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OPINION | Bill Sullivan

Downstream 
processing & refining 

– Keeping everyone 
happy is never easy

The government has had 
considerable success in advancing 

its objective of full domestic 
processing and refining of all metal 

minerals produced in Indonesia. 
This is particularly so in the case  

of nickel ore and notwithstanding 
the many changes to the 

government’s policy on the banning 
of exports of nickel ore.
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Dynamic coal market
Coal would remain a vital energy source for ASEAN countries in ensuring long-

term energy security in the region. Member countries of the association have recently 
launched the so-called ASEAN Coal Business Roundtable Dialogue to explore the 
future of ASEAN’s coal trade and coal roles in energy transition.

ASEAN Center for Energy’s (ACE’s) 5th ASEAN Energy Outlook says demand 
for primary energy in the region is expected to grow by an average of 3.4 percent per 
year from 627 million tons to reach 1,450 million tons of oil equivalent in 2040. In 
ASEAN, coal accounts for around 15% (72 GW) of power generation in the region 
and is expected to double its capacity by 2040.

Coal resources are abundant in ASEAN for many years to come, forecasted to be 
about 12–14 billion metric tons in 2035.

International Energy Agency (IEA) regards Southeast Asia region as the most 
dynamic region for coal-fired power plant development. IEA also projects the power 
demand growth in the region at approximately 3.5 percent per year. 

In Indonesia, about 50 percent of total power generating capacity consumes coal, 
while 68 percent of the country’s electricity production comes from coal-fired power 
plants.

In the Philippines, coal constitutes 41 percent of total power generation mix 
and the country’s power generation sector is the highest consumer of coal with 
consumption tripling from 10 million tons in 2011 to 29 million tons in 2019. 

In Vietnam, there are more than 10 GW of coal-fired power plants are under 
construction and are expected to come online by 2025. Another 10 GW is planned 
and will come online between 2025 and 2030.

James Stevenson, Senior Director, Coal Metals & Mining of IHS Markit, in 
a webinar organized by CoalAsia Magazine said recently seaborne thermal coal 
demand in the Asia Pacific region, including Southeast Asia, will grow slowly over 
the next ten years, outweighing declining demand elsewhere, such as Europe and the 
United States of America.

CoalAsia runs the prospect of coal market in ASEAN countries as the main story 
at a time when demand from Indonesia’s traditional coal markets of China and India 
declined sharply in the aftermath of Covid-19 pandemic. 

We also publish analysis and opinion articles by noted experts in mining industry 
to enrich knowledge of the country’s mining industry.

CoalAsia Magazine and Petromindo.com also would jointly organize a series of 
webinars on mining-related issues, namely cost efficiency in mining industry and 
Indonesian coal market summit.

Happy reading 

Adianto P. Simamora
Editor in Chief
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Downstream processing & refining – 
Keeping everyone happy is never easy1234

1. Bill Sullivan, Senior Foreign Counsel with Christian Teo & Partners and Senior Adviser to Stephenson Harwood LLP.
2.	 Bill	Sullivan	is	the	author	of	“Mining	Law	&	Regulatory	Practice	in	Indonesia	–	A	Primary	Reference	Source”	(Wiley,	New	York	&	Singapore	2013),	the	first	internationally	

published, comprehensive book on Indonesia’s 2009 Mining Law and its implementing regulations.
3. Copyright in this article belongs to Bill Sullivan and Petromindo.
4. This article may not be reproduced for commercial purposes without the prior written consent of both Bill Sullivan and Petromindo.

Introduction
The Government has had 

considerable success in advancing its 
objective of full domestic processing 
and refining of all metal minerals 
produced in Indonesia. This is 
particularly so in the case of Nickel Ore 
and notwithstanding the many changes 
to the Government’s policy on the 
banning of exports of Nickel Ore.

The Government is, apparently, now 
committed to not relaxing or changing 
again the present export ban on Nickel Ore 
that was controversially brought forward, 
in late 2019, to the beginning of 2020.

Continuing progress in domestic 
processing and refining is, however, 
dependent (at least in part) on the 
Government’s ability to keep all 
stakeholders on side and at least 
minimally satisfied with the economic 
outcome for them of domestic 
processing and refining. Two of the 
most important stakeholders are 
Indonesia’s producers of metal minerals 
and owners of smelters/refineries. 

The Government has clearly found 
it particularly challenging to reconcile 
the competing interests of producers 
of Nickel Ore and owners of Nickel 
smelters as well as its own fiscal interests 

in avoiding any negative impact on 
Government revenue as a result of 
transfer pricing. In this regard, the 
Government is learning to its chagrin that 
keeping everyone happy is never easy!!

A newly issued regulation seeks to 
both placate producers of Nickel Ore by 
offering them a degree of price certainty, 
in respect of domestic sales of Nickel 
Ore to Nickel smelter operators, and 
minimize the risk of transfer pricing in 
domestic Nickel Ore sales. It remains 
to be seen, though, whether or not this 
latest initiative will be sufficient to 
either end the lobbying of certain Nickel 
Ore producers for a relaxation of the 
Nickel Ore export ban or effectively 
protect the Government’s fiscal position

In this article, the writer will 
review the newly issued regulation 
on benchmark pricing of Nickel Ore 
before considering whether or not this 
new regulation is likely to be effective 
in achieving its various presumed 
objectives.

Background
In January 2017, the Government 

announced that it would allow (i) the 
continuation of exports of certain metal 
mineral concentrates (concentrates 

being intermediate and only partially 
refined metal mineral products) beyond 
the then 11 January 2017 deadline for 
full domestic processing and refining of 
all metal minerals (“2017 Concentrate 
Export Continuation”) and (ii) the 
resumption of exports of substantially 
unprocessed/unrefined 

Nickel Ore and Bauxite Ore which 
had been banned since 11 January 
2014 (“2014 Export Ban”) (“2017 
Nickel Ore & Bauxite Ore Export 
Resumption”) (together, “2017 Export 
Ban Relaxation”). 

The 2017 Export Ban Relaxation 
allowed parties, producing concentrate 
forms of Copper and certain other 
metals, to continue to export their 
concentrate products, in quantities 
approved by the Ministry of Energy & 
Mineral Resources (“ESDM”), for a 
maximum of five years until 11 January 
2022, so long as they: 
(a) in the case of foreign-owned 

producers, committed to divesting 
51% of their issued shares to 
local parties within ten years of 
commencing production;  

(b) had their smelter construction plans 
independently verified and approved 
by ESDM; 

OPINION
By Bill Sullivan
Christian Teo & Partners (in asscociation with Stephenson Harwood LLP)
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(c) made 90% ongoing progress in 
fulfilling their existing commitments 
to domestic smelter construction;  

(d) renewed their export permits every 
twelve months; and 

(e) paid the applicable export tax of up 
to 10% (together, “2017 Concentrate 
Export Conditions”). 
 
The 2017 Export Ban Relaxation 

also allowed parties, producing Nickel 
Ore, to resume export of unprocessed 
Nickel Ore, with a Nickel content of 
less than 1.7% and in ESDM approved 
quantities, for a maximum of five years 
until 11 January 2022, so long as they: 
(a) in the case of foreign-owned 

producers, committed to divesting 
51% of their issued shares to 
local parties within ten years of 
commencing production; 

(b) committed to constructing domestic 
smelters within five years; 

(c) had their smelter construction plans 
independently verified and approved 
by ESDM; 

(d) made 90% ongoing progress in 
fulfilling their commitment to 
domestic smelter construction; 

(e) renewed their Export Permits every 
twelve months; 

(f) collectively supplied 30% of the low 
metal content Nickel Ore required by 
domestic smelters; and 

(g) paid the applicable export tax of up 
to 10% . 
 
Finally, the 2017 Export Ban 

Relaxation allowed parties, producing 
Bauxite Ore, to resume export of washed 
Bauxite Ore, with an aluminum oxide 
content of at least 42% and in ESDM 
approved quantities, for a maximum of 
five years until 11 January 2022, so long 
as they: 
(a) in the case of foreign-owned 

producers, committed to divesting 
51% of their issued shares to 
local parties within ten years of 
commencing production;  

(b) committed to constructing domestic 
smelters within five years; 

(c) had their smelter construction plans 
independently verified and approved 
by ESDM; 

(d) made 90% ongoing progress in 
fulfilling their commitment to 
domestic smelter construction;  

(e) renewed their export permits every 
twelve months; and 

(f) paid the applicable export tax of up 
to 10% (“2017 Bauxite Ore Export 
Conditions”). 

 
While the 2017 Concentrate 

Continuation was widely expected, the 
2017 Nickel Ore & Bauxite Ore Export 
Resumption took many people by 
surprise. 

C
A

 | B
oi

m



COAL ASIA  AUGUST 29 - SEPTEMBER 29, 202012

OPINION

In late 2019, the Government 
unexpectably brought forward the ban 
on the export of Nickel Ore, with a 
Nickel content of less than 1.7%, from 11 
January 2022 to 31 December 2019 and 
thereby effectively banned the export of 
all Nickel Ore as of 31 December 2019 
(“2019 Nickel Ore Export Ban”). The 
Government, however, left in place  
the 2017 Concentrate Continuation and 
the 2017 Nickel Ore & Bauxite Ore 
Export Resumption in respect of Bauxite 
Ore only.

Readers interested in knowing more 
about the long and often changing 
history of the 2019 

Nickel Ore Export Ban are referred 
to the writer’s earlier articles being (i) 
“Is the Export Ban Really Going to be 
Enforced in January 2014 After All?”, 
Petromindo, CoalAsia Magazine 

December 2013 – January 2014; (ii) 
“The Export Ban as Finally Introduced 
– A Grand 

Compromise with Much Residual 
Uncertainty”, Petromindo, CoalAsia 
Magazine, January – February 2014, (iii) 
“The Unfinished Business of the Export 
Ban – Old and New Issues Frustrate 
the Grand Compromise”, Petromindo, 
CoalAsia Magazine February - March 

2014; (iv) “Export Ban Upheld by 
Constitutional Court”, Petromindo, 
CoalAsia Magazine, January – February 
2015, (v) “Metal Mineral Export Ban 
– Showdown at the O.K. Corral?”, 
Petromindo, CoalAsia Magazine, 
October – November 2016,  (vi) “New 
Metal Mineral Export Conditions 
– Smoke & Mirrors”, Petromindo, 
CoalAsia Magazine, February – March 
2017 and (vii) “Bringing Forward 
Nickel Ore Export Ban – Compounding 
Investor Uncertainty Problem”, 
Petromindo, CoalAsia Magazine, 
September – October 2019.

The 2019 Nickel Ore Export Ban no 
doubt makes good sense, at least from 
the perspective of the Government and 
investors in Nickel smelters, given the 
undeniable progress that has been made 
in encouraging downstream processing 
and refining of Nickel Ore compared 
to other metal minerals. In this regard, 
it was recently reported by on-line 
news portal Kontan.co.id that ESDM 
projects 48 Nickel smelters will be fully 
operational by 2024. Of these projected 
48 Nickel smelters, 11 are already 
operating and 19 are under construction.

It is, nevertheless, also entirely 
understandable that some producers 
of Nickel Ore feel very much unfairly 
treated, as a result of the 2019 Nickel 
Ore Ban, compared to producers of other 
metal minerals generally (which can still 
export in concentrate form subject to 
compliance with the 2017 Concentrate 
Export Conditions) and, more 
particularly, compared to producers of 
Bauxite Ore which can still export (if 
only until 2022 at this stage) Bauxite 
Ore subject to compliance with the 2017 
Bauxite Ore Export Conditions. 

It is those Nickel Ore producers, 
which have neither already constructed 
nor are proposing to construct their own 
Nickel smelters, that are most adversely 
affected by the 2019 Nickel Ore Export 
Ban. With export markets closed to 
them, these Nickel Ore producers are 
left with no alternative but to sell their 
production domestically to Nickel 
smelter operators. Self-evidently, 
Nickel smelter operators have the much 
stronger bargaining position when it 
comes to negotiating the purchase price 
for Nickel Ore supplied by producers, 
without their own Nickel smelters and 
no other alternative buyers, available 
overseas, for their production.

Nickel Ore producers, without 

their own already operating, under 
construction or proposed Nickel 
smelters, have continued to lobby 
vociferously for a relaxation of the 2019 
Nickel Ore Export Ban, highlighting 
that (i) Nickel Ore prodcuers are being 
treated less favourably than other 
metal mineral producers and (ii) the 
Government has not strictly enforced 
either the 2017 Concentrate Export 
Conditions or the 2017 Bauxite Ore 
Export Conditions, particularly with 
regard to required smelter construction 
progress. These Nickel Ore producers 
also represent a potential threat to 
the realization of the Government’s 
downstream processing and refining 
objectives as there must be a heightened 
risk of these Nickel Ore producers 
engaging in illegal export activities if 
they cannot obtain a domestic price 
for their Nickel Ore production that 
provides them with a reasonable return 
on their invested capital. Illegal mineral 
exports have been a huge problem for 
the Government in the past and could 
easily become so again as effectively 
controlling illegal mineral exports is 
very difficult to achieve in practice and 
in an environment of weak Government 
control and widespread corruption. If 
the Government wants Nickel smelter 
construction to continue, it cannot afford 
to allow prospective investors in and 
financiers of Nickel smelters to have 
serious worries that illegal exports of 
Nickel Ore may, once again, become 
rampant and thereby undermine the 
international price competitiveness 
of fully processed and refined Nickel 
products from Indonesia.

Having regard to the above, the 
Government needs to try to address 
the domestic pricing concerns of those 
Nickel Ore producers without their own 
already operating, under construction 
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or proposed Nickel smelters. Although 
probably relatively small in number, 
these Nickel Ore producers could 
have an outsize negative impact on 
the realization of Nickel smelter 
construction targets and, thereby, 
undermine the Government’s biggest 
success story, to date,  in terms of 
downstream processing and refining if 
they were to become seriously alienated 
by lack of action on their domestic 
pricing concerns.

In addition to the problems faced 
by Nickel Ore producers, without 
their own already operating, under 
construction or proposed Nickel 
smelters, the Government also has 
reason to be concerned about the 
potential for transfer pricing problems 
to arise in the case of Nickel Ore 
producers selling Nickel Ore to Nickel 
smelter operators which are affiliates 
of the Nickel Ore producers. The 
potential for transfer pricing problems 
to arise is increased by virtue of the 
preferred mining industry operating 

model which is to have different but 
affiliated companies carrying on the 
Nickel Ore production activities and 
the Nickel smelting activities. To the 
extent Nickel Ore production is more 
profitable than Nickel smelting, there 
is clearly an incentive for groups, 
with both Nickel Ore producers and 
Nickel smelters operated by different 
companies in the group, to shift revenue 
away from the more profitable Nickel 
Ore producers to the less profitable, 
affiliated Nickel smelters by setting the 
price for Nickel Ore sold to affiliates at 
less than an arms-length price. This has 
negative tax revenue implications for the 
Government in two distinct ways. First, 
the Government’s non-tax State revenue 
or production royalty revenue is reduced 
as the production royalty is calculated 
on the basis of the price of Nickel Ore 
as first sold by the producer. Second, 
the Government’s income tax revenue 
is reduced as income tax is calculated 
on the net profits of the Nickel Ore 
producer and the Nickel smelter operator 

respectively.
Having regard to the above, it is 

not surprising that the Government 
has recently moved to address both the 
domestic pricing concerns of Nickel Ore 
producers and its own transfer pricing 
concerns pursuant to Minister of Energy 
& Mineral Resources (“MoEMR”) 
Regulation No. 11 of 2020 re Third 
Amendment to MoEMR Regulation 
No. 7 of 2017, dated 13 April 2020, 
re Procedures for Determining Metal 
Mineral Benchmark Prices and Coal 
Benchmark Prices (“MoEMRR 7/2017”) 
(“MoEMRR 11/2020”).

Analysis and discussion 

1. Overview
MoEMRR 11/2020 came into force 

on 13 May 2020 and introduces so-called 
“benchmark pricing” for domestic sales 
of metal minerals including Nickel Ore.

The extension to metal minerals, 
of the prexisting benchmark pricing 
system for coal, was provided for in 
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the amendments to the 2009 Minerals 
& Coal Mining Law approved by the 
Indonesian Parliament in th second 
quarter of 2020.

The objectives of MoEMRR 
11/2020 are probably at least three 
in number. First, MoEMRR 11/2020 
seeks to ensure that Nickel Ore 
producers, without their own already 
operating, under construction or 
proposed Nickel smelters, receive a 
“fair” price for the Nickel Ore sold by 
them to operators of domestic Nickel 
smelters and given these Nickel Ore 
producers are precluded from accessing 
the export market for their Nickel 
Ore (“Fairness Objective”). Second, 
MoEMRR 11/2020 seeks to reduce 
pressure on the Government to relax 
the 2019 Nickel Ore Export Ban (“No 
EB Relaxation Objective”).      Third, 
MoEMRR 11/2020 seeks to protect the 
Government’s revenue base by limiting 
the price setting discretion of Nickel Ore 
producers and Nickel smelter operators 
(“Revenue Protection Objective”).

Although the focus of this article is 
domestic sales of Nickel Ore, MoEMRR 
11/2020 and the earlier regulation that 
it amends (i.e., MoEMRR 7/2017) 
have been drafted sufficiently generally 
so as to ensure that their provisions 
are applicable to coal and other metal 
minerals apart from Nickel Ore. It is 
also important to note that the provisions 
of MoMRR 7/2017, only recently 
applied to Nickel Ore by virtue of the 
issuance of MoEMRR 7/2020,  have 
been applicable (in many respects) to 
coal since 2017.

2. Main Provisions
2.1 Benchmark Pricing for Nickel Ore: 

Holders of Production Operation 
Mining Business Licenses for 
Nickel Ore (“Nickel Ore Production 

Operation IUPs”) and Special 
Production Operation Mining 
Business Licenses for Nickel Ore 
(“Nickel Ore Production Operation 
IUPKs”) must follow the Benchmark 
Price (Harga Patokan Mineral or 
“HPM”) (“HPM Requirement”) for 
all  sales of Nickel Ore (Article 2(1) 
of MoEMRR 11/2020).
The HPM Requirement specifically 

applies to domestic sales of Nickel Ore, 
by holders of Nickel Ore Production 
Operation IUPs and Nickel Ore 
Production Operation IUPKs, to Nickel 
smelter operators (Article 2(1) of 
MoEMRR 11/2020).  

MoEMRR 11/2020 seeks to make 
clear that the HPM Requirement is 
equally binding on Nickel smelter 
operators purchasing Nickel Ore for 
use in their smelting operations and 
regardless of whether or not the seller 
of the Nickel Ore is an affiliate of the 
relevant Nickel smelter operator (Article 
2(2) of MoEMRR 11/2020.

Notwithstanding the foregoing, there 
is some flexibility in the application of 
the HPM Requirement as is highlighted 
in 2.4 below. 

2.2 Methodology of Nickel Ore HPM 
Determination: Nickel Ore HPM 
is to be determined in reliance 
to one or both of the following 
methodologies:

a. the “market pricing mechanism”; 
and/or

b. having regard to a number of 
specified factors being:

 - generally accepted international  
  market prices;

 - any increase in mineral added  
  value; and

 - the need to implement good mining  
  rules (Article 2(3) of MoEMRR  
  11/2020).

Although far from clear, enquiries 
made by the writer’s staff with ESDM 
indicate that the reference to the 
“market pricing mechanism” in (a) 
above is intended to refer to London 
Metal Exchange prices, being the 
traditional reference point for pricing 
metal minerals. No guidance, though, 
is provided as to in what circumstances 
one methodology is to be preferred over 
the other methodology.

2.3 Nickel Ore HPM to be used for 
Calculating Production Royalty: 
Nickel Ore HPM sets the lower 
boundary for calculating the 
Production Royalty payable to the 
Government in respect of the first 
sale of Nickel Ore (Article 2(3) of 
MoEMRR 11/2020). 

Having regard to the above and 
even if the actual selling price of Nickel 
Ore, in a particular sale and purchase 
transaction,  is lower than Nickel Ore 
HPM (see 2.4 below), Nickel Ore HPM 
must still be used for the purpose of 
calculating the Production Royalty 
payable in respect of that particular sale 
and purchase transaction. If, however, 
the actual selling price of Nickel 
Ore, in a particular sale and purchase 
transaction, is higher than Nickel Ore 
HPM, the actual selling price must be 
used for the purpose of calculating the 
Production Royalty payable in respect 
of that particular sale and purchase 
transaction.

2.4 Provision for Selling Price 
Flexibility: Notwithstanding 2.1 
above, the drafters of MoEMRR 
11/2020 recognize the possibility 
that transaction prices for Nickel 
Ore may legitimately differ as 
between the quotation period and 
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the transaction period. Accoridngly, 
the actual selling price of Nickel 
Ore may be not more than 3% 
lower than Nickel Ore HPM for the 
relevant transaction period. It seems, 
however, that there is no limitation 
on the extent to which the actual 
selling price of Nickel Ore may be 
greater than Nickel Ore HPM for 
the relevant period (Article 3(3) of 
MoEMRR 11/2020). 

2.5 Responsibility for Nickel Ore 
HPM Determination: MoEMR is 
responsible determining Nickel Ore 
HPM on a monthly basis and with 
the determined Nickel Ore HPM 
being stipulated in a MoEMR decree 
(Article 6(6) of MoEMRR 11/2020). 

2.6 Nickel Ore HPM Determination 
Formula: MoEMR is to calculate 
or “determine” the monthly Nickel 
Ore HPM using a formula to be 
developed by MoEMR and which 
formula may be adjusted every six 
months if desirable or necessary 
(Article 6(3) of MoEMRR 11/2020).
The Nickel Ore HPM formula is to 

reflect a number of variables being:
(a) relevant Nickel Ore grade;

(b) constants;
(c) minimum Nickel Ore HPM 

(“HMA”);
(d) corrective factor; 
(e) treatment costs and refining charges; 

and/or
(f) payable metal (Article 6(4) of 

MoEMRR 11/2020).

HMA is to be determined monthly 
having regard to Nickel Ore prices 
quoted by:
(a)  London Metal Exchange;
(b) London Bullion Market Association;
(c) Asian Metal;
(d) Indonesia Commodity & Derivatives 

Exchange; 
(e) Jakarta Futures Exchange; and
(f) other reference sources used in 

selling Nickel Ore domestically 
and abroad in accordance with 
statutory provisions (Article 6(7) of 
MoEMRR 11/2020).

MoEMRR 11/2020 does not 
provide any elucidation or explanation 
as to what is meant by the various, 
specified Nickel Ore HPM formula 
elements of (i) “constants”, (ii) 
“corrective factor” and (iii) “payable 
metal”.  Enquiries made by the 

writer’s staff with ESDM have done 
little to make entirely clear just what 
these elements refers to. The writer’s  
present understanding, though, is that 
(i) “constants” are intended to refer 
to certain mathematical variables, (ii) 
“correct factor” is an adjustment or 
compensation amount proposed by 
MoEMR and (iii) “payable metal” 
refers to the quantity of Nickel Ore 
that the relevant smelter operator is 
obliged to pay for pursuant to the 
underlying sale and purchase contract.  
The intention may well be to ensure 
that ESDM has a considerable degree 
of flexibility in determining Nickel 
Ore HPM and as it tries to balance 
the competing concerns of Nickel Ore 
producers and Nickel smelter operators.

2.7 Quality Verification by Surveyor and 
Appointment of Surveyor: Holders 
of Nickel Ore Production Operation 
IUPs and Nickel Ore Production 
Operation IUPKs are obliged to 
verify the quality and quantity of 
the Nickel Ore sold be them and 
using a surveyor registered with the 
Director General of Minerals & Coal 
(“Director General”) (Article 9A(2) 
of MoEMRR 11/2020).
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Contracts for the sale and purchase 
of Nickel Ore must include a provision 
for the appointment of a referee or 
umpire to decide any disputes that arise 
between the sellers and the buyers, 
which referee or umpire must be a 
surveyor registered with the Director  
General (Article 9B(2) and (3) of 
MoEMRR 11/2020).

In the event that the respective 
seller and buyer analyses of the Nickel 
Ore sold and purchased in a particular 
transaction differ, the discrepancy is to 
be resolved on the basis of tests carried 
out by the relevant surveyor named 
as referee or umpire in the underlying 
contract for sale and purchase of 
Nickel Ore (Article 9B(1) of MoEMRR 
11/2020).

2.8 Administrative Sanctions:  Nickel 
Ore producers, which violate 
various provisions of MoEMRR 
11/2020 including (most 
importantly) the HPM Requirement, 
may receive  administrative 
sanctions in the form of:

(a) written warnings;
(b) temporary or partial suspension of 

mining business activities; and/or
(c)  revocation of Nickel Ore Production 

Operation IUP or Nickel Ore 
Production Operation IUPK (Article 
12(2) of MoEMRR 11/2020).

Likewise “other parties”, which 
violate various provisions of MoEMRR 
11/2020 including (most importantly) 
the HPM Requirement, may receive 
administrative sanctions in the form of:
(a) written warnings;
(b) temporary or partial suspension of 

mining business activities; and/or
(c) revocation of business licenses 

(Article 12(2) of MoEMRR 
11/2020).

Although not made clear, the “other 
parties” referred to above, presumably, 
include Nickel smelter operators.

3.   Evaluation of MoEMRR 11/2020
3.1 Fairness Objective: The Fairness 

Objective behind MoEMRR 11/2020 
was well

expressed by the Acting Director 
General of Minerals & Coal, Rida 
Mulyana, when he said, during a virtual 
press conference on 20 July 2020 and 
as subsequently quoted by on-line news 
portal Tambang.co.id, that:

“[The task of the Government] 
is how to find a balance or fair price 
between profits for smelters and 
guarantee nickel mining activities can 
provide sufficient margins for miners.”

“Fairness”, however, is inevitably 
always a relative concept rather than 
an absolute concept as Rida Mulyana 
subsequently made clear, in the 
same virtual press conference, when 
he indicated that the Government 
intended to set Nickel Ore HPM below 
international prices in order to improve 
the financial performance of domestic 
smelters. In this regard, the Director of 
Development and Mineral Exploitation, 
Yunus Saefulhak, said (again as quoted 
by Tambang.co.id):

“For example if the international 
price [of Nickel Ore] is USD60 [per 
WMT], in us [Indonesia] the most 
[highest HPM] is USD30 [per WMT].” 

The above quotes should be 
interpreted as meaning that the 
Government attaches the highest 
priority to ensuring strong Nickel 
smelter economics as this will serve to 
encourage greater investment in Nickel 
smelter construction. However, at the 
same time the Government does not 
intend to ignore altogether the financial 

plight of Nickel Ore producers and, 
to this end, wants to ensure that the 
Nickel Ore HPM is at least sufficient to 
cover the production cost of Nickel Ore 
producers as well as guaranteeing them 
some profit margin. 

The reaction to MoEMRR 11/2020 
has been mixed to say the least. 
As might have been expected, the 
Indonesian Nickel Miners Association 
(“APNI”) has expressed qualified  
support for the HPM Requirement and 
suggested that MoEMRR11/2020 is the 
outcome of a collective process in which 
the interests of all relevant parties were 
carefully considered. By contrast, the 
Association of Processing & Refining 
Industry Companies (“AP3I”), which 
represents Nickel smelter operators 
among others, has been noticeably 
“lukewarm” about MoEMRR 11/2020, 
maintaining that domestic Nickel 
Ore prices should be determined, 
on a “business to business” basis by 
direct negotiation between Nickel Ore 
producers and Nickel smelter operators. 
AP3I has also suggested that the HPM 
Requirement relies on Nickel Ore prices 
that are three  months old and, therefore, 
do not necessarily reflect the market 
price of Nickel Ore at the time any 
particular sale and purchase of Nickel 
Ore  takes place. In this regard, the AP3I 
vice chairman was quoted, in the 27 
July 2020 edition of The Jakarta Post, as 
having said:

“The know nickel is a global 
commodity and the world follows LME 
prices. Prices keep changing and cannot 
be pegged at one figure and so on.”

AP3I has gone so far as to suggest 
that MoEMRR 11/2020 and the HPM 
Requirement is just another example 
of bureaucrats making regulations in 
respect of an industry and a technical 
subject that they do not understand.
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3.2 No EB Relaxation Objective: A 
cynical observer might suggest that 
what the Government is actually 
seeking to do is to identify the 
minimum Nickel Ore HPM that 
Nickel Ore producers are willing to 
accept in return for (i) dropping their 
lobbying efforts to overturn the 2019 
Nickel Ore Export Ban and (ii) no 
longer embarrassing the Government 
by publicising the Government’s 
poor record in strictly enforcing the 
2017 Concentrate Export Conditions 
and the 2017 Bauxite Ore Export 
Conditions particularly with regard 
to required smelter construction 
progress. 

