
C
O

A
LA

SIA
S. SU

M
ATRA

 CO
A

L LO
G

ISTICS O
N

 TH
E M

O
V

E
V

O
LU

M
E

 119 | O
C

TO
BER

 29 - N
O

VEN
BER

 29, 2020

ATQ EXPECTS POSITIVE 
GROWTH AHEAD

S. SUMATRA 
COAL LOGISTICS 

ON THE MOVE
Adam Gundawa, CEO of PT Asiatrust Technovima Qualiti (ATQ)





COAL ASIA OCTOBER 29 - NOVEMBER 29, 2020 1



COAL ASIA  OCTOBER 29 - NOVEMBER 29, 20202

OPINION | Bill Sullivan

 Investor state 
dispute resolution 

and IA CEPA – 
Different treatment 
for different states?

Essential to the protection of 
Australian and Indonesian 

investors/services providers is 
having a credible mechanism 

for resolving disputes between 
investors/services providers and 

the host country if and when 
such disputes arise.

20  COAL NEWS

40  OPINION | SWORD
  Five risk-management priorities to 

safeguard shareholder value in the 
mining industry

42  OPINION | DENTONS
  CK law and law 3/2020: An invitation 

to investors and mining business 
stakeholders

46  MINERAL NEWS

10

contents



COAL ASIA OCTOBER 29 - NOVEMBER 29, 2020 3



COAL ASIA  OCTOBER 29 - NOVEMBER 29, 20204

82contents
FOCUS

 ATQ expects  
positive  

growth ahead
  The adverse impact 

of COVID-19 pandemic 
around the globe halts many 

industry players taking 
any expansive move. They 

tend to take the opportunity 
to consolidate internally 

while wait-and-see for any 
improving condition.

60  COMPANIES  
Nickel Mines reports higher nickel metal 
production, sales

62  Micfil Ultra Fine Filter ensures  
B30 fuel efficient application

64  TMM initiates STAL smelter development
66  Asiamet to sell stake at C. Kalimantan 

copper project
67  RI’s nickel reserves stand at 4.35 billion 

tons: Ministry
68  Kingsrose Mining records a rise in cash  

& bullion in Q3

70  ANALYSIS | SSEK
  Indonesia omnibus bill and changes to 

the mining law



COAL ASIA OCTOBER 29 - NOVEMBER 29, 2020 5



COAL ASIA  OCTOBER 29 - NOVEMBER 29, 20206

We welcome opinions articles from experts, executives on coal industry. The article, either in Indonesian  
or English, should be sent to coalasia@petromindo.com and has between 1,000 and 1,500 words.

UNITED KINGDOM
David Hammond
Major Media Ltd
1 Wythes Close Bromley Kent BR1 2BA
Phone: + 44 0 20 8467 8884
Email: david.hammond@majormedia.co.uk
www.majormedia.co.uk
GERMANY
Claudia Voigt
Beratung Mediaplanung 
Pilot München GmbH
Ohmstrasse 1 (Rgb.) 80802 
München - Germany
Tel: +49 89 72 484 - 21 
Email: c.voigt@pilot.de
www.pilot.de  

contents

72  OPINION | UMBRA
  The impact of omnibus law on business licensing, 

limited liability company, investment, spatial 
planning, manpower, mining, and environment

86  MAIN STORY
  S. Sumatra coal logistics on the move
  Sumatra Island owns 12 billion tons of coal reserve and 

56 billion of coal resources, where which mostly lie 
beneath the soil of South Sumatra Province. However, 
the abundant reserves could not be easily tapped for 
production due to logistic and transportation challenges.

90  ANALYSIS | Ian Wollff
  Measuring the health of the Indonesian exploration 

industry
 
96  Shares performance



COAL ASIA OCTOBER 29 - NOVEMBER 29, 2020 7



COAL ASIA  OCTOBER 29 - NOVEMBER 29, 20208

PATRONS
Singgih Widagdo

PUBLISHER
Alexander Ginting

(alex@petromindo.com)

EDITORIAL DIRECTORS
Reiner Simanjuntak
(reinersim@gmail.com)

Johannes Simbolon
(johannes_simbolon@yahoo.com)

EDITOR IN CHIEF
Adianto P. Simamora
(adiantosim@gmail.com)

SENIOR EDITOR
Tri Subhki Rakhmatullah

(uq_oke@yahoo.com)

EDITOR
Thomas Robiana Sembiring

(thomsembiring@gmail.com)

ART DIRECTOR
Ipunk AF.

PHOTOGRAPHERS
Khalsa Alkalis Leatemia

Abdul Rahim
Mudasir

Lucky Ebenhaezer (Research)
GRAPHIC DESIGNER

M. Yunus
ADVERTISING MANAGER

Nizma Sari Nurulita
(sari@petromindo.com)

ADVERTISING SUPPORT
Defi Margareth Sitorus

Irmawati
EDITORIAL SECRETARY

Romeldo Sembiring 
romelmeldo@gmail.com

PROOF READER
Tyasno Hery

DISTRIBUTION MANAGER
Tria Purnama Sari

CIRCULATION
Riyanci Dina

EDITORIAL, ADVERTISING & CIRCULATION
Jl. Puskesmas No. 9A

Kelapa Gading Timur - Jakarta Utara
Jakarta 14240 - Indonesia
Phone: +62-21-22458787

Advertising inquires contact
advertising@petromindo.com

Subscription inquires contact
circulation@petromindo.com

CoalAsia is part of  

[PUBLISHER’S LETTER]

Sumatra coal logistics 
Sumatra has been known for its abundant coal resources, but have been 

less exploited mainly due to the lack of supporting transportation and logistics 
infrastructure to transport the coal from mining site to destination markets both 
at home and overseas.

