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Executive summary

Governments, including Indonesia, and 

multilateral development banks (MDBs) 

have committed to the Paris Agreement’s 

goal of limiting global warming to 1.5 
degrees Celsius above pre-industrial levels. 

This requires phasing out fossil fuels and 

transitioning to renewable energy systems. 

And yet, the Indonesian government and 

MDBs are not honouring their commitments.

In February 2025, the construction of the 
fourth liqueǙed natural gas (LNG) production 
facility (Train 4) and an associated carbon 
capture utilisation and storage (CCUS) system 

as part of Indonesia’s Tangguh LNG project 

were identiǙed among the several “mega oil 
and gas priority projects” during the current 

President Prabowo Subianto’s term.1 

Tangguh LNG is Indonesia’s largest natural 

gas extraction and LNG production site, 

located in Bintuni Bay, West Papua province. 

The project is majority-owned and wholly-

operated by British Petroleum Berau (BP 

Berau). Its parent company, British Petroleum 

(BP), has one of the highest historical GHG 

emissions of any private sector entity.2 The 

Tangguh LNG project was developed, and 

continues to do business in, a territory 

marked by conǚict and armed violence. Its 
construction in 2005 caused the displacement 
of local Indigenous communities from their 

villages and loss of access to their traditional 

Ǚshing and hunting grounds. 

The Asian Development Bank (ADB), Asian 

Infrastructure Investment Bank (AIIB) and 

the World Bank Group’s private sector arm, 

the International Finance Corporation (IFC), 

have not yet made public commitments 

to Ǚnance the construction of Train 4 and the 
CCUS facility in Tangguh. However, they have 

previously been involved in direct and indirect 

Ǚnancing of the construction of the Tangguh 
LNG project and its Trains 2 and 3, including 
through Ǚnancial intermediaries (FIs). 

The Tangguh LNG project has caused untold 

environmental destruction, human rights 

violations and increased GHG emissions. 

Further expanding the project to Train 4 will 
worsen the project’s climate impacts and 

delay Indonesia’s shift to renewable energy. 

Unfortunately, MDBs’ current policies 

on energy and Paris Alignment methodologies 

contain numerous loopholes that do not 

preclude future investments in Train 4 and 
the CCUS facility. The ADB and World Bank’s 

BP’s Tangguh base in Bintuni Bay. Photo by the Environmental Justice Atlas.
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current review processes of their policies 

on energy, and the AIIB’s imminent start 

(no later than 2027) of its review, present 
opportunities for these banks to strengthen 

their commitment to the Paris Agreement 

and fully exclude both direct and indirect 

investments in fossil gas. 

Based on the evidence below, this paper 

recommends that: 

	z MDBs should not fund the expansion 
of Tangguh LNG to Train 4 and associated 
CCUS facilities. Instead, MDBs should 

help Indonesia step away from fossil fuels 

and build more capacity for sustainable, 

accessible, fully renewable energy. 

	z MDBs should review their FI clients’ 

portfolios and encourage exit from all 
fossil fuels, including fossil gas. MDBs 

should plug loopholes in their FI lending 

policies to ensure that they are not indirectly 

supporting the further expansion of the 

Tangguh LNG to Train 4 and the associated 
CCUS facility, as well as other fossil 

gas projects.

	z MDBs must commit to end funding for 
all fossil fuels. As they review their energy 

policies and strategies, the MDBs must 

commit to stop funding for all fossil fuels, 

including through financial intermediaries. 

At the same time, the MDBs should drop 

the narrative of ‘gas as a transition fuel’ and 

instead commit to scaling up public finance 

to support the rapid transition from fossil 

fuels to renewable energy. 

	z MDBs should strengthen their safeguards 
and accountability mechanisms to uphold 

the rights of affected communities and 
protect the climate. For Tangguh LNG, 

this can be done through conducting 

an independent and transparent audit of the 

project with participation from Papuan 

Indigenous peoples’ groups and civil society. 

The ongoing IFC Sustainability Framework 

review should strengthen the existing 

Performance Standards (PS)3 to ensure the 

IFC does not fund projects that contribute 

to worsening the climate, contribute 

to biodiversity and forest loss and violate 

the rights of affected communities, 

including Indigenous peoples.  