While generally supportive of the 
HPM Requirement, APNI has pointed 
out that MoEMRR 11/2020 does not 
even begin to address an associated 
problem of what to do with Indonesia’s 
large reserves of low grade Nickel 
Ore. Claiming that only a small part 
of Indonesia’s reserves of Nickel Ore 
actually comprises so-called high 
grade Nickel Ore (i.e., Nickel Ore with 
a metal content of more than 1.7%), 
APNI has highlighted that, if dometic 
Nickel smelter operators continue to 
exclusively buy high grade Nickel Ore, 
Indonesia’s exsting reserves of high 
grade Nickel Ore may not be sufficient 
to support much more than another 
7 years of domestic Nickel smelter 
operation. By implication, APNI would 
seem to be advocating the possible 
amendment/expansion of MoEMRR 
11/2020 to also control what grades 
of Nickel Ore are bought by domestic 
Nickel smelter operators and, so, ensure 
that Indonesia’s producers of low 
grade Nickel Ore are not left without 
any market for their production. In the 
alternative, it may be that APNI still 

wants to see the relaxation of the 2019 
Nickel Ore Export Ban at least in respect 
of low grade Nickel Ore and assuming 
domestic Nickel smelter operators 
cannot be otherwise “persuaded” to buy 
more low grade Nickel Ore.

3.3 Revenue Protection Objective: 
MoEMRR 11/2020 seeks to protect 
the Government’s revenue base 
by providing that the Production 
Royalty payable by Nickel Ore 
producers is calculated on the higher 
of Nickel Ore HPM and the actual 
selling price in any Nickel Ore sale 
and purchase transaction. Setting 
Nickel Ore HPM as the effective 
“floor price” for Production Royalty 
calculation is substantially the same 
approach that the Government has 
previously adopted in the case of 
coal. This presumably indicates the 
Government has found, based on 
its experience with coal producers, 
that using a Government determined 
benchmark price as the  “floor price” 
for Production Royalty calculation 
is at least a somewhat effective way 
to avoid transfer pricing between 
related sellers and buyers of mineral 
commodities and otherwise protect 
its revenue base.

Summary and conclusions
MoEMRR 11/2020 seeks to balance 

the interests of multiple parties including 
Nickel Ore producers, Nickel smelter 
investors/operators and the Government. 
This is a very challenging task and 
it remains unclear how successful 
MoEMRR 11/2020 is going to be in 
achieving the desired balance.

Neither Nickel Ore producers nor 
Nickel smelter investors/operators 
are entirely satisfied with MoEMRR 
11/2020 as was perhaps always 

inevitable.
As the Government continues to 

be under pressure to do more to help 
both Nickel Ore producers and Nickel 
smelter investors/operators, MoEMRR 
11/2020 is arguably a good example of 
the perils of Government interference 
with the normal market mechanism for 
determining demand, price and supply 
– no one is happy and everyone expects 
the Government to do still more.

Trying to keep all the stakeholders, 
in the local Nickel industry, more or 
less happy and at least somewhat onside 
with the Government’s downstream 
procecessing and refining policy for 
metal minerals is indeed not an easy 
task and, perhaps, it was a mistake 
for the Government to even try to do 
so. “Fairness”, in particular, is the 
most elusive of objectives and one in 
respect of which consensus, among the 
competing stakeholders, is never likely 
to be realised. 

This article has been contributed by 
Bill Sullivan, Senior Foreign Counsel 

with Christian Teo & Partners and 
Senior Adviser to Stephenson Harwood 

LLP. Christian Teo & Partners is a 
Jakarta based, Indonesian law firm 
and a leader in Indonesian energy, 
infrastructure and mining law and 

regulatory practice. 
Christian Teo & Partners operates in 

association with international law firm 
Stephenson Harwood LLP which has 

ten offices across Asia, Europe and 
the Middle East: Beijing, Dubai, Hong 

Kong, London, Paris, Piraeus, Seoul, 
Shanghai, Singapore and Yangon. 
Readers may contact the writer at 

email: bsullivan@cteolaw.com  
office: 62 21 50202789

mobile: 62 815 85060978
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Indonesia’s environmental regulation 
that classifies mining wastes/ 
mining’s by-products including 
fly-ash and bottom ash (FABA) as 

toxic and hazardous (B3) wastes has been 
a stumbling block for many industries that 
utilize coal. Meanwhile, best practices 
in many countries validates that FABA 
are not listed as B3 wastes. In fact, 
FABA are widely used as construction 
materials. To add the complication, the 
Minister of Environment & Forestry 
(MoEF) regulation No. 10 of 2020 on the 
Charactistics Testing of B3 Waste enacted 
on early June 2020 does not solve the issue. 
To raise the concern, Impacted industries 
have sounded the issue to government 
institutions which later trigger a high level 
ministeral meeting to discuss the matter. 
Despite some positive responses from 
the government, doubts are still lingering 
on whether the MoEF will be seriously 
considering to delist FABA from the B3 
waste or maintain the status quo.

Controversial Regulation
The issue arose before the Government 

enacted the controversial government 
regulation (GR) No. 101 of 2014 on B3 
Wastes. Under the GR 101, FABA are 
categorized as B3 waste as listed in the 
Table 4 Appendix 1 with a waste code 
B409 and B440. It is deemed controversial 
as previously several ministers that had 
met with industri associations believed 
that such wastes should not be listed 
as the B3 wastes. But in fact, the GR 

issued barely few days before the SBY 
administration tenure came to the end. 
Since then, industries that impacted by the 
GR, including coal, electricity, cement, 
pulp, paper and others have been doing 
their best to comply with the regulation. 

Industries have long been arguing that 
FABA should be delisted from the list of 
B3 waste. Industry proposed that after the 
FABA are categorized as non-B3 waste 
(delisted from B3 waste list), the FABA 
must be managed and can be utilized 
maximally and massively, and across 
entities for various purposes as follows: 
(a) utilized as backfilling (overburden) 
to prevent acid mine drainage and brick 
making for road construction. The 
testing that needs to be performed should 
be done by similar industry groups or 
through industry associations, because 

in general the FABA test results from 
the manufacturing industry and the 
electrical industry confirm that FABA is 
non-B3 waste; (b) utlization of FABA as 
construction material for the construction 
of road and floor infastructure building, 
brick making, and cement mixing 
involving central and regional government.

Industry activities to manage the waste 
result in high cost financial consequences, 
ranging from IDR 50 billion to IDR 2 
trillion (according to a study conducted 
by a group of industry associations under 
the coordination of APINDO). On the 
utilization rates, the use of fly ash ranged 
from 0% - 0.96% and for the utilization 
of bottom ash it ranged from 0.05%-
1.98% which are relatively very small. 
In other countries, coal combustion 
products (CCP) are not categorized as 
B3 waste. Several countries such as the 
United States, China, India, Japan and 
Vietnam for example have already taken 
advantage of FABA, which are utilized as 
construction materials such as for cement 
mixture under road construction, bridges 
and embankments, ex-mining reclamation, 
as well as for the agricultural, forestry 
and fisheries with utilization rates ranging 
from 44.8% - 86% which is quite high.  

MinisterRegulation 10 of 2020
Implementing regulation in the form 

of MoEF Regulation No. 55/2015 on the 
Testing for B3 Wastes Characteristic does 
not simplify the process which has been 
long claimed by the industries. To respon 

Will FABA be delisted  
from the list of B3 waste?

OPINION
By Hendra Sinadia
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Executive director of Indonesian Coal Mining Association (APBI-ICMA), member of the 
Energy and Mineral Resources Committee of the Indonesian Employers Association 

(APINDO), vice chairman and co-founder of Indonesian Mining Association, member of the 
Board of PERHAPI. The opinions expressed are his personal view.

industry’s concern, the Ministry recently 
issued Regulation No. 10/2020 which 
replaced the Regulation No. 55/2015 
but without involvement of impacted 
industry associations. This triggers actions 
from several associations to join hand 
raising their voices to the government. 
The associations under the Coordination 
of APINDO actively engaged with the 
Coordinating Ministry for Economic 
Affairs, the Coordinating Ministry for 
Maritime Affairs and Investment, Ministry 
of Industry, and Ministry of Energy and 
Mineral Resources. 

Industry associations claim The 
Regulation 10 of 2020 does not solve the 
problem faced by the industries where 
the coal burning process as the main 
activity, and also for the manufacturing 
industry (rubber, fertilizer, mining, coal, 
food and beverages, textiles and textile 
products, inorganic chemicals, pulp and 
paper, plastics, ceramic, cement, and palm 
oil and its derivatives and others) which 
process the coal burning as a supporting 
activity.This is due to the followings: (a) 
the process of the drafting the Regulation 
does not involve stakekholders in this case 
business players/industry associations; (b). 
the definition of FABA in the Regulation 
is not in line with GR 101 of 2014; (c) this 
regulates or limits technical matters such 
as material characteristics fuel, boiler type, 
and operating pattern of using the boiler, 
which apparently cannot be implemented 
in the field. 

ICMA itself has asked the MoEFR to 
provide clarity on technical licensing in 
the new regulation and also clarity on the 
special agency with the Ministry which 
involved. Certainty regarding the timing 
of the fly ash testing process is among the 
issues of concern of industry associations as 
there is no clear maximum time required. In 
addition, the availability of laboratories for 

subchronic tests is deemed as very limited 
and this creates a long queue for testing and 
create uncertainty on the timeline.   

Industry also argue that Article 13 
paragraph 4 (b) of the MoER Regulation 
No. 10 of 2020 as very discriminatory 
because one type of B3 waste is subject 
to simplification of procedures the 
characteristics test of B3 waste is fly 
ash from the coal burning process at the 
facility electric steam power plant. To 
the best of our knowledge, there is no 
difference in the combustion process of 
coal either carried out by the Coal-Fired 
Power Plant or boiler. So the regulation 
should not distinguish the fly ash from the 
generating industry as the main activity or 
supporting activity. Likewise, with bottom 
ash produced from the coal burning 
process (CFPP) or boiler, should not be 
treated differently from fly ash. 

Industry’s ultimate aim to have FABA 
delisted from the B3 list. In doing so, 
industry associations propose that the 
government is simply removing FABA 
from the B3 waste by changing the Table 
4 in Annex I of the GR (PP) 101 of 2014. 
However, it seems that the government not 
yet ready to take a breakthrough initiative 
which has been highly expected by the 
industries. Instead, the government, in 
this case the MoEF, is likely to revise the 
Regulation 10 of 2020 alternatively. Thus 
the likelihood of the revision of the GR 
No. 101 of 2014 is apparently still a long 
way to go. 

The government responded to the 
industry’s concern by hosting a high 
level limited ministerial meeting on July 
the 22nd. The meeting was chaired by 
the Coordinating Minister for Economic 
Affairs and attended by the Coordinating 
Minister for Maritime Affairs and 
Investment, Minister of Industry, Ministry 
of Energy and Mineral Resources and 

Minister of Environment and Forestry.  
One of the key recommendations of the 
meeting was to instruct the MoEF to revise 
the Regulation No. 10 of 2020. Some 
ministers in the meeting reported on the 
best practices of the utilization of FABA 
in other countries and suggested the need 
of a special treatment of the wastes. 

The MoEF reacted immediately after 
the 22 July meeting and invited associations 
for a virtual meeting on the 24th of July. 
The meeting chaired by the Director 
General of Waste and B3 Management 
Vivien Rosa and attended by ICMA and 
invited associations. In the meeting, the 
Ministry sought inputs from the attendees 
and will consider the proposals in the 
drafting of the revision of the MoEF 
Regulation No. 10 of 2020. ICMA which 
support government initiative in managing  
B3 wastes suggested that the government 
should prove that the Regulation 10 
convince the industry that the new 
regulation provide more benefits or better 
than the previous regulation. 

As this article is written, there is 
no update on the drafting process. This 
situation raises concern among the 
industry associations that the upcoming 
revision of the Regulation 10 of 2020 
may not be significant (no major changes) 
as previously expected. Therefore, it 
is interesting to see what will be the 
reaction from the MoEF which has long 
been resisting the idea of delisting FABA 
as B3 wastes eventhough many best 
practices on the treatment of FABA in 
other countries have been acknowledged 
by some government institutions. Strong 
commitment from the government is 
needed to help industries in dealing with 
Covid-19 pandemic. And this commitment 
can be exemplified by delisting FABA 
from the list of B3 wastes in order to boost 
industry’s activities. 
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I
ndonesia is one of the world’s 
largest producers and exporters 
of coal – much of it coming from 
South Kalimantan. Among the many 

contractors in this area is PT Hillcon Jaya 
Sakti, which was established in 1995. 

In November 2019, the company 
began work at a site on the small island of 
Sebuku and immediately contacted Volvo 
Construction Equipment (Volvo CE) for 
help. By January 2020, eight new Volvo 
R60D rigid trucks were commissioned 
to work alongside Hillcon’s existing 

10 Volvo A40F articulated haulers in 
transporting overburden.

“Our primary reason for choosing 
the Volvo R60D was its best-in class fuel 
efficiency and rim pull,” says Hersan, owner 
and CEO of PT Hillcon Jaya Sakti, who like 
many Indonesians only goes by one name. 
“Combined, these result in quicker cycle 
times and lower production cost.”

Outstanding fuel efficiency
Since fuel is often customers’ number 

one operating cost, the Volvo R60D is 

designed to deliver the ultimate in fuel 
efficiency. The electronic integration 
between the engine and transmission 
achieves premium drivetrain performance 
with smooth gearshift quality and 
consistent machine momentum. At the 
same time, the load-sensing hydraulics 
supply maintain optimum flow to the 
hydraulics to eliminate any unnecessary 
losses from the powertrain.

“The machine feels powerful and 
is so easy to drive and maneuver,” says 
operator Zaki.

Volvo R60D rigid haulers pack a punch 
at Indonesian coal mine 
A fleet of Volvo R60D rigid haulers are helping Indonesian coal 
mining contractor PT Hillcon Jaya Sakti to boost productivity and 
profitability at its site on the island of Sebuku, South Kalimantan. 

COMPANIES
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Future-proofed fleet
The high rim pull allows the 

Volvo R60D to tackle gradients 
with ease and maintain high speeds 
for faster cycle times and greater 
productivity.

“We may not have particularly 
high gradients on the site at the 
moment but this is likely to change. 
By selecting machines that can easily 
cope with steep slopes, we future-
proof our fleet,” Hersan explains.

Safe and secure
In addition to the power and 

manoeuvrability of the Volvo R60D, 
operators at Hillcon appreciate 
the attention to safety. The FOPS-
certified cab, protected by the ROPS 
body canopy, gives the operator a 
commanding view of the jobsite. 

The standard Volvo Smart View 
feature, meanwhile, affords operators 
360° visibility thanks to the three 
exterior-mounted camera views 
which combine to create a bird’s eye 
view of the machine, displayed on 
the on-board monitor.

This superior visibility helps 
operators stay in control of the 
machine and avoid safety risks for 
greater productivity.

Performance and profitability
A robust and reliable design 

combined with the support of Volvo 
CE’s local dealer PT Indotruck Utama 
(ITU) ensures Hillcon’s fleet of haulers 
is always ready to work – and earn. 
Since the machines work 22 hours per 
day in two shifts, seven days a week, 
producing an average of 454 tons of 
coal per hour, Hillcon cannot afford 
any unexpected downtime.

“So far there have been no 
significant issues with the machines 
and our production target of 60,000 

tons of coal per month has been achieved,” 
says Siswandi, general manager for fleet 
operations at Hillcon. “The ITU team 
monitors unit performance and gives quick 
support. We’re very happy with it!”

Given the remoteness of the location, 
PT Indotruck Utama has even set up a 
workshop with parts consignments and a 
standby mechanic on site. This means that 
should an issue arise, Hillcon does not 
need to wait for a technician to drive 10 
hours to the capital of South Kalimantan, 
Banjarmasin, and then cross the strait.

“I really appreciate the support ITU 
and Volvo Indonesia has given our project 
right from the beginning – especially the 
continuing dealer aftermarket support, 
which is what we need now,” Hersan adds. 
“There is no point having efficient machines 

if they are not available to work. But the 
low fuel consumption, fast cycle times 
and productivity of the Volvo R60D rigid 
haulers, combined with the speedy support 
from ITU, means we are able to achieve our 
lowest cost per unit production.” 

For further information, please visit: 
https://www.volvoce.com

Erwin Budi
Volvo Construction Equipment
Tel: int +62 8118942835
Email: erwin.budi@volvo.com

Ben Shaw
SE10
Tel: int +65 6408 3861
Email: ben.shaw@se10.com

https://www.volvoce.com/australia/en-au/cjd/
mailto:erwin.budi@volvo.com
mailto:ben.shaw@se10.com


COAL ASIA  AUGUST 29 - SEPTEMBER 29, 202022

COMPANIES

During the current challenging 
time, PT Chakra Jawara, 
the authorized distributor of 
IVECO heavy duty trucks 

in Indonesia, keeps providing the best 
supports for the customers. Chakra 
Jawara and IVECO together ensure 

all operating IVECO trucks run more 
productively and efficiently.

The current condition is indeed quite 
challenging because of the COVID-19 
outbreak causing disruption to all 
business lines,which of course has an 
impact on declining demand for vehicles, 

both for passenger and commercial 
vehicles. However, in a situation like 
this, Chakra Jawara has full confident 
that the experience and reputation gained 
over the years will be the key asset.

“We will continue to focus on serving 
every customer, especially in the mining 
sector, where our priority is providing 
the best after-sales service for all IVECO 
products,” Teophilus Bambang Wira, 
Director of PT Chakra Jawara, said to 
CoalAsia recently.

Chakra Jawara ensures the 
availability of spare parts and the 
availability of mechanics who are always 
ready to serve customers. In addition, 
the company is strongly committed 
to develop branches and site support 
throughout Indonesia. 

“We are opening a 3S branch in 
Surabaya in August 2020, to expand 
our service network in the East Java and 
surrounding areas,” Bambang said.

IVECO, as a principle, also 
provides its best to support dealer and 
customers in Indonesia during the current 
challenging period.

“We have one main priority now, 
to support our dealer and customers. 
Together with Chakra Jawara, we are 
doing our best to remain very close 
to our customers, to support them,” 
Michelangelo Amelia, IVECO Business 
Director South East Asia & Japan, said.

Michelangelo added that as a brand, 
in difficult times, IVECO has to be there 
for customers and partners. “That is what 
makes a great brand, and we aspire to be 
a great brand.”

In ensuring the supply of IVECO 
products in new life which is often so-

Chakra Jawara gives its best amid 
challenging time

Teophilus Bambang Wira, Director of PT Chakra Jawara
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called New Normal, Chakra Jawara has 
done a number of things as follows:
• Business management must be 

agile, responsive and innovative 
in responding to the changes that 
occur.

• From the product side, we remain 
focused on marketing IVECO 
products currently existed in 
our portfolio. There are some 
important innovations on Trakker 
and Astra products to suit current 
customer needs. Due to economic 
impact of pandemic, all our 
customers do tightening/reducing 
running costs to overcome the 
difficult moment. 

 Our support to customers on 
focusing to fuel efficiency, 
adequate haulage, suspension 
repairs, so as to provide added 
value in the form of effective cost 
of ownership and operating costs.

• From the supply chain side, 
breakthroughs are needed to improve 
supply chains on truck units.

• We also maximize utilization of the 
Information Technology tools that 
we have at the moment, such as SAP 
ERP, dashboard systems to support 
better business operations, and more 
speed in analyzing to make business 
decisions.
Bambang said that Chakra Jawara 

is fortunate to get strong support and 
excellent cooperation so far, both 
from the IVECO principle and PT 
Mahadana Dasha Utama as subholding 
company, and PT Tiara Marga Trakindo 
as the super holding which has been 
performing well for the past 20 years. 
And still have a commitment to enlarge 
business in Indonesia

From the very beginning, Chakra 
Jawara stands on the strategy to increase 
the market share in Indonesia and provide 
the best service to customers, expand 

existing support throughout Indonesia, 
strengthen after-sales service, and finally 
maximize existing synergy.

Chakra Jawara continues prioritizing 
after-sales services, maintain financial 
condition in order to stay healthy. On 
the other hand, the company considers 
this situation as an opportunity to make 
internal improvements progressively, 
which may drive the company to run 
more effectively and efficiently. Thus, 
providing added value to all stake 
holders.

IVECO also keeps the attitude and 
vision in terms of product development 
and customer centric approach. IVECO 
products match drivers’ and fleet 
owners’ needs, in term of efficiency, 
productivity, reliability and comfort. 
Together with Chakra Jawara, IVECO 
committed to keep expand the network 
presence in Indonesia and focusing 
on the excellence of after sales 
capabilities.

Michelangelo stated that IVECO 
needs to approach its offering from 
customers’ perspective, and for them 
maximizing uptime and reducing 
operating costs are the key elements. 
“We need to be there for our customers 
as a partner, and this cannot be done 
without professional and high-quality 
services and wide networks,” he said.

Remain optimistic
Eventhough the current condition 

of mining sector is still depressed due 
to the weakening commodity prices, 
Chakra Jawara remains optimistic 
about the mining sector. Supported by 
national power generation program, 
coal will be in need for the next 
decades, eventhough coal commodity 
prices are very volatile. 

Nickel mining gains increasing 
popularity and Indonesia has some nickel-
rich regions. Nickel can be processed to be 
material of electric vehicle battery. On the 
other hand, gold mining is still in demand 
and several gold mining companies are 
operating in Indonesia.

“So, mining sector remains our 
main focus. Although we also continue 
to serve our customers in several other 
sectors such as oil & gas, logistics, 
construction, agriculture and plantation,” 
Bambang said.

Michelangelo hopes the impact of 
COVID-19 may be short term and he 
expects the market will be roughly 40-45 
percent lower than last year. “However, 
I believe that when all the governmental 
packages come to the table, the market 
will recover. The crisis will not stop 
us. As to highlight what we say for our 
brand, “We Are Unstoppable”, and 
COVID-19 will not stop us,” he said.
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IVECO has Heavy-Duty Truck 
products which have successfully passed 
trials in the most difficult conditions to 
provide the ideal combination of comfort 
and ergonomics, safety, high quality and 
good performance. With an unrivalled 
reputation for durability and reliability, 
to fulfil the requirements of the main 
mission of truck vehicles, both on-road 
and off-road.

Chakra Jawara has an effective 
organization that can support each 
of its customers, composed by 
experienced technicians and spare 
parts experts; an engineering team and 
training centre that provides training 
both to our staff and to the customer 
technicians. 

“Moreover, we also train the truck 
operators in order to give the maximum 
possible satisfaction and safety to our 
customers,” Bambang said. 

Michelangelo also expressed that 
IVECO is very proud of truck drivers, as 

well as mechanics who are keeping the 
workshops open to provide vital services 
for customers. 

“In fact, all of our people are 
working to ensure our customers have 
the support they need. We are really 
thankful for each and every person who 
is out there, working on the frontline 
and doing their job during these very 
challenging times,” Michelangelo said.

Mining business is currently the main 
market for not only IVECO but also 
other European/American brands. And 
currently the situation is tough, global 
demand for coal is weak, which resulted 
on the significant decrease of the price, 
which to take back us to the price level of 
year 2016.

Other commodities such as 
nickel, copper and gold are also 
not in favourable situation. Mining 
contractors cut their capital expenditure 
budget this year amid the still not 
improving commodity prices. However, 

there are still customers that having 
good and strong fundamental that keep 
investing and buying new equipment 
this year. 

Keeping the positive forecast that 
the market will recover and customers 
will need vehicles that can give the best 
productivity, reliability and after sales 
support. “Therefore, we are continuously 
improving, and once the market 
bounce back, we will be ready and in 
strong position to meet this demand,” 
Michelangelo said.

IVECO will take a full advantage 
of this opportunity, and soon IVECO 
plans to launch the new off-road 
vehicle of IVECO WAY range as 
successor of Trakker model.

“This new model will have our 
state-of-the-art infrastructure and more 
services that add value for our customers. 
Hopefully this will be the accelerator 
when we come out of the COVID-19 
situation,” Michelangelo said. 

Michelangelo Amelia, IVECO Business Director South East Asia & Japan
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Toba Bara reports lower 
revenue, higher profit

IDX-listed coal mining firm PT Toba 
Bara Sejahtra Tbk (TOBA) saw revenue 
in the first-half (H1) of this year slightly 
declined by 5 percent to US$219.24 
million from $230.70 million in the same 
period of last year. 

According to the company’s first 
semester 2020 financial report, the H1 
revenue was primarily contributed by coal 
sales of $124.05 million.

Cost of revenue in H1 2020 declined 
to $180.23 million from $184.62 million 
in the H1 2019.  Gross profit in H1 2020 
decreased to $39.01 million from $46.07 
million in the same period of last year.

Profit attributed to shareholders of 
parent entity in the first semester of this 
year, however, jumped by 60.41 percent to 
$20.63 million compared to $12.86 million 
in the same semester of last year.  One of 
the factors for the higher net profit was an 
increase in other income to $19.16 million 
compared to $5.98 million.  

Toba Bara produces coal from three 
adjacent concessions namely PT Adimitra 
Baratama Nusantara, PT Trisensa Mineral 
Utama and PT Indomining. The total 
concessions area is 7.084 hectares with 
63.9 million tons of coal reserves based 
on JORC Report 2018. The company 
produces coal with quality ranging from 
4,800 to 5,900 kcal/kg (GAR).

Following is the list of coal customers 
each contributing more than 10 percent to 
H1 2020 revenue (in US dollar).

SESM bags coal offtake 
contract

Coal trader and renewable energy 

developer PT Sumber Energi Sukses 
Makmur (SESM) has recently signed 
deal to offtake 2 million tons of coal from 
South Sumatra coalminer PT Era Energi 
Mandiri (EEM).

CEO Zulfian Mirza told Petromindo.
Com that the offtake agreement was valid 
for one year but can be extended. He said 
coal from  EEG will mostly be sold to 
state electricity firm PT PLN (Persero).

He added that with the addition  of the 
new contract, SESM will have capacity 
to trade 3 million tons of coal annually. 
Beside EEG, SESM sources its coal from 
East and South Kalimantan mines.

OB removal at Satui coal 
mine jumps 136.62%

IDX-listed coal mining contractor PT 
Darma Henwa Tbk saw a sharp 136.62 

percent increase in overburden (OB) 
removal volume in the first semester of 
this year at the Satui coal mine in South 
Kalimantan Province.

“In the first semester of 2020, we 
produced 5.11 million bcm of overburden, 
or a jump of 136.62 percent from the same 
period of 2019,” said Corporate Secretary 
of Darma Henwa Mukson Arif Rosyidi to 
Petromindo.com recently.

He said that the increase in the OB 
volume comes following the opening up of 
new pits to adjust to the new mine design.

The Satui coal mine is owned by coal 
firm PT Arutmin Indonesia.  Aside from 
the Satui project, Darma Henwa is also 
engaged in the Asam-Asam coal mine, 
which is also owned by Arutmin, and in 
Bengalon coal mine owned by PT Kaltim 
Prima Coal. 

June 30, 2020 June 30, 2020

 Amount Percentage Amount Percentage  

PT PLN (Persero) 92,751,187 42% 61,578,240 27% PT PLN (Persero)

TNB Fuel Services 29,646,706 14% 32,960,531 14% TNB Fuel Services

COALNEWS
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GEMS reports higher H1 
revenue

IDX-listed coal firm PT Golden 
Energy Mines Tbk (GEMS) said that sales 
revenue in the first-half (H1) of this year 
increased by 16.36 percent to US$572.07 
million compared to $491.64 million in the 
corresponding period of last year.

GEMS said in a statement that the H1 
revenue was contributed by coal export of 
$338.53 million, and coal sales at home 
worth $233.54 million.

Cost of sales increased to $362.53 
million in the first semester of this year 
compared to $321.01 million in the same 
period of last year.

Gross profit increased to $209.54 
million compared to $170.62 million.  Net 
profit attributed to shareholders of parent 
entity increased to $53.53 million in H1 of 
this year compared to $35.61 million in H1 
of last year.

GEMS President 
Director Bonifasius told Petromindo.com 
late in July that coal production in the first 
six-month of this year was 16.5 million 
tons, which was in line with target, while 
sales volume reached 17.5 million tons.

GEMS operates coal mines in Jambi 
through subsidiary PT Kuansing Inti 
Makmur; in South Sumatra through 
subsidiaries PT Barasentosa Lestari and 
PT Era Mitra Selaras; in South Kalimantan 
through PT Borneo Indobara; and in 
Central Kalimantan through PT Trisula 
Kencana Sakti.

RI remains the world’s largest 
coal exporter: Report

Indonesia remains the largest thermal 
coal exporter in the world with 456.7 
million tons of coal exported in 2019, 
an eight percent increase compared to 
422.3 million tons in the previous year, a 
report said.

Assocarboni, a Rome-based non-profit 
organization engaged in solid fuels, said 

in a report published on August 13 that 
the coal production of Indonesia for 2019 
has even reached a record volume of 616 
million tons, with a 10 percent increase 
compared to 557 million tons in 2018.

For 2020, Indonesian government 
plans a containment of coal production to 
550 million tons, said the report.

Assocarboni, which is also a member 
of Coal Industry Advisory Board (CIAB) 
of the International Energy Agency (IEA), 
said that Australia exported about 384 
million tons of thermal and metallurgical 
coal in 2019, up one percent compared to 
379.8 million tons in 2018. Thermal coal 
exports stood at 228.6 million tons (227.6 
million tons in 2018).