Data from Geological Agency shows that Sumatra has 56 billion tons of 
resources with 12 billion tons of reserves out of the country’s total 149 billion 
tons of resources as of 2019. 

As much of Sumatra’s coal deposits lie far away from coastal ports, 
transportation infrastructure such as dedicated railways, hauling road, river 
transportation system and other supporting logistic should be a key to exploit the 
island’s coal reserves.

In a recent webinar jointly hosted by CoalAsia and Petromindo.com local 
administration and a number of private companies revealed plans to develop new 
coal transportation modes in South Sumatra. CoalAsia brings the webinar report 
as the main story of the October edition.

Sumatra government-owned firm PT Sriwijaya Mandiri Sumsel (SMS) plans 
to develop Tanjung Api-Api Special Economic Zone (SEZ) in the province, 
where a deep-sea port will be developed in Tanjung Carat.  State-owned coal and 
energy producer PT Bukit Asam Tbk plans to transport coal via waterway from 
Tanjung Enim mine to Tanjung Carat.

SMS also plans to connect Tanjung Api-Api SEZ and Simpang Station in 
Palembang with a railway. Based on the master plan of the Tanjung Api-Api 
SEZ, the distance from Simpang Station to SEZ is about 90 kilometers. 

From the private sector, there are a number of logistics and transportation 
providers who offer alternatives for miners in the province, particularly railway 
and coal hauling road. 

PT RMK Energy, a logistic provider, provides coal transportation via railway 
which is integrated with coal port in Kramasan, Palembang. RMK Energy is 
expanding the coal capacity by developing the coal loading, unloading and port 
expansion to accommodate more potential cargoes in the future from Lahat and 
Muara Enim Regencies. Currently, RMK can accommodate up to 15 million tons 
of coal per year.

Meanwhile, PT Titan Infra Energy offers 113 kilometers long coal hauling 
road through its subsidiary PT Servo Lintas Raya.

PT Batubara Mandiri, has already been developing waterway in the province. 
Batubara Mandiri plans to transport 1-2 million tons of coal via the waterway 
through Lematang River and Musi Hulu River. 

We also update our readers with a number of analysis regarding the Omnibus 
Law and its impact on the mining sector.

Happy reading

Adianto P. Simamora
Editor in Chief
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Investor state dispute resolution 
and IA CEPA – Different 
treatment for different states?1234
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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 Comprehensive Economic 

Partnership Agreement between 
Indonesia and Australia (commonly 
known as “IA-CEPA”) came into force 
on 10 February 2020.

Protection for Australian and 
Indonesian investors/services providers 
is an important part of IA-CEPA.

Essential to the protection of 
Australian and Indonesian investors/
services providers is having a credible 
mechanism for resolving disputes 
between investors/services providers 
and the host country if and when such 
disputes arise.

IA-CEPA seems, however, to 
envisage potentially different dispute 
resolution mechanisms depending upon 
whether it is Indonesia or Australia 
which is at the centre of a dispute with 
investors/services providers. More 
particularly, it is possible to read IA-
CEPA as insulating Indonesia, in most 
cases, from the risk of international 
arbitration by aggrieved Australian 
investors/services providers while still 
leaving Australia to face international 

arbitration by aggrieved Indonesian 
investors/services providers.

In this article, the writer will initially 
review the IA-CEPA dispute resolution 
mechanism and how this mechanism 
may differ depending upon whether it 
is Indonesia or Australia which is at 
the centre of a dispute with investors/
services providers. The writer will then 
consider the important practical issue of 
whether or not insulating Indonesia, in 
most cases, from the risk of international 
arbitration by aggrieved Australian 
investors/services providers is likely 
to adversely affect the willingness of 
Australian investors/services providers 
to prioritize Indonesia as a desirable 
investment destination.

Background
Australia previously had a bi-lateral 

investment treaty with Indonesia in the 
form of the 1993 Agreement between 
the Government of Australia and the 
Government of Indonesia (“GoI”) re the 
Promotion and Protection of Investments 
(“1993 A-I Investment Treaty”).

The 1993 A-I Investment Treaty 

was one of the more than sixty bi-lateral 
investment treaties to which Indonesia 
was and, in many cases, still is a party 
(“Investment Treaties”).

There are significant variations in 
the wording as between the different 
Investment Treaties and that wording 
has changed over time. However, the 
Investment Treaties generally guarantee 
basic investor protections or rights of 
(i) fair and equitable treatment, (ii) 
most favored nation status, (iii) security 
and protection, (iv) no expropriation or 
nationalization without market value 
compensation and (v) free repatriation of 
capital and profits. 