 

A new PS on FI lending that will improve 

transparency and disclosure, assess climate 

risks, phase-out fossil fuels, and enhance 

communities’ access to remedy should 

be adopted. The ongoing reviews of the 

ADB and AIIB accountability mechanisms 

must result in enhanced accountability 

for affected communities, in particular 

by lowering barriers to access and enabling 

the mechanism to self-initiate investigations 

in cases where civil society space 

is severely restricted.
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Introduction

The Indonesian Papua region is a biodiversity 

hotspot threatened by extractive industries 

and climate change. Natural forests span 

over 24.5m hectares — covering more than 
78% of Papua’s land. The vast forests act 
as a carbon sink, removing around 52 million 
tonnes of carbon dioxide equivalent (CO2e) 

from the atmosphere each year (equivalent 

to the annual emissions of Singapore).4 

However, these rich ecosystems are rapidly 

being destroyed for the expansion of extractive 

industries such as mining, logging, palm oil 

plantations, large-scale agricultural plantations 

and fossil gas projects.5 By 2024, the loss 
of 136,000 hectares of natural forest alone 
is estimated to have released 10.7m tonnes 
of CO₂ into the atmosphere.6 

Tangguh LNG is a natural gas extraction and 

LNG production project located in Bintuni 

Bay, West Papua province (See Figure 1). 
The project is majority-owned and wholly-

operated by British Petroleum Berau (BP 

Berau). Its parent company, British Petroleum 

(BP), has one of the highest historical 

greenhouse gas (GHG) emissions of any private 

sector entity.7 Tangguh LNG’s construction 

in 2005 caused the displacement of local 

Serene Island Scenery in Papua, Indonesia. Photo by Adiardi Zulfansyah. 

Indigenous communities from their villages 

and loss of access to their traditional Ǚshing 
and hunting grounds.8 With its current three 

LNG production trains (See Box 1) operating, 
it is Indonesia’s largest gas Ǚeld and largest 
LNG producer, capable of producing 11.4 
million metric tons per year (mtpa) of LNG.9 

Tangguh LNG’s emissions were estimated 

at 5mtpa CO2e between 2010 to 201510 and 

projected to increase to 8mtpa CO2e after 

the third LNG production train went online11 

in 2023. These emissions are more than four 
times those of neighbouring Timor Leste’s, 

which were at 2.01mtpa CO2e in 2022.12 

Emissions from Tangguh LNG are exacerbating 

climate change, which is already threatening 

one of Papua’s most iconic natural landmarks 

— the only remaining glacier on the peak 
of the Jayawijaya Mountains, located between 

Central Papua and Papua Pegunungan 

Provinces. Once spanning an estimated 

19.3km² in 1850, the glacier had shrunk to just 
0.5km² by 2018. According to the Indonesian 
Agency for Meteorology, Climatology and 

Geophysics (BMKG), this “eternal snow” could 
vanish entirely as soon as 2026 if the current 
warming trend continues.13 
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This sends a clear message: the climate 

crisis is no longer a distant threat — it is 
unfolding right now, with real and tangible 

impacts that endanger communities and 

exacerbate environmental degradation and 

rapid biodiversity loss. Governments, including 

Indonesia, and multilateral development 

banks (MDBs) have committed to the 

Paris Agreement’s goal of limiting global 

warming to 1.5 degrees Celsius above pre-
industrial levels. This requires phasing out 

fossil fuels and transitioning to renewable 

energy systems.

And yet, the Indonesian government and MDBs 

are not stepping up to their commitments 

to the Paris Agreement. In February 2025, 
the Indonesian government announced 

that it would be prioritising the completion 

of several large-scale oil and gas projects,14 

including the fourth liqueǙed natural gas (LNG) 
production facility (Train 4) of the Tangguh LNG 
Project.15 Further expanding this project will 

increase the facility’s LNG production capacity, 

increase Indonesia’s dependence on fossil 

fuels, block the transition to renewable energy 

and worsen the climate crisis.

While no MDB has yet made a public 

commitment to Ǚnance the building of the 
fourth LNG production facility in Tangguh, 

MDBs have previously been involved 

in supporting the construction and expansion 

Building the Tangguh LNG Train 4 will increase 
LNG production and extend the project’s life. 

The proposed carbon capture, utilisation, 

and storage (CCUS) facility, to be developed 

alongside Train 4, will further justify the 
increased use of LNG and delay Indonesia’s 

transition to renewable energy. Unfortunately, 

these MDBs’ policies on energy and Paris 

Alignment methodologies do not prevent 

them from investing in Train 4.

of Tangguh LNG. The Asian Development 

Bank (ADB) provided a $350m loan in 2005 
to support the construction phase, and another 

$400m loan in 2016 to support the building 
of the third LNG production facility (Train 3). 
The World Bank Group’s private sector arm, 

the International Finance Corporation (IFC), 

and the Asian Infrastructure Investment Bank 

(AIIB), on the other hand, indirectly supported 

the construction of Train 3 between 2016 
and 2024 through investments made by their 
Ǚnancial intermediary (FI) clients. 

Figure 1. Tangguh LNG Project is located in Bintuni Regency, West Papua, Indonesia.
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The Paris Agreement, which took eǖect 
in November 2016, could have marked 
a moment when the MDBs reconsidered 

their involvement in the project. However, the 

MDBs have been slow in their commitment 

to aligning their Ǚnancial ǚows to the 
Agreement’s goal of limiting global warming 

to 1.5 degrees Celsius above pre-industrial 
levels. After their collective agreement on Paris 

alignment in 2017,16 MDBs were only able 

to agree on a set of methodological principles 

on how to do so in 2023, six years later.17 

Moreover, these principles are weak and don’t 

fully align with the 1.5°C goal; for example, 
they allow the MDBs to continue investing 

in fossil gas under the pretext of transitioning 

to ‘cleaner’ fuels.