In 2019, coal production in Russia 
maintained the high level of 2018, 
actually recording a 3 percent increase and 
reaching a volume of 445 million tons. 
In particular, exports amounted to 215 
million tons, with an even greater increase 
compared to the 191 million tons of 2017.

A decline in coal exports instead 
affected the US which, compared to 
the record quota of 100.8 million tons 
reached in 2018, recorded a volume of 
79.5 million tons (-20%) for 2019. In 
particular, exports of thermal coal have 
reached 33.3 million tons (48 million 
tons in 2018), while exports of coking 
coal have reached 46.2 million tons (52 
million tons in 2018). 
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KAI, TBBE sign 14MT coal 
transportation deal

South Sumatra coal miner PT Truba 
Bara Banyu Enim (TBBE) has signed 
a 5-year coal transportation contract 
with state railway firm PT  Kereta Api 
Indonesia  (Persero) (KAI).

Under the deal, KAI will transport 14 
million tons (MT) of TBBE’s coal from 
Muara Enim to Palembang. Coal logistics 
firm PT RMK Energy will handle  the 
coal loading at Gunung Megang Station 
and unloading at Simpang Station  in 
Palembang, and then transport it to the 
barging point at Keramasan, Musi River, 
RMK CEO Tony Saputra said.

KAI will start to transport the coal 
in November, when construction of the 
loading station at Gunung Megang is 
completed, Tony said.

Under the take-or-pay deal, KAI will 
transport a minimum of 1 MT in the first 
year, ramping up to2 MT and 3 MT in the 

second and third year, and 4MT each year 
in fourth and fifth year.

Tony said the  loading facility  
at Gunung Megang will also enable coal 
miners operating nearby such as PT 
Wiraduta Sejahtera Langgeng,  
PT Manambang Muara Enim, PT Duta 
Bara Utama dan PT Pasifik Global 
Utama to utilize the railway line to 
transport their coal.

Dwi Guna’s H1 coal sales 
volume exceeds target

IDX-listed coal mining firm PT Dwi 
Guna Laksana Tbk sold 1.2 million tons 
of coal in the first-half (H1) of this year, 
mostly to state-owned electricity firm 
PT PLN.

Dwi Guna President Director Herman 
Fasikhin was quoted by news portal 
kontan.co.id as saying that the realized 
sales volume was 24 percent higher than 
the H1 target.

In the second-half of this year, the 
company is targeted to book sales volume 
of 1.4 million tons, he added.

The first six months of this year, 
Dwi Guna saw revenue declined by 20.5 
percent to Rp 749.8 billion compared to 
Rp 943.11 billion in the corresponding 
period of last year.

Sales to PLN accounted for 91.29 
percent, or Rp 684.97 billion, of the total 
H1 revenue.  Sales to PLN coal subsidiary 
PT PLN Batubara contributed Rp 48.3 
billion, or 6 percent of the total first 
semester revenue.

Herman said that the company aims to 
supply up to 4 million tons of coal per year 
to PLN over the next two years, while also 
seeking for new domestic customers, and 
enter export market.

Dwi Guna operates a 412.8 hectares 
of coal concession located in Batu Ampar 
District, Tanah Laut Regency, South 
Kalimantan Province. 
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P
EFINDO has lowered the 
ratings of PT Ricobana Abadi 
(RICO) and its Medium-Term 
Notes (MTN) I Year 2017 

to “idBB+” from “idBBB-”. The rating 
downgrade reflects our expectation that 
the Company’s business and financial 
performance will be weaken in the near 
term as its customers, Berau Coal and 
Gunung Bara Utama, decided to lower 
its production volume in 2020 as a result 
of prolonged low coal price. We expect 
the Company to book significantly lower 
production volume and revenue in 2020 
amid high debt balance. The outlook for 
the corporate rating is “stable”.

An obligor rated idBB has a somewhat 
weak capacity to meet its long-term 
financial commitments relative to that of 
other Indonesian obligors. The obligor 
faces ongoing uncertainties or exposure to 
adverse business, financial or economic 
conditions which could result in an 
inadequate capacity on the part of the 

obligor to meet its financial commitments. 
The Plus (+) sign indicates that the rating 
is relatively strong within the respective 
rating category.

The corporate rating reflects the 
Company’s limited customer diversification, 
small market position in the coal mining 
contractor industry, and exposure to the 
fluctuation of coal price. However, those 
concerns are partially offset by RICO’s 
experienced management team and 
adequately conservative business decisions.

The rating could be raised if RICO 
strengthens its market position in the coal 
mining contractor industry as reflected 
by gaining new contracts as well as 
diversifying customer profile which 
could significantly increase its revenue 
and reduce its dependency on certain 
customers. This should also be supported 
by improving profitability margins and 
financial profile with debt to EBITDA 
ratio below 3.0x on a sustained basis. 
However, the rating could be lowered if 

the Company’s revenue and EBITDA 
generation in 2020 are significantly below 
our projection. We could also lower 
the rating if it aggressively finances its 
expansion with substantially larger debt 
than projected, without being compensated 
by stronger revenue and/or EBITDA 
generation.

Established in February 1981, 
RICO was previously engaged in heavy 
equipment rental and spare parts supply. 
Since 2007, RICO has been operating fully 
as a coal mining contractor, with activities 
including overburden (OB) removal, coal 
hauling, and heavy equipment rental. It 
has been awarded mining contracts from 
companies, such as PT Berau Coal, PT 
Tambang Batu Bara Bukit Asam, and 
PT Mahakam Sumber Jaya. RICO is an 
indirect subsidiary of PT SMR Utama 
Tbk (SMRU) through PT Ricobana. As of 
March 31, 2020, its shareholders were PT 
Ricobana (99.99%) and Mr. Wijaya Mulia 
(0.01%). (ends)  

PEFINDO lowers PT Ricobana Abadi’s rating to “idBB+”
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Pelita Samudera secures loan 
to expand fleet

IDX-listed integrated shipping and 
logistics solution company PT Pelita 
Samudera Shipping Tbk announced that 
it has secured a US$20 million loan from 
Citibank Indonesia.

The term loan with tenor of 30 months 
will be used to strengthen the company’s 
business activity including the purchase 
of bulk carrier fleet, the company said in a 
filing with the IDX.

PSS provides integrated logistics 
and shipping mainly for coal mining 
companies. Bulks of coal are being 
transported from mining sites to open sea, 
which then loaded onto mother vessels for 
worldwide distribution.

The company has two branch offices at 

Banjarmasin and Samarinda, in South and 
East Kalimantan.

Miners sell coal at price below 
production cost

Some Indonesian coal miners have 
started to sell coal lower than production 
cost amid declining price trend due to 
falling global demand for the commodity 
triggered by the Covid-19 pandemic.

Bob Kamandanu, Chairman of PT 
Trafigura Indonesia said in a webinar that 
as per August 18, Indonesian coal with 
quality of 4,200 kkal/kg (GAR) was traded 
at only between US$23 and $24 per ton in 
the market, far lower than production cost 
of $27-$28 per ton.

“The current coal price is already 
hitting the cost…people are selling below 

the cost,” he said recently.
Bob said that even the most efficient 

coal mining companies in Indonesia could 
only secure production cost of $26 per ton 
for the GAR 4,200 coal. Indonesia is the 
only country producing coal with calorific 
value of GAR 4.200 kcal/kg.

Bob urged the government to discuss 
the coal price drop with the miners to help 
the country’s coal mining industry survive 
the difficult situation.

Govt may approve upward 
revision of coal output

The government may approve 
proposals made by coal miners to revise 
upward their initial 2020 coal production 
plans as long as the miners have already 
secured sales contracts for the extra output.

“If the company can show data of the 
coal (sales) contract with buyer, we’ll 
consider to approve the upward revision 
of the coal production,” Irwandy Arif, 
Special Staff of Minister of Energy and 
Mineral Resources told a webinar.

Irwandy argued that such increase 
in coal production would not undermine 
coal price as the miners have already 
secured buyers. 

The government is currently reviewing 
the 2020 work plan and budget (or RKAB) 
of coal miners, some of which have 
proposed upward revision in this year’s 
initial coal production target. 

Irwandy earlier said that there are 
30 coal mining companies that have 
submitted proposal to the Ministry of 
Energy and Mineral Resources (MEMR) 
to revise upward their coal production 
target this year.

The government has initially set the 
country’s coal production target this year 
at 550 million tons.  Some have suggested 
for the government to lower the coal 
production to help prevent coal price from 
declining further amid oversupply and 
weak demand situation. 

[COALNEWS]
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T
he following is an excerpt 
taken from BHP Group 
Limited on BHP’s economic 
and commodity outlook (FY20 

full year) released on Monday
The gCNewc 6000 kcal/kg FOB 

Newcastle index (hereafter 6000kcal) 
averaged around $61/t over the half, down 
from around $68/t in the first half of 
financial 2020. Prices ranged from a high 
of around $74/t to a low of around $50/t. 
That is below the 2015/16 trough in real 
terms. Based on the Wood Mackenzie 
operating cost curve, more than half of 
seaborne supply (comprising all grades 
of energy coal) was likely experiencing 
negative margins with 6000kcal prices in 
the low $50s. 

The 5500kcal index averaged around 
$49/t over the same period, with a high of 
around $58/t and a low of around $38/t, 
which was where it closed out the half year.

The spread between the spot indexes 
for gCNewc 6000kcal and 5500kcal 

reverted to historical average of close to 
20 per cent in the second half of financial 
year 2020, down from around 30 per cent 
in the 2019 calendar year.

While not directly relevant to our 
business, there was a compression of 
spreads between the lower grades of 
energy coal (the 5000, 4200 and 3400 
gross–as–received29 kcal brackets) as 
prices traded deep into the cost curve. 
Supply has been “sticky” in most 
export jurisdictions, with the exception 
of Indonesia, where output has been 
materially lower. Indonesian supply is 
prominent in these lower quality brackets. 
Developed Asian markets, who are the 
largest buyers of >5500kcal product, 
have been weak under the shadow of 
COVID–19. Japanese imports contracted 
by –3 per cent YoY in the first half of the 
2020 calendar year, while power demand 
was down -4 per cent YoY, South Korean 
imports contracted by –11% per cent. 

Chinese demand for seaborne energy 

coal rebounded as lockdowns were lifted, 
with consumption of coal at coastal power 
plants back in the normal seasonal range 
by April 2020. Hydro generation has been 
inconsistent, along with the weather, with 
dry conditions early in the year then giving 
way to floods. The market consensus has 
been that the 271–281 Mt import inflow 
registered in calendar years 2017 and 2018 
would serve as an informal objective for 
total coal imports (including metallurgical 
and lignite) in calendar 2020, rather than 
assuming that the jump to around 300Mt 
in 2019 was the new norm. Enforcement 
of quotas by month and by port, including 
clamping down on the practice of trading 
firms clearing customs at one port 
but discharging at another, have been 
somewhat effective. Even so, with so 
much product being forced to clear to 
China under the Great Lockdown, some 
provinces and individual ports had already 
exhausted full year quotas by May.

India saw a sharp decline in energy 
coal imports in January – June 2020 (–27 
per cent YoY). Power demand declined by 
–7 per cent YoY in the same period, while 
domestic coal output was quite resilient, at 
–3 per cent YoY.

Demand from the Atlantic and 
Mediterranean regions was weak in 
advance of COVID–19 and lockdowns 
have deepened the malaise. In calendar 
2019, the weakness reflected commercially 
driven coal–to–gas switching in parts of 
Europe, where relatively cheap pipeline 
gas and LNG imports, plus a steep rise in 
the price of European Carbon Allowances 
(ECAs)30, have driven generator 
behaviour. In calendar 2020 to date, all of 
these factors have remained in place and in 
some instances they have been amplified 
by COVID–19: and demand for power 
itself has now fallen sharply. Renewables 
have been able to take a larger share of 
that shrinking pie. 

BHP: Energy coal outlook
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S
GX-listed coal firm Geo 
Energy Resources Ltd saw a 
higher revenue in the second 
quarter of this year compared 

to same period of last year thanks to higher 
coal sales volume amid lower average 
selling price.  Cost reduction allowed the 
company to turned in a significant increase 
in net profit in 2Q2020, year-on-year.

Geo said in a statement it sold 1.0 
million tons of 4,200 GAR coal from the 
SDJ coal mine in South Kalimantan and 
another 1.5 million tons from the TBR 
coal mine also in South Kalimantan, 
totaling 2.5 million tons of coal during 
the quarter. This was comparable to 
1Q2020 and an increase from 1.4 million 
tons in 2Q2019.

The company said revenue increased 
by 40 percent from $51.9 million in 
2Q2019 to $72.8 million in 2Q2020 
mainly due to higher sales volume, offset 
by the lower average selling price (ASP) 
following from the downward trend in the 

ICI prices in the period.
Cash profit for coal mining for 

2Q2020 averaged at $6.25 per ton 
(1Q2020: $6.36 per ton; 2Q2019: $10.76 
per ton). The cash profit margin of 23 
percent was higher than the 19 percent 
in 1Q2020, but lower than the 29 percent 
in 2Q2019, mainly due to the lower ASP 
offset by the lower production cash cost.

Average production cash costs of 
$20.92 per ton in 2Q2020 was a decrease 
from $26.86 per ton in 1Q2020 and 
$25.78 per ton in 2Q2019, as a result 
of the reduction in mining and services 
rates linked to coal prices in the current 
depressed market condition.

EBITDA was $13.5 million (2Q2019: 
$14.2 million) and $27.6 million (1H2019: 
US$15.9 million) in 2Q2020 and 1H2020 
respectively.

Geo said net profit was $35.2 million 
(1Q2020: $31.4 million; 2Q2019: $0.8 
million), mainly driven by increased sales 
volume, reduction in production cash 

cost, and by the group’s repurchases of its 
Senior Notes.

 “The COVID-19 pandemic continues 
to expand globally and will likely leave 
profound effects on the world economy. 
The dire effects of extended lockdowns 
on employment and consumer confidence 
also means that recovery will take longer 
than expected into 2021-2023. The 
coal mining industry is going through 
a difficult cycle, and it is going to be 
a challenge for all miners, but we are 
moving ahead,” said Tung Kum Hon, 
Chief Executive Officer and Executive 
Director of Geo Energy

Tung said  the group has delivered 
a strong operational performance in 
1H2020 .  “We achieved record sales and 
production volumes and improved our 
costs base, and recorded our highest net 
profit for 6 months of US$66.5 million 
(or S$93.2 million) since the company’s 
listing in 2012, in the midst of challenging 
conditions,” he said. 

[COALNEWS]
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Geo Energy plans coal mine 
acquisition

SGX-listed coal firm Geo Energy 
Resources Limited said it is currently 
in preliminary discussions to explore 
potential acquisition of coal assets as part 
of expansion strategy to build a sustainable 
business in the future.

The company said in a statement, 
however, that in view of the current 
challenging market conditions, the 
group will be cautious in any potential 
acquisition. 

“The group is of the view that it has 
sufficient financial resources and access to 
financing to pursue potential acquisition(s) 

of coal assets to build a sustainable 
business for the future. However, there 
is no certainty or assurance that such 
acquisition(s) will materialise,” Geo said 
in the statement.

The group’s investment strategy 
is mainly focused on acquisition of 
new mining concessions to increase 
production quantity and  at  the  same  
time  diversify  its  sources  of  coal.  The  
group  owns  four mining  concessions  
through  its  wholly  owned Indonesian 
subsidiaries PT Sungai Danau Jaya (SDJ), 
PT Tanah Bumbu Resources (TBR), PT 
Bumi Enggang Khatulistiwa (BEK) and 
PT Surya Tambang Tolindo (STT) in 

Kalimantan.   SDJ and TBR have recently 
obtained renewal of their mining licenses.

RI’s coal output may increase 
to 602 million tons

Indonesia’s coal production next 
year may increase to 602 million tons, 
compared to this year’s target of 550 
million tons, in line with the expected 
recovery in the global economy.

The coal output outlook is set in the 
2021 State Budget Draft as seen on Friday.  
“Coal production next year is estimated at 
602 million tons, or near the realized 2019 
production of 616 million tons,” the 2021 
State Budget Draft document said.

The higher coal output project is 
made in line with the expected recovery 
in the global economy.  The International 
Monetary Fund projected global economic 
growth to reach 5.8 percent.

Rig Tenders expects  
gloomy year

IDX-listed offshore support firm PT 
Rig Tenders Tbk reported that covid-19 
pandemic has negatively affected the 
company’s operations and may cost the 
company’s revenue by up to 75 percent 
this year.

The company said that two sets of tugs 
and barges that transport nickel ore from 
mine to smelter in Morowali, Sulawesi, 
had been released by the charterer, and 
transhipment volume  at coal miner PT 
Arutmin Indonesia was reduced from 
350,000 tons to 250,000 tons per month.

The company also reported reduction 
of barging volume to 9,000 tons from 
27,000 tons per month at copper and 
gold miner PT Amman Minerals Nusa 
Tenggara.

According to its website, the 
company’s fleet consists of over 70 units 
of tug boats, flat top barges and self-
discharging barge with length varied from 
250 to 300 feet. C

A
 | K

ha
ls

a



COAL ASIA  AUGUST 29 - SEPTEMBER 29, 202034

[COALNEWS]

Bayan: Mining subsidiaries 
have resumed operations

IDX-listed coal mining firm PT Bayan 
Resources Tbk announced that three coal 
subsidiaries have resumed operations since 
mid-May 2020.

The company said in a statement 
that the three coal subsidiaries, which all 
operate coal mines at the Tabang site in 
East Kalimantan, are PT Bara Tabang, 
PT Fajar Sakti Prima, and PT Indonesia 
Pratama.

Bayan said that the three coal 
subsidiaries suspended operations from 25 
March until 14 May 2020.  As previously 
reported, the suspension of operations 
was made to help curb the spread of the 
Covid-19 outbreak.  

“But since the middle of May 2020, 
the three subsidiaries have resumed 
operations until the time this information 
is delivered,” Bayan said.  

BMH starts Samarinda coal 
mining production

Coal mining firm, PT Borneo Mas 
Hitam (BMH), a subsidiary of PT Medco 
Energi Mining Indonesia, has started 
production of high-sulphur coal at its mine 

in Samarinda, East Kalimantan Province.
Harry Kristiono, Director of MEMI 

told Petromindo.com that BMH and 
Maraja Masogi Mining Contractor signed 
on Wednesday a contract of overburden 
removal works.

 “With the new contract, we expect 
to have the first shipment of coal in 
October,” he said.

The company previously planned 
the first shipment to be made in July, but 
had been delayed due to the Covid-19 
pandemic.

The company expects coal production 
this year to only reach 100,000 tons, lower 
than previous target of 300,000 tons.   The 
coal has calorific value of 6,000-6,500 
kcal/kg GAR.

Borneo’s revenue down 
12.7%

IDX-listed coal firm PT  Borneo 
Olah Sarana Sukses Tbk (BOSS) saw net 
revenue in the first-half (H1) of this year 
declined by 12.70 percent to Rp 150.94 
billion compared to Rp 172.90 billion in 
the same six-month period of last year.

According to company first semester 
2020 financial report, cost of sales in H1 

2020 increased to Rp 119.99 billion from 
Rp 104.47 billion in the H1 2019.

Gross profit in the first semester of this 
year dropped to Rp 30.95 billion compared 
to Rp 68.42 billion in the corresponding 
semester of last year.

Borneo booked a net loss of Rp 17.53 
billion in H1 of this year compared to 
net profit of Rp 11.70 billion in the same 
period of last year.

Among of the factors undermining 
profitability in H1 2020 is the surge 
in cost of revenue at Rp 29.93 billion 
compared to only Rp 21.33 billion in 
H1 2019, and a significant drop in other 
income at only Rp 670 million compared 
to Rp 10.30 billion.

The company has four coal concession 
areas owned through subsidiaries, namely 
PT Bangun Olahsarana Sukses (BOS), 
PT Pratama Bersama(PB), PT Energi 
Amzal Bersama (EAB) and PT Pratama 
Buana Sentosa (PBS) with a combined 
coal concession area of 16,000 hectares, 
all located in West Kutai Regency, East 
Kalimantan Province

Following are details of net sales 
made entirely with third parties (in rupiah) 
during H1 2020 vs H1 2019. 

June 30, 2020 June 30, 2019

Glencore International AG 14,302,146,040 125,627,011,100 Glencore International AG

PT Trubaindo Coal Mining 3,985,428,018 19,090,047,423 PT Trubaindo Coal Mining

Rockbridge Energy Pte Ltd 52,238,763,290 - Rockbridge Energy Pte.Ltd

Itochu Corporation Toklv - 15,238,138,175 Itochu Corporation Toklv

PT Bharinto Ekatama - 12,950,086,474 PT Bharinto Ekatama

Avra Commodities Pte Ltd 4,636,004,788 - Avra Commodities Pte Ltd

PT Adimitra Baratama Niaga 14,767,781,451 - PT Adimitra Baratama Niaga

Commodities Int. Centre Pte Ltd 54,743,053,551 - Commodities Int. Centre Pte Ltd

Others 6,267,276,319 - Others

Total 150,940,453,457 172,905,283,172 Total
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Delta Dunia bags Bayan 
construction contract

IDX-listed mining contractor  PT Delta 
Dunia Makmur Tbk has secured a US$24 
million contract to build infrastructure  at 
a mine owned by  IDX-listed coal firm PT 
Bayan Resources Tbk in East Kalimantan.

Head of Investor Relations Regina 
Korompis told Petromindo.Com that the 
company will build bridges at Bayan’s 
Tabang mine haul road. Regina said that the 
work will be completed in two years. Work 
is expected to start by year-end, she said.

Bayan started construction of 101-km 
coal hauling in the Tabang coal project 
in December last year. The all-weather 
haul road will include 7 bridges and 
150 culverts. The haul road, which 
will be completed in 2022 will enable 
Bayan to haul coal with 200-220 ton 
capacity  double  trailer fleet.

When the project is completed, Bayan 

expects to double production capacity to 
50 MTPA from the Tabang mine.

ITMG reports lower H1 
revenue

IDX-listed coal mining firm PT Indo 
Tambangraya Megah Tbk (ITMG) saw 
revenue declined by about 27 percent in the 
first half (H1) of this year compared to same 
period of last year amid falling coal price.

ITMG said in its first semester 2020 
financial report that net revenue in the 
January-June period of this year fell to 
US$652.62 million from $892.70 in the 
corresponding period of last year.

Cost of revenue in the first six-month 
period of this year declined to $558.63 
million compared to $730.30 million in the 
same period of last year.  Gross profit in 
the first half of this year dropped to $93.98 
million from $162.40 million.

Net profit attributable to shareholders 

of parent entity dropped by 65.89 percent 
to $25.92 million in the first half of this 
year from $75.99 million in the same 
period of last year.   

Most of ITMG’s coal output in the 
first semester of this year were export 
to Southeast Asia markets, India, and 
Pakistan (with combined export value 
of $219.49 million), and also to Taiwan, 
China, Hongkong and Korea ($167.70 
million), and to Japan (125.91 million.  
Domestic sales during the period totaled 
$135.91 million. 

ITMG produces coal from a number 
of coal concessions in Kalimantan, namely 
PT Indomindo Mandiri, PT Trubaindo 
Coal Mining, PT Bharinto Ekatama and 
PT Jorong Barutama Greston.

ITMG plans to produce about 19 
million-20 million tons of coal this year, 
down from realized output of 23.4 million 
tons last year. 
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Adaro starts S. Sumatra coal 
mine production

IDX-listed coal giant PT Adaro 
Energy said its South Sumatra coal mining 
subsidiary PT Mustika Indah Permai 
(MIP) has started production since the first 
quarter of 2020.

According to Adaro’s statement 
made available to Petromindo.Com, MIP 
produced and sold 160,000 tons in the first 
quarter of 2020.  The company did not 
give further details.

Adaro holds a 75 percent equity 
interest in MIP, which holds a mining 
license (IUP) for a 2,000 hectare coal 
concession in the Lahat regency that 
contains medium energy and ultra-low 
pollutant subbituminous coal suited for 
power generation. MIP has total estimated 
coal resources of 308 million tons (MT) 
and coal reserves of 214 MT of a 4,269 
kcal/kg (gar) coal. MIP’s coal shares 
similar low-pollutant traits as Adaro’s 
flagship Envirocoal product with relatively 
low sulfur and ash content.

Adaro’s second coal mining asset in 
South Sumatra is held via subsidiary PT 
Bukit Enim Energi (BEE). Adaro holds 
a 61.04 percent equity interest in BEE, 

which owns an IUP that covers an area 
of approximately 11,130 hectares that 
contains the coal-bearing Muara Enim 
formation about 150 kilometers southwest 
of the provincial capital of Palembang and 
50 kilometers east of the MIP concession.

Minister installs new DG of 
coal, mineral

Minister of Energy and Mineral 
Resources Arifin Tasrif officially installed 
four new senior officials at the ministry 
including Ridwan Djamaluddin as the new 
Director General of Coal and Mineral.

The ministry said in a statement 
that Ridwan was previously deputy 
transportation and infrastructure 
coordination at the Office of the 
Coordinating Minister of Maritime Affairs 
and Investment.  

The DG post has been left vacant since 
May 2020 after Bambang Gatot Ariyono 
entered pension age.

The statement said that the three 
other newly installed officials are 
Eko Budi Lelono as the new Head of 
Geological Agency, who was previously 
head of the center for geological survey;  
Prahoro Yulijanto Nurtjahjo as the new 

Head of Agency for Human Resources 
Development in the Energy and Mineral 
Resources Sectors; and Lana Saria as the 
new Director of Coal and Mineral Technic 
and Environment at the Directorate 
General of Coal and Mineral.  Lana was 
previously head of sub-directorate for 
mining safety.

Reswara reports slightly 
higher H1 production

PT Reswara Minergi Hartama, coal 
mining unit of IDX-listed firm PT ABM 
Investama Tbk, said production in the first 
half (H1) of this year reached 6.4 million 
tons, slightly higher than last year’s same 
period production of 6.1 million tons.

Corporate Secretary Rindra Donovan 
said the company initially targeted total 
production of 12-13 million tons for this 
year, but may miss the target as coal 
price remains weak due to the Covid-19 
pandemic. He, however, did not give 
further details about the company’s 
planned production cut.

Reswara produces coal from three 
mines, namely PT Tunas Inti Abadi in 
South Kalimantan and PT Mifa Bersaudara 
and PT Bara Energi Lestari in Aceh.  
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ABM reports slight increase 
in H1 revenue

IDX-listed integrated coal mining 
firm PT ABM Investama Tbk (ABMM) 
reported a slight 1.26 percent increase 
in first-half (H1) 2020 net revenue of 
US$290.10 million compared to $286.48 
million in the same period of last year. 

According to company first semester 
2020 financial report, revenue from coal 
mining and mining contractor business 
segments accounted for 75.8 percent of the 
total revenue.

Cost of revenue in H1 2020 increased 
to $250.58 million from $235.59 million 
in same period of last year.  Gross profit in 
the January-June 2020 period declined to 
$39.52 million compared to $50.88 million 
in the corresponding six-month period of 
last year.

ABM booked a net loss of $3.42 
million in the first semester of this year, 
compared to a net profit of $5.23 million. 

The company’s financial performance 
during the first half of this year was under 
pressure among others because of other 
expenses which inflated to $3.15 million 
compared to only $1.07 million in the first 
half of 2019, and other income during 
the H1 2020 period was lower than $4.08 

million booked in H1 2019.
ABM produces coal via subsidiary PT 

Reswara Minergi Hartama, which operates 
three coal concessions, two in Aceh 
Province, and one in South Kalimantan.

Mulia Green Resources Pte Ltd, 
Singapore, is the only customer which 
contributed more than 10 percent to 
ABM’s total net revenue in H1 2020.  
Revenue from Mulia Green, which is 
derived from the coal mining and mining 
contractor business segments, increased to 
$67.24 million.

Cokal restructures acquisition 
payment

ASX-listed coal miner Cokal Limited 
(CKA) reported on Wednesday that it 
has entered into a Settlement Agreement  
relating to the US$10 million contingent 
liability in respect of the  company’s 
acquisition of 60% of PT Bumi Barito, the 
holder of the Bukit Barito Mineral (BBM) 
Project located in Central Kalimantan 
Province.

Previously this final payment was due 
on commencement of production. It has 
now been agreed that an amount of $10.5 
million will be paid via: 1. US$200,000 
within 30 days of signing the agreement; 

2. During the first and second year of coal 
sales to a third party, monthly at a rate of 
US$2 per tonne of coal sold; 3. From the 
third year of coal sales to a third party, 
monthly at a rate of US$3 per tonne of 
coal sold.

The Chairman, Domenic Martino, 
commented “this is the last of the 
significant legacy financial commitments 
that Cokal had on its balance sheet and 
in its contingent liabilities, which has 
now been removed from immediate 
payment. With this settlement agreement 
and the conversion by Alpine of the 
Platinum debt to a payment per tonne of 
coal sold, Cokal is now free to enter the 
production phase without any legacy debt 
impedement. All of the stake holders are 
now aligned to successful production 
from the BBM mine.”