The Investment Treaties also 
invariably give a relevant investor, 
which believes its promised protections 
and rights have been denied by the host 
country/state, the right to ultimately 
choose (in its absolute discretion) 
whether to pursue either domestic 
dispute resolution before the judicial 
or administrative bodies of the host 
country/state or international arbitration 
against the host country/state under the 
auspices of the International Centre for 

OPINION
By Bill Sullivan
Christian Teo & Partners (in asscociation with Stephenson Harwood LLP)
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the Settlement of Investment Disputes 
(“ICSID”). No distinction is drawn 
between host countries/states when it 
comes to the right of a relevant investor 
to pursue international arbitration if it 
so chooses. 

GoI announced, in 2014, that it 
would terminate all the Investment 
Treaties at the earliest possible 
opportunity. 

Although the 1993 A-I Investment 
Treaty was originally meant to remain 
in force until 2023, it has now been 
terminated by agreement between 
Indonesia and Australia.

GoI’s objections (both stated and 
actual) to the Investment Treaties, 
including to the 1993 A-I Investment 
Treaty, were reviewed at length by the 
author in his earlier article “No More 
Bi-Lateral Investment Treaties – Has the 
Queen of Hearts Made a Comeback?” 
which appeared in the April – May 2014 
issue of Coal Asia Magazine. In essence, 
GoI’s objections come down to it being 
subject to international arbitration by 
foreign investors, something that GoI 

regards, somewhat curiously, as being 
an affront to and inconsistent with 
Indonesian sovereignty.

IA-CEPA is a landmark agreement 
which (i) goes far beyond the scope 
of the 1993 A-I Investment Treaty 
and (ii) covers numerous issues of 
importance for facilitating greater 
economic co-operation between 
Indonesia and Australia. Some only of 
the issues covered by IA-CEPA include 
eliminating or at least substantially 
reducing tariffs of goods and non-tariff 
measures as well as preventing the 
introduction of new barriers to trade, 
overcoming technical barriers to trade 
and providing various protections for 
investors and services providers. 

Section A of Chapter 14 of IA-
CEPA provides for investor/services 
provider protections/rights similar 
to but not identical with the investor 
protections/rights in the now terminated 
1993 A-I Investment Treaty (“IA-CEPA 
Investor/Services Provider Protections”).

Readers interested in knowing more 
about the IA-CEPA Investor/Services 

Provider Protections are referred to the 
writer’s earlier article “New Reality for 
Foreign Investors – Lessons from IA-
CEPA” which appeared in the April – 
May 2019 issue of Coal Asia Magazine.

Section B of Chapter 14 of IA-
CEPA sets out the investor-host country/
state dispute resolution mechanism that 
applies if an investor/services provider 
believes that it has been denied its 
IA-CEPA Investor/Services Provider 
Protections by Indonesia or Australia 
(“IA-CEPA Investor-State Dispute 
Resolution Mechanism”).

The IA-CEPA Investor/Services 
Provider Protections and the IA-CEPA 
Investor-State Dispute Resolution 
Mechanism currently only apply to 
Australian investors/services providers 
in Indonesia and to Indonesian investors/
services providers in Australia. GoI 
has, however, made it very clear that 
Indonesia will not renew or extend 
any of the Investment Treaties but, 
rather, will replace the same with new 
agreements more consistent with the 
“interests of Indonesia”. Accordingly, 
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it is very likely then that the IA-CEPA 
Investor/Services Provider Protections 
and the IA-CEPA Investor-State Dispute 
Resolution Mechanism will eventually 
become part of the “template” for the 
replacement agreements offered to all 
countries with which Indonesia currently 
has Investment Treaties.

Having regard to the above, IA-
CEPA Investor/Services Provider 
Protections and the IA-CEPA Investor-
State Dispute Resolution Mechanism 
are very relevant to and should be 
studied closely not only by Australian 
investors/services providers in Indonesia 
but also by other foreign investors/
services providers in Indonesia and 
which come from countries having 
Investment Treaties with Indonesia. 
This is particularly the case for foreign 
investors/services providers in the 
Indonesian energy, infrastructure and 
mining sectors given that these are 
sectors of the Indonesian economy 
in which foreign investors all too 
frequently encounter problems. 

Analysis and discussion 
1. IA-CEPA Investor-State Dispute 

Resolution Mechanism
1.1 Overview: A cursory review of 

Section B of Article 14 of IA-CEPA 
might suggest that the IA-CEPA 
Investor-State Dispute Resolution 
Mechanism is more or less the same 
as the dispute resolution mechanism 
in the Investment Treaties although 
it is “spelled out” in much greater 
detail in IA-CEPA than it is in the 
Investment Treaties. However, 
a closer analysis of Section B of 
Article 14 of IA-CEPA reveals some 
very significant and potentially 
concerning differences between IA-
CEPA and the Investment Treaties 
when it comes to investor – host 

country/state dispute settlement.

Section B of Article 14 of IA-
CEPA is also poorly drafted in places, 
something which can and does lead to 
uncertainty as to just how the IA-CEPA 
Investor-State Dispute Resolution 
Mechanism is intended to work 
including whether or not the IA-CEPA 
Investor-State Dispute Resolution 
Mechanism applies to investors only or 
to both  investors and services providers. 
This is very much to be regretted as 
these drafting issues are almost certainly 
going to lead to problems if and when 
investors/services providers start to 
invoke the IA-CEPA Investor-State 
Dispute Resolution Mechanism.