The ADB and World Bank’s current review 

processes of their policies on energy, and the 

AIIB’s imminent kick-oǖ (no later than 2027) 
of its review, present opportunities for these 

banks to strengthen their commitment to the 

Paris Agreement. This can be done through 

excluding direct and indirect support for fossil 

gas, and ensuring that false solutions such 

as CCUS, which prolong dependence on fossil 

fuels, are not supported by the banks.
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Box 1. What is an LNG train?
An LNG train is the liquefaction unit that produces LNG. It is composed of a series 

of interconnected pipes, compressors, turbines and other components that purify, cool 

down and convert natural gas into LNG.

MDB participation in Ǚnancing 
Tangguh LNG  

Tangguh LNG is Indonesia’s largest natural gas 

extraction and LNG production site. It currently 

operates three LNG production trains (see Box 

1) in Bintuni, West Papua. The project is part 
of an integrated development initiative across 

six gas Ǚelds located in Berau, Muturi, and 
Wiriagar.18 

The construction and expansion of the 

Tangguh LNG project was Ǚnanced by three 
MDBs — the ADB, IFC and AIIB. Export 
credit agencies such as the Japan Bank for 

International Cooperation and KfW, as well 

as other international commercial banks 

such as Mizuho Bank, Bank of China, China 

Construction Bank, The Bank of Tokyo-

Mitsubishi UFJ, Sumitomo Mitsui Banking 

Corporation, DBS Bank, United Overseas 

Bank, BNP Paribas, Credit Agricole Corporate 

and Investment Bank and Oversea-Chinese 

Banking Corporation, have also been involved.

The ADB’s direct project loans

In December 2005, the ADB supported the 
construction of the Tangguh LNG through 

a $350m loan to the Hongkong and Shanghai 

Banking Corporation USA, National Association 

(HSBC Bank USA, N. A.), which acted as the 

trustee, or the borrower and paying agent 

for the project.19 The loan supported the 

development of the Ǚrst phase of the project,20 

which consisted of two oǖshore platforms 
accessing the giant Jurassic Vorwata gas 

Ǚeld delivering gas to the Train 1 and Train 
2 LNG production facility.21 Indonesian and 

Papuan civil society opposed the project 

and raised concerns about pollution, loss 

of access to traditional Ǚshing grounds and 
militarisation, among others, in West Papua, 

to the ADB’s management and shareholders. 

However, management justiǙed the loan, citing 
contributions to “sustainable economic growth” 
for Indonesia22 and stating that it would supply 

“environmentally benign LNG” to neighbouring 
countries.23

In December 2016, the ADB signed another 
$400m loan to support the expansion of the 
Tangguh LNG Project.24 The loan funded the 

building of Train 3 as well as 29km of undersea 
gas pipelines and two condensate and loading 

jetties to transport the LNG.25 

Figure 2. SimpliǙed diagram of an LNG production train
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MDBs’ indirect Ǚnancing of the 
Tangguh LNG project

The ADB, IFC and the AIIB have all indirectly 

supported the expansion of the Tangguh 

LNG project between 2016 to 2024. The ADB 
and IFC indirectly supported the Tangguh 

LNG project expansion through their Ǚnancial 
intermediary, PT Indonesia Infrastructure 

Finance. Meanwhile, the AIIB’s indirect 

Ǚnancing for the project was through its 
investment in the infrastructure debt security 

Bayfront Infrastructure Capital IV.26

PT Indonesia Infrastructure Finance (IIF) 

was established in 2010 by the Government 
of Indonesia to attract investments in public-

private partnership infrastructure projects 

in the country. It was set up with shareholding 

investments from PT Sarana Multi Infrastruktur, 

ADB, IFC and Deutsche Investitions-und 

Entwicklungsgesellschaft (DEG), which 

is owned by KfW. In 2009, both the ADB27 

and IFC28 signed separate $40m equity 
investments to contribute to establishing 

the IIF. In 2012, Sumitomo Mitsui Banking 
Corporation joined the list of shareholders. 

Figure 3 shows the current shareholding 
status of IIF. 

IIF has Ǚnanced several oil and gas projects 
in Indonesia, including Train 3 of the Tangguh 
LNG Project. In 2016, IIF participated 
in a $3.75bn loan package to Ǚnance the 
project, together with other banks such as PT. 

Bank Mandiri (Persero) Tbk., PT. Bank Negara 

Indonesia (Persero) Tbk., and PT. Bank Rakyat 

Indonesia (Persero) Tbk.29

The AIIB, on the other hand, supported 

the Tangguh LNG expansion to build Train 

3 through its investment in the infrastructure 
debt securities issued by Bayfront 

Infrastructure Capital IV (BIC IV),30 which was 

launched in September 2023.31 In August 

2023, the AIIB approved up to $80m32 

to be invested in BIC IV. BIC IV’s disclosure 

documents show that the Tangguh Train 3’s 
debt, amounting to $5m and maturing in 2029, 
is included in its portfolio. 