This settlement does not affect Cokal’s 
right to recoup the substantial loans owing 
to Cokal by PT Bumi Barito minority 
shareholders for the funding provided 
by Cokal in the development of BBM. 
Effectively 100% of the net cashflow from 
BBM will now flow to Cokal until these 
loans are repaid, the company said.

CoKal is expected to start mining 
operations at BBM  this year. 

June 30, 2020 June 20, 2019

Amount Amount

Mulia Green Resources Pte.Ltd., Singapore 67,242,893 44,464,521 Mulia Green Resources Pte.Ltd., Singapore

PT Adimitra Baratama Nusantara - 8,809,485 PT Adimitra Baratama Nusantara

Percentage Percentage

Mulia Green Resources Pte.Ltd., Singapore 23.18% 15.52% Mulia Green Resources Pte.Ltd., Singapore

PT Adimitra Baratama Nusantara - 3.08% PT Adimitra Baratama Nusantara
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Harum reports lower H1 
revenue

IDX-listed coal mining company PT 
Harum Energy Tbk saw revenue in the 
first half (H1) of this year declined by 
26.63 percent to US$102.54 million from 
$139.77 million in the corresponding 
period of last year.

Harum said in its first semester 
2020 financial report that the largest 
contributor to the revenue was coal export 
of $93.09 million.

The company also reported that gross 
profit in the first semester of this year was 
$31.33 million, down from $37.57 million 
in the same period of last year.  EBITDA 
in H1 of this year was $21.87 million, 
down from $24.88 million. 

Thanks to other income of $13.30 
million, attributed among others to foreign 
exchange gains, net income in the first half 
of this year jumped 73 percent to $21.92 
million compared to $12.67 million in the 
same period of year when the company did 
not book other income.

Most of Harum’s coal output during 
the first half of this year were exported to 
China and South Korea (with export value 
of $62.21 million), Bangladesh ($11.91 
million), and Thailand and the Philippines 
($21.97 million).

Table: Coal customers with 
transactions exceeding 10 percent of total 
net revenues (in US$)  

RMK Energy to increase coal 
handling capacity

South Sumatra coal logistics firm PT 
RMK Energy said its coal transportation 
handling capacity will increase to around 

15 million tons per annum starting next 
year as it will complete infrastructure 
expansion in November this year.

CEO Tony Saputra told Petromindo.
com in an interview over that the company 
is currently constructing supporting 
facilities such as new loading station in 
Gunung Megang, unloading facilities 
at Simpang station and belt conveyor 
to transport coal to the river port in 
Keramasan, Palembang.

Currently, he said, the company’s 
handling capacity is around 12 million 
tons per year.

RMK is teaming up with state railway 
company PT KAI to transport coal for 
miners who are located in coal-rich Muara 
Enim and Lahat regencies, South Sumatra. 

KAI provides the railway facility, and 
RMK handles the coal unloading and 
further transportation to its Keramasan 
barge loading facility in Musi River.

This year the company provides 
services for six coal miners with total 
volume of about 6 million tons. The 
volume is expected to increase to 9 million 
tons next year as three more customers are 
expected to sign contract later this year.

Tony said KAI charges miners Rp 
670 plus 10 percent VAT per ton per 
kilometer to transport coal, or about 
5 US cents, with minimum volume of 
75,000 tons per month. RMK charges 
Rp.60,000, or around $4 per ton, for 
discharging and transporting the coal to 
the Keramasan jetty. 

June 30, 2020 December 31, 2019

Amount Amount

China Huaneng Group Fuel Co., Ltd 22,741,106 31,586,689 China Huaneng Group Fuel Co., Ltd

Avra Commodities Pte., Ltd 22,578,064 26,560,922 Avra Commodities Pte., Ltd

- - 21,236,500 Equentia Natural Resources Pte.,Ltd
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Sumber Global Energy lists 
shares on IDX

PT Sumber Global Energy Tbk 
(IDX:SGER), which engages in coal and 
mineral mining and trading, has made its 
debut on the Indonesian Stock Exchange 
(IDX) on Monday (10/08).

The company sold 500 million units 
of shares in the initial public offering 
(IPO) or 30.05 percent of the company’s 
enlarged capital, at the price of Rp108 per 
share, enabling the company to generate 
fresh funds of Rp54 billion.

The company claimed the IPO was 
oversubscribed 2.52 times.

President Director of the company 
Welly Thomas said all of the IPO proceeds 
will be used to strengthen the company’s 
working capital, in particular, to meet the 
coal procurement contract. The portion 
of the proceeds will be used by the 
company’s subsidiaries for the research 
and development of new and renewable 
energy as well as for rare earth oxide 
extraction.

As sweetener, the company also issued 
warrant series 1, totaling 400 million units 
or 34.36 percent of the paid-in capital of 
the company. Based on the IPO scheme, 
the holder of 5 IPO shares will have the 
right to receive 4 units of Series I warrant. 
Each warrant will have the right to get 
new shares at the price of Rp125 per share, 
therefore the total value of the warrant 
Series I issuance reaches Rp50 billion.

Sumber Global Energy was established 
on March 17, 2008, based in Graha BIP, 
South Jakarta.

PTBA’s coal transport volume 
down amid pandemic

IDX-listed coal mining firm PT 
Bukit Asam Tbk (PTBA) saw coal 
transport volume via railway in the main 
Tanjung Enim-Tarahan route declined 
by 20 percent in the second quarter of 
this year from the first quarter due to the 

Covid-19 pandemic.
Teguh Iman Santoso, a senior official 

at state-owned railway firm PT KAI, 
was quoted by news portal bisnis.com 
as saying that the transport volume via 
railway in the second quarter of this year 
was 3.9 million tons compared to 5.3 
million tons in the first quarter.

He, however, expected the transport 
volume to increase in the third quarter.  He 
pointed out that in the June-July period, 
daily coal transport volume from Tanjung 
Enim in South Sumatra to Tarahan Port in 
Lampung has been on the rise. 

PTBA plans to transport 27.5 
million tons of coal via railway in 2020, 
13 percent higher than the realized 
24.2 million tons in 2019. It sets coal 
production and sales targets at 30.3 million 
tons and 29.9 million tons respectively.

The company said in July that it was 
hoping to complete the Tanjung Enim-
Tarahan I coal railway expansion project 
by the end of 2020 despite the Covid-19 
pandemic.

The project will expand the capacity 
of the coal railway, which links the 
state-controlled company’s coal mines in 
Tanjung Enim, South Sumatra Province, 
and the Tarahan port in neighboring 
Lampung Province, to 25 million tons per 
year from 20.3 million tons per year. 

The Tanjung Enim – Tarahan I 
expansion project is one of PTBA’s 
initiatives to bolster its coal railway 
transportation capacity. The company 
earlier this year completed capacity 
expansion of the Tanjung Enim – 
Kertapati coal railway from 3.7 million 
tons per year to 5 million tons per year. 
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ICMA expects much lower 
domestic coal consumption

Domestic coal consumption volume 
this year is estimated to reach only 
100 million tons, much lower than the 
government’s coal domestic market 
obligation (DMO) volume target of 155 
million tons.

Executive Director of the Indonesia 
Coal Mining Association (ICMA) Hendra 
Sinadia said that the much lower coal 
consumption was primarily due to lower 
electricity consumption amid the Covid-19 
pandemic and the implementation of large-
scale social distancing (or PSBB) policy in 
a number of regions.

Hendra was quoted by Bisnis 
Indonesia as saying that the lower 
electricity consumption has prompted 
state-owned electricity firm PT PLN, the 
largest coal consumer in the country, to cut 
down its coal consumption.  Coal demand 
from independent power producers and 
other domestic industries are also expected 
to decline.

Hendra said that several coal miners 
have actually prioritized the domestic 

market amid lockdown policies applied in 
export destination countries.  

Chairman of the Indonesia Mining 
Experts Association (or Perhapi), Rizal 
Kasli also said that coal DMO volume 
this year is expected to be lower than the 
government’s initial target due to declining 
electricity consumption. 

He added that this is also due to delay 
in the completion of a number of coal-
fired power plants, initially scheduled for 
this year.

ITMG utilizes 11.4% of 2020 
capex plan

IDX-listed coal mining firm PT Indo 
Tambangraya Megah Tbk (ITMG) had 
utilized US$5.6 million, or 11.4 percent of 
its 2020 capital expenditure plan (capex) 
of $49.9 million, in the first quarter.

ITMG Director of Investor Relations 
Yulius Gozali was quoted by news portal 
kontan.co.id as saying that the capex was 
used to finance the purchase of equipment 
and machinery as well as to help finance 
the development of hauling roads and 
port at the company’s Bharinto and 

Trubaindo mines.
“However, due to the global 

economic uncertainty, Indo 
Tambangraya will prioritize on 
important expenditure to support the 
company’s operations,” he said. 

In the first quarter of this year, 
ITMG booked coal sales volume of 5.8 
million tons, down from 6 million in 
the same period of last year.  Yulius 
said that the lower sales volume was 
attributed to a number of factors 
including bad weather condition.

He said that the company so far 
has not revised its original 2020 coal 
production target.  As previously reported, 
ITMG plans coal production of 19 
million-20 million tons.

Yulius said that sales volume this year 
is targeted at 22 million tons.  Previously, 
the company said that sales volume was 
targeted at 22.4 million-23.5 million tons. 

ITMG produces coal from a number 
of coal concessions in Kalimantan, namely 
PT Indomindo Mandiri, PT Trubaindo 
Coal Mining, PT Bharinto Ekatama and 
PT Jorong Barutama Greston. 
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I
DX-listed coal trading company 
PT Akbar Indo Makmur Stimec 
Tbk (AIMS) said its controlling 
shareholder is planning to refloat 

shares in the company to the public in a 
bid to meet the Indonesia Stock Exchange 
requirement, and in the process raise 
funds to help finance its future business 
development.

AIMS said in a presentation material 
that its controlling shareholder, PT Aims 
Indo Investama (AII), which holds 83.64 
percent shares in AIMS, will sell about 
14 million shares to selective buyers, 
specifically owners and directors of East 
Kalimantan coal mining firm PT Bumi 
Petangis, mining services firm PT Ansaf 
Inti Resources, and coal port operator PT 
Nuansa Sakti Kencana at a price of Rp 
100 per share.  The share price of AIMS 
was Rp 180 when the stock exchange 

suspended trading of AIMS shares in 
2018.

AIMS said that the three companies 
have been helping and will continue to 
help the development of its business going 
forward. 

The transaction is expected to raise 
about Rp 1.4 billion in proceeds that 
would be used to help strengthen AIMS’s 
working capital in developing its business 
going forward.

AII acquired 169.51 million shares in 
AIMS (77.05% of AIMS paid up capital).  
Following a tender offer in 2018, AII 
acquired another 14.50 million shares, 
giving the company a total of 83.64 
percent shares in AIMS.  Under the stock 
exchange regulation, AII is required to 
refloat the 14.50 million shares to the 
public within two years after the tender 
offer to allow public investors have at least 

50 million shares, compared to current 
35.99 million shares. 

Trading in AIMS shares was 
suspended in October 2018 as the 
company as per its third quarter 2018 
financial report had yet to book operating 
revenue.   The suspending is valid for two 
years until October 2020, by which time 
the company will be delisted if it does not 
improve its financial performance.

AIMS said that it will continue to 
maintain its main coal trading business 
amid growing energy consumption in the 
country, but to help improve its future 
performance, the company aims to have 
coal mining asset integrated with port 
facility.   In the meantime, AIMS said it 
has won new contract from coal firm Bumi 
Petangis for the development of the latter’s 
Pit No 2 in cooperation with  Asaf Inti as 
the mining contractor. 

AII to refloat shares in AIMS
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Delta Dunia reports lower 
revenue

IDX-listed coal mining services 
company PT Delta Dunia Makmur Tbk 
(DOID) saw net revenue in the first 
semester of this year declined by 19.12 
percent year-on-year.

Delta Dunia said in a statement that net 
revenue in the January-June period of this 
year was US$352.09 million compared 
to $435.35 million in the corresponding 
period of last year.

The company said that cost of 
revenue in the first half (H1) of this 
year was $308.81 million, down slightly 
from $373.62 million in same period of 
last year.

Gross profit in H1 2020 was $43.27 
million compared to $61.72 million in H1 
of last year.

Delta Dunia said that it suffered a 
net loss of $7.86 million in H1 2020, 
compared to a net profit of $4.06 million 

in the corresponding period of last year.
Most of the company’s net revenue 

came from coal mining services provided 
for coal mining clients PT Berau Coal 
(contributing $173.67 million to the 
H1 2020 revenue), PT Adaro Indonesia 
($41.44 million), and PT Kideco Jaya 
Agung ($28.75 million).

Delta Dunia reported last month 
that its primary and wholly-owned 
subsidiary, PT Bukit Makmur Mandiri 
Utama (BUMA) saw a 12 percent decline 
in overburden removal volume to 168.4 
million bcm in the first half of this year 
compared to previous year, while coal 
getting volume was down 8 percent to 22.3 
million tons, on the back of weaker coal 
market.

HBA continues to decline 
amid weak coal demand

The government sets the coal 
reference price (or better known as HBA) 

for August at US$50.34 per ton, down 
3.49 percent compared to $52.16 per ton 
in July in line with declining coal price in 
the global market.

“The lower August HBA is still 
caused by the Covid-19 pandemic which 
has reduced demand in a number of coal 
importing countries, while coal stock 
in the global market increases,” said 
Ministry of Energy and Mineral Resources 
Spokesman Agung Pribadi in a statement. 

He added that China’s and India’s 
policy of prioritizing domestic coal 
production has also undermined coal price, 
which in turn affects the HBA. 

Having increased by 0.28 percent to 
$67.08 per ton in March, the HBA has 
continued to decline since then. 

The HBA is formed by four coal 
indices, namely Indonesia Coal Index 
(ICI), Newcastle Export Index (NEX), 
Globalcoal Newcastle Index (GCNC), and 
Platt’s 5900.  
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Virema lowers coal trading 
target

Indonesia-based trading and 
investment company, PT Virema Impex 
is significantly lowering its coal trading 
volume target this year due to weak market 
condition in the aftermath of Covid-19 
pandemic.

“We may trade only one million 
tons this year due to worsening market 
condition,” Ramli Ahmad of PT Virema 
Inpex told Petromindo.com.

Virema in its website said that the 
company has traded three million tons of 
coal annually in both domestic and export 
markets including India, China, Thailand, 
and other South Asian and South East 
Asian countries.

Ramli said that the company now sells 
most of the coal to local buyers including 

to the state electricity firm PT PLN and its 
subsidiary PT PLN Batubara, and cement 
firm PT Semen Indonesia.

Satria Bahana Q1 removed 
overburden lower than target

PT Satria Bahana Sarana (SBS), 
a mining contractor and an indirect 
subsidiary of IDX-listed state-owned 
energy company PT Bukit Asam Tbk 
(PTBA) said its removed overburden (OB) 
in the first quarter (Q1) of 2020 was lower 
than target due to heavy rainfall.

In the first quarter, SBS removed 5.7 
million bank cubic meters (mbcm) of OB 
or lower than 7.1 mbcm in the same period 
last year.

“The target in the first quarter was 
7.9 mbcm. The main cause of lower 
realization than initial target was due 

to heavy rainfall,” Apollonius Andwie 
C, Corporate Secretary of PTBA, told 
petromindo.com recently.

The company is yet to disclose the 
second quarter performance due to the 
ongoing limited review process.

Apollonius also stated that the 
company is monitoring the market 
development both coal demand and prices 
in the second half of 2020. “If it turns out 
we need to adjust, we will of course take 
the option,” he said.

Apollonius previously stated that 
SBS contributes up to 40 percent of 
total OB removal in PTBA. SBS, he 
said, previously had a plan to expand its 
operation to other than PTBA’s coal mines 
but had to be delayed due to the current 
uncertain conditions. 

Tanjung Alam in talks with 
Antam on coal supply

South Kalimantan coal miner PT 
Tanjung Alam Jaya (TAJ), a coal 
unit of state tin miner PT Timah Tbk 
(IDX:TINS), is in coal supply talk with 
the state-controlled gold and nickel miner, 
PT Aneka Tambang Tbk, also known as 
Antam (IDX:ANTM).

“We are ready to help supply coal to 
Aneka Tambang... In principle, Antam 
gives positive respond (on the coal supply 
plan) but there is no final decision yet,” 
Arius Dimara, director at Tanjung Alam 
Jati told Petromindo.com on Wednesday 
(29/07).

Both TAJ and Antam are members 
of the Mind.id, the country’s holding 
mining company. He said that although the 
company is a member of MIND.ID, TAJ 
would also comply with any requirement 
including a requirement to participate in 
an official tender in order to supply coal to 
Aneka Tambang.

He said that TAJ’s high-rank coal with 
a sulphur content of less than 1 percent is 
also suitable for smelting facility  
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Mitrabara’s H1 revenue up 
slightly amid weak price

IDX-listed coal miner PT Mitrabara  
Adiperdana  Tbk  produced 2.4 million 
tons of coal in the first-half (H1) of this 
year, or about 60 percent of the full-year 
target of up to 4 million tons.

Mitrabara Corporate Secretary 
Chandra Lautan was quoted by Kontan 
as saying that amid the unconducive 
coal price environment the company will 
maintain production level taking into 
account price development.

Revenue in the January-June period of 
this year increased slightly by 0.15 percent 
to US$128.12 million, year-on-year. 

Meanwhile, net profit increased 
42.79 percent to $23.89 million, year-on-
year, supported by the company’s cost 
reduction strategy.

Chandra said that in the second half, 
the company’s performance is expected to 
be more conservative considering that coal 
price is not expected to improve much.

Elsewhere, Chandra said that coal 
export value to South Korea in the first-
half of this year jumped by 162.36 percent 
to $79.97 million, compensating the export 
drop to China by 50.80 percent to $24.01 
million.  

CEO Widada told Petromindo.com 
in a recent interview that Mitrabara has 
production capacity of around 4MT per 
annum and until the first half of the year, 
it has produced more than half of the 
targeted production plan. According to its 
2019 Annual Report, the company sold 4.4 
MT in 2019.

Widada said that for this year, 
approximately 80 percent of the capacity 
has been contracted and the company 
will be cautious to sell the remaining 
uncontracted volume.

Domestically, Mitrabara sells some 
of its production to East Java power plant 
Paiton Energy, and the remainder to the 
export market, mostly China, South Korea, 

Vietnam, Malaysia and the Philippines.
The company produces medium CV 

coal with low ash and low sulfur from 
its mine in Malinau Regency, North 
Kalimantan.

Govt to issue implementing 
regulations of mining law in 
December

Minister of Energy and Mineral 
Resources Arifin Tasrif has reported the 
latest drafting process of implementing 
regulations for the 2020 Mining Law to 
President Joko Widodo with a promise to 
complete them in December at the latest.

The statement was made by Irwandy 
Arif, Minister Special Staff for Mineral 
and Coal Governance in a recent webinar 
organized by the Indonesian Mining 
Experts Association (Perhapi).

“We have finished drafting the three 
implementing regulations. We have 
intensive meetings every day,” he said.

The three regulations are regulation 
on implementation of mining business 
activities, regulation on mining areas, 
and regulation on supervision and mine 
development that includes ruling on post-
mining and reclamation.

Arif said that among of the crucial 
topics discussed in the drafting of the 
implementing regulations are about the 

single mining regulation system named 
business licensing (locally-known 
as kegiatan berusaha) and the tough 
requirements set for mining companies 
that are seeking to extend their operating 
licenses.

Atlas reports H1  
continued loss

IDX-listed coal miner PT Atlas 
Resources Tbk reported first half 2020 net 
loss of US$ 5.879 million, slightly higher 
than previous loss of $5,751 million.

Coal sales revenue in the first half of 
2020 plunged to $19.955 million from 
$62.903 million in the previous semester.

The company in its first half financial 
report did not disclose coal production and 
sales figures.

The company reported that during 
the first quarter of 2020, revenue from 
the sales of coal to main customers, 
i.e.  Mercuria Energy Trading, Yueyang 
Guangsheng Investment Development & 
Co., Ltd and Top International Holding 
PTE, Ltd represents 70% of total reported 
revenues of the Group during the 
respective year.

In the previous semester top buyers 
were Butterworth Trading Limited, PT 
PLN (Persero) and Jinshui Energy (HK) 
Development Co.Ltd. 

[COALNEWS]
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Bayan reports lower  
coal output

IDX-listed coal producer PT Bayan 
Resources said that coal production in 
the second quarter of this year (2Q20) 
was 4.8 million tons, down 34.25 percent 
compared to 7.3 million tons in the first 
quarter.

Bayan said in a statement Thursday 
that the lower 2Q output was due to 
Tabang mine being on standby since end 
of March until 14 May 2020, amid the 
Covid-19 pandemic.  Group inventory 
levels were reduced to 3.5 million tons as 
at the end of June, it added.

The company, however, said that 2Q 
sales volume was higher at 9.8 million 
tons, compared to 7.3 million tons in 
the first quarter.  “Average water levels 
improved to allow better barging in the 
2Q20 than 1Q20,” the company said.

As at end of June 2020, the group had 
committed and contracted sales volumes 
of approximately 32.6 million tons for 
2020 with an average CV of 4,596 GAR 
kcal/kg. 2020 fixed price element was at 
US$38.8 per ton with an average CV of 
4,581 GAR kcal/kg.

Bayan said that 2Q20 OB was 23.5 
million BCM which was higher than the 
revised budget due to higher overburden 
at Tabang partially offset by lower 
overburden at PT Teguh Sinarabadi/PT 
Firman Ketaun Perkasa. The company 
added that the 2Q20 OB of 23.5 million 
BCM was significantly lower than 1Q20 
mainly due to all overburden contractors 
at Tabang being on standby since end of 
March until 14 May 2020.

Bayan said 2Q20 EBITDA increased 
compared to the revised budget and 
1Q20 on the back of higher sales 
volumes and lower cash costs partially 
offset by lower ASP.

The company said it is currently on 
track to achieve and/or exceed full year 
revised guidance of between $150 million 

to $180 million. “EBITDA margin in 
2Q20 of 19.3% has decreased slightly 
from 1Q20 levels but still represents one 
of the best margins in the Indonesian coal 
sector,” Bayan said.

The company said that year to date 
capital expenditure was $31.3 million, 
which was below the revised budget of 
$39.2 million. 

Tanjung Alam revises down 
coal production target

South Kalimantan coal miner PT 
Tanjung Alam Jaya (TAJ), a coal unit 
of state tin miner PT Timah, has revised 
downward its coal production target this 
year due to weakening coal price in the 
aftermath of Covid-19 pandemic.

Arius Dimara, director at Tanjung 

Alam Jati said that the company would 
return to the last year’s target of 120,000 
tons of high-rank coal.

“We have just revised our target from 
an initial target of 500,000 tons to 120,000 
tons, or equal with our achievement 
last year,” he told Petromindo.com on 
Wednesday (July 29).

He said that the company would 
submit a proposal for revision in their 
2020 work program and budget (known 
as RKAB) to the Directorate General of 
Mineral and Coal before the deadline 
of July 31. He said that the company 
achieved only around 60,000 tons of coal 
production in the first semester.

TAJ operates a 6,000-hectare coal 
mine in Banjar regency with a calorific 
value of approximately 6,500 Kcal/kg. 
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S
GX-listed coal firm Geo 
Energy Resources Limited 
said the IUP mining business 
license of its Indonesian coal 

subsidiaries PT Sungai Danau Jaya (SDJ) 
and PT Tanah Bumbu Resources (TBR) 
has been renewed.

Geo said in a statement that the IUP 
of SDJ, which was set to expire in May 
2022, has been extended to 11 May 2027.  
The IUP of TBR, which was set to expire 
in February 2022, has been extended to 10 
January 2028.

SDJ, which operates a 235-ha 
coal concession in South Kalimantan 
Province, started commercial production 
in December 2015.  Meanwhile, TBR, 
which operates a 489-ha concession also 
in South Kalimantan, started commercial 
production in May 2018.

Elsewhere, Geo said that the JORC 
reports on the coal reserves of TBR and 
SDJ issued by the independent JORC 
consultant, SMG Consultants (SMGC), 
reported a combined coal resource of 121 
million tons and a combined coal reserves 
(proved and probable) of 87.5 million tons 
as at 30 April 2020. A copy of the SMGC 
reports dated 12 August 2020 are available 
on the SGXNet.

The company previously announced it 
was conducting new exploration activities 
at TBR to increase proved and probable 
reserves.

As previously announced, the 8.0% 
Senior Notes due 2022 issued by Geo 
Coal International Pte. Ltd. (the issuer), a 
wholly-owned subsidiary of the company, 
includes a Mandatory Offer to Purchase 
covenant, which requires the issuer or the 

company to make an offer to purchase all 
of the outstanding notes in the event the 
group is unable to satisfy the minimum 
qualified coal reserve requirements of 
not less than 80 million tons of JORC-
compliant proved and probable reserves 
based on a JORC report issued no earlier 
than six months from 4 April 2021 from 
qualified mines with IUPs expiring no 
earlier than 4 October 2025.

“With the extension of the IUPs 
of SDJ and TBR, and the JORC coal 
reserves for SDJ and TBR of 87.5 million 
as at 30 April 2020, and based on the 
existing mining production plan, the 
group expects that it will be able satisfy 
the aforementioned minimum coal 
requirements by 4 April 2021. If so, the 
Mandatory Offer to Purchase covenant 
will fall away,” Geo said.

Geo’s subsidiaries get license extension,  
new JORC reserves
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Tata Metal makes new 
exports of aluminum steel

PT Tata Metal Lestari exported on 
Saturday aluminum coated steel products 
to Australia, Thailand and Puerto Rico.

The Ministry of Industry said in a 
statement that the company exported 
100 containers of the products with total 
volume of 2,000 tons.

The ministry said that the export 
was a welcome development especially 
amid the current Covid-19 pandemic 
as it contributes to foreign exchange 
revenue, and proves that the country’s 
manufacturing industry can compete 
overseas.

Tata Metal, with manufacturing 
facility located at the Delta Silicon 
Industrial Park in Cikarang, West Java 
Province, started maiden export in April of 
this year with an initial volume of 300 tons 
destined for the US, Canada and Puerto 
Rico.  The ministry said in April that the 
export volume could be later increased to 

2,000-3,000 tons per month worth US$1.6 
million-$2 million.  Tata Metal has been in 
operation for 25 years.

Meanwhile, Vice President of Tata 
Metal Lestari, Stephanus Koeswandi said 
the company’s aluminum steel products 
have already penetrated eight export 
markets.

APNI Head appointed 
as chief commissioner of 
Trinitan

The Head of Indonesian Nickel Miners 
Association (APNI) Ismerda Lebang has 
been appointed as President Commissioner 
of PT Trinitan Metals and Minerals Tbk 
(IDX:PURE).

Lebang was appointed to the post at 
the company’s annual general meeting of 
shareholders (AGMS) held in Bogor on 
Wednesday (19/08).

Insmerda Lebang has become the 
Head of APNI in 2017. Lebang was 
previously president commissioner of PT 

Timah (Persero) Tbk (2007-2016), and PT 
Feron Tambang Kalimantan (2008-2010).

Read also: Ministry to validate 
Trinitan’s nickel processing technology

Following is the composition of Board 
of Directors and Board of Commissioners 
of the company:
Board of Directors:

• President Director: Petrus Tjandra
• Director: Widodo Sucipto
• Director: Parluhutan

Board of Commissioners:
• President Commissioner: Ismerda 

Lebang
• Commissioner: Richard Tandiono
• Commissioner: Hideki Lida
• Independent Commissioner: Sungkana

Petrus Tjandra said the company 
will continue to expand its business by 
processing nickel owned by IUP holders. 
The company also plans to extract rare 
earth minerals. 
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T
SX-V-listed junior mining firm 
East Asia Minerals Corporation 
(EAMC) said it has appointed 
Martin Jaya Lawyer, a legal 

services company in Jakarta, for land 
survey and land acquisition services at its 
gold mining concession in North Sulawesi 
Province. 

“This contract provides us with 
complete support and guidance to ensure 
a smooth land acquisition process 
that will provide fair and accurate 
compensation to all landowners. The land 
acquisition will be a 20-year lease with 
government set compensation based on 
an analysis of the land, crops, trees and 
vegetation in accordance with the Martin 
Jati survey. This is a detailed process that 
is expected to take two to three months to 
complete,” EAMC CEO Terry Filber said 
in a statement.

The company said the services 
provided will include, preparation 

of working maps based on definitive 
coordinates of the Concession Area; 
conducting orientation survey to the 
mining area; conducting temporary 
poles establishment for the mining area; 
conducting land inventory for crops, 
trees, any vegetation, and survey for 
the appropriate pricing for the land, 
crops, trees and vegetation that will be 
compensated within the mining area; 
mapping of land use, administrative, 
occupants, and land price estimation 
within the Concession Area; preparing 
a progress report, the final report, and 
recommendations based on the preliminary 
land survey; verify the Concession Area to 
determine legal standings of prospective 
participants of the land release program; 
providing assistance with land release 
program socialization; collection and 
verification of personal data and land 
documents provided by prospective 
participants; providing assistance during 

negotiation; preparation of the land release 
documentation and coordination with 
administrative village officers of land 
offices; providing assistance to facilitating 
payments based on completion of land 
release documents through cash or bank 
transfers; and delivery of land acquisition 
documents and maps.