For the purposes of what follows, 
the writer will assume that the IA-CEPA 
Investor-State Dispute Resolution 
Mechanism applies to both investors and 
services providers.

1.2.Relevant Disputes: An investor/
services provider can only invoke 
the IA-CEPA Investor-State Dispute 
Resolution Mechanism in the case 
of a relevant dispute with the host 

country/state which is a dispute 
concerning an alleged breach by the 
host country/state of an obligation 
the host country/state owes to the 
investor/services provider in respect 
of the IA-CEPA Investor/Services 
Provider Protections and (ii) which 
alleged breach has caused loss or 
damage to the “covered investment” 
of the investor/services provider 
(Article 14.20 of IA-CEPA). 

1.3 Consultation: Similar to the 
Investment Treaties, the first step 
in the IA-CEPA Investor-State 
Dispute Resolution Mechanism is 
consultation between the investor/
services provider and the host 
country/state (Article 14.22 of IA-
CEPA).

The investor/services provider must 
initiate the consultation process by 
making a request in writing to the host 
country/state.

Once initiated, the investor/services 
provider must (i) allow the consultation 
process to run for at least 180 days 
before it can move to the next stage 
of submitting a claim against the host 
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country/state and (ii) give the host 
country/state at least 90 days’ notice of 
its intention to submit a claim (Article 
14.26(2)(a) of IA-CEPA). 

The conciliation process is the same 
regardless of whether it is Indonesia 
or Australia which is the host country/
state at the centre of the dispute with an 
investor/services provider. 

1.4 Conciliation: If the dispute cannot be 
resolved through consultation, within 
180 days of the host country/state 
receiving a request for consultation 
from the investor/services provider, 
the host country/state may initiate 
a conciliation process which is 
mandatory for the investor/services 
provider to participate in (Article 
14.23 of IA-CEPA).

Conciliation is a so-called 
“alternative dispute resolution” process 
whereby the investor/services provider 
and the host country/state seek to resolve 
the dispute with the help of a third party 
who has no power to decide the merits 
of the dispute but is simply involved to 
help facilitate the voluntary resolution 

of the dispute by the investor/services 
provider and the host country/state.

It is important to note that only 
the host country/state can initiate 
conciliation. Conciliation cannot 
be initiated by the investor/services 
provider.

The cost of the conciliation process 
is to be borne equally by the host 
country/state and the investor/services 
provider even though the investor/
services provider has no right to decline 
conciliation.

Once initiated by the host country/
state, the investor/services provider must 
(i) allow the conciliation process to run 
for at least 120 days before it can move 
to the next stage of submitting a claim 
against the host country/state and (ii) 
give the host country/state at least 60 
days’ notice of its intention to submit a 
claim (Article 14.26(2)(b) of IA-CEPA).

The conciliation stage is not part of 
the Investment Treaties and effectively 
enables the host country/state to delay 
the investor/services provider from 
proceeding to submit a claim against it 
for a further 120 days in addition to the 
minimum of 180 days that must be given 
over to consultation.

The conciliation process is the same 
regardless of whether it is Indonesia 
or Australia which is the host country/
state at the centre of the dispute with an 
investor/services provider. 

1.5 Claim by Investor/Services Provider: 
If the dispute has not been settled 
by consultation or conciliation, 
then the investor/services provider 
may submit a claim against the 
host country/state to a designated 
dispute resolution forum with the 
power to finally decide the dispute 
so long as the dispute relates to the 
alleged breach by the host country/

state of some but not all the IA-
CEPA Investor/Services Provider 
Protections (Article 14.24(a)(i) of 
IA-CEPA). It is not clear what is 
meant to happen if the unresolved 
dispute relates to an alleged breach 
of the one IA-CEPA Investor/
Services Provider Protection not 
mentioned in Article 14.24(a)(i) of 
IA-CEPA.

Article 14.24(a) of IA-CEPA 
provides that the claim may be 
submitted to “arbitration”. The simple 
reader might quite reasonably assume 
that this use of the word “arbitration” 
must mean that all relevant disputes 
will be finally resolved by an arbitrator/
arbitrator panel in accordance with 
recognized rules of arbitration. It 
seems, however, this assumption is 
not necessarily correct in all cases and 
regardless of the identity of the host 
country/state at the centre of the relevant 
dispute. It is at this critical juncture that 
the IA-CEPA Investor-State Dispute 
Resolution Mechanism may well differ 
depending upon whether the host 
country/state at the centre of the dispute 
with an investor/services provider is 
Indonesia or Australia. 

1.6 Place for Submission/Determination 
of Claim: Article 14.25(1) of IA-
CEPA provides that:
“A disputing investor may submit a 

claim referred to in Article 14.24 to one 
of the following fora:
 a. if Indonesia is the disputing Party,  

   to the courts or tribunals of that  
   Party, provided that such court or  
   tribunal has jurisdiction over such  
   claim;

 b. under the ICSID Convention and  
   the ICSID Rules of Procedure for  
   Arbitration Proceedings;
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 c. under the ICSID Additional  
   Facility Rules;

 d. under the UNCITRAL Arbitration  
   Rules; or

 e. if the disputing parties agree, to  
   any other arbitration institution or  
   under any other arbitration rules.” 

