 3 The eruption Location
IOt e, tas Pty Ltd has interest and right to
S mfel s Block. The Eruption

> LB sgie ed 10 drill (spud in) Banjarpanji-1 well,
=onrViarch 8, 2006 and reached the depth of
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= 01707 feet on May 27, 2006.

?"-AI this depth, the exploration of the Banjarpanji-
= dwell has continuously had well problems such
~ —as well kicks (fluid from the formation
- penetrated into the bore hole) and losses (fluid
or mud from the bore hole went out to the
formation). Eventually, on May 29, 2006, the
mud eruption took place near the exploration

site.
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IEcaUse of the mud eruptionss
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SINSTITICIE aidiea teWelIFpropIEMIIANtNE
”'myrrrj‘ =L wWellTthat cracked the formation and created
SISNREISHIER the mud in the clay/shale stene formation
'rlovvmr 0 e surface.
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Sirzlizefis 'te*S_@‘the MudsFlows

sompany andlthe National Team have adopted four strategles
0 5100 rne _'- udflows; namely:

capltiie wellhead! from above;
i JU..E 1e welll from the sides;
il ___LL L Iree reliefiwells and again tried to plug the mudflow from
"'r e side.

i ‘-

T ]

'
—

0
LC
c

)=

=1 mp concrete balls linked by chains into the mud volcano.

" ' s s\ the first four strategies have failed, the government is now

:_ :' considering to use a new but untested strategy, namely, to plug
= the mud by building a dam around the crater. The amassing mud

= ‘will be used to counterweight against the out flowing mud from
the mouth of the volcano. Many experts, however, believe the
flow Is unstoppable.
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DARJO DISASTER (as of February 2007) -

Gov't. E)ffices
*23 manuf. facilities
*15 mosques

»DISRUPTIONS TO
ECONOMIC ACTIVITIES
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?hé'\?é'lmne-kgeps on
“increasing from 5,000
cubic meter/day at the

~start to reach 170,000
cubic meter/day in
February 2007. Now,
the flood has been
inundating 470 Ha of
land, and burying 9
(nine) villages.

*306.2 Ha of paddy fields
*64 Ha of sugar cane crops
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»REDUCTION OF

ECONOMIC

CAPACITIES

»ECONOMIC LOSSES BOTH IN
THE SHORT- & LONG-TERM :
TotalEconomic Cost : US$3,46 B
Total Financial Cost : US$0,52 B
The Gap : US$2,94 Billion
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IRHERIEGIRNINEFthEXCENTIE) Jovemmemr Sevesthesnitiatives to handlesthe disaster to hoh
he seieiyAcdNecal (provincialiand diStict) gove nments Because of the' lack off power,

IEIISERCINE Y, ources locall gevermments could not de much;

,_\]r] frofm rJ;\rerlJ'_ jovernment has beenilimited as, again, the company is expected to fully
corflgarisElienif] 1ct|ms and bear some of the clear cost. But, on the other hand, there is no
efforceae jechanismi to implement the company’s financial responsibility;

PIte of the agnltude ofi the destruction the government has not declared the mudflow
IS 2l clrt” r
S L,r_gm oriths after the eruption occurred, in September 2006, the central government set up

—therNationall Tream; for Handling the Mud Flow in Sidoarjo (The Team). The Team was given
; E"ght—months to address three issues, namely: 1) to stop the mudflow, 2) to mitigate the
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~ impacts of the mudflow, and 3) to minimize the social, economic, and environmental

“impacts. The achievement of the Team is also negligible because of the lack of coordination
- with the company and local governments;

s  On March 31, 2007, one year after the mudflow started, a new team was established by the
central government. The new team, again, is not well equipped with sufficient authority,
expertise, and resources.



I'mud flow: ini Sidoarjo with the assistance of the consultants in
@nment geology and the econemy of East Java;

ﬁhe audit are:

-,__‘compliance of:

_.de; company with the law and regulations on oil exploration and
epr0|tat|on

o= ,-, — _.,(b‘)“the three layers (central, provincial and district) of government in handling
= the disaster: help the victims and force the responsible parties to adhere

;' - to the law and regulations on oil exploration and exploitation;

(2)r To: evaluate the impact of the National Team activities in mitigating the impacts of
= - the eruption such as building the mud embankments, efforts to terminate
eruption, and efforts to dispose of the mud into the river, and more importantly
minimizing the social impacts as well as economic and environment impacts.
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yjat lelated to tiie exploration ofi gas ortolliwellsihave not
/ r e @I thie geggle zgcl thle Snlvirdment
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Trigre zlfe aknesses N gevernment monitoring system on oll and gas
Sleelionand exploitation to enforce the rules and regulations and
gentracts;
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Trie ofe v £ nment responses to address the mudflow disaster have been
VE! _j:'ﬂ- . [lIsthas exacerbated the negative impacts of the mishap to
-_,EI- Je] 1ety, environment and economy;

- T"he~government has never conducted a thorough risk assessment in
“order to develop action plan or activities;

LIP 'H1.||'. ¢

e There Is no consistent result from the researchers about toxic sludge and
water of the mud. People in nearby villages complained that toxic sludge
and water have invaded their drinking wells, river, agriculture fields, fish
ponds, marine ecosystem and homes.
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IENGBYEmmentshould thorough{ investigate: the CALSEs of the dlsaster and
groseciie inose rasddnsigle for CellSg I

IENIBYERImEREsheuld ehficially declare thermudiiow as a disaster and take ever the
GISASTEIR AN Jagement to handle the mishap and mitigate its social and environmental
IPEICLSS _'; =
IENgoVErnment should immediately help the victims of the disasters, restore their
liveliriggel el 1d restore economic activities ofi the province by rebundlng and relocating
UENdEmaged infrastructures. The slow response of the government has exacerbated
ifle pldefei Ve impacts of the disaster on human live, environment and economy;

> [fleiefe jernment should conduct a comprehensive research to ensure the toxicity of
Sthe sludge and water;

T -f:i'é_‘_government should revise and upgrade the policy implementation and

.;-"_' Smoenitering system of the oil and gas exploration and exploitation to protect the
ﬁ_"*“ ‘people’s life, the environment and the economy;

= — e

= Based on Indonesia’s experiences on previous natural disasters and this man-made
= —  mishap, the government should develop a comprehensive disaster policy and build its
institutional capability to cope with those unexpected problems.
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