EAMC through its 70 percent-owned 
Indonesian subsidiary PT Tambang Mas 
Sangihe holds a mining contract of work 
(COW) license for a 77-ha mining area in 
North Sulawesi.  The company is seeking 
to bring the Sangihe gold project into 
production phase.

Elsehwere, EAMC said that the 
necessary steps required to update the 
AMDAL environmental assessment study 
report have taken place and the meeting 
of government and community has been 
scheduled for August 28, 2020.

“Delays in scheduling the meeting 
were due to the new COVID-19 quarantine 
requirements and a week of Indonesian 
government holidays, causing a backlog 
of similar government meetings,” the 
company said.

After approval of the AMDAL, 
the company said intends to apply for 
upgrade of the license to 30-year operation 
production status and complete the 
acquisition of the construction financing.

The approved AMDAL, together 
with the Indonesian Feasibility Study 
(IFS) from August 2018 which has been 
approved and completion of financial 
obligation to the government, are the 
requirements to upgrade the Sangihe 
gold project license to production 
operation stage.

The company said earlier that 
production will be achieved in 12 months 
after production operation license 
approved with production of 1000 ounces 
per month. 

[MINERALNEWS]
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Sihayo unveils $38.8 million 
capital raising

ASX-listed Sihayo Gold Limited (SIH) 
announced a significant capital raising 
comprising of a placement of shares to 
institutional and sophisticated investors to 
raise US$19.7 million to be undertaken in 
two tranches and a $19.1 million non-
renounceable entitlement offer at $0.025 
per share on the basis of one new share for 
every three shares held by existing eligible 
shareholders.

Sihayo said in a statement that 
following completion of the capital 
raising, the company will be able to 
fund a systematic exploration program 
and early works at its Sihayo Starter 
Project, including testing of the exciting 
Hutabargot prospect in North Sumatra. 
The company said it will be left debt-free 
with a strong balance sheet.

“In our view the Sihayo Starter Project 
is very attractive in the current gold price 
environment, and upcoming exploration 
has the potential to re-shape the company,” 
said Executive Chairman Colin Moorhead 
in the statement.

“This capital raising is an excellent 
outcome for Sihayo. Post completion of 
the capital raising, Sihayo will be in a 

materially stronger financial position to 
execute its near to medium-term strategy. 
In addition, the strong show of support 
from key existing shareholders as well as 
important new strategic and institutional 
shareholders is very encouraging.”

Sihayo owns a 75 percent interest in 
PT Sorikmas Mining which in turn holds 
the Sihayo-Pungkut gold concession 
located in North Sumatra.  IDX-listed 
mining firm PT Aneka Tambang Tbk is 
the company’s joint venture partner in the 
gold project with a 25 percent interest.

PT Freeport invests $1.3b for 
underground mine

Gold and copper giant PT Freeport 
Indonesia has allocated US$1.3 billion for 
this year to finance the development of 
underground-mine in Papua Province. 

PT Freeport President Director Tony 
Wenas said that the company has entered 
transition phase toward underground mining 
production at the Grasberg Block Cave and 
Deep Mill Level Zone (DMLZ) as open pit 
mining had stopped since last year. 

As such production capacity currently 
stands at only 60 percent of the installed 
capacity.  He said that production will be 
at full capacity in 2022.  “Investment in 

underground mine this year is $1.3 billion.   
Because of the $1.3 billion investment, 
the cashflow is still negative,” he told an 
online virtual discussion.

According to the second quarter 2020 
financial report of Freeport McMoRan 
Inc, which co-owns PT Freeport, ore 
production at the Grasberg Block Cave 
and DMLZ reached 54,800 tons per day 
during the second quarter.  This was 
nine percent higher than target, and 46 
percent higher than output rate in first 
quarter of this year.

PT Freeport has set production targets 
this year of 800 million oz of copper and 
800,000 oz of gold.  Next year, copper 
output is projected to jump to 1.4 billion oz, 
and gold output to 1.4 million oz, Tony said.  

Tony said that once the underground 
mining construction is completed, annual 
average production over the next few years 
is projected to stabilize at 1.55 billion oz 
of copper and 1.6 million oz of gold.

Tony is confident that despite the 
Covid--19 pandemic, PT Freeport will 
be able to realize the production targets.  
He assured that production activity at 
the Grasberg Block Cave and Deep Mill 
Level Zone (DMLZ) continues to progress 
despite the pandemic.

PT Freeport director resigns
Achmad Didi Ardianto has resigned 

from the post of Director of Human 
Resources and Security at PT Freeport 
Indonesia, and is no longer working for 
the gold and copper firm as per August 
19, 2020.  PT Freeport Spokesman Riza 
Pratama confirmed this information to 
news portal detik.com.

The post is now assumed by 
Clementino Lamury, who is also Executive 
Vice President for Legal Affairs at PT 
Freeport, Riza said.

Didi was said to have moved to a 
state-owned company, but Riza could not 
confirm this information. 
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Freeport, Chiyoda sign EPC 
contract on smelter project

Gold and copper giant PT Freeport 
Indonesia (PTFI) and Japanese company 
Chiyoda Corporation have recently 
signed an engineering, procurement and 
construction (EPC) contract on smelter 
project owned by Freeport in Gresik, 
East Java.

Freeport spokesman Riza Pratama said 
that the signing of the contract was done 
virtually, witnessed by the Minister of 
Energy and Mineral Resources Arifin Tasrif.

“This agreement is one of our 
contracts with Chiyoda for the smelter 
project, as part of PTFI’s commitment to 
continue building a smelter in Gresik,” 
Riza told Petromindo.com recently.

Riza explained that the EPC contract 
is a common business practice carried out 
by the company with the company’s other 
contractors and vendors, including PT 
Berkah Kawasan Manyar Sejahtera (BKMS) 
as the owner of land in Gresik, where 
Freeport Indonesia will build a smelter.

“However, due to the Covid-19 
pandemic, we are currently working 
with the Indonesian government to 
make some adjustments in the smelter 
project,” said Riza.

Riza said earlier that the ministry has 
yet to approve the company’s request for 
a delay in the completion of the copper 
smelter project. 

Freeport said that the completion 
of the copper smelter project would 
be delayed for up to 12 months due to 
the Covid-19 pandemic.  The company 
initially targeted the copper smelter 
project, which will have an input capacity 
of 2 million tons per year, to be completed 
in 2023.

Riza said that the project has to be 
delayed as the pandemic has affected the 
delivery of technology and equipment for 
the project by its supporting partners from 
other countries. The pandemic has also 

affected the funds raising activity.
PT Freeport has appointed Chiyoda 

from Japan as the main contractor for the 
copper smelter project and will use the 
Outotec smelter technology from Findland, 
and equipment from Spain and Italy. 

The company also plans to raise 
US$2.8 billion in loans from several banks 
to help finance the estimated US$3 billion 
smelter project. 

“PT Freeport is still discussing this 
(financing) with a number of banks 
regarding the next step while waiting for 
direction from the government,” Riza said.

Pandemic delays Kapuas 
Prima smelters completion

IDX-listed miner PT Kapuas Prima 
Coal says that construction of its lead and 
zinc smelters in Central Kalimantan will 
not be completed as planned due to the 
Covid-19 pandemic.

CEO Harjanto Widjaja told 
Petromindo.com that the pandemic has 
hampered movement of overseas  EPC 
contractor that constructs the smelter.

He did not disclose the smelters new 
start –up date.

Kapuas Prima’s lead smelter 

was initially expected to commence 
commercial operation in the second 
quarter of this year.  The smelter is 
designed to process 40,000 tons of lead 
concentrate per annum and produce 20,000 
tons 99.50% lead bullion per annum, 
employing pyro metallurgy technology. 
According to its presentation, total 
investment to build the smelter is US$15 
million. The company operates the smelter 
through subsidiary PT Kapuas Prima Citra. 
When completed, the smelter will become 
the first to operate in Indonesia.

The company is also developing zinc 
smelter through another subsidiary PT  
Kobar Lamandau Mineral, which was 
initially expected to start production in 
the second quarter of 2021. The smelter, 
with investment of $67 million, will have 
capacity to process 60,000 tons per annum 
of zinc concentrate and produce 30,000 
tons of 99.99% zinc ingot per annum.

Kapuas Prima operates a 5,000 
hectare mining concession in Lamandau 
regency, Central Kalimantan. During 
the second quarter of 2020, the company 
produced 5,700 tons of lead concentrate, 
19,200 tons of zinc concentrate and 427 
tons of silver. 

[MINERALNEWS]
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T
he Office of the Coordinating 
Minister for Maritime Affairs 
and Investment has issued 
Ministerial Regulation No 

108/2020 on setting up a team to supervise 
the implementation of the metal mineral 
benchmark price (or better known as 
HPM) policy in nickel transaction between 
miners and smelter operators.

According to the copy of the new 
regulation, obtained by Petromindo.com, 
the inter-ministerial team comprises of 
senior officials from related ministries 
and government institution.  Steering 
committee includes Coordinating 
Minister for Maritime Affairs and 
Investment, Minister of Energy and 
Mineral Resources, Minister of Industry, 
Minister of Trade, Minister of Finance, 
and Head of the Investment Coordinating 
Board (BKPM).

The team is headed by Deputy for 

Coordinating of Investment and Mining 
Affairs at the Office of the Coordinating 
Minister for Maritime Affairs and 
Investment.  The team head is assisted by 
a secretary and six deputies representing 
the aforementioned related ministries and 
BKPM.  Members of the team include 
senior officials from the related ministries 
and BKPM.   

Minister of Energy and Mineral 
Resources Arifin Tasrif issued in April 
of this year new Ministerial Regulation 
No 11/2020 on the third amendment 
of Ministerial Regulation No 07/2017 
regarding the procedure to determine 
the benchmark price on the sale of metal 
mineral and coal.

According to the new ministerial 
regulation, metal mineral miners and 
coal miners including those holding 
the IUP production operation mining 
business license (IUP OP) and IUPK 

special mining business license (IUPK 
OP) are required to, respectively, use the 
HPM (metal mineral benchmark price) 
and HPB (coal benchmark price) as 
benchmark in selling their output. The 
requirement to use the HPM or HPB must 
also be applied when selling their output 
to affiliates. 

The government has said that those 
failing to comply with the HPM policy 
may risk their business licenses revoked.  
The Indonesian Nickel Industry Forum, 
which mostly group’s domestic nickel 
smelter operators, has opposed the HPM 
policy in a letter sent to President Joko 
Widodo.

The HPM policy was made among 
others in order to prevent smelters from 
determining their own price in buying the 
nickel ores that’s unprofitable to the nickel 
miners, according to a senior government 
official. 

Govt sets up team to monitor nickel HPM policy
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Sihayo announces 
management changes

ASX-listed Sihayo Gold Limited 
(SIH) announced that George Lloyd has 
resigned as CEO of the company effective 
16 October 2020.

The company said in a statement 
Colin Moorhead, Executive Chairman, 
will assume the role of CEO.  In addition, 
Siharyo announced the appointment of 
Rod Crowther as CFO effective from 7 
September 2020.

The company said Crowther has 
significant corporate finance experience 
in the mining sector through a variety of 
roles in investment banking, private equity 
and corporate business development. His 
most recent role was at Newcrest Mining 
in the Business Development team where 
he executed a number of acquisitions 
and divestments, including the sale of 
Newcrest’s 75 percent interest in the 
Gosowong mine in Indonesia. Prior to 
this, he held roles at EMR Capital, Azure 
Capital and J.P. Morgan where he advised 
on a number of debt and equity raisings 
and mergers & acquisitions for mining 
companies.

He holds a Bachelor of Engineering 
(Honours) and a Bachelor of Commerce 
(Honours) from the University of 
Queensland as well as a Masters of 
Mining Engineering from the University 
of New South Wales. He is also a CFA 
Charter holder.

The company said Crowther’s 
experience will strengthen the 
management team as it seeks further 
debt and equity funding to finance the 
construction of the Sihayo Pungkut Gold 
Project in Indonesia’s North Sumatra 
Province.

Danny Nolan, current CFO will stay 
with the company as company Secretary 
and Executive Director.

Sihayo owns a 75 percent interest 
in PT Sorikmas Mining which in turn 

holds the Sihayo-Pungkut 7th Generation 
Contract of Work (CoW) located in North 
Sumatra.  IDX-listed minign firm PT 
Aneka Tambang Tbk is the company’s 
joint venture partner in the CoW with a 25 
percent interest.

Darma Henwa’s mining work 
hampered by pandemic

IDX-listed mining contractor 
PT Darma Henwa Tbk said that 
commencement of work at a lead and zinc 
mine in Dairi, North Sumatra Province, 
owned by PT Dairi Prima Mineral, 
has been delayed due to the Covid-19 
pandemic.

Darma Henwa Corporate Secretary 

Mukson Arif Rosyidi was quoted by 
Kontan daily as saying that the work 
was supposed to start the middle or 
third quarter of this year.  But due to the 
pandemic, the company may only start 
work at the mine at the end of this year, 
he added.

Darma announced in March it had won 
a US$23.50 million contract to provide 
services including earthworks, civil/
construction work, and mechanical and 
electrical installation at the Dairi Prima 
lead and zinc mine.

Mukson said that other non-coal 
mining services including at a gold mine in 
West Java owned by PT Aneka Tambang 
Tbk have been progressing normally. 

[MINERALNEWS]
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I
DX-listed gold and copper miner PT 
Merdeka Copper Gold Tbk (MDKA) 
has revised upward its 2020 gold 
production target, and expects copper 

output to increase in the fourth quarter of 
the year with the upcoming operations of 
a new mine.

Merdeka said in a recent report 
on the June quarter 2020 activities 
that production guidance for 2020 has 
increased to 175,000 to 195,000 ounces 
of gold at an all-in sustaining cost 
(AISC) of US$625 to $700/oz net of 
silver credits.

The company earlier this year set 
production guidance of 165,000-185,000 
ounces of gold at AISC of $650-$725/oz.

Merdeka said that gold produced 
at Tujuh Bukit Gold Mine in East Java 
Province for the second quarter (Q2) 

ending June 2020 was 54,672 oz at AISC 
of $641/oz net of silver credits. Year to 
date production was 108,823 oz at an 
AISC of $648/oz. No Lost Time Injury 
(LTI) occurred during the quarter.

Ore mined for Q2 2020 was 2.30 
million tons with waste mined of 2.17 
million tons. Mining operations achieved 
total material movement of 4.68 million 
tons including rehandling ore stockpiles 
during the quarter.

During Q2 2020, the ore preparation 
plant (OPP) operated above design, 
achieving forecast throughput of 2.23 
million tons of crushed and agglomerated 
ore, at a grade of 0.91 g/t Au (containing 
65,636 ounces of gold), which was hauled 
and stacked onto the heap leach pad (HLP) 
during the quarter.

The HLP continues to perform as per 

design with project to date recoveries 
at the end of June 2020 in line with the 
forecast 150-day leach recovery of 79 
percent. The ADR gold recovery plant 
continued to operate at full design rates.  
“Construction of an upgrade to the elution 
circuit to improve silver recoveries is on 
schedule and expected to be commissioned 
in Q4 2020,” Merdeka said.

The cash cost per ton of ore stacked 
for Q2 2020 was $8.70/t. Owner mining, 
agglomerate transport and stacking 
equipment availabilities and efficiencies 
continued to improve, resulting in lower 
mining, processing and G&A costs per ton 
of ore stacked compared to the previous 
quarter. The Q2 2020 cash cost was $393/
oz and the AISC was $641/oz. Year to 
date cash cost was $408/oz and the AISC 
was $648/oz. 

Merdeka revises upward gold production guidance
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M
erdeka said copper produced 
at Wetar Copper Mine in 
Maluku Province for the 
quarter was 1,141 tons of 

copper at an AISC of $4.67/lb.
Year to date production was 2,926 tons 

at an AISC of $4.33/lb. No LTI occurred 
during the quarter, with the site achieving 
8.7 million hours without an LTI.  

The company said that copper 
production will remain low while a 
strategic review is completed and a plan is 
implemented in second-half (H2) of 2020.  
“Copper production expected to return to 
H1-2019 levels in 2021,” the company 
said.

As detailed earlier in 2020, a strategic 
review of the Wetar Copper Mine and 
integration with the AIM Project is being 
conducted. During the quarter, an extended 
shutdown to the SX/EW processing plant 
of 19 days reduced production to 1,141 
tons at an AISC of $4.67/lb with year to 
date production of 2,926 tons at an AISC 

of $4.33/lb. 
The cash cost in Q2 2020 was $3.46 

per pound of copper produced and the 
AISC cost was $4.67 per pound of copper 
produced. Year to date cash cost was 
$3.57 per pound of copper produced and 
the AISC cost was $4.33 per pound of 
copper produced.

Merdeka said copper production is 
expected to increase in Q4 2020 following 
the development of Partolang and is 
expected to reach consistent production 
levels in Q1 2021. AISC costs will fall as 
production increases.

During Q2 2020 total copper extracted 
was 1,280 tons with 1,141 tons of copper 
produced. An extended planned shutdown 
of the SX/EW processing plant was 
completed including maintenance of the 
cellhouse and mixers, and work on the 
power transformer. Copper leaching of 
both the Lerokis and Kali Kunning ores 
continued to be affected by high levels of 
total dissolved solids (TDS), especially 

iron (ferrous), in leach solutions.
During Q2 2020 mine activities at 

Lerokis were minimised with initial 
Partolang development works prioritised 
including plan to move the crusher to the 
Partolang location. The Partolang orebody 
mineral resource update was completed 
and project development assessments, 
studies and test work continued, including 
ore reserve, feasibility and mine design 
works. “Government approval for the 
Partolang development has been received 
and mining operations are expected to 
commence in October 2020,” Merdeka 
said.

The cash cost in Q2 2020 was $3.46 
per pound of copper produced and the 
AISC cost was $4.67 per pound of copper 
produced. Year to date cash cost was 
$3.57 per pound of copper produced and 
the AISC cost was $4.33 per pound of 
copper produced.

The Wetar copper mine started 
commercial production in 2010. 

The Tujuh Bukit mine started gold production in March 2017
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I
DX-listed gold and copper mining 
firm PT Merdeka Copper Gold 
Tbk said that feasibility study (FS) 
for a proposed pyrite processing 

plant that would process ore from its 
Wetar copper mine in Maluku Province 
is expected to be completed in the fourth 
quarter (Q4) of 2020.

Merdeka said in a statement that 
the FS will be produced by Beijing 
General Research Institute of Mining 
and Metallurgy (BGRIMM) and DRA 
Pacific Pty Ltd.

It added that a conceptual study for the 
proposed project, also known as Acid Iron 

Metal (AIM) project, was completed in 
April 2020 by Flour Australia.

Merdeka said that the ore at the Wetar 
copper mine is primarily pyrite (FeS2) 
which hosts copper, gold, silver and zinc.  
Since 2018, the company has investigated 
opportunities to realize additional value 
from Wetar ore, as the existing heap 
leaching process at Wetar only recovers a 
portion of the copper and does not recover 
any of the gold, silver, zinc, iron and 
Sulphur (a component of chemical grade 
sulphuric acid) contained in the ores.

As part of this initiative, Merdeka has 
worked with Enternal Tsingshan Group 

Ltd to conduct metallurgical test work 
on the Wetar ore as well as developing a 
preliminary process flowsheet. Tsingshan 
is involved in a number of projects that 
have been and are being developed at the 
Indonesia Morowali Industrial Park (IMIP) 
located in Central Sulawesi.  Some of 
these projects will require large amounts 
of sulphuric acid  and  steam  in  their  
production process.

Merdeka announced on 19 February 
2020 that it has entered into an MOU with 
Tsingshan to form a joint venture (JV) 
with Merdeka as the majority owner to 
develop a plant to under the processing of 
the Wetar ores (pyrite processing plant), 
which will be located at IMIP.

 The JV will purchase feedstock 
from the Wetar coper mine.  The pyrite 
processing plant will process the feedstock 
to produce commercial grade sulphuric 
acid and high grade iron ore pellets, 
and will also allow the recovery of the 
remaining copper, as well as gold and 
silver. Based on the MOU, the initial scale 
of production will be one million tons per 
annum of commercial  grade  sulphuric 
acid, which  will  be  supplied  under  a  
long  term  contract  to another Tsingshan  
joint  venture,  also  with  planned 
operations  at IMIP. Expansion  of  acid 
production to more than 1 million tons has 
been discussed, Merdeka said.

The initial pyrite feedstock will be 
source from the existing leach pads at 
Wetar which contain approximately 7.7 
million tons of ore, which was mined and 
stacked on heap leach pads from the Kali 
Kuning and Lerokis open pits since 2015. 
Additional pyrite feedstock is available  
at  the  Partolang  and  Lerokis  deposits. 
The ore at  Wetar is pyrite  rich,  typically 
containing around 70 percent pyrite by 
weight, which makes the ore a suitable 
feedstock for the production of sulphuric 
acid by roasting. 

Merdeka: FS of pyrite processing plant expected in Q4
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S
ingapore’s Silkroad Nickel Ltd 
said that it is in the process of 
finalizing necessary financing 
and operating agreements in 

relation to its nickel pig iron (NPI) smelter 
project in Sulawesi, Indonesia.

“Once the  necessary  agreements  
are  finalized and  when  the  COVID-19  
travel  restrictions imposed  by  the  
Indonesian  government  are  eased,  
barring  unforeseen  circumstances,  the 
company expects to be able to commence 
operations of the blast furnace smelter by 
4Q 2020,” Silkroad said in a statement, 

referring to the fourth quarter of this year.  
The group is making arrangements 

to deploy the necessary manpower to 
commence the blast furnace operations, 
however it recognizes that a delay in 
bringing qualified engineers into the 
worksite  could  push  the  commissioning  
of  the  smelter  operations  to  first quarter 
of  2021. 

 Being  able  to operate the blast 
furnace smelter will allow the company to 
export the processed material –nickel  pig  
iron.   “Barring  unforeseen  circumstances,  
this  is  expected  to improve  the  financial 

performance of the group.”
On December 5 of last year, Silkroad 

together with its subsidiary PT Teknik 
Alum Service (PT TAS) signed a 
binding definitive head of agreement 
with Renewable and Sustainable Energy 
Holding Pte Ltd (R&S), PT Artabumi 
Sentra Industri (PT ASI) and PT Anugrah 
Tambang Smelter (PT ATSM) (the parties) 
to form a joint venture to build and operate 
smelter facilities for the production of 
nickel pig iron on the group’s mine site in 
Sulawesi.

Elsewhere, Silkroad also reported the 
latest progress of a planned ferronickel 
smelter in Sulawesi.  On 16 April2020, 
the group entered into a non-binding 
heads of agreement with Shandong Xinhai 
(Singapore) Pte Ltd, a subsidiary of 
Shandong Xinhai Technology Co Ltd, to 
build and operate a Rotary Kiln Electric 
Furnace (RKEF) in Sambalagi Village, 
Sulawesi, for the production of up to 
350,000 metric tons of ferronickel per 
annum. Shandong  Xinhai  will  provide  
its  world  class  expertise  to  build  and  
operate  the  RKEF  nickel smelter  with 
the  group  supplying  the  nickel  ore  
raw  material.  “The  group is  currently  
having discussions  with  its  partners  on  
the  project  details  and  has  commenced  
exploring  financing options for funding of 
the project.

Silkroad said it continues to explore 
various options to raise funds for 
the group’s general working capital 
requirements and capital expenditure.  
“Despite the operational hurdles imposed 
by the COVID-19 pandemic, the group 
believes that the current risks facing 
the business will not derail the group’s 
long-term strategy of becoming an 
integrated ferronickel manufacturing 
company by forging important world-class 
partnerships.” 

Silkroad expects nickel smelter to start operation in 2021

[MINERALNEWS]
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Trinitan sets up R&D 
subsidiary

IDX-listed metal and mineral 
processing company PT Trinitan Metals 
and Minerals Tbk had on August 5 set 
up a new subsidiary called PT Hydrotech 
Metal Indonesia (HMI), which will handle 
the company’s research and development 
(R&D) program.

Trinitan said in a statement that HMI 
has authorized capital of Rp 500 million, 
of which 25 percent has been fully paid up.  
HMI is 99.5 percent owned by Trinitan, 
and the remaining 0.5 percent is held 
by PT Trinitan Resourcetama Indonesia 
(TRI), which owns 74.24 percent of 
Trinitan Metals and Minerals.

The company said it’s committed to 
continue develop new technology through 
R&D activities that would support its 
metal and mineral processing business.

Trinitan has recently developed 
so-called STAL technology, which is a 
hydrometallurgy-based metal mineral 
processing technology claimed to be 
able to process low grade nickel ores 
into first grade nickel metals with 
competitive cost. 

The Geological Agency at the Ministry 
of Energy and Mineral Resources said late 
in July that it was validating the Trinitan’s 

STAL technology.
Iman K. Sinulingga, Head of Mineral, 

Coal and Geothermal Resources Center at 
the agency, was quoted as saying that the 
STAL technology, if proven, is a crucial 
breakthrough in capitalizing the country’s 
huge nickel ore resources estimated at 9.4 
billion tons, most of which are low grade 
nickel ores of less than 1.7  percent.

Gulf Manganese appoints 
new executive director

ASX-listed firm Gulf Manganese 
Corporation Limited said that it has 
appointed Tan Hwa Poh, who is currently 
a Non-Executive Director of the company, 
as an Executive Director of Gulf and 
will act as its Indonesian in-country 
representative.

Gulf said Tan’s remuneration and 
other conditions of appointment as a 
Director remain unchanged.

The said the decision was made due to 
the impacts of the Covid-19 pandemic and 
the consequent inability to readily travel to 
Indonesia.

“Tan Hwa Poh has been a strong 
member of the Board and it’s pleasing to 
see him taking a lead role on the ground 
in Indonesia,” Gulf’s Managing Director 
Hamish Bohannan said.

The company is currently developing 
a manganese smelter project in East Nusa 
Tenggara (NTT) province.

Six bauxite smelters to come 
on-stream in 2021

The government said that six bauxite 
smelter projects are expected to be 
completed and start operation next year 
with combined annual output capacity 
of 7.5 million tons of smelter grade 
alumina (SGA).

Five of the bauxite smelter projects 
are located in West Kalimantan Province 
of which the biggest is PT Dinamika 
Sejahtera Mandiri in Senggau with 
installed production capacity of two 
million tons per year.

Data from the Ministry of Energy 
Mineral Resources shows the current 
construction progress of the projects 
has reached between 14 percent and 55 
percent.

Currently, Indonesia has two bauxite 
smelters already in operation including one 
owned by PT Well Harvest Winning in 
Ketapang, West Kalimantan, with annual 
output of one million tons of SGA and 
another owned by PT Indonesia Chemical 
Alumina with annual output of 300.000 
tons of SGA. 

[MINERALNEWS]

Commodity Miner Smelter 
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/Mayoralty Province

Input 
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Output 
Capacity 

(tpy)
 

% 
Construction 

Progress
Investment 

(USD) Completion

Bauxite PT Dinamika 
Sejahtera Mandiri

PT Dinamika 
Sejahtera 
Mandiri

Sanggau West 
Kalimantan 5,200,000 SGA 2,000,000 14.32 1,200,000,000 2021

Bauxite PT Laman Mining PT Laman 
Mining Ketapang West 

Kalimantan 2,850,000 SGA 1,000,000 20.36 1,050,122,866 2021

Bauxite PT Kalbar Bumi 
Perkasa

PT Kalbar Bumi 
Perkasa Sanggau West 

Kalimantan 4,200,000 SGA 1,500,000 35.17 1.586.091.650 2021

Bauxite Aneka Tambang 
(Persero), Tbk.

Borneo Alumina 
Indonesia Mempawah West 

Kalimantan 3.529.400 SGA 1.000.000 16.79 741,740,491 2021

Bauxite PT Cita Mineral 
Investindo

PT WHWAR 
(Expansion) Ketapang West 

Kalimantan 3.564.000 SGA 1.000.000 55.04 553,.451,854 2021

Bauxite
PT Parenggean 

Makmur 
Sejahtera

PT Parenggean 
Makmur 

Sejahtera
Kotawaringin 

Timur
Central 

Kalimantan 3.000.000 SGA 986.215 21.22 509,000,000 2021

Bauxite smelter projects to be completed in 2021
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T
he Indonesian Nickle Industry 
Forum (FINI) and PT Indonesia 
Morowali Industrial Park 
(IMIP) have rejected the 

government policy on benchmark price in 
the sale of nickel ores by nickel miners to 
smelter operators.

Alexander Barus, chairman of FINI 
said that the forum has officially sent 
letters to President Joko Widodo to reject 
the mineral benchmark price policy.

“We (FINI) have already sent letter 
twice (stating) that we can’t accept this 
formula,” Alexander told a nickel webinar 
organized by CoalAsia and Petromindo.

“IMIP does not agree with the 
benchmark,” he added.

Alexander, who is also President 
Director of IMIP, which operates an 
industrial estate in Morowali, Central 

Sulawesi Province, did not elaborate the 
reason for rejecting the benchmark price.