The AIIB’s project information page for BIC 

IV has been updated with a line saying “as 
of November 1, 2024, AIIB only holds Class 
A1 - SU Notes (sustainability tranche)”, implying 
that AIIB is not exposed to fossil fuel projects 

such as Tangguh. However, the AIIB’s past 

participation in the conventional tranches 

of BIC IV and its continued shareholding 

in Bayfront Infrastructure Management 

overall helped increase other investors’ 

conǙdence (and therefore their participation) 
in these issuances. Bayfront Infrastructure 

Management (BIM), which sponsors the 

infrastructure debt securities issued through 

BIC, is 30% owned by the AIIB through a $54m 
equity investment in 2019.33 

The above evidence shows that MDBs have 

played an important role in Ǚnancing diǖerent 
components of Tangguh LNG, both directly 

and indirectly. Having contributed to the 

Ǚnancing of the project, these institutions 
therefore bear some of the responsibility for 

its impacts.

Figure 3. Shareholding structure of IIF34
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MDB Paris Alignment methodologies and 
energy sector policies are inadequate

Despite having made commitments to align 

with the Paris Agreement and reduce climate 

impact, the existing policies in place at the 

ADB, the AIIB and the IFC would not prevent 

them from funding Tangguh LNG, including 

Train 4 and the CCUS facility, in the future. 
These loopholes must be Ǚxed to ensure 
MDBs stop contributing to climate breakdown 

and deforestation.

MDBs have been slow and inadequate 

in aligning their Ǚnancing with the Paris 
Agreement. It took eight years from the 

adoption of the Paris Agreement in 2015 for the 
MDBs to launch the Joint MDB Methodological 

Principles for Assessment of Paris Agreement 

Alignment in June 2023. The IFC adopted this 
joint methodology, while the AIIB published its 

own version a month later, which built on the 

joint principles.35 The ADB, on the other hand, 

is yet to publicly release its guidance note for 

implementing the principles.36 

However, both the MDB joint methodology and 

the AIIB version fall signiǙcantly short, as they 
allow continued support for fossil gas. The 

AIIB, for example, made its $80m investment 
in securities issued by Bayfront Infrastructure 

Capital IV just one month after claiming that 

all of its new investments would be fully Paris-

aligned from July 2023.37 Fossil gas is not 

included in the exclusion list (of investments 

that are not universally aligned with the Paris 

Agreement), which means that MDBs can 

continue to invest in gas projects. Moreover, 

fossil gas projects can still be considered 

‘Paris-aligned’ as long as they are consistent 

with the Nationally Determined Contributions 

(NDCs) and Long-Term Strategies (LTS) of the 

country where the investment is located, even 

if these NDCs and LTS are not aligned with the 

1.5°C goal of the Paris Agreement. 

The weak MDB Paris Alignment 

methodologies are complemented by their 

equally fossil gas-friendly energy policies that 

promote gas as a ‘transition fuel’. The World 

Bank, AIIB and ADB have limited their support 

for fossil gas to midstream and downstream 

projects. The AIIB’s  Energy Sector Strategy 

particularly mentions “[t]ransitional fuels, such 
as natural gas or biofuels in some instances, 

can also quickly lower the carbon intensity 

of the energy mix where local constraint 

is signiǙcant.”38 Both the 2005 and 2016 direct 
Ǚnancing of Tangguh LNG by the ADB and the 
indirect Ǚnancing through the IIF were made 
under the previous Energy Policies 1985 and 
2009, which did not prohibit the bank from 
investing in upstream oil and gas projects. 

However, the ADB’s current Energy Policy 2021 

still would not have prevented the ADB from 

investing in Train 3, and even in Train 4, as 
it still allows support for mid- and downstream 

gas investments, under which LNG trains are 

generally classiǙed. Moreover, the restrictions 
on mid- and downstream gas projects 

concerning the alignment of the project 

with a country’s LTS and NDCs, existence 

of alternatives and economic viability would 

still have allowed ADB’s continued investment 

in Tangguh LNG because of how broadly these 

can be interpreted.

Combined, the MDB Paris Alignment 

methodologies and the MDBs’ policies 

on energy allow public Ǚnance to continue 
ǚowing to fossil gas projects, despite the 
urgent need to shift to sustainable renewable 

energy to avoid the more severe impacts from 

climate change and to ensure energy security 

for developing countries like Indonesia.
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Civil society groups protested outside ADB headquarters in Manila, Philippines, during the Asian Clean Energy Forum in June 2025. 
Here, an activist has renamed the ADB as “Asian Destruction Bank”. Photo by NGO Forum on ADB. 