The writer has chosen to set out the 
above provision in full because this is, 
very arguably, the single most important 
provision of Section B of Article 14 
of IA-CEPA and its interpretation will 
determine whether or not the IA-CEPA 
Investor-State Dispute Resolution 
Mechanism meets the likely minimum 
expectations and needs of Australian 
investors/services providers when it 
comes to how any relevant disputes 
they have with Indonesia will be finally 
resolved if consultation and conciliation 
otherwise fail to resolve the dispute. 

It must be readily acknowledged 
that Article 14.25(1) of IA-CEPA is 
(i) particularly poorly drafted (even by 
the overall poor drafting standard of 
Section B of Article 14 of IA-CEPA as 
a whole), (ii) confusing, (iii) not easy 
to interpret and (iv) open to different 
interpretations. It is also important to 
remember that Article 14.25(1) of IA-
CEPA is meant to deal with both (x) the 
designated forum for finally resolving 
relevant disputes between Australian 
investors/services providers and 
Indonesia and (y) the designated forum 
for finally resolving relevant disputes 
between Indonesian investors/services 
providers and Australia. Accordingly, 
the drafters of IA-CEPA have unwisely 
tried to cover both situations in a single 
provision which was definitely the 
wrong approach. If, as seems to be the 
case, the intention is to treat different 
host countries/states differently, when it 
comes to the final resolution of relevant 

disputes that cannot otherwise be settled 
by consultation and conciliation, it 
would have been very much preferable 
for the drafters to have dealt with the 
designated forum for finally resolving 
relevant disputes between Australian 
investors/services providers and 
Indonesia in a separate provision to 
that dealing with the designated forum 
for finally resolving relevant disputes 
between Indonesian investors/services 
providers and Australia.

Subject to the above caveats, the 
writer would suggest that what Article 
14.25(1) of IA-CEPA probably means 
is that:
a. if the relevant dispute is between an 

Australian investor/services provider 
and Indonesia, then the Australian 
investor/services provider may 
finally resolve its dispute against 
Indonesia by way of domestic 
dispute resolution in the courts or 
tribunals of Indonesia and according 
to the rules of the Indonesian courts 
or tribunals provided the courts 
or tribunals of Indonesia have 
jurisdiction over the claim but, if the 
courts or tribunals of Indonesia do 
not have jurisdiction over the claim 
then the Australian investor/services 
provider may finally resolve its 
dispute against Indonesia by way 
of international arbitration pursuant 
to any of (i) the ICSID Convention 
and the ICSID Rules of Procedure 
for Arbitration Proceedings, (ii) the 
ICSIS Additional Facility Rules, 
(iii) the UNCITRAL Arbitration 
Rules or (iii) any other arbitration 
institution or under any other 
arbitration rules agreed by the 
Australian investor/services provider 
and Indonesia; while

b. if the relevant dispute is between 

an Indonesian investor/services 
provider and Australia, then the 
Indonesian investor/services 
provider may finally resolve its 
dispute against Australia by way of 
international arbitration pursuant 
to any of (i) the ICSID Convention 
and the ICSID Rules of Procedure 
for Arbitration Proceedings, (ii) the 
ICSIS Additional Facility Rules, (iii) 
the UNCITRAL Arbitration Rules or 
(iii) any other arbitration institution 
or under any other arbitration rules 
agreed by the Indonesian investor/
services provider and Australia. 

Put simply, (a) and (b) above mean 
that (i) unless the Indonesian courts 
and tribunals do not have jurisdiction 
over the relevant dispute, Australian 
investors/services providers will have 
to be prepared to deal with the courts 
and tribunals of Indonesia if they want 
to finally resolve their relevant disputes 
against Indonesia while (ii) Indonesian 
investors/services providers will always 
be free to pursue international arbitration 
against Australia in finally resolving 
their relevant disputes against Australia. 

It is, of course, always possible 
that the Indonesian courts and tribunals 
might not have jurisdiction over a 
relevant dispute between an Australian 
investor/services provider and Indonesia 
due to the particular facts of that dispute 
and, in such a case, the Australian 
investor/services provider will be free to 
pursue international arbitration against 
Indonesia. This, however, is a most 
unlikely situation. That is because the 
relevant dispute must involve something 
that GoI has done or not done in 
Indonesia, which amounts to a breach of 
the IA-CEPA Investor/Services Provider 
Protections that Indonesia is obliged 
to provide to the relevant Australian 
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investor/services provider and which 
breach has caused loss or damage to the 
Australian investor/services provider’s 
covered investment in Indonesia. The 
writer finds it very hard to envisage a 
situation where this highly restrictive set 
of requirements for a relevant dispute to 
arise would not result in the Indonesian 
courts and tribunals having jurisdiction 
over the resulting relevant dispute. 

2. Implications of Article 14.25(1) of 
IA-CEPA for Australian Investors/
Services Providers in Indonesia
Does it really matter that the IA-

CEPA Investor-State Dispute Resolution 
Mechanism seems to envisage an 
asymmetrical dispute resolution process 
that, in most instances, will (i) allow 
Indonesia to avoid final resolution 
of relevant disputes, with Australian 
investors/services providers, through 
international arbitration and (ii) force 
Australian investors/services providers 
to finally resolve their relevant disputes 
with Indonesia through the courts and 
tribunals of Indonesia? In answering 
this question, it is instructive to look at 
the reasoning underlying the Investment 

Treaties which, in the case of the 1993 
A-I Investment Treaty, has now been 
replaced by IA-CEPA. 