FINI members include domestic nickel 
smelter operators controlling about 90 
percent of installed production capacity.

Minister of Energy and Mineral 
Resources Arifin Tasrif issued new 
Ministerial Regulation No 11/2020 on the 
third amendment of Ministerial Regulation 
No 07/2017 regarding the procedure to 
determine the benchmark price in the sale 
of metal mineral and coal.

Under the regulation, nickel miners 
holding the IUP OP or IUPK OP licenses 
are required to use the mineral benchmark 
price (or HPM) in selling their nickel ores 
including to affiliates.  Smelter operators 
purchasing the nickel ores from these 
miners are also required to make the 
purchase using HPM as benchmark, the 

regulation says.
A senior official at the Ministry of 

Energy and Mineral Resources confirmed 
that the office has received the letter from 
IMIP and the nickel forum.  “Our Minister 
has already replied the letter,” the official 
said.

The official insisted that the HPM 
price was made in order to prevent 
smelters from determining their own 
price in buying the nickel ores that’s 
unprofitable to the nickel miners.

Miners failing to comply with 
the new HPM policy in conducting 
mineral transaction may risk their 
licenses revoked, said Septian Hario 
Seto, Deputy at the Office of the 
Coordinating Minister for Maritime and 
Investment Affairs at a coordination 
meeting on July 24. 

Nickel smelter grouping rejects benchmark price policy



COAL ASIA  AUGUST 29 - SEPTEMBER 29, 202064

J Resources issues Rp650 
worth of bonds

IDX-listed PT J Resources Asia 
Pasifik Tbk (IDX:PSAB) said it has 
successfully issued sustainable bond phase 
V amounting Rp650 billion on July 30, 
2020. The bond consists of two types, with 
the following details:
• Type A: Type A Bond amounting 

Rp335 billion, with the interest 9.25 
percent per year, 370 calendar days 
period as of the Issuance Date. 

• Type B: Type B Bond amounting Rp315 
billion, with the interest 10.25 percent, 3 
years period as of the Issuance Date.

The company said the issued bond 
is script less, offered 100 percent of the 
bond amount. The bond interest is paid 
every 3 (three) months which is calculated 
based on the number of days passed by 
calculating 1 year is 360 calendar days 
and 1 month is 30 calendar days from the 
Issuance Date.

The first payment of interest will 
be paid on Oct. 30, 2020, and the latest 
interest payment and also the maturity date 
of each type of the bond shall be on Aug. 
10, 2021, for Type A Bond and on July 30, 
2023, for Type B Bond.

The repayment of the bond will 
be made in bullet payment on the 
maturity date. Aside from that, PT J 
Resources Nusantara, a subsidiary of PT 
J Resources Asia Pasifik Tbk, has fully 
repaid its Medium Term Notes II (MTN) 
amounting Rp500 Billion on the due date, 
Aug 4, 2020.

On Aug. 4, 2017, JRN issued that 
MTN with 3 years tenor and interest 11.05 
percent, assisted by PT BCA Sekuritas as 
the Arranger. With such successful Bond 
issuance and the on-time repayment of 
MTN, J Resources hopes that they can 
continuously maintain the shareholders, 
stakeholders and investors’ trust, it said.

J Resources currently operates four 
open-pit gold mines, namely Bakan and 

Lanut Utara in North Sulawesi Province; 
Seruyung in North Kalimantan, and 
Penjom in Malaysia.

Timah’s tin production  
drops 47.3%

IDX-listed tin giant PT Timah Tbk 
saw tin ore production in the first-half 
of this year tumbled by 47.3 percent to 
24,990 tons compared to 47,423 tons in 
the corresponding period of last year.

“The declining operating performance 
is due to the impact of Covid-19 
pandemic,” said Timah Corporate 
Secretary Abdullah Umar Baswedan to 
Kontan daily on Monday.

He, however, said that tin metal sales 
volume only declined slightly by 0.3 
percent to 31,580 tons in the January-June 
period of this year from 31,609 tons in the 
same period of last year.

The average price in the first semester 
of this year, however, declined 23 percent 
to US$16,461 per ton from $21,505 per 
ton in the same period of last year.

As a result, revenue fell 18.48 percent 
to Rp 7.97 trillion from Rp 9.78 trillion.  
About 95 percent of the revenue was 
contributed by tin export. 

Tin sales accounted for 94 percent of 
the revenue (Rp 7.53 trillion), followed by 
sales of tin chemicals (Rp 194.82 billion), 
and hospital business (Rp112.69 billion).

Timah also booked revenue from tin 
solder sales of Rp 52.83 billion, nickel 
sales of Rp 37.73 billion, and ship yard 
services of Rp 10.36 billion.

Timah suffered a net loss of Rp 
390.07 billion in the first-half of this year, 
compared to a net profit of Rp 205.29 
billion, as costs increased.

Timah Finance Director Wibisono 
expects tin price to improve in the second-
half of this year, as price on the London 
Metal Exchange in June increased by 9 
percent to an average of $17,119 per ton, 
year-on-year.  
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Nickel smelters can only 
operate for 7 years: APNI

The Indonesia Nickel Miners 
Association (or APNI) warned that the 
country’s nickel smelters could only 
operate for seven years if they only 
consume high grade nickel ores.

“The existing nickel smelters only 
consume nickel ores with grade  higher 
than 1.8 percent,” APNI Secretary General 
Meidy Katrin Lengkey told a webinar 
hosted by CoalAsia and Petromindo.

APNI estimated the nickel smelters 
will require about 46 million tons of high 
grade nickel ores this year, and which is 
projected to increase to 71 million tons in 
2021 and 140 million tons in 2022.

She said that the country’s reserve of 
high grade nickel ores currently stand at 
only 930 million tons, compared to the 
reserve of ores with lower grade of less 
than 1.7 percent at 3.6 billion tons.

“If the smelters only use high grade 
nickel, it (the high grade ores) will last 
only for seven years,” she said.

Domestic smelter operators are 
currently hesitant in utilizing low grade 
nickel ores due to the higher processing 
cost and environmental-related issues. 

 
Pamapersada provides loan 
to Agincourt

IDX-listed heavy equipment and 
mining firm PT United Tractors Tbk (UT) 
said that its PT Pamapersada Nusantara 
(PAMA) and indirect subsidiary PT 
Agincourt Resources (PTAR) had on 3 
August signed a loan agreement.

UT said in a statement that under 
the agreement, coal mining contractor 
PAMA will provide US$70 million loan 
to gold mining firm PTAR to finance 
working capital.

The statement said that the loan 
carries an interest rate of LIBOR+2 
percent per year.  The revolving loan is 
available in the period of 3 August 2020-

3 August 2025.  
UT through its subsidiary PT Danusa 

Tambang Nusantara owns 95 percent 
interest in PTAR, which was acquired 
in late 2018 as part of diversification 
strategy.  PTAR operates the Martabe gold 
mine in North Sumatra Province.

Pefindo: J Resources 
Nusantara’s maturing MTN 
rated “idA”

PEFINDO has affirmed its “idA” 
rating for PT J Resources Nusantara 
(JRES)’s MTN III/2017 Phase I of 
IDR120 billion maturing on October 2, 
2020. JRES plans to repay its maturing 
MTN using the proceed from bond issued 
by its parent, PT J Resources Asia Pasifik 
Tbk. (PSAB). 

Currently, PSAB has already issued 
Shelf Registered Bond I phase V of 
IDR650 billion in August 2020 and plans 
to issue Shelf Registered Bond I phase VI 
in the coming months.

Debt security rated idA indicates 
that the issuer’s capacity to meet its 

long-term financial commitments on 
the debt security, relative to other 
Indonesian issuers, is strong. However, 
the issuer’s capacity is somewhat more 
susceptible to adverse effects of changes 
in circumstances and economic conditions 
than higher-rated issuers.

PT J Resources Nusantara was 
established in 2003 under the name PT 
Bara Kutai Energi. The Company’s 
shares were 99.9% owned by PT J 
Resources Asia Pasifik Tbk., the largest 
Indonesian listed gold producing 
company. Its operations cover the 
exploration, mining, and processing  
of gold. 

It has a geographically diverse 
portfolio of assets across Indonesia 
and Malaysia, specifically in Penjom, 
Malaysia; Seruyung, North Kalimantan; 
and Bakan, Lanut, Pani, Doup, 
Bolangitang, and Bulagidun in North 
Sulawesi. As of March 31, 2020, it had 
three producing mines, two mines in 
the development stage, and two in the 
exploration stage. 
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Antam: Progress of 
ferronickel project reaches 
98%

IDX-listed mining firm PT Aneka 
Tambang Tbk (Antam) said that 
construction progress of its ferronickel 
plant in Halmahera Timur, North Maluku 
Province, which is also known as P3FH 
project, reached 98 percent by the end of 
June 2020.

“Antam’s main (mineral downstream) 
project under development includes of 
the East Halmahera Ferronickel Plant 
Development Project with a production 
capacity of 13,500 TNi per annum in 
North Maluku. The completion of plant 
construction reached 98% at the end of 
1H20,” the company said in a statement 
referring to first-half of 2020, but did not 
provide further details about the project.

Antam Director of Business 
Development, Risono said in June that the 
new plant was expected to start operation 
next year once state-owned electricity firm 
PT PLN supplies the required additional 
power capacity.

Risono said that the ferronickel plant 
requires power supply of up to 100 MW to 
operate.  He added Antam had in January 
signed a MOU with PLN for the supply of 
the additional power capacity.

Antam started construction of the 
P3FH project in April of 2017.  The 
company appointed in 2016 a consortium 
comprising of IDX-listed engineering and 
construction firm PT Wijaya Karya Tbk 
and Kawasaki Heavy Industries Ltd as the 
EPC contractor for the Halmahera Timur 
ferronickel plant project.

Elsewhere, Antam said in statement 

that the company is currently also 
focusing on the development of a smelter 
grade alumina refinery (SGAR) plant 
in Mempawah, West Kalimantan, in 
cooperation with state-owned aluminum 
producer PT Indonesia Asahan Aluminium 
(Persero) with an estimated total 
production capacity of up to 1 million tons 
of SGA per annum (Stage 1).

August HPE of most 
commodities up

The export reference price (or 
better known as HPE) of most mineral 
commodities, which are subject to export 
tax, for the period of August 2020 rises 
in line with rising international prices as 
demand increased.

The Ministry of Trade said in statement 
that mineral commodities with higher 
August HPE, compared to July, are copper 
concentrates (Cu ≥ 15%) with average price 
of US$2,653.58/wmt, or up 7.60 percent; 
iron concentrates (hematite, magnetite) (Fe 
≥ 62% and ≤ 1% TiO2) at $89.64/wmt, 
up 4.88 percent; laterite iron concentrates 
(gutite, hematite, magnetite) with purity 
of (Fe ≥ 50% and (Al2O3 + SiO2) ≥ 10%) 
at $45.80/wmt, up 4.88 percent; lead 
concentrates (Pb ≥ 56%) at $737.82/wmt, 
up 5.63 percent; zinc concentrates (Zn ≥ 
51%) at $497.57/wmt, up 4.59 percent; 
iron sand concentrates (lamella magnetite-
ilmenite) (Fe ≥ 56%) at $53.52/wmt, up 
4.88 percent; ilmenite concentrates (TiO2 ≥ 
45%) at $264.26/wmt, up1.28 percent; and 
washed bauxite (Al2O3 ≥ 42%) at $21.68/
wmt, up 4.71 percent.

Commodities with lower HPE are 
manganese concentrates (Mn ≥ 49%) at 
$270.13/wmt, or down 7.28 percent; rutile 
concentrates (TiO2 ≥ 90%) at $886.35/
wmt, down 3.27 percent.

Meanwhile, HPE of iron sand 
concentrates pellet (lamella magnetite-
ilmenite) (Fe ≥ 54%) remains unchanged 
at $117.98/wmt. 
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Antam H1 revenues fall  
36% yoy

IDX-listed nickel and gold miner 
PT Aneka Tambang Tbk (IDX:ANTM), 
known as Antam, recorded sales of Rp9.23 
trillion in the first six months to June (H1), 
or 36 percent lower compared to the same 
period last year of Rp14.43 trillion amid 
coronavirus or Covid-19 pandemic.

In the period, the company’s gross 
profit amounted to Rp1.31 trillion compared 
to Rp2.15 trillion a year ago. Meanwhile, 
in Q2, 2020, the company’s gross profit 
increased 33 percent to Rp747.23 billion 
from Rp561.82 billion in Q1.

Furthermore, its operating profit in the 
first semester was recorded at Rp451.44 
billion compared to Rp732.04 billion a 
year ago. Its Q2 operating profit reached 
Rp313.90 billion, improved by 128 percent 
from Rp137.54 billion in Q1, 2020.

These achievements were propelled the 
company’s net profit figure in Q2 to rise by 
230 percent compared to a net loss in the 
previous quarter of Rp281.84 billion.

In the first half period, the company 
posted a net profit of Rp84.82 billion, 
plunged by 80.18 percent. The biggest 
contributor to the net sales were gold sales 
with a contribution of Rp6.41 trillion or 69 
percent of Antam’s total sales.

Related to the company’s gold sales & 
marketing strategy, in 2020, the company 
has been focusing to develop domestic-based 
customer in line with the public’s growing 
awareness of gold investment and positive 
tone on the company’s gold product demand 
in the domestic market, it said.

Antam H1 2020 financial highlights 
compared to H1 2019:
• Sales: Rp9.23 trillion vs Rp14.43 trillion
• Gross profit: Rp1.31 trillion vs  

Rp2.15 trillion
• Operating profit: Rp451.44 billion vs 

Rp732.04 bln
• Net profit Rp84.82 billion vs   

Rp428.0 billion

Rajawali mulls Toka 
Tindung IPO

Diversified conglomerate Rajawali 
Corpora is mulling to float shares of its 
gold mining unit PT Archi Indonesia at 
Indonesian Stock Exchange (IDX).

A Petromindo.com source said that 
the company is trying to capitalize on the 
soaring gold price.

Archi Indonesia is the owner of Toka 
Tindung gold mine in North Sulawesi 
which operates under two subsidiaries  PT 
Meares Soputan Mining and PT Tambang 
Tondano Nusajaya.

According to Archi’s website, Toka 
Tindung produced 251,000 ounces of gold 
in 2017. The mine’s contract will expire 
in 2041 with option to extend 2x10 years. 
The plant has capacity to process 3 million 
tons per annum of ore.

Gulf Manganese secures 
placement deal

ASX-listed firm Gulf Manganese 
Corporation Limited reported that it 
has signed a share placement deal with 
institutional investor.

The deal with RiverFort Global 
Opportunities PCC Ltd  will raise 
A$1,200,000 before costs at A$0.004 per 
share being a 20% discount to the last 
closing price and representing 300 million 
shares

Funding facility will commence once 
the Company has demonstrated to the 
satisfaction of the ASX that it complies 
with Chapter 12 of the Listing Rules, 
with an initial injection of A$200,000 
for immediate working capital with the 
remaining A$1,000,000 to be disbursed in 
monthly payments thereafter

The company has additionally placed 
about A$600,000 at A$0.004 per share to 
sophisticated investors and representing 
about 150m shares and issued issued 
convertible notes to sophisticated investors 
to raise a further A$500,000. Each note 
is convertible at A$0.004 with one free 
attaching option, subject to shareholder 
approval, at A$0.004 cents and a term of 
two years.

The company said the deal was to 
ensure certainty for its near term funding 
to support operations after it faced  delays 
in closing loan transaction for its East 
Nusa Tenggara manganese smelter project.

Combination of delays in loan closing 
and Covid-19 pandemic has prompted 
the company to keep East Nusa Tenggara 
manganese smelter project on care and 
maintenance. An
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I
DX-listed bauxite resources 
developer PT Cita Mineral 
Investindo Tbk (IDX:CITA) 
recorded net sales of Rp1.28 

trillion in the first quarter of 2020, 
surged 42.67 percent from the same 
quarter in 2019 at Rp894.7 billion, 
supported by metallurgical grade bauxite 
(MGM) exports.

Cita Mineral, which engages in the 
bauxite mining sector and the first Smelter 
Grade Alumina (SGA) producer in 
Indonesia through the associate entity PT 
Well Harvest Winning Alumina Refinery, 
managed to show positive results in the 
midst of the global economic conditions 
that are still not conducive.

The strong sales had also lifted the 
company’s net profit to Rp289.9 billion, 
increased by 12.5 percent or Rp 41.6 
billion, from Rp331.5 billion in the same 

period last year.
Yusak Lumba Pardede, director 

of CITA said, “With the continued 
development of WHW phase II, CITA 
obtained additional export quota of 4.04 
million tons (Mt) per year. This condition 
creates an opportunity for CITA to 
increase its production capacity up to 10 
million tons per year.”

“Whereas 8.3 million tons (of 
production) is intended for export sales 
and is expected to continue the MGB 
export until 2023, and the remaining 1.7 
million tons is allocated to supply MGB 
to be produced as SGA by the WHW,” 
he said.

At present, Cita Mineral through 
WHW is continuing the construction of 
the second phase Smelter Grade Alumina 
(SGA) refinery facility with a production 
capacity of 1 million tons which will be 

estimated to be completed in 2021. Thus, 
if the plant is operating optimally, the 
total WHW production capacity will be 2 
Mt per year.

With the relaxation of MGB exports 
up to 2023 and the WHW phase II 
completion target, it is hoped that CITA 
can maintain performance and even 
improve its performance, the company 
said in a statement.

In addition, CITA through WHW 
is the only SGA producer in Indonesia 
which is also a supplier of SGA raw 
materials for the PT Indonesia Asahan 
Aluminum (Inalum).

“Starting in 2020, WHW has 6 SGA 
supply contracts with Inalum in the total 
amount of 180,000 Metric tons. These 
contracts will increase local material 
supply and reduce imports for domestic 
industrial needs,” he said. 

[MINERALNEWS]

Cita Mineral bauxite exports lift Q1 sales
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PYX in zircon supply deal 
with Qingyuan Jinsheng

Australia’s National Stock Exchange-
listed zircon miner PYX Resources Ltd 
announced recently that it has entered 
into a binding Offtake Agreement with 
leading global zircon trading group 
Qingyuan Jinsheng ZR&TI Resources 
Co. Ltd (Jinsheng) for 250 tons per month 
of premium quality zircon over a two-
year period.

PYX will provide the premium quality 
zircon from its world-class Mandiri asset 
in Central Kalimantan. The company 
recently announced the award of an initial 
contract for the acquisition of a Mine Field 
Unit to significantly expand production 
capacity at the Central Kalimantan 
tenement to 24,000 tons per year.

Under the terms of the Offtake 
Agreement, PYX will deliver the product 
to Qingyuan/Huangpu Port, China, as 
requested by the buyer. Orders shall be 
placed by the buyer and accepted by the 
seller 60 days before each delivery.

Pricing under the Offtake Agreement 
shall be the prevailing US$ market price 
for zircon.

PYX’a  flagship asset is the Mandiri 
mineral sands deposit, located in the 

alluvium sediment rich region of Central 
Kalimantan. Boasting the world’s 5th 
largest producing deposit of zircon, 
Mandiri is a large-scale, near-surface open 
pit operation in production since 2015 
and with exploration to date validating the 
presence of additional Valuable Heavy 
Minerals such as rutile, ilmenite among 
others within its mineral sands.

Weda Bay Nickel to reach 
full production capacity

French metal firm Eramet reported 
Weda Bay Nickel ferroalloys smelter, 
which four production lines have been 
operational since May this year, has 
generated production of 4,200 tons (Ni 
content) at end-June.

Ramp-up is expected to reach nominal 
capacity of 30,000 tons of nickel content 
in NPI during the second half of this year. 
Moreover, 1.6 million wmt of nickel 
ore has been produced since October 
2019, with a current production pace of 
approximately 3 million wmt per year, in 
line with the capacity needed to supply the 
plant, the company said.

Eramet teams are currently conducting 
studies for the development of other 
projects on the island, particularly those 

concerning nickel for batteries, which 
means more good prospects for the coming 
years, the company added.

The NPI smelter is developed and 
owned by PT Weda Bay Nickel, a joint 
venture between Eramet, Newstride 
Technology (controlled by Chinese steel 
giant Tsingshan Group), and Indonesia’s 
state-controlled mining firm PT Aneka 
Tambang Tbk (Antam).

Hillgrove quits Indonesia
ASX-listed firm Hillgrove  Resources 

Limited  reported it is continuing its 
withdrawal from Indonesia.

“Hillgrove no longer has any 
Indonesian employees or ongoing 
cash outflows associated with the 
maintenance of the existing tenements,” 
the company said, adding that the 
Indonesian projects have been on care 
and maintenance since 2013 and the 
carrying value of both projects was fully 
impaired in 2015.

Indonesian Ministry of Energy and 
Mineral Resources has terminated the 
company’s mining contracts of its gold 
and copper projects at Bird’s Head in West 
Papua Province, and on Sumba Island in 
East Nusa Tenggara Province. 



COAL ASIA  AUGUST 29 - SEPTEMBER 29, 202070

[MINERALNEWS]

Govt to exempt nickel, 
copper slug from hazardous 
listing

Minister of Energy and Mineral 
Resources’ Special Staff for Mineral and 
Coal Governance, Irwandy Arif said that 
the government is likely to exempt nickel 
and copper slug, fly ash and bottom ash 
from hazardous and toxic waste listing.

“We hope the Ministry of Forestry 
and Environment would issue the 
regulation next week. The nickel slug, 
copper slug, fly ash and bottom ash are 
likely to be exempted from the list of 
hazardous and toxic waste materials,” he 
said in a webinar.

The emerging nickel industry has 
repeatedly called on the government to 
issue regulation on the fate of nickel slug 
which currently is still categorized as 
hazardous waste.

The government had pushed for the 
construction of mineral smelters as part 
of the program to develop the country’s 

downstream mining industry.
The Ministry of Industry earlier 

said its research and development units 
are seeking ways to utilize nickel slags 
produced by domestic smelters as 
industrial raw material.

Indonesia to become key 
supplier of world’s lithium 
battery content

The government has set a target that 
about 80 percent of materials needed 
by the global market to make lithium 
batteries would be produced by the newly 
developed metal smelting industries in 
Indonesia.

Coordinating Minister for 
Coordinating Minister for Maritime 
Affairs and Investment Luhut B. 
Pandjaitan said that the development 
of smelting facilities to process nickel 
ores, bauxite, and copper coupled with 
the country’s huge of mineral resources 
will transform Indonesia to become a 

key player in the global lithium battery 
production.

“With all (smelting) those projects...
we will supply 80 percent of materials 
needed to make lithium battery,” he told 
a webinar on investment amid Covid-19 
pandemic.

He said that the potential market of 
lithium batteries is hugely open since all 
countries are fighting for greener energy 
sources including in the transportation 
sector. “In addition, we are anticipating the 
mandatory use of electric cars in European 
countries by 2030,” he said.

United Tractors adjusting 
Martabe operations

IDX-listed heavy equipment provider 
and mining contracting firm PT United 
Tractors Tbk said it decided to adjust 
the operations on its gold mine project, 
Martabe Gold Mine, in North Sumatra 
Province in the second half of 2020 due to 
Covid-19 pandemic.

Martabe Gold Mine, which is operated 
by its subsidiary PT Agincourt Resources, 
showed lower gold sales in the first half 
of 2020 amid the surging gold price in the 
market.

“Health protocols have to be adjusted 
at all gold production and processing 
activities amid pandemic. We monitor 
the development month-by-month,” Sara 
K Loebis, Corporate Secretary of United 
Tractors, told Petromindo.com.

Sara declined to comment when asked 
whether UT plans to increase the gold 
production output in the second half of 
2020, when the gold price keeps increasing 
in the market. As of July 27, the gold price 
reached US$1,933.8 per troy ounce on the 
London Metal Exchange.

In the first half of 2020, Agincourt 
Resources sold 185,600 gold equivalent 
ounces, lower than 194,500 gold 
equivalent ounces in the same period  
last year. 
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EMR Minister upbeat 48 smelter projects to fully operate in 2024

M
inister of Energy and 
Mineral Resources Arifin 
Tasrif expressed his 
confidence that as many 

as 48 smelter projects that are being 
developed will be completed in 2024 in 
line with target despite the coronavirus or 
Covid-19 pandemic.

“There are 48 (nickel smelter) 
projects that we expect to be completed 
in 2024. There are indeed obstacles being 
encountered as a result of the current 
(pandemic) condition as well as other 
difficulties in developing smelters,” 
Minister Arifin said in a webinar.

Therefore, he said, the EMR Ministry 
will continue to facilitate the investors so 
that they can develop and complete the 
construction of the smelter projects in line 
with the schedule. Minister Arifin said 
Indonesia has huge nickel reserves of 21 
million tons that could last for 30 years.

The 48 nickel smelters being 
developed are located in Banten, East Java, 
Central Sulawesi, Southeast Sulawesi, 
South Sulawesi and North Maluku.

He said the low-grade nickel will 
be processed into mixed hydroxide 
precipitate (MHP), which will be used to 
produce a battery.

The MEMR said late last year that 
some of these nickel projects are expected 
to be completed in 2021, including nickel 
smelters developed by PT Huayue Nickel 
Cobalt, PT QMB New Energy Material, 
PT Adhikara Cipta Mulia, PT Vale 
Indonesia Tbk, PT Halmahera Persada 
Lygend and PT Smelter Nikel Indonesia.

According to ministry data, PT 
Huayue Nickel Cobalt is developing a 
US$1.28 billion nickel smelter at the 
IMIP Industrial Park in Bahodopi, Central 
Sulawesi Province, with an input capacity 
of 11 million tons of nickel ores per year, 

and output capacity of 60,000 tons of NI 
per year and 7,800 tons of cobalt per year.

PT QMB New Energy Material is also 
developing a $998 million smelter at IMIP 
Industrial Park with an input capacity of 9 
million tons of nickel ores per year and an 
output capacity of 50,000 tons of NI per 
year, and 4,000 tons of cobalt per year.

PT Adhikara Cipta Mulia is 
developing a nickel smelter in Southeast 
Sulawesi, with an input capacity of 2.4 
million tons of nickel ores per year, and an 
output capacity of 76,500 tons per year of 
mixed hydroxide precipitate (MHP).

PT Vale Indonesia Tbk is also 
developing a nickel smelter in Southeast 
Sulawesi with an output capacity of 40,000 
tons of NI per year, and cobalt of 6,000 
tons per year.

PT Halmahera Persada Lygend is 
developing a nickel smelter in North 
Maluku with an input capacity of 5.21 
million tons of nickel ores per year, and 
an output capacity of 96,000 tons per year 
of MHP.

Meanwhile, PT Smelter Nikel 
Indonesia is developing a smelter in 
Banten with an input capacity of 2.4 
million tons of nickel ores per year and 
an output capacity of 76,500 tons per year 
of MHP.

Minister Arifin said the development 
of the smelters is in line with the 
government’s drive to develop the 
downstream industry in the country as 
it will provide significant added value. 
The development of the smelters is also 
a mandate of the Law Number 4/2009 
and Law Number 3/2020, which requires 
mineral raw materials to be processed 
domestically.

He said one of the efforts being 
undertaken by the industry players is 
processing low-grade nickel into higher-
grade nickel ore through hydrometallurgy 
processing. 
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S
tate-owned electricity company 
PT Perusahaan Listrik Negara 
(PLN) said it is committed to 
supplying electricity to meet 

the needs of six smelter companies, mostly 
beginning from 2022.

In 2020, PLN signed an electricity 

supply agreement (SPJBTL) with six 
smelters, which are located in several 
locations.

The six smelters are PT Sebuku 
Iron Lateritic Ores, located in South 
Kalimantan with a electricity volume of 30 
MVA; PT Parenggean Makmur Sejahtera 

in Central Kalimantan with a volume of 
40 MVA; PT Ceria Nugraha Indotama in 
Southeast Sulawesi with a volume of 412 
MVA; PT Bintang Smelter Indonesia in 
Southeast Sulawesi with a capacity of 100 
MVA; PT Huadi Nickel Alloy in South 
Sulawesi with a capacity of 190 MVA; 
and PT Kapuas Prima Citra in Central 
Kalimantan with a capacity of 2.5 MVA.

“On average, the electricity will 
be transmitted from early 2022,” said 
Director for Commercial and Customer 
Management of PLN, Bob Saril, told 
Petromindo.com Thursday (24/07).  The 
electricity supply contract lasts for at 
least 15 years.

As for smelter Huadi Nickel Alloy, 
PLN will add the electricity supply 
capacity by 90 MVA from the end of 
this year and the remaining needs will be 
transmitted in 2021.

The electricity to smelter owned by 
Parenggean Makmur Sejahtera will be 
delivered in 2021, Bob Saril, said.

Based on the SPJBTL that have been 
signed, PLN also has the obligation 
to develop transmission lines. As 
for transmission line to Sebuku Iron 
Lateritic Ores, PLN will construct 106 
high-voltage transmission lines (SUTT) 
with a capacity of 150 kV along 36.64 
kilometers circuit (kmc).

PLN President Director said when the 
SPJBTL was signed recently that PLN 
is committed to supplying the electricity 
needs of both large and small corporations 
or industries. The commitment is an effort 
of PLN to raise the national electricity 
coverage ratio.