At the time of writing, the ADB is conducting 

a mid-term review of its Energy Policy, while 

the World Bank Group is discussing changes 

to its Energy Sector Directions Paper. These 

are opportunities for these banks to genuinely 

align with the 1.5°C threshold. Both banks 
have made commitments to restrict oil 

and gas funding to mid- and downstream 

infrastructure. In 2024, neither MDB directly 

funded any gas project. However, current 

signals suggest that the ADB and WBG may 

go in the opposite direction as some executive 

directors of both banks are actively pushing for 

a ‘technology-neutral’ approach in Ǚnancing 
energy access projects.39

During a ‘consultation’ held by the ADB on its 

mid-term energy policy review on the sidelines 

of the Asia Clean Energy Forum in June 2025, 
ADB management indicated that the bank 

still aims to support mid- and downstream 

fossil gas for the next Ǚve years and intends 
to Ǚnance methane-reduction facilities for 
existing upstream oil and gas infrastructure.40 

Supporting methane reduction upstream 

might seem like a sound move. However, the 

resulting improved overall eǗciency of the 
upstream oil and gas infrastructure can extend 

the operational lifespan of these projects. This 

can potentially hinder the urgent need to shift 

to renewable energy. The ADB must ensure 

that it upholds its commitment that it will 

not Ǚnance any methane reduction projects 
in greenǙeld oil and gas production, and that 
supported projects must result in net GHG 

emission reductions and must not extend the 

lifetime of existing oil or gas production Ǚelds 
if it wants to pursue this addition in the Energy 

Policy Review.

Meanwhile, recent pronouncements from 

the World Bank indicate that the Bank may 

reconsider its 2017 decision to phase out 
investments in upstream gas projects.41 While 

the World Bank is set to support nuclear 

energy projects, its EDs are actively discussing 

whether the Bank should return to Ǚnancing 
upstream gas infrastructure. If adopted, these 

changes will spell a signiǙcant step back in the 
World Bank’s climate commitments.
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Combined-cycle Gas Power Plant (PLTGU) Tambak Lorok, located in Semarang, Central Java. Photo by Melvinas Priananda, 

Trend Asia.

The Tangguh trap: How gas risks derailing 
Indonesia’s energy transition

As the narrative framing gas as a ‘bridge’ 

to the energy transition continues to be 

promoted by MDBs as well as oil and gas 

companies, various Indonesian government 

policies forecast an increasing reliance on this 

fossil fuel at least until 2060.42 Indonesia’s 

Enhanced Nationally Determined Contribution 

(ENDC) is supposed to guide increased 

ambition in adaptation and mitigation. Instead, 

it includes the use of gas-based power 

generation as part of its mitigation action plan. 

The ENDC indicates that the share of gas in the 

energy mix should be a minimum 22% in 2025 
and minimum 24% in 2050.43 

Indonesia’s electricity mix in 2024 was already 
heavily dominated by fossil-based energy 

sources, with fossil gas playing a signiǙcant 
role. As of October 2024, the country’s total 
installed capacity of power generation reached 

75GW, of which almost 30% (21.7GW) comes 
from gas power plants,  while only 12% (8.6GW) 
comes from renewable energy.44 According 

to the latest Electricity Supply Business Plan 

(RUPTL) 2025–2034, Indonesia is expected 

to add 10.3GW of gas-based power capacity 
— a twofold increase compared to previous 
planning documents.45 The RUPTL 2025–2034 

also mentions Tangguh Trains 3 and 4 will 
enable larger electricity capacity, including for 

West and Southwest Papua once they become 

operational.46 The projected expansion of gas-

based power supply indicates a signiǙcant rise 
in GHG emissions over the coming decade, 

potentially undermining national and global 

climate targets. 

Tangguh LNG Project plays a key role 

in Indonesia’s reliance on fossil gas. The total 

capacity of its three LNG trains reaches up to 

11.4mtpa,47 which  accounts for approximately 

one-third of Indonesia’s total national gas 

production, with about 33% of its annual 
production allocated for domestic use.48 

Perusahaan Listrik Negara (PLN), Indonesia’s 

government-owned electricity generation 

and distribution company, is one of the 

primary domestic consumers of LNG supplied 

by Tangguh. On average, Tangguh LNG 

supplies approximately 60 LNG cargoes 
per year to PLN through long-term sales 

contracts.49 Fourteen fossil gas power plants 

across various regions in Indonesia also 

receive LNG from Tangguh through Floating 

Storage RegasiǙcation Units (FSRUs) (see 
Figure 4). 
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Figure 4. Where does LNG from Tangguh go? 

LNG is supplied from Tangguh LNG to several power plants in Indonesia through Floating 

Storage RegasiǙcation Units (FSRUs). Tangguh LNG is also expected to supply to coming 
power plants that have not yet begun operations.50

The Tangguh LNG project continues to expand. 