The Investment Treaties were 
originally negotiated and entered into 
by Indonesia with more than 60 other 
countries recognizing that (i) Indonesia 
wanted to attract foreign investment, 
(ii) foreign investors needed to have a 
degree of confidence that, if they invested 
in Indonesia, their investments would 
enjoy adequate legal protection and (iii) 
Indonesia’s legal and court systems were 
weak, opaque and did not otherwise 
inspire confidence among foreign 
investors but (iv) if foreign countries 
wanted special protection for their 
investors in Indonesia, then they had to 
be willing to offer Indonesian investors in 
their countries the same special protections 
they were seeking from Indonesia (i.e., 
equal treatment and reciprocity). 

Given the above considerations 
underlying the development of the 
Investment Treaties, three “bedrock” 
principles of the Investment Treaties are/
were (i) it will always be difficult for 
foreign investors to accept that the courts 
of the host country are truly impartial 

when it comes to deciding disputes with 
the host country/state, (ii) given (i), final 
resolution of relevant investor disputes 
with host countries/states should be 
by way of international arbitration if 
that is what the relevant investor wants 
following the failure of consultations/
negotiations to achieve a satisfactory 
settlement of its dispute with the relevant 
host country/state and (iii) equal or 
symmetrical treatment of all investors 
and host countries/states is important 
when it comes to the dispute resolution 
mechanism as this avoids any suggestion 
of discrimination, prejudice or unfairness. 
These “bedrock” principles simply 
reflect what has long been regarded as 
the minimum essential for the purpose 
of instilling confidence in investors 
from both countries that the Investment 
Treaties create a “level playing field”, 
with neither country or its investors being 
at a disadvantage compared to the other 
country or its investors. 

Although the IA-CEPA Investor-
State Dispute Resolution Mechanism 
is apparently asymmetrical when it 
comes to the final resolution of relevant 
disputes that cannot be otherwise settled 
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by consultation and conciliation, this 
would still probably not be a serious 
problem for Australian investors and 
services providers if the legal and court 
systems of Indonesia had dramatically 
improved over the past 30 years and 
since the 1993 A-I Investment Treaty 
was entered into. The unfortunate 
reality, however, is that while Indonesia 
has made huge progress in many areas 
over the past 30 years and is a very 
different county, in many respects, to 
what it was in 1993, one area where 
very little progress has been made 
is in the long overdue reform of the 
Indonesian legal and court systems. 
More particularly, Indonesia’s legal 
and court systems continue to be weak, 
opaque and do not otherwise inspire 
confidence among foreign investors. 
Even the most cursory reading of The 
Jakarta Post and other Indonesian print 
media, on a regular basis, provides 
numerous insights into why Indonesia’s 
legal and court systems courts continue 
to be weak, opaque and do not 
otherwise inspire confidence among 
foreign investors.

When it comes to disputes between 
foreign parties and GoI, the writer 
would suggest it is difficult to identify 
many (or perhaps, indeed, any) 
previous cases where (i) such disputes 
have been ultimately resolved by the 
courts and tribunals of Indonesia in 
favour of the foreign party and (ii) the 
foreign party has actually succeeded 
in collecting from GoI the damages 
or other compensation awarded to it. 
Various reasons can be advanced in 
order to explain the exceedingly poor 
“track record” of foreign parties in 
disputes before the courts and tribunals 
of Indonesia generally and, more 
particularly, in disputes with GoI. None 
of these reasons, however, are likely 

to do much to change the perception 
of foreign investors that they would be 
very well advised indeed to stay as far 
away as possible from the courts and 
tribunals of Indonesia. 

By obliging Australian investors/
services providers to, in most instances, 
finally resolve their relevant disputes 
with Indonesia in the courts and 
tribunals of Indonesia, Article 14.25(1) 
of IA-CEPA arguably places Australian 
investors/services providers in a much 
worse position procedurally than it does 
Indonesian investors/services providers 
when it comes to resolving their relevant 
disputes with Australia. Consequently, 
Article 14.25(1) of IA-CEPA must 
be regarded as inconsistent with the 
“bedrock” principles of the Investment 
Treaties and the considerations 
underlying the formulation of those 
“bedrock” principles, which principles 
and underlying considerations are just 
as relevant today as they were when 
the 1993 A-I Investment Treaty was 
signed. As such, the asymmetrical 
nature of the IA-CEPA Investor-State 
Dispute Resolution Mechanism must be 
a source of material concern for prudent 
Australian investors/services providers 
and their professional advisers.

It can only be expected that Article 
14.25(1) of IA-CEPA will discourage at 
least some Australian investors/services 
providers from prioritizing Indonesia 
as an investment destination any time 
soon. This negative impact will, most 
likely, be greatest in the case of large 
capital investments that might otherwise 
have been made in those sectors of the 
Indonesian economy that are known for 
being particularly problematic as far as 
Australian investors/services providers 
are concerned. The Indonesian energy, 
infrastructure and mining sectors fall 
very much into this category.