The electricity ratio as of the end 
first quarter of 2020 has reached 98.93 
percent. The government has set a target to 
raise the electricity coverage ratio to 99.9 
percent by the end of 2020. 
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PLN committed to supplying electricity to six smelters
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P
EFINDO has affirmed its 
“idA” ratings for PT Timah 
Tbk’s (TINS) Bond I, Phase 
I/2017 - Serie A of IDR480 

billion and “idA(sy)” for its Sukuk Ijarah 
I, Phase I/2017 - Serie A of IDR120 billion 
that will mature on September 28, 2020. 
The Company plans to repay its maturing 
debts using restricted cash of IDR160 
billion and value-added tax (VAT) 
restitution of IDR471 billion, and TINS 
will preserve its excess cash of minimum 
IDR100 billion per month (started in June 
2020). It had cash and cash equivalent 

of IDR1.0 trillion as of June 30, 2020. 
However, we still maintain its negative 
outlook for TINS’ “idA” corporate 
rating to anticipate weak EBITDA due 
to lower than expected tin selling price if 
COVID-19 prolongs and further lowers 
the global demand for tin.

Debt security rated idA indicates 
that the issuer’s capacity to meet its 
long-term financial commitments on 
the debt security, relative to other 
Indonesian issuers, is strong. However, 
the issuer’s capacity is somewhat more 
susceptible to adverse effects of changes 

in circumstances and economic conditions 
than higher-rated issuers.

Suffix (sy) indicates the rating 
mandates Islamic principles compliance. 
Founded in August 1976, TINS is a 
vertically integrated mining company in 
Indonesia focused on producing tin ingots. 
Its main mining operations are in Pangkal 
Pinang, Bangka Belitung. As of March 
31, 2020, its A class shares were owned 
by the Indonesian government, and its 
B class shares by PT Indonesia Asahan 
Alumunium (Persero) (65.0%) and the 
public (35.0%). 

Pefindo: PT Timah Tbk’s maturing Bond rated “idA”, Sukuk “idA(sy)”
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P
T RMK Energy, coal logistics 
provider in South Sumatra 
Province, aims to ramp up the 
coal railway transport capacity 

up to 15 million tons by 2021. To achieve 
the milestone, RMK Energy is expanding 
the existing unloading and barge loader 
facilities, and constructing new coal 
loading facility.

RMK Energy in collaboration with 

state-owned PT Kereta Api Indonesia 
(KAI) provides coal railway transport 
for coal producers in coal-rich region 
of South Sumatra, such as Lahat and 
Muara Enim Regencies. KAI provides 
the railway and locomotives while RMK 
Energy offers coal handling activities 
from loading station to barges.

“As of today, we are ready to 
transport up to 12 million tons of coal 

a year, but there is less volume from 
customers. It will be up to 15 million 
tons by next year,” Tony Saputra, 
President Director of RMK Energy, said 
to CoalAsia recently referring to installed 
coal handling capacity.

Coal producers in South Sumatra 
which utilize railway to transport coal 
have to secure contract with PT KAI 
and comply with minimum coal volume 

RMK Energy aims 15 million 
tons capacity by 2021
By Tri Subhki R.
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of 75,000 tons per month. On the other 
side, coal producers also have to secure 
contract with RMK Energy that should 
do coal handling from loading to barge.

RMK Energy currently serves six 
coal producers in South Sumatra and 
Tony stated that the company aims to 
transport 6 million tons of coal this year. 
The company is expected to secure three 
new customers soon.

“In near future, maybe in September, 
there will be three new customers that 
will sign contract and use KAI railway, 
namely PT Mustika Indah Permai, PT 
Manambang Muara Enim and PT Truba 
Bara Banyu Enim,” Tony said. 

Tony added that if those three new 
customers start using railway soon, RMK 
Energy is estimated to transport coal up 
to 9 million tons in 2021.

“We are developing loading facility 
at Gunung Megang and estimated to be 
completed by November this year,” Tony 
said referring to railway station in Muara 
Enim Regency. The Gunung Megang 
loading facility locates 111 kilometers 
from the coal unloading facility at 
Simpang Station, Palembang.

Tony said that coal railway transport 
is relatively more efficient compared 
to trucking. By using railway, coal 
producers should only pay Rp670 per ton 
per kilometer plus 10 percent VAT. “If 
they use trucking, the fee may be around 
Rp800-Rp1,000 per ton per kilometers,” 
Tony said.

As a coal handling provider from 
loading to barge, RMK charges fees for 
loading, unloading and barge loading 
at the port. RMK is expanding the 
capacity of coal unloading facility in 
Simpang Stasion and its port in Musi 2, 
Keramasan. “All expansion plans are 
expected to complete by the end of this 
year,” Tony said. 

Currently, RMK Energy operates two 
unloading facilities so-called CY1 and CY2 

and is developing CY3 that will use more 
advanced unloading technology which 
equipped with 7 kilometers-long conveyor 
belt that will transport coal to the stockpile. 
At the port, RMK Energy operates three 
lines of barge loading conveyors.

In addition, RMK Energy is 
developing new unloading facility in 
Gunung Megang which will utilize Train 
Loading System (TLS). Tony said that 
TLS will provide more accurate coal 
loading to the containers. 

New customer
Recently, PT Truba Bara Banyu 

Enim (TBBE), a coal producer in Muara 
Enim Regency, signed a 5 year contract 
with KAI to transport minimum 14 
million tons of coal. TBBE, a subsidiary 
of RMK Energy, signed a take-or-pay 
contract which obliges the company to 
supply minimum volume, otherwise it 
will be fined by KAI.

“For the first year, the volume is 1 
million ton, starting from November 
this year to November 2021. This is a 
minimum volume, so it may be more 
than 1 million ton,” Tony said.

In the second year, TBBE has to 
ramp up the volume up to 2 million tons, 
then increase to 3 million tons in the third 
year, and more volume up to 4 million 
tons in the fourth and fifth year.

“By the contract signing, it also 
means that coal loading facility at 
Gunung Megang Station is officially 
developed,” Tony said. RMK develops 
this loading facility which located at 
TBBE’s concession and estimated to 
operate in November this year.

Tony added that the coal loading 
facility can be utilized by other coal 
producers in Muara Enim, such as 
PT Wiraduta Sejahtera Langgeng, PT 
Manambang Muara Enim, PT Duta Bara 
Utama and PT Pasifik Global Utama. 

Left to right: Rein Wirawan Gazalba, Corporate Deputy Director Freight Marketing &  Sales of PT KAI; 
Maqin Norhadi, Director of Commerce of PT KAI; Tony Saputra, President Director of PT RMK Energy; 
Agus Karyanto, President Director of PT TBBE.
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Adaro’s coal output, sales volume down
By Romel S. Gurky

I
DX-listed coal giant PT Adaro 
Energy Tbk said that coal production 
and sales volume declined in the 
first half of this year (1H20) due 

to unfavorable weather and market 
conditions.

Adaro said in a statement that coal 
production in 1H20 totaled 27.29 million 
tons (Mt), 4 percent lower compared to 
the first-half period of last year (1H19).  

Meanwhile, coal sales volume in 
1H20 of 27.13 Mt was 6 percent lower 
y-o-y. “The strong start that we had in 
1Q20 was followed by a contrasting 
weak period in 2Q20 as we experienced 
prolonged rainy season at our operational 
areas and lower demand due to slower 
global economy and lower industrial 
electricity  demand  as  a  result  of 
COVID-19 lockdowns,” Adaro said in 
the statement.

The company said it removed 103.01 
million bank cubic meter (Mbcm) of 
overburden in 1H20, 19 percent decline 
y-o-y, in line with its guidance to lower 
strip ratio this year. Adaro Energy’s strip 
ratio in 1H20 was 3.77x.

The company said that in 2Q20 it 
produced 12.88 Mt and sold 12.74 Mt 
of coal, 13 percent and 17 percent lower 
compared to the same period in 2019, 
respectively.

Total  overburden  removal  in  2Q20  
was 53.25Mbcm, 19 percent lower y-o-y 
which resulted in a strip ratio of 4.13x.   
“Our operations were affected by longer 
wet season that lasted up until June with 
heavier rainfall volume and longer rain 
hours than usual.”

Breakdown of Adaro Energy’s coal 
production in 1H20 is as follows.

- PT Adaro Indonesia (AI) produced 
23.96  Mt  in  1H20,  6 percent  lower  
compared to 1H19. Sales of AI’s coal in 
1H20 reached 25.96 Mt, 7 percent lower 
y-o-y.

- Total coal production from 
Balangan Coal Companies in 1H20 was 
2.31 Mt, or 2 percent increase y-o-y.

- In 1H20 Adaro Metcoal Companies 
(AMC) coal production and coal sales 
volume reached 0.72 Mt, 20 percent 
increase and 6 percent increase y-o-y.

- In 1H20, coal production and 
sales from Mustika Indah Permai (MIP) 
reached 0.31 Mt and 0.30 Mt.

- In 1H20, saleable production at 
Kestrel Coal Mine (Kestrel) reached 
3.10Mt and sales reached 3.25 Mt, 10 
percent lower and flat y-o-y

Adaro said that the COVID-19 
lockdowns affected many of its 
customers as power demand in their 
respective countries weakened. On top  

of the  adverse  impact  from COVID-19, 
uncertainties  from import policy in 
several countries added burden to the 
already imbalanced coal market.

Due to difficult market condition, the 
revises some of its guidance for 2020 to 
be as follow:

- Coal production: 52 Mt –54 Mt 
(compared to previous production 
guidance of 54Mt-58Mt).

- Operational EBITDA: $600 million 
–$800 million.

- Capital expenditure: $200 million 
–$250 million.

Adaro said strip ratio guidance for 
2020 remains at 4.30x.  “Our new coal 
production target is approximately 
10% lower y-o-y compared to 2019, 
mainly driven by lower thermal coal 
production.”

“Furthermore, we have better  
visibility on  our volume as it  is our 
strategy to  deal  directly with end users. 
We have adjusted our Operational 
EBITDA guidance to reflect lower 
average selling price estimate due to 
declining global coal prices, and after 
evaluating our investment plan for this 
year, we are able to lower our capital 
expenditure (capex) guidance by 
determining our investment priorities,” 
the company said. 

 Units 2Q20 1Q20 2Q20  
vs. 1Q20 2Q19 2Q20  

vs. 2Q19 1H20 1H19 1H20  
vs. 1H19

Coal production Mt 12.88 14.41 -11% 14.73 -13% 27.29 28.47 -4%

Sales volume Mt 12.74 14.39 -11% 15.42 -17% 27.13 28.77 -6%

Overburden Removal Mbcm 53.25 49.76 7% 65.99 -19% 103.01 127.49 -19%

 Adaro Energy’s operating performances
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GX-listed coal mining firm 
Golden Energy and Resources 
Limited (GEAR) reported 
revenue in the first six-month 

ending 30 June 2020 (1H2020) reached 
US$593.5 million, an increase of 18.6 
percent compared to the previous 
corresponding period (1H2019).

GEAR said in a statement Friday that 
it turned in a net profit of $35.0 million 
in 1H2020, a year-on-year surge of 40.5 
percent.

 “Despite the economic headwinds, 
we are pleased to report an excellent 
performance for 1H2020. This 
demonstrates our ability to drive 
organic growth as we remain resilient 
to the challenges brought about by the 
COVID-19 pandemic. While the coal 
mining industry inadvertently faces 
challenges due to global efforts towards 
renewable energy, developing countries 
in the South Asia region continue to 
depend heavily on coal for their energy 
needs. With our mines strategically 

located in the region, we are well 
positioned to capture this demand,” said 
Executive Director and Group CEO of 
GEAR, Fuganto Widjaja in the statement.

 The company said the Coal Mining 
Division reported revenue of $574.2 
million in 1H2020, a significant increase 
of $121.4 million or 26.8 percent from 
$452.7 million in 1H2019, underpinned 
by higher sales volume of thermal coal as 
well as revenue from metallurgical coal 
following the acquisition of Stanmore 
Coal Limited in May 2020.

Average selling price of thermal coal 
decreased by 6.8 percent from $35.80 
per ton in 1H2019 to $33.38 per ton in 
1H2020. The decrease in average selling 
price was offset by a 32.0 percent increase 
in sales volume from 12.6 million tons in 
1H2019 to 16.7 million tons in 1H2020.

The group continues to leverage 
on its key production asset PT Borneo 
Indobara (BIB), which has low strip ratio, 
to reduce coal production costs. Cash 
cost (excluding royalty) for 1H2020 was 

$22.53 per ton as compared to $23.56 
per ton in 1H2019, representing an 
improvement of 4.4 percent. Decline in 
cash cost was primarily because of lower 
strip ratio, lower fuel rates, and decline in 
contractor rates.

GEAR said production volume for 
1H2020 increased by 4.0 million tons or 
31.7 percent to 16.5 million tons, up from 
12.6 million tons in 1H2019.

The Coal Trading Division reported 
a decrease in revenue by $28.6 million 
or 62.5 percent from $45.7 million in 
1H2019 to $17.1 million in 1H2020 
mainly due to lower sales volume and 
average selling price.

Revenue from Non-coal Businesses 
increased by $0.3 million to $2.2 million 
in 1H2020 mainly due to dividend 
income from shares of Stanmore Coal 
before it became a subsidiary of the 
company.

As at 30 June 2020, the group 
maintains a robust balance sheet with cash 
and cash equivalents of $220.0 million. 

GEAR reports higher revenue, profit

US$’000 1H2020 1H2019 % Change
Revenue 593,537 500,377 18.6
Gross Profit 216,978 172,750 25.6
Net Profit After Tax 35,025 24,937 40.5
Net Profit attributable to Owners of GEAR 16,496 12,458 32.4
EPS (US cents) 0.70 0.53 32.1

GEAR’s first six-month 2020 financial performance
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DX-listed coal mining firm PT Harum 
Energy Tbk said the opening up of a 
new coal mining block, called Block 
D, in East Kalimantan by subsidiary 

PT Mahakam Sumber Jaya (MSJ) may be 
slightly delayed to the fourth quarter of 
this year from an earlier schedule of the 
third quarter due to permitting delays. 

“The development of Block D is 
eagerly awaited, for it will provide a 
range of products valued by the North 
Asian markets - in particular the Japanese 

market, that attaches a premium to 
high-energy thermal coal specifications,” 
Harum said in a recent update statement 
of its third quarter (3Q)  operations .

The company said that at MSJ 
operations, both waste removal and strip 
ratio will trend downwards in 3Q, in 
response to market conditions where coal 
price has tumbled due to falling demand 
and oversupply.

Elsewhere, the company said it has 
re-established mining operations at PT 

Karya Usaha Pertiwi (KUP), another 
subsidiary, in the first-half (H1) of 
2020.  Unfortunately, because of the 
downturn in the market the production 
run-rate will be held below the planned 
level of 1 million TPA (as advised within 
the previous quarterly update).  

 “Until we see strong signs of market 
recovery, the company will remain 
conservative with the production levels at 
KUP during the remainder of this year.

Harum said operations at another 

Harum anticipates delay in  
the opening up of new coal block

Harum anticipates delay in  
the opening up of new coal block

http://www.harumenergy.com/id
http://www.harumenergy.com/id
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subsidiary PT Santan Batubara (SB) for 
all intents and purposes has now been 
completed within the Uskap mining 
area. The remaining coal inventory 
will be mined and transported to the 
company’s processing and barging 
loading facility over the 3Q and 
4Q. SB will again enter a period of 
temporary care and maintenance with 
this suspension of activities.  “This 
suspension will hold until operations 
can commence in the Birawa mining 
block to the west of Uskap,” the 
company said.

The company’s other asset, PT 
Tambang Batubara Harum (TBH), 
remains suspended. As advised in 
previous updates, a short construction 
window will be required prior to 
commencement of mining.  “The 
construction and start- up of TBH is of 
course subject to a marked improvement 
in the coal market,” said Harum, whose 
coal concessions are all located in 
Kalimantan.

Sales volume
Harum saw sales volume in the first-

half (1H) of this year fell by 21.7 percent 
year-on-year, amid weak global coal 
market condition.

The company said in a recent 
statement that it produced 0.7 million 

tons (Mt) of coal in 2Q 2020, which 
brings its total production in the first six 
months of 2020 to 1.6 Mt, or similar to 
the production level in 1H 2019.

The company’s sales volume in 
2Q 2020 decreased to 0.7 Mt from 1.0 
Mt in the previous quarter, mainly due 
to delayed shipments.  “Overall, the 
company’s sales volume was 1.6 Mt in 
1H 2020, or 21.7 percent lower from 
the same period a year ago at 2.1 Mt,” 
Harum said.

The Average Sales Price (ASP) 
achieved by the company in 2Q 2020 
was US$55.3 per ton compared with 
$60.5 per ton achieved in 1Q 2020. The 
company’s ASP decreased quarter- on-
quarter as a result of the global coal 
prices that had been on a downward 
trend since the start of 2Q 2020, as 
indicated by the GC NEWC index which 
had declined on average by 19 percent 
quarter- on-quarter.

The company’s ASP for the first six 
months of 2020 declined by 7.5 percent 
to $58.3 per ton from $63.0 per ton in 
1H 2019, which was also in line with 
the downtrend of global coal prices 
during the period. In absolute terms, 
the ASP achieved by the company in 
1H2020 is still relatively higher than the 
prevailing market prices, mostly due to 
the company’s effort in fixing its sales in 

advance when market prices was higher, 
Harum explained.

As a result of lower sales volume and 
lower ASP, the company recorded lower 
revenues in 2Q2020 of $41.4 million, 
which decreased from $61.2 million in 
1Q 2020. This brought the company’s 
revenues in 1H2020 to $102.5 million, 
or lower by 26.6 percent from $139.8 
million in 1H 2019.

In 2Q 2020, the company said it 
was successful in pushing its production 
cash cost per ton down by 10.7 percent 
from the previous quarter. The lower 
production cost was achieved through 
lower overburden removal expense, 
lower operational expenses, and lower 
average fuel costs compared with the 
previous quarter.

For the first six months of 2020, the 
company’s overall production cash cost 
decreased by 10.8 percent compared 
with the same period a year ago, which 
resulted from a decrease in overall SR to 
9.3X from 10.9X in 1H 2019 as well as 
lower average fuel costs, Harum said.

The company operates coal mines 
in Kalimantan through five subsidiaries, 
namely PT Mahakam Sumber Jaya 
(MSJ), PT Santan Batubara (SB), 
PT Karya Usaha Pertiwi (KUP), PT 
Tambang Batubara Harum (TBH) and PT 
Bumi Karunia Pertiwi (BKP). 

1Q2020 2Q2020 Q-o-Q 
change 1H2019 1H2020 Y-o-Y 

change

Sales volume (million ton) 1.0 0.7 -26.6% 2.1 1.6 -21.7%

Average Sales Price (US$/ton) 60.5 55.3 -8.6% 63.0 58.3 -7.5%

Revenues (US$ million) 61.2 41.4 -32.4% 139.8 102.5 -26.6%

EBITDA (US$ million) 12.5 9.4 -24.4% 24.9 21.9 -12.1%

Net profit attributable to 
owners of the parent (US$ million) 0.8 21.1 2469.7% 12.7 21.9 73.0%

Harum’s financial, operating performances



COAL ASIA  AUGUST 29 - SEPTEMBER 29, 202080

M
oody’s Investors Service 
has affirmed the Caa3 
corporate family rating 
(CFR) of Geo Energy 

Resources Limited and the Caa3 
senior unsecured guaranteed notes 
issued by Geo Coal International Pte. 
Ltd., a wholly-owned subsidiary of 
Geo Energy.

At the same time, Moody’s has revised 
the outlook to stable from negative.

“The ratings affirmation and outlook 
revision to stable reflects the reduction 
in near-term refinancing risk for Geo 
Energy, as its mine license extensions 
and higher coal reserves will help it 
meet the conditions required to prevent 
the triggering of a put option on its US 

dollar notes in April 2021,” says Maisam 
Hasnain, a Moody’s Assistant Vice 
President and Analyst.

Ratings rationale
On 13 August, Geo Energy announced 

that it had secured mining license 
extensions for its two operating mines, 
PT Sungai Danau Jaya (SDJ) and PT 
Tanah Bumbu Resources (TBR) to 2027 
and 2028, respectively, from 2022. The 
company also announced that SDJ and 
TBR have increased their combined coal 
reserves to 87.5 million tons (MT) as of 30 
April 2020, up from 64.8 MT at the end of 
2019 [1].

Both of these factors indicate the 
company will satisfy the minimum reserve 

conditions needed to prevent the triggering 
of a put option on its outstanding US dollar 
notes. These minimum reserve conditions 
include (1) extension of existing mining 
licenses at SDJ and TBR to beyond 4 
October 2025 and (2) having more than 
80 MT of coal reserves, with the reserves 
measured no earlier than six months before 
4 April 2021.

As a result, Moody’s expects the notes 
will mature as originally scheduled in 
October 2022. This affords the company 
more time to improve its credit profile 
and increase cash generation prior to its 
outstanding notes maturity.

However, with total proved and 
probable reserves of 87.5 MT as of 30 
April, Geo Energy has a relatively short 

COMPANIES

Moody’s affirms Geo Energy’s Caa3 ratings 
and revises outlook to stable
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reserve life of about seven years at its 
target production level of 12 MT per 
annum.

“Moreover, the company’s low cash 
buffer, which has declined considerably 
this year on continued debt buybacks, 
constrains its scale and limits its ability 
to make acquisitions in order to grow and 
replenish its declining coal reserves,” adds 
Hasnain, also Moody’s Lead Analyst for 
Geo Energy.

Over the last nine months, Geo Energy 
has used its cash on hand to repurchase 
around $190 million of its original $300 
million principal amount on its US 
dollar notes at a considerable discount 
to the original par value. In March 2020, 
Moody’s recognized the company’s 
discounted buybacks as a distressed 
exchange, which is a default under the 
rating agency’s definition.

While Geo Energy’s financial leverage 
and interest costs have fallen, the bond 

buybacks have crystallized a significant 
loss of value for creditors relative to the 
original obligation. In addition, although 
the near-term refinancing risk has been 
alleviated, it has not been entirely 
eliminated, given $110 million of notes 
will mature in October 2022.

Moody’s expects Geo Energy to have 
sufficient cash to meet its cash needs over 
the next 18 months, but without a material 
improvement in coal prices, its cash buffer 
will likely be insufficient to repay its 
outstanding notes when they come due in 
October 2022.

Moody’s also expects Geo Energy’s 
ability to raise debt to refinance its 
outstanding notes will be challenging 
because the company’s credit profile 
will weaken as its existing coal reserves 
continue to decline.

ESG considerations
Geo Energy faces elevated 

environmental risks associated with the 
coal mining industry, including carbon 
transition risks as countries seek to reduce 
their reliance on coal power.

Geo Energy’s two operating mines are 
adjacently located in South Kalimantan 
and vulnerable to adverse weather. For 
example, operations at one of its mines 
were temporarily halted for around a week 
in June 2019 due to prolonged flooding.

Geo Energy is exposed to social 
risks associated with the coal mining 
industry, including health and safety, 
responsible production and societal 
trends. The company has implemented an 
Environmental and Social Management 
System, which seeks to address issues such 
as workplace health and safety procedures, 
and local community development.

With respect to governance, Geo 
Energy’s ownership is concentrated in its 
promoter shareholders, who own around 
39% of the company. Other governance 
risks entail the company’s financial 

policies including willingness to use cash 
for discounted notes repurchases, resulting 
in a loss of value for creditors relative to 
the original obligation.

Outlook
The outlook is stable, reflecting 

Moody’s expectation that Geo Energy will 
have sufficient cash sources to meet its cash 
needs over the next 12-18 months, and that 
it will maintain sufficient coal reserves to 
prevent a put option being triggered on its 
US dollar notes in April 2021.

Factors that could lead to an upgrade or 
downgrade of the ratings

Moody’s could upgrade the ratings if 
Geo Energy (1) improves its earnings and 
operating cash flow on a sustained basis, 
(2) maintains a sufficient cash balance to 
meet its cash needs over the next 12-18 
months, and (3) increases its coal reserves.

On the other hand, Moody’s could 
downgrade the ratings if (1) Geo Energy’s 
cash balance declines materially, such that 
its cash sources would not be sufficient to 
meet its needs over the next 12-18 months, 
or (2) there is an unforeseen reduction in 
coal reserves when Geo Energy updates its 
coal reserve report in October.

The principal methodology 
used in these ratings was Mining 
published in September 2018 and 
available at https://www.moodys.
com/researchdocumentcontentpage.
aspx?docid=PBC_1089739. Alternatively, 
please see the Rating Methodologies page 
on www.moodys.com for a copy of this 
methodology.

Established in 2008 and listed on 
the Singapore Stock Exchange in 2012, 
Geo Energy Resources Limited is a coal 
mining group with mining concessions in 
South and East Kalimantan. Its promoter 
shareholders, including Charles Antonny 
Melati and Huang She Thong own around 
39% of the company. 
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ABL: Navigating new ventures
By Tri Subhki R and Adianto P Simamora

PT Asian Bulk Logistics (ABL), 
an integrated sea logistics & 
infrastructures provider, fully 
understands about the challenges 

ahead in global commodity sector coupled 
with the current economic uncertainties 
due to COVID-19 pandemic. Hence, 
ABL navigates into new ventures by 
diversifying its services not only for coal 
but for also other commodities, namely 
bauxite, nickel and floating storage and 
regasification unit (FSRU).

ABL recently managed to achieve 
significant phase as an ocean going 
vessel owner and operator. 

“We purchased one Panamax Vessel, 
Bulk Batavia to transport coal within 
Indonesian’s water from Kalimantan to 
others islands,” Ika H Bethari, President 
Director & CFO of PT Asian Bulk 
Logistics told CoalAsia recently.

Ika discussed about the ABL’s new 
ventures and how the company maintains 
its position as a reliable sea logistics 
provider, not only in domestic but also 
foreign markets.

The excerpts are as follow:
Can you explain how the ABL 

operation in the aftermath of corona 
virus pandemic which also cause 
uncertainties on global economy?

I believe the world after coronavirus 
pandemic will never be the same. At least 
in the next five years, the world economy 
will not be back to its growth level as 
before the pandemic. 

This pandemic has extremely 
accelerated growth in e-commerce business 
– now millions of people are becoming 
more accustomed to shopping online. Ika H Bethari, President Director & CFO of PT Asian Bulk Logistics

FOCUS
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When business are pushed to close 
their physical doors and people shelter at 
home, it is a game-changer to the world 
business model and industry. 

Nevertheless, in a couple of years 
to come, international travel, business 
as well as personal; is expected to still 
bare minimum. People will be cautious 
about travelling inter-countries, thus 
transportation as well as hospitality and 
tourism industries will not be back in the 
years to come.

The supply chain issue is predicted 
because of major supply disruption around 
the world when China shuts down its 
production months during lockdown period. 
Now when they resume their production, 
there will be logistics bottleneck to move 
goods around the world. This would 
probably create spikes in air as well as sea 
freight as a result for the rest 2020.

Nonetheless, in the medium term, as 
a result of this pandemic, every country, 
every single individual naturally will limit 
their physical business as well as individual 
interaction to be our new normal.

Ports and airports will implement 
restrictions, trying to contain the spread 
of the virus. We cannot predict when this 
lock down and limitation will end. Thus, 
it would be hard to predict what the bulk 
sector would perform in a year to come 

With this uncertainty and limitation of 
goods and cargo movement, it is expected 
that Indonesia as well as other countries in 
the world will protect their domestic trade.

In Indonesia itself, we hope with 
expected growth in the nickel industry 
and the development in eastern part of 
Indonesia, there will be abundant sea 
cargo traffic within Indonesian water. 

Can you update us about ABL’s 
current operations in Indonesia’s mining 
industry?

PT Asian Bulk Logistics (ABL) 
currently manages almost 10 Cargo 

Transfer Ships and floating cranes, in 
Indonesia for coal and in Guinea Africa 
for Bauxite. Given the size, ABL is one 
of the largest in terms of capacity and 
volume of cargo transfer ships in the 
world. In 2019 we transported almost 27 
million tons with our CTS. 

In addition, we manage and operate 
almost 100 fleets of barges, more than 50 
fleets are in East Kalimantan, more than 30 
are in South Kalimantan, and around five 
fleets are in Sulawesi and Eastern part of 
Indonesia for split rocks. On the barging 
side, we are amongst the largest barging 
company in Indonesia and Asia. In 2019, 
we transported more than 55 million tons 
with our barging fleets that translated into 
more or less 10% market share.

We are fortunate to have some of our 
assets deployed to other commodities 
than coal. We have one of our CTS 
operates in Guinea Africa to support 
bauxite logistics of ALM Shipping 
Management Ltd, some of our barging 
fleets are deployed to Sulawesi 
supporting split rock transportation. 

Our operation in Africa, 
transporting bauxite from feeder barges 
to mother vessel at loading rate of  
33.000 tpd (ton per day).

This loading rate is exceptional given 
the fact that bauxite is naturally more 
sticky that requires special handling. “Our 

technical and operational experts did 
some modifications to enhance our CTS/ 
equipment capabilities in way to cope 
with bauxite specification.