Its third LNG production train was oǗcially 
operational in November 2023.51 Since 2013, 
the company has been preparing plans for 

the construction of a fourth LNG production 

train.52 Aside from the Tangguh Train 4, plans 
are also underway to build a CCUS facility 

(see Box 2). In September 2023, BP Berau 
signed a memorandum of understanding 

with GE Vernova, CARBONCO, PLN Nusantara 

and Jawa 1 (owned by Pertamins, Marubeni, 
and Sojitz) to conduct a feasibility study 

on integrating CCUS into Indonesia’s fossil gas 

industry.53 In November 2024, the Tangguh 
Ubadari CCUS Compression project (Tangguh 

UCC) reached its Ǚnal investment decision.54 

Co-owners of the Tangguh LNG project 

agreed to invest $7m to develop the Ubadari 
gas Ǚeld with enhanced gas recovery (EGR) 
through CCUS, and onshore compressors. 

The project is expected to begin operation 

and production in stages from 2028, and 
is also estimated to unlock around 84.9 billion 
cubic metres of additional gas resources for 

Tangguh LNG. The CCUS component aims 

to sequester around 15 million tonnes of CO2 

in its initial phase.55

Apart from supplying LNG, the Tangguh 

project has contributed to providing 

an electricity supply of approximately 4MW 
through PLN’s 30-km subsea cable network. 
The electricity is purchased from Tangguh 

LNG at a rate Rp. 450 ($0.028) per kilowatt-
hour (kWh), serving the Bintuni and its 

surrounding areas.56 The supply agreement 

is set for a 20-year contract period from 
2012.57 BP and PLN also have ongoing plans 

to develop two more gas-based power plants 

in other parts of Papua.58 However, the local 

communities are reportedly not beneǙting. 
In a recent news article, local Indigenous 
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Box 2. What is CCUS and why is it problematic?

Rather than immediately transitioning away from dependence on fossil fuels, global 

stakeholders such as MDBs, energy companies and governments are promoting 

technologies such as carbon capture, utilisation and storage (CCUS) as a way to mitigate 

emissions while continuing fossil fuel use, eǖectively prolonging the very dependency these 
innovations are meant to replace. The Indonesian government itself has reinforced support, 

and provided legal legitimacy, for carbon capture technologies by issuing Presidential 

Regulation No. 14 of 2024 for the implementation of carbon capture and storage (CCS) 
activities.60 

CCUS is a false solution61 that fails to address methane emissions from fossil gas facilities. 

It is designed to enhance the environmental image of fossil fuel companies to protect 

the ‘sustainability’ of their business. Moreover, the technology is not necessarily cheaper 

compared to renewables and has other costs. A Stanford study found out that “when energy 
costs, health impacts, and emissions are taken into account, the overall cost of investing 

in carbon capture and removal is about 9–12 times higher than the cost of switching to 100% 
renewable energy.”62 The eǗciency of CCUS in mitigating emissions is also largely unproven 
as existing capture rates of existing facilities are always below target.63 The framing of gas 

and unproven technologies like CCUS as a ‘bridge’ to energy transition risks trapping 

Indonesia in a prolonged dependency on fossil fuels. This could signiǙcantly lock Indonesia 
into a high rate of emissions release and undermine national and global climate targets 

by delaying action to address the climate crisis.

organisation Dewan Adat Papua (DAP) called 

on BP and SKK Migas, Indonesia’s upstream 

oil and gas regulator, to fulǙl their promise 
of supplying electricity to communities on the 

coasts of Bintuni Bay, Berau Bay and the areas 

of West Papua Province and Southwest Papua 

Province.59 According to ADB’s response to our 

request for comments on this publication, 

the PT PLN is responsible for developing the 

required infrastructure to utilise the gas that 

is allocated for communities in the provinces 

of Papua. 
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Impacts of Tangguh LNG 

LNG Tanker at Tangguh LNG. Photo by the Environmental Justice Atlas. 

Displacement and socio-

ecological impacts 

on Indigenous communities

While the Indonesian government often 

highlights the positive contributions of the 

LNG industry, the cascading environmental 

and social consequences — particularly in the 
Bintuni Bay region — cannot be overlooked. 
Indigenous communities were resettled from 

their ancestral village of Old Tanah Merah 

to a new site renamed Tanah Merah Baru 

and to Onar Baru Village.64 The Indigenous 

communities formerly relied on Ǚshing, 
hunting and processing sago from local palm 

trees. Now, many members of the community 

have had to shift to farming because of the 

loss of access to these resources when the 

Tangguh LNG project was built and fenced 

oǖ.65 The Tangguh LNG project also attracted 

migrants from other parts of Indonesia 

to the communities near the facility. Conǚicts 
emerged because of the cultural shifts and the 

marginalisation of indigenous Papuans from 

access to economic opportunities.66 

Dr Filep Wamafwa, representative of the 

electoral district of West Papua in Indonesia’s 

Regional Representative Council, has 

questioned BP’s claims on the beneǙts and 
welfare that the LNG project has given to the 