3. Possible Alternative to Article 
14.25(1) of IA-CEPA

3.1 Preliminary Remarks: Assuming 
the writer’s interpretation of Article 
14.25(1) of IA-CEPA is substantially 
correct, most Australian investors/
services providers are likely to 
decide that, if they have a relevant 
dispute with Indonesia that cannot 
be resolved through consultation 
and conciliation, it will be a 
waste of very substantial time and 
money for them to try, in their 
individual capacities, to finally 
resolve that dispute directly with 
Indonesia through the courts and 
tribunals of Indonesia. This leads 
inevitably to the issue of whether 
or not there are any other IA-CEPA 
dispute resolution mechanisms 
that Australian investors/services 
providers may be able to take 
advantage of when otherwise faced 
with the singularly uninviting 
prospect of litigation against GoI in 
the courts and tribunals of Indonesia.

3.2 Action by Australia: Chapter 
20 of IA-CEPA (“Chapter 20”) 
provides a detailed mechanism for 
consultation and dispute settlement 
between Australia and Indonesia in 
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the case of certain disputes arising 
under IA-CEPA. 

The certain disputes arising under 
IA-CEPA and covered by Chapter 
20 relate to a failure of Australia or 
Indonesia to carry out its obligations 
under IA-CEPA which results in any 
benefit accruing to the other country/
state, directly or indirectly, under IA-
CEPA being nullified or impaired or the 
attainment of any objective of IA-CEPA 
being impeded (“Chapter 20 Dispute”) 
(Article 20.1 of IA-CEPA).

To the extent that the encouragement 
of Australian investors/services providers 
to invest in Indonesia/carry on business 
in Indonesia can be properly described as 
an objective of IA-CEPA, it is possible 
that the failure of Indonesia to discharge 
its obligation to provide Australian 
investors/services providers with the 
IA-CEPA Investor/Services Provider 
Protections could be characterized as 
impeding that objective and, therefore, 
become a Chapter 20 Dispute. If this 
is the case, then Chapter 20 may be 
thought by some to provide an alternative 
means for Australian investors/services 
providers to indirectly pursue relief 
against Indonesia for its failure to provide 

them with the IA-CEPA Investor/
Services Provider Protections.

3.3 Limitations of Chapter 20: It is very 
important, however, to understand the  
considerable limitations of Chapter 
20 as a possible indirect means 
for Australian investors/services 
providers to pursue relief against 
Indonesia for its failure to provide 
them with the IA-CEPA Investor/
Services Provider Protections.
First, only Australia (not an 

individual Australian investor/services 
provider) can file a complaint against 
Indonesia in respect of a Chapter 20 
Dispute (Article 20.1 of IA-CEPA). 
Accordingly, the Australian government 
will have to be convinced that it is in the 
interests of Australia to trigger a Chapter 
20 Dispute. Given the complex and 
multi-faceted nature of the relationship 
between Australia and Indonesia, it is 
by no means certain that the Australian 
government will accept that it is in the 
interests of Australia to trigger a Chapter 
20 Dispute merely because one or more 
Australian investors/services providers 
have been denied their IA-CEPA 
Investor/Services Provider Protections 
by Indonesia. 

Second, the mechanism for dealing 
with Chapter 20 Disputes is closely 
modelled on the mechanism for 
resolving trade disputes under the 1994 
General Agreement on Trade & Tariffs 
(“GATT”) as administered by the World 
Trade Organization. Consequently 
and as with GATT, the procedures 
for resolving Chapter 20 Disputes are 
directed at getting Indonesia (in the 
case of a complaint by Australia at 
the behest of an Australian investor/
services provider) to voluntarily bring 
itself into conformity with its IA-
CEPA obligations (Article 20.12(1) of 
IA-CEPA). If an Australian investor/
services provider considers it has 
suffered damage or loss as a result 
of Indonesia’s failure to provide the 
IA-CEPA Investor/Services Provider 
Protections, it may well be too late, as 
far as that particular Australian investor/
services provider is concerned, for 
Indonesia to belatedly start providing 
the IA-CEPA Investor/Services Provider 
Protections and after being “called to 
account” by Australia.

Third and closely related to the 
second limitation, if Indonesia (in the 
case of a complaint by Australia at the 
behest of an Australian investor/services 
provider) indicates that it does not 
intend to comply with its obligations and 
provide the IA-CEPA Investor/Services 
Provider Protections, Australia may 
request Indonesia to pay compensation 
which is mutually acceptable (Article 
20.14(2) of IA-CEPA). In other words, 
the amount of the compensation payable 
by Indonesia has to be agreed to by 
Indonesia (Article 20.14(3) of IA-
CEPA). Again, this is not likely to be 
satisfactory from the perspective of the 
Australian investor/services provider 
which considers it has suffered damage 
or loss as a result of Indonesia’s failure 
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to provide the IA-CEPA Investor/
Services Provider Protections.

Fourth, if Indonesia (in the case 
of a complaint by Australia at the 
behest of an Australian investor/
services provider) and Australia are 
unable to agree on the compensation 
payable by Indonesia, Australia’s 
only recourse is then to suspend the 
application to Indonesia of concessions 
or other obligations equivalent to the 
level of nullification or impairment 
of the relevant IA-CEPA objective 
brought about by Indonesia’s failure to 
provide the IA-CEPA Investor/Services 
Provider Protections (Article 20.14(3) 
and (4) of IA-CEPA). Self-evidently, 
this will result in no real benefit for the 
Australian investor/services provider 
which considers it has suffered damage 
or loss as a result of Indonesia’s failure 
to provide the IA-CEPA Investor/
Services Provider Protections.