This June we have just started 
our ocean going vessel – Panamax 
– operation in transporting coal 
domestically within Indonesian’s water. 

Our focus in 2020 is to maintain 
services excellence to the existing 
projects and contracts whilst growing 
mother vessel business. In infrastructure 
business, we are completing a new port 
development and are going to operate it 
by 4th Q this year.  And off course, with 
the profound inevitably changes in coal/
energy landscape, we have to reduce our 
dependency to coal related projects. 

Align with that, we are now 
evaluating more opportunities in 
bauxite or other commodities in either 
Africa, Indonesia and Australia. We 
also working on getting transformation 
project of 52 Power Plans in Indonesia 
and most likely to get into infrastructure 
projects in Australia.

How do you see the current condition 
of shipping industry both in global 
and domestic markets? What are the 
opportunities and challenges for ABL in 
this current situation?

Cargo Transfer Ship (CTS)  plays 
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pivotal roles in coal logistics in 
Indonesia. With the geographical 
constraint where not all coalmines in 
Kalimantan and Sumatra are near to the 
coast, and in some areas even if it is 
near to the coast the depth of port is not 
enough to accommodate berthing of big/
mother vessels.  Thus, CTS stationed at 
an anchorage point is a good solution.

In some mine areas where coal 
reserve/resources don’t justify the 
economic to build an onshore/fixed port, 
thus CTS as “moveable port” is one of 
the best alternatives for the coal logistics. 
Once the reserve is fully mined, the CTS 
can be then relocated to other area.

Our CTS is one of a kind, with 
the double cranes and conveyor belt 
system equipped with a metal detector, 
it can load up to 50 thousand tons 
per day, compared to a conventional 
floating crane that can only load up to a 
maximum 24 thousand tons per day.

Our double cranes CTS surely not 
only provides much faster loading 
speed, but it would hinder a 100% 
loading disruption as when one 
crane is down, the other one can still 
be operated. This is critical in coal 
logistics to ensure your loading time 
commitment to your client and to avoid 
any demurrage cost or penalty.

Our CTS’s conveyor belt system is 
equipped with a metal detector to ensure 
there will be no contamination on the 
loaded coal.

To enhance our CTS competitiveness, 
two hoppers are installed so that our 
CTS can perform blending tailored to the 
client product needs. We can adjust the 
blending formula for example 70% of 
coal B with 30% of coal C, or 60%: 40% 
or any desired blending percentage.

Whilst it is designed to cater our 
clients’ specific needs, it does not mean 
our CTS is rigid or not flexible for any 
other bulk commodities  usage. The  

fact in Guinea Africa, we modified our 
CTS in such ways to be able to transport 
sticky bauxite with optimum loading rate. 
Some modifications such as the change 
of grab and technical modifications on 
the hoppers have been proven to maintain 
the effectiveness of our CTS operation.

The coal industry is one of the 
hardest hit by the covid pandemic. 
When China’s industries shut down 
in December through February, the 
total worldwide coal trade plummeted. 
Off-course the coal transported from 
Indonesia reduced significantly, hence 
our business affected.  

And now even though business and 
manufacturing in China slowly resume 
back to normal, China’s government still 
impose several restrictions on coal import.

Safety, health measures, as well as 
some other restrictions applied to any 
cargo arriving to China’s port.

The expected decrease of China’s 
imports would likely exacerbate coal 
exporters as well as coal logistics 
company like ABL, which are already 
upending due to weak demand since the 
pandemic.

On the demand side, as the other 
part of the world majority are continue 
in lockdown,  businesses still close 
their door, people shelter at home and 
the limitation of goods movement, 
inevitably, the demand for China’s 
products has not yet resume  to normal, at 
least not in a year to come I believe.

With the uncertainty that the global 
economy and business will back to a 
new normal, we prudently plan our 
growth. We don’t want to spend capital 
expenditures with high investment risks, 
however, we don’t want to miss any good 
opportunities. Thus unless it is backed up 
with medium to long term contract, we 
will not spent any capital expenditures.

What is your view about the current 

nickel mining and nickel smelting projects 
in Indonesia? How the ABL would tap the 
nickel market in Indonesia?

Last June, we managed to achieve 
significant phase of our growth where 
we begin our venture as an ocean going 
vessel owner and operator. We purchased 
one Panamax Vessel – Bulk Batavia – 
and operated to transport coal within 
Indonesian’s water from Kalimantan to 
others islands. 

Other dry bulk commodities was 
exported from Indonesia is nickel ore. 

Indonesia was one the largest nickel 
ores exporters until the Government of 
Indonesia issued the Law No 4 in 2009 
that does not allow the un-processed 
nickel ores exported but instead 
requires the ores to be processed first in 
Indonesia. 

With this law, it is expected the value 
added industry will be established and 
the need for raw materials of nickel based 
intermediate/ downstream industry that in 
the past were met from export, will then 
be provided locally. 

The creation of value added facilities 
such as smelters is also expected to boost 
the state revenue and increase absorption 
of local labour.

Under this law, the companies and 
investors are required to build smelter 
for processing and refining of nickel ores 
into ferronickel, Nickel. Pig Iron (NPI) 
and nickel mattes. 

There are currently around 10 
smelters in addition to 3 existing smelters 
in Indonesia that have been completed 
and in operation. Another 14 smelters are 
now under constructions.

With these many new smelters in 
operation, it is not only boosting nickel 
based industries in Indonesia, but also 
increase the domestic coal consumption 
for the smelters’ power plants.

As a result, coal movement and 
transportation from Kalimantan to 
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Sulawesi and other parts of East 
Indonesia increase as well as the 
needs for sea logistics support and 
infrastructures. This not only by barge 
but also by bigger vessels such as 
handymax and panamax.

In addition, the nickel operation 
requires many barges to transport nickel 
ores from many small islands to the  
nearby smelter facilities. In some cases 
they also requires floating cranes for the 
discharging operation.

Having said that, certainly there are 
handful opportunities for ABL in this 
nickel related business.

What are ABL’s strategic plans to 
navigate through the current challenges 
in mining industry? 

On the energy side, even though 

with the current domestic needs and 
exports’ number prior to pandemic, 
Indonesia still has sufficient coal 
reserves until 2050, Indonesia is 
definitely diversifying from coal.

I believe in its effort to diversify 
from coal, the Indonesian Government 
has announced the conversion of its 52 
Power Plant from various fuels to gas. 

As the needs for power plant is well 
spread across many islands in Indonesia, 
it is considered more economic to have 
an offshore instead of onshore electricity 
generation facilities and infrastructure.

Thus a floating storage and 
regasification unit/facility (FSRU) have 
been built in several areas such as Benoa 
Bali, Amurang Sulawesi and some other 
parts of the country. 

This creates opportunities for a 

company like us ABL, who have quite 
extensive experience in operating an 
offshore/sea logistic infrastructures. This 
FSRU has similarities with transhipments 
we operate for coal, in a sense that it has 
some equipment installed in a vessel/
barge that is floating in the sea.

The diversification to gas surely 
requires a support of a feeder gas tanker to 
bring gas to FSRU. Firsty, because not in 
every power location have nearby natural 
gas resource. Thus they have to bring the 
gas from other parts of Indonesia and/or 
import from other countries.

Secondly, we can’t deny the fact 
that supply gas from domestic is more 
expensive than those of imports.  

ABL at the moment reviewing 
the opportunities in this gas related 
infrastructures and logistics project. 
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International Energy Agency 
(IEA) regards Southeast Asia as 
the most dynamic region for coal-
fired power plant development. 

IEA also projects the power demand 
growth in the region is approximately 
3.5 percent per year. 

Traditional major coal consumers, 
particularly China, are expected to 
reduce their coal import while boosting 
their domestic coal supply. Coal import 
restriction, again in China, is seen as a 
key driver not only just for 2020 but also 
for at least a few years to come.

In Indonesia, about 50 percent 
of total power generating capacity 
consumes coal, while 68 percent of the 
country’s electricity production comes 
from coal-fired power plants.

In the Philippines, coal constitutes 
41 percent of total power generation 
mix and the country’s power 
generation sector is the highest 
consumer of coal with consumption 
tripling from 10 million tons in 2011 
to 29 million tons in 2019. 

In Vietnam, there are more than 
10 GW of coal-fired power plants are 
under construction and expected to 
come online by 2025. Another 10 GW is 
planned and will come online between 
2025 and 2030.

“Thermal coal import demand from 
traditional markets such as Japan, South 
Korea and Mainland China will decline 
by 2030. But these declines are more 
than offset by growth, especially in India 
and Vietnam,” James Stevenson, Senior 
Director, Coal Metals & Mining of IHS 
Markit, said recently.

For 2020, Stevenson confirmed 
the global market owes its very grim 
condition of coal demand to the 
outbreak of COVID-19 pandemic, 
with Asia Pacific region--particularly 
India—bearing the brunt of such 
impact. IHS Markit expected the 
thermal coal import demand to decline 
around 91 million tons this year.

But Stevenson is optimistic the 
seaborne thermal coal demand in the 
Asia Pacific region, including Southeast 

SE ASIA’S 
STRONG 
APPETITE  
ON COAL

By Tri Subhki R. & Adianto P Simamora

A number of Southeast Asian countries, including 
Indonesia, are still depending on coal as a source 
of primary energy for power generation to fuel its 
economic growth while continually pursuing the 
development of renewable energy.
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Asia, will grow slowly over the next ten 
years, outweighing declining demand 
elsewhere, such as Europe and the 
United States of America.

Arthur Simatupang, Chairman of the 
Association of Indonesian Independent 
Power Producers (APLSI), confirmed 
that developing Asian countries require 
more additional power supply to support 
the economic growth. Developing 
countries in the East Asian region 
consume 4x-14x less electricity than its 
developed counterparts.

“As economies continue to grow, 
electricity consumption growth also 
increases exponentially,” Arthur said. 
He added that Indonesia has one of 
the lowest electricity consumption per 
capita in the region, compared to more 
developed countries such as Japan  
and Singapore.

To support the potential growth of 
electricity consumption in Indonesia, 
state-owned power utility PT PLN is 
planning an additional 56 GW generating 
capacity in the next 9 years in which 27 
GW will be allocated to PLTU. By 2027, 
it is planned that the composition of 
installed capacity in Indonesia will come 
from 47 percent PLTU.

“Coal remains a more affordable 

energy source to power economic 
development in Indonesia,” Arthur 
said. In the long run, Arthur expects the 
domestic coal consumption will increase 
based on the planned additional power 
generating capacity.

More coal demands
Besides Indonesia, there are 

more coal demands from the region, 
particularly Vietnam and Philippines, 
which are developing domestic power 
capacity to fuel their economic growth.

Thao Dh Ngo, Group Executive 
chairman of First Indochina group, 
Vietnam, stated that the country requires 

more electricity supply since many 
manufacturers that previously operating 
in China decided to move to Vietnam.

“By 2030, Vietnam’s coal import 
will increase as many coal-fired power 
plants are being built,” Thao said. As 
of the last seven months this year, Thao 
stated that the value of coal import was 
US$2.6 billion which mainly came from 
Indonesia, Russia and China.

Thao expects Indonesia’s coal 
mining industry will play greater role 
in Vietnam’s future power generation 
projects. “I see a lot of potential 
growth of Vietnam’s coal industry 
and also toward Indonesia as the coal 
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supplier,” he said.
The Philippine also still shows 

strong appetite on coal to fuel its 
economic growth. Power sector is 
the highest consumer of coal with 
consumption tripling from 10 million 
tons in 2011 to 29 million tons in 2019.

Jose Anthony T, (JAT) Villanueva, 
Vice President - Coal Marketing of 
Semirara Mining & Power Corporation, 
Philippines stated that coal is the 
country’s dominant energy source, 
which accounts for 41 percent of its total 
domestic energy mix.

“About 73 percent of the committed 
energy projects by private sector is on 
coal portfolio,” he said. He added that 
estimated cost of coal importation in 
2019 was US$2.8 billion with 90 percent 
of imports were coming from Indonesia.

Pros and cons
For Indonesia’s coal producers, 

there are a number of advantages as a 
coal supplier in the Southeast Asian 
region. It locates relatively near to the 
end users, enabling it to offer more 
competitive prices.

“Indonesia also has diversified coal 
specifications from ultra-low CV to 
coking coal which are very suitable 
for end users,” said Jimmy Deng, 
Manager for Indonesia Operations of 

China Coal Solution (CSS), a China’s 
coal trading company.

In terms of coal shipment price, 
Jimmy noted that Indonesia’s coal 
suppliers can offer more competitive 
tariff compared to Australian 
counterparts. “In addition, Southeast 
Asia has free trade agreement, so there 
is no trade tariff between ASEAN 
countries,” he said.

However, there are also challenges 
when talking about the developing coal 
markets in the region. Jimmy takes 
example of Vietnam, a fast-growing 
country but a relatively new in coal 
market, which offers huge coal market 
potentials in the future.

“But Vietnam has lack of 
discharging ports that are able to 
accommodate large mother vessels such 
as Panamax,” he said.

As a coal trading company, Jimmy 
also experienced some challenges when 
dealing with different trading practices in 
the region. While Indonesia commonly 
uses FOB for coal trading, but on the 
other hand, some end-users prefer CIF. 

Cleaner energy
Despite there are still market 

opportunities in the region, challenges 
for coal industry also come from 
global pressure to develop cleaner 

energy. Some countries in Southeast 
Asia, including Indonesia, have been 
developing cleaner energy, such as 
hydropower, solar photovoltaic and 
wind turbines.

Krishna Kishore Venkata, 
Principal of Oliver Wyman, said 
that decarbonization, particularly in 
mining industry, is going to be one 
of major factors in ensuring business 
sustainability in the future.

“Companies that are more 
environmentally conscious or focus 
on decarbonization are able to borrow 
money at cheaper rate than companies 
that are doing lesser than those cases,” 
he said.

Krishna mentioned that mining 
sector investments directed towards 
lower carbon footprint have generally 
been “incremental” and focused on 
operational excellence. On the other 
hand, end-users have been investing a 
lot more on decarbonization initiatives.

“For example, steel industry in 
Europe, there is Responsible Steel 
Initiative, which is seeing procurement 
of iron ore, coal, nickel and asking them 
whether they have been enough doing 
environmental-friendly operations,” he 
said. This kind of pressure, according 
to Krishna, will be more common 
requirement in doing business. 
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ANALYSIS

By Ian Wollff
The author is an expatriate principal geologist of about 30 years’ 
experience in the Indonesian exploration and mining industry. 
The authors’ web site is www.ianwollff.com

Introduction
The Indonesian Mines Department 

[ESDM] is keen to issue new mineral 
and coal tenements by awarding such 
areas to the Government or to State 
Owned Enterprises, and in some cases 
to auction blocks to Private Investors. 
Unfortunately, the blocks previously 
offered by the auction system were not 
taken up by domestic or foreign private 
investors. There are few opportunities 
for Indonesian coal miners to grow their 
domestic coal business, wherein some 
miners have already started to invest in 
offshore mines. 

On the 18 June2020, the 
government of India announced the 
coming auction of 41 coal blocks 
with combined reserves of 16.9 
billion tons. The auction is designed 
to entice private investors, with a 
reduced upfront amount, the facility of 
adjustment of upfront amount against 
royalty, liberal operational efficiency 
parameters, and 100 per cent FDI. The 
auction process, allows for a revenue-
sharing basis as a percentage of revenue 
share (final bid) that has to be paid to 
the government on the sale of coal, as 
compared to the current mechanism of 
paying fixed rupee per tonne.

This article is designed to give a 

brief introduction to the India coal 
auction system. Potential investors for 
the India coal industry are advised to 
seek appropriate professional and legal 
advice. 

The India coal initiative
India has the world’s fifth largest 

coal reserves. India’s coal production 
for 2018-19 was 730 million ton, with 
domestic consumption at 965 million 
ton, that required imports worth US$ 
24.6 billion. A series of minor reforms 
did not resolve the problem of sub-
optimal coal production. Therein India 
decided to unshackle to coal mining 
industry and move from a protectionist 
regime to a free market economy.

The India Coal Mines act of 2015 
introduced the auction system for 
captive mining. In February, 2018 
provisions were introduced to allow 
coal mines to produce, and more 
freely sell or export coal. In August 
2019 further liberalization was 
introduced wherein 100% foreign 
direct Investment (FDI) was allowed 
for commercial coal mining in India. 
Private sector participation was sought 
to provide faster expansion of the coal 
industry, reduce imports, and have spin 
off for adopting modern technology 

to raise the efficiency of the broader 
coal industry. The absence of end-use 
conditions in the guidelines is seen 
as a positive factor for commercial 
miners. Long delays in getting 
regulatory approvals, challenges in land 
acquisition and limited infrastructure 
are often cited as reasons for slow 
growth in the coal sector. 

Recent Indonesian review of india’s 
coal industry

On Friday 26 June, Petromindo.
com & CoalAsia magazine presented 
a webinar “Understanding Indian Coal 
Market Outlook – What are the impacts 
on Indonesian coal?”.

Hendra Sinadia, Executive Director 
of Indonesian Coal Mining Association 
mentioned that Indonesian coal plays a 
significant role in blending down India’s 
very high ash coals to meet Indian 
environment requirements and boiler 
efficiencies. 

Prashant K. Goyal, CEO of OPG 
Power Generation Pvt. Ltd. India’s 
power is produced by the State, 
Central and Private sectors, with Coal 
responsible for 53.65% of the power, 
however the COVID 19 has seen India 
power consumption drop by about 23%. 
India’s overall coal production in 2019 

Is India the next growth opportunity 
for Indonesian coal miners?

http://www.ianwollff.com
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was 729 million ton. Coal India had set 
a 2020 target production of 710 million 
ton. In 2019 India imported 103.64 
million ton of thermal & 1.89 million 
ton of coking coal from Indonesia that 
is used in the power, cement, and other 
industry sectors. On the 18th June 2020 
the Indian Government introduced 
incentive privatization policies for 
Indian coal mines. The vision is to make 
India self-reliant on domestic coal, plus 
hope to develop coal gasification etc. 
This policy shall include 41 coal blocks 
to be auctioned that have combined 
reserves of 16.9 billion ton and may 
produce 221 million ton / year starting in 
the next 5 years. Other coal policies now 
allow inland coal power plants to use 
higher ash coals (less Indonesian coal 
for blending). Average 2019 coal price 
in India was $34.99/ton, but the COVID 
19 impact saw an average price for 2020 

as low as $20.56/ton. India’s ambition is 
to produce 1 billion ton of coal per year. 

Hendra Tan, Deputy Chairman of 
Indonesian Coal Mining Association 
[ICMA]. The Indian Government 
is looking to curb coal imports, by 
reviewing blending patterns, power 
plant ash controls, and privatization of 
coal mines. Indonesian coals imported 
to India are typically CV 3,600- 5,200 
GAR, TS 0.1-1.2%, Ash 6 – 8%, 
Moisture 15-38%. Laned Indonesian 
coal is price competitive to Indian coal. 
Indonesian coal accounts for 60-70% of 
Indian coal imports. 

James Stevenson, Senior Director 
of Research and Analysis for coal, 
Metals & Mining HIS Market & 
Abhishek Rakshit, Principal Research 
analysis, HIS Market. The COVID 19 
is producing a global recession, wherein 
India’s GDP is expected to fall from 

+4.2 in 2019 to -6.3 in 2020 but may 
recover in 2021 to near 2019 levels. 
HIS Market is tracking Indian growth 
through consumer indicators, power 
consumption, coal stocks, along with 
coal transport (inland rail) competitive 
fuels reflecting the decline of imported 
Indonesian coal etc. Long term trends 
are likely to recover slightly, but 2019 
may have been a peak year for importing 
Indonesian coals. 

India standard coal tenement 
document

The Indian governments bidding 
for new coal tenements incorporates 
a “Standard Tender Document” for 
the auction of coal mines, as per the 
2015 coal mines special provisions act, 
and mineral development regulations 
of 1957. This 68-page document 
includes the headings of Definitions, 
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Introduction, Tender Process, Eligibility 
Conditions, Instruction to Bidders, Bid 
Security, Performance Security, Fraud 
and Corrupt Practices, Other Provisions 
along with several Annexures that 
include the mandatory work program, 
coal mine development and production 
agreement, plus various administrative 
aspects associated with the on-line 
bid. The documents are available for 
downloading from the website WSTC. 
https://www.mstcecommerce.com/
auctionhome/coalblock/index.jsp

The first document is free, and 
contains the standard tender document 

plus mine summaries. The second 
requires a payment of INR 5,000,000 
[USD 67,000] for the bidder to 
download the specific tender documents. 
A two-stage tender process requires 
the financial bid for the initial offer 
and the final offer, along with the 
technical bid. The first stage bid 
includes a Bid Security. The procedure 
for evaluation, ranking and of bids is 
outlined to identify the Preferred Bidder, 
along with the process for the Central 
Government to sign the Agreement. The 
successful bidder shall then provide 1) 
the Performance Security, 2) pay fixed 

amount for; - the compensation of land 
and mine infrastructure, cost borne by 
the prior allottee for the preparation 
of geological report, cost borne by 
prior allottee for all licenses, permits, 
permissions, approvals, consents, 
preparation of mine dossier including 
block boundary and financial valuation 
along with applicable taxes. Subsequent 
upward or downward revisions of the 
fixed amounts shall require addition 
payment or refund. 3) Fully explored 
mines require a first instalment payment 
of the upfront amount, as set out in the 
tender document. A pre-bid conference 

ANALYSIS
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is available, and site visits are 
encouraged. There is a process for tender 
document queries and clarifications. The 
bid process is estimated to start on 18 
June 2020, with bid due date 18 August 
2020, with evaluation thereafter. 

The value of the geological reserves 
and upfront amount is determined as 
0.25% of the value of the estimated coal 
reserves, subject to range of reserves 
and coal quality, as set out in the tender 
document. The upfront amount is 
payable in 4 equal instalments after 40 
days, 6 months, 9 months and 12 months 
that are linked to granting of execution 

of certain operating permits. Further 
periodic monthly payments are required 
based on Final Offer, Royalty, and a 
complex formula related to Sale price 
of coal. A rebate from the final offer is 
available as an incentive to produce coal 
earlier than scheduled. Other incentives 
are offered for coal gasification or coal 
liquefaction. There seems to be no 
restrictions on coal sales. 

The bidder is required to place a 
“bid security” amount for 60 – 270 
days, as part of the technical bid. The 
bid security amount is included in 
the bid document, as calculated by 1) 
20% of the upfront payment for fully 
explored mines, or 2) as 25% of the 
estimated exploration expenses for 
partially explored mines. Bid security is 
returned to all bidders without interest, 
after the signing of the agreement by 
the bid winner. 

For Fully Explored Mines, the 
Successful Bidder shall provide to the 
Nominated Authority an irrevocable 
and unconditional guarantee from an 
acceptable bank, for the performance 
of its obligations within such time. 
The Performance Security shall be an 
amount which is 65% of aggregate 
of: (a) one year royalty computed on 
the basis of peak rated capacity of 
the Coal Mine as per the approved 
Mining Plan and (b) one year revenue, 
payable to the State Government with 
respect to the Coal Mine computed on 
the basis of peak rated capacity of the 
Coal Mine as per the approved Mining 
Plan. For Partially Explored Mines, the 
Performance Security shall be equal 
to 25% of the estimated exploration 
expenses based on Mandatory Work 
Program. The amount of Performance 
Security shall be revised after receipt 
of an in-principle approval of Mining 
Plan, which shall be computed in 
accordance with a set formula. The 

amount of the ongoing Performance 
Security for fully explored mines 
shall be revised on an annual bases 
in consideration of the National Coal 
Index, royalty and other factors. 

Under Other Provisions, there are 
generalize obligations for exploration 
and production (set out in final tender 
document), revision of mining plans, 
flexibility in production, revenue 
payable to the government in case 
of shortfall in coal production, 
relinquishment etc. 

Coal blocks
The link https://www.

mstcecommerce.com/auctionhome/
coalblock/index.jsp takes us to the 
Indian Ministry of coal web site that 
includes a list of coal mines for auction, 
summary of coal mines, standard 
tender document etc. There are 41 coal 
mines for auction with information on 
region and status as fully or partially 
explored. The mine summaries are PDF 
download files giving simple details 
on block location (include coordinates) 
logistics to rail, road, airport plus 
size in forest and non-forest area, 
geomorphology,  exploration number 
of boreholes and total meters drilled, 
seam strike & dip plus table of seam 
thicknesses, depth and geological 
reserves of proved and indicated 
status, along with coal grade. Further 
details are given on name of previous 
allocation, tentative peak rated annual 
capacity, and status of main approvals. 
A simple concession map is provided 
along with coordinates. 

In late July the number of coal 
blocks was reduced to 40. Pending 
the court cases filed by the state 
governments, the auction process will 
continue. If any blocks are passed in, 
they will be reviewed and offered again 
with more blocks at a latter auction time. 
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Concerns with the coal development 
and production contract

As with all new regulations, 
commentators seek clarification on 
various implementation scenarios. These 
include the dynamics around revisions 
to the final price offer, changes in 
equity over the 30-year contract tenure, 
changes to various laws that may impact 
on the contract, termination issues, 
adjusting changes in market coal price 
and demand with committed annual 
schedules of production and sales. 

Some geoscience professionals 
are concerned about the Indian 
Governments derivation and status 
of the reserves and associated 
valuations. The reserves quoted in the 
blocks are defined as per the Indian 
Standard Procedures, as modified 
in 2017 that incorporates some 
elements of the United Nations coal 
reserve classification system. There 
is some concern that the exploration 
Standard Operating Procedure (SOP), 
for QA/QC protocols, drill spacing 
and classification methodology 
are not transparent for each block. 
Furthermore, the Governments 
expected development schedule (a 
significant bid factor) is seen to be 
overly ambitious. 

Indian government positive note
In mid-June 2020, Prime Minister 

Narendra Modi India announced that his 
administration was ending a four-decade 
state monopoly on the mining and 
selling of coal by auctioning to private 
companies 41 mines across the country. 
India’s Coal Minister Pralhad Joshi said 
that just a few days into the auction 
process of coal blocks to commercial 
mining operators, 1,140 parties have 
shown interest in taking part in this new 
chapter in the country’s mining history. 
According to local media (5 July), 26 

companies have already bought tender 
documents for about $6700 each and 10 
firms expressed their interest in visiting 
the mines. 

The offering of coal mines to private 
capital has two main objectives: solving 
a fuel shortage that threatens to choke 
the nation’s industrial activity and 
boosting India’s economy to help the 
country recover from the economic toll 
of the coronavirus pandemic. 

Caution from India media
Industrial action by trade unions, 

Supreme Court cases, plus agitation 
to block environmental clearances are 
working against this auction initiative.

Nidhi Jamwal, environmental editor 
of the Gaon Connection publication, 22 
June, reported that 3 out of the 5 states 
are opposing the auction of coal blocks 
on environmental grounds. At least 8 of 
the 41 coal blocks are subject to high 
court challenges due to proximity to 
tiger and elephant habitats, plus some 
tribal rights. 

Concern around the coal block 
auction has been raised by one state 
chief minister. “Due to COVID-19 
pandemic and national/international 
travel restrictions, many domestic/
foreign players may not be able to 
participate in the proposed auction 
process… many domestic enterprises 
are facing financial liquidity crunch in 
the current scenario of slowed down 
economy”.

Tim Buckley, director of energy 
finance studies, Australia / South Asia, 
Institute for Energy Economics and 
Financial Analysis (IEEFA) made some 
negative comments in an interview with 
Down to Earth in late June 2020. 

“India has exceptionally low wages 
for its coal miners. It is entirely sensible 
for India to modernise its work practices 
and progressively bring in global coal-

mining technologies. However, this 
progressive automation / modernisation 
and capital for labour substitution would 
have huge negative implications for the 
Indian workforce and would raise the 
cost of production”.

The growth of new coal power 
plants in India is slowing to around 
4.3 GW per year. Global investors are 
trending away from financing new coal 
power projects, wherein the Institute 
for Energy Economics and Financial 
Analysis (IEEFA) does not expect 
almost any foreign interest to emerge 
in this auction process. Several of the 
world’s largest mining groups have 
recently become less interested in new 
coal ventures.

Opportunity for Indonesian coal 
Investors

It is apparent that the main investors 
interested in the India coal auction 
may come from companies already 
familiar with, and committed to the 
coal industry. This list may include 
investors from China, Russia, Poland, 
South Africa, Colombia, Indonesia and 
Australia. Indonesian investors may 
have some advantage wherein they may 
be less put-off by India’s track record 
of tedious permitting, and slow land 
compensation factors. Indeed, there are 
a few Indonesian coal companies with 
close links to India that may smooth 
the business culture shock effect. 
Indonesian coal companies are faced 
with a government that has publicly 
stated its long-term strategy to reduce 
the Indonesian coal production and 
exports, wherein the opportunity for 
Indonesian coal companies’ growth 
has already seen investment into the 
Australian mining industry. Perhaps 
the new India coal blocks may provide 
further opportunities for Indonesian 
companies to go-global. 

ANALYSIS
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IDX-Listed coal miners shares performance
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