displaced communities. Using evidence 

from his community visits, Dr Wamafwa has 

called out the discrepancies between BP’s 

reports and the actual conditions, with regards 

to Tangguh LNG’s contributions to jobs, health, 

education, access to clean water and general 

welfare in aǖected communities.67 In a news 

report in 2025, he urged the West Papua 
Provincial Government to evaluate the project’s 

permit because the company failed to meet its 

social responsibilities.68

Bintuni Bay is home to an estimated 2.25m 
hectares of mangrove forests — the largest 
expanse in Southeast Asia.69 These mangrove 

forests are critical for the maintenance 

of coastal ecosystem functions, including 

oxygen production, habitat for diverse marine 

species and protecting the area from the 

impacts of large waves. The construction 

of the Tangguh LNG Project has signiǙcantly 
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damaged these mangrove forests.70 

Commenting on the draft version of this 

report, the ADB conǙrmed that 11 hectares had 
been cleared.

The Tangguh Independent Advisory Panel 

(TIAP) was established in 2002 to advise 
BP on issues relating to security, human 

rights, governance, revenue management, 

the political environment and the broader 

issues relating to how Tangguh LNG aǖects 
the people of Bintuni Bay and Papua.71 

However, civil society coalitions campaigning 

on the Tangguh LNG project criticised the 

lack of independence of the supposedly 

independent TIAP because the panel was 

created and funded by BP, and its community 

visits are also facilitated by BP.72 The TIAP 

was also accused of downplaying the larger 

context of rights abuses by Indonesian security 

forces, which the Tangguh LNG project can 

exacerbate (see Box 3).

Increased greenhouse gas 

emissions

BP, the global parent of BP Berau, 

which operates Tangguh LNG, reported 

a notable increase in its methane emissions 

in 2023, up by 10% from 2022, due primarily 
to increased ǚaring in its Azerbaijan-Georgia-
Türkiye region and Tangguh operations.73

Methane is a particularly potent GHG, 

responsible for about 30% of global 
temperature rise since the industrial era.74 

In 2024, Indonesia’s methane emission 
contribution from the oil and gas sector 

reached 1012.5 kilo tonnes (Kt), the second 
highest after India in the South and Southeast 

Asia region.75 In fact, the International Energy 

Agency (IEA) says that the temperature rise 

from methane emissions is 86 times more 
powerful than carbon dioxide (CO₂) emissions 
over a 20-year time span in trapping heat, 
making it a key driver of the climate crisis.76 

Thus, avoiding additional methane emissions 

from this sector is critical to curb global 

temperature rise above the 1.5°C threshold, 
and important in mitigating the intensifying 

impacts of the climate crisis.
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Box 3. Repression of civic space in Papua

The Tangguh LNG project was developed and continues to do business in a territory marked 

by conǚict and armed violence. The struggle for rights over land and natural resources 
is a key aspect of the existing conǚict in Papua. Repressive and violent measures have been 
applied to suppress the voices of press, activists and human rights defenders.

In October 2024, the oǗce of the local press, Jubi, known for reporting on human rights 
in West Papua, was attacked with Molotov cocktails by unidentiǙed men.77 Foreign media 

access is restricted by a law requiring them to obtain permission before entering “red zones” 
like West Papua.78 In its 2024 monitoring report, global civil society alliance CIVICUS labelled 
Indonesia’s civic space as “obstructed” because of restrictive laws, excessive use of force, 
as well as arrests and harassment of human rights defenders and activists, especially 

in Papua. In 2025, Indonesian authorities criminalised and arrested several Papuan activists 
for their peaceful protests against nickel mining in Raja Ampat, PT Freeport and other 

extractive industries, and the militarisation of West Papua.79 

The Indonesian government has increasingly deployed military personnel across West 

Papua, particularly to secure areas that have natural resources, including mining and fossil 

gas. The Tangguh LNG project and associated facilities have been granted high national 

security status through the National Vital Objects under Decree of the Ministry of Energy 

and Mineral Resources No. 270.K/HK.02/MEM.S/2022.80 A 2021 report81 by several civil 

society organisations revealed the link between ‘development’ projects in Papua and the 

deployment of military forces, which frequently results in violence against civilians. BP Berau 

claims it uses the Integrated Community Based Security (ICBS) strategy, which employs 

local Papuans for everyday security of the project and has committed to only call the police, 

not the military, and only if a security problem escalates.82 However, this is diǗcult to verify 
in a context where civil society organisations and both local and foreign press are severely 

restricted.

This security-Ǚrst approach has serious implications. While it is framed as a way to protect 
major projects, the presence of armed forces on the ground can intensify risks of shrinking 

civic space, infringing on Indigenous rights, and deepening the potential for human 

rights abuses. These conditions highlight deep concerns about how security is governed 

in conǚict-aǖected regions like Papua. The opaque deployment of security personnel, 
without public accountability and transparency, underscores the urgent need for evaluation. 