3.4 Assessment: For all the reasons 
outlined in 3.3 above, having 
Australia pursue its rights against 
Indonesia under Chapter 20 is 
much more likely to benefit future 
Australian investors/services 
providers, rather than an Australian 
investor/services provider which 
has already suffered damage or loss 
as a result of Indonesia’s failure 
to provide the IA-CEPA Investor/
Services Provider Protections. 
This, combined with the limited 
opportunity for compensation in the 
case of a Chapter 20 Dispute and 
the uncertainty as to whether or not 
the Australian government would 
consider it appropriate to file a 
complaint against Indonesia, means 
that Chapter 20 is almost certainly 
not going to meet the minimum 
needs of an Australian investor/

services provider which has already 
suffered damage or loss as a result 
of Indonesia’s failure to provide the 
IA-CEPA Investor/Services Provider 
Protections but is reluctant to try to 
finally resolve its relevant dispute 
directly with Indonesia through the 
courts and tribunals of Indonesia. 

Summary and conclusions
If, in fact and as appears to be 

the case, the IA-CEPA Investor-
State Dispute Resolution Mechanism 
enables Indonesia to avoid 
international arbitration of most 
relevant disputes with Australian 
investors/services providers, this 
is definitely a matter for material 
concern as it is inconsistent with the 
still very relevant principles of the 
Investment Treaties and the underlying 
considerations that resulted in the 
development of those principles. 

The IA-CEPA Investor-State Dispute 
Resolution Mechanism definitely does 
matter as it is simply unrealistic to 
expect that Australian investors/servicers 
providers will face a “level playing field” 
if and when they have to finally resolve 
relevant disputes against GoI in the courts 
and tribunals of Indonesia. 

IA-CEPA provides Australian 
investors/services providers with no 
viable alternative to using the courts and 
tribunals of Indonesia if consultation 
and conciliation are unable to resolve 
relevant disputes.

It was always, however, going to 
be a herculean task for Australia to 
convince Indonesia that it should drop 
its opposition to international arbitration 
of relevant disputes with Australian 
investors/services providers given 
GoI’s long standing and well publicized 
opposition to international arbitration of 
such disputes.

The hard working and highly 
professional Australian bureaucrats 
and diplomats, who had to negotiate 
IA-CPEA with their Indonesian 
counterparts, clearly had a very difficult 
choice to make. Should they risk letting 
the opportunity for a wide-ranging 
IA-CEPA “slip from Australia’s 
grasp” by making final resolution of 
relevant disputes through international 
arbitration a non-negotiable 
precondition to any agreement? Instead, 
should they focus on the totality of 
what IA-CEPA might achieve, in many 
different areas and to the potentially 
great benefit of Australian business, 
even if this meant accepting an 
asymmetrical IA-CEPA Investor-State 
Dispute Resolution Mechanism ?  For 
better or for worse, Australia has chosen 
the second alternative.

Only time will tell whether or not 
Australia has made the right choice in 
accepting an asymmetrical IA-CEPA 
Investor-State Dispute Resolution 
Mechanism. 

OPINION

This article was written by Bill 
Sullivan, Senior Foreign Counsel 
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White Energy refrains from 
investing in Indonesia until 
dispute with Bayan settled

ASX-listed coal upgrading 
technology company White Energy 
Company Limited (WEC) will not pursue 
opportunities in Indonesia despite the 
potential until it has completed its case 
with IDX-listed coal mining firm PT. 
Bayan Resources.

Chairman Travers Duncan said in 
an annual report that Indonesian export 
thermal coals are generally very high in 
moisture and as environmental constraints 
are applied in receiving countries, these 
coals lend themselves to upgrading using 
the company’s binderless coal briquetting 
technology.

“However we do not propose further 
work in Indonesia to upgrade their mainly 
high moisture sub-bituminous coal until 
we have completed our legal case with 
PT Bayan Resources Tbk and Bayan 
International Pte Ltd and have received 

just compensation for their repudiation 
in 2011 of our joint venture with them,” 
Duncan said.

WEC reported on Wednesday that 
it awaited a decision from Singapore 
International Commercial Court (SICC) 
to determine damages payable by Bayan 
Resources over the latter’s repudiation of 
the 2011 coal upgrading joint venture.

WEC and Bayan have been involved 
in legal battle for years in connection with 
the company PT Kaltim Supacoal (KSC), 
which owned and operated the Tabang coal 
upgrade plant located at Bayan’s Tabang 
mine in East Kalimantan. KSC was the JV 
between the two companies which Bayan 
later repudiated. WEC claimed that it had 
invested $110 million in the JV.

Mifa’s coal export hampered 
by extreme weather

Aceh-based coal miner PT Mifa 
Bersaudara said that extreme weather 
condition in the last two months has 

hampered coal shipment to the export 
market.

“Extreme weather in the last two 
months has caused lower export volume 
by up to 40 percent as the operations in 
the sea were stopped,” Ricky Nelson, 
President