Moving forward, any security involvement in development projects must be critically 

reviewed to prioritise democratic values, safeguard human rights, and ensure that civic 

space is protected — not suppressed.
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Conclusion and recommendations

The Tangguh LNG project has caused untold environmental destruction, human rights violations 

and increased GHG emissions. Further expanding the project to Train 4 and building CCUS facilities 
will worsen the project’s climate impacts and delay Indonesia’s shift to renewable energy. 

As of writing, MDBs have no public commitments to Ǚnance Train 4. According to the written 
response by ADB when asked for comment, the bank currently has no plans or discussions to fund 

Train 4, and any Ǚnancing will be consistent with the bank’s Energy Policy and Paris Alignment 
methodology. However, the ADB’s as well as the IFC’s and AIIB’s policies and strategies on energy 

and Paris Alignment methodologies are not robust enough to prevent these banks from Ǚnancing 
Train 4. The current discussions on changes to the ADB’s Energy Policy and the World Bank’s 
energy directions are taking the wrong turn, but the shareholders still have time to take the 

right direction. The AIIB’s upcoming review of its energy policy (by no later than 2027) is another 
opportunity for course correction, to set the bank on a path to genuine alignment with the Paris 

Agreement. 

These are the actions that will set MDBs on the right course:

	z MDBs should not fund the further expansion of Tangguh LNG to Train 4 and associated CCUS 
facilities. Instead, MDBs should help Indonesia step away from fossil fuels and build more 

capacity for sustainable, accessible, fully renewable energy. 

	z MDBs should review their FI clients’ portfolios and encourage exit from all fossil fuels, 
including fossil gas. MDBs should plug loopholes in their FI lending to ensure that they are not 

indirectly supporting the further expansion of the Tangguh LNG to Train 4 and CCUS, as well 
as other fossil gas projects.

	¨ The ADB and IFC should review their legacy clients and encourage concrete, measurable, 

time-bound and 1.5°C Paris Agreement-compatible targets on phasing out of funding for all 
types of fossil fuels, including fossil gas. 

	¨ The AIIB should use its influence to encourage a similar phase-out in Bayfront’s and other 

clients’ issuance of infrastructure debt securities. 

	¨ The IFC, in particular, can strengthen its Green Equity Approach by extending it to cover fossil 

gas projects and prohibiting existing equity clients from making new fossil gas investments. 

	z MDBs must commit to end funding for all fossil fuels. MDBs must commit to stop funding for 

all fossil fuels, including through Ǚnancial intermediaries. At the same time, the MDBs should 
drop the narrative of ‘gas as a transition fuel’ and instead scale up public Ǚnance to support the 
rapid transition from fossil fuels to renewable energy. Concrete steps to take include:

	¨ In MDB energy policies, expand existing limitations on fossil gas investments (such as the 

exclusion of upstream oil and gas investments) to other segments of the oil and gas industry 

(downstream).
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	¨ Set a target for complete, time-bound and rapid phase-out of all fossil fuel financing, 

including fossil gas.

	¨ Shift support to renewable energy, avoiding false solutions like CCUS. 

	¨ Ensure more transparency on FI lending to ensure that public Ǚnance is not indirectly 
supporting fossil fuels.

	¨ Conduct independent evaluations of the eǖectiveness of MDB Paris Alignment 
methodologies, two years on from adoption.

	z MDBs should strengthen their safeguards and accountability mechanisms to uphold the 
rights of aǖected communities and protect the climate. The Tangguh LNG project oǖers 
poignant lessons on the lasting negative social and environmental impacts of large scale fossil 

projects. Below are concrete steps that MDBs can take to prevent these from happening again:

	¨ Conduct a truly independent and public audit that will evaluate the environmental and 

social impacts, including the gender-based harm, of the Tangguh LNG project. This audit 

must be conducted not by TIAP, but by an institution with no ties to BP and the other project 

developers to avoid conǚicts of interest and issues of independence. The process should 
also involve the local and Indigenous group(s), and its Ǚndings must be transparently 
disclosed, especially to aǖected communities in Papua. Apart from the project developers, 
MDBs should contribute towards the remedy of the harms that they enabled when they 

supported the Tangguh LNG project and its expansion.

	¨ The ongoing IFC Sustainability Framework review should strengthen the existing Performance 

Standards (PS)83 to ensure the IFC does not fund projects that contribute to worsening 

the climate, contribute to biodiversity and forest loss and violate the rights of affected 

communities, including Indigenous peoples. A new PS on FI lending that will improve 

transparency and disclosure, assess climate risks, phase-out fossil fuels, and enhance 

communities’ access to remedy should be adopted.

	¨ The current reviews of the ADB and AIIB accountability mechanisms must result in enhanced 

accountability for affected communities, in particular by lowering barriers to access and 

enabling the mechanisms to self-initiate investigations in cases where civil society space 

is severely restricted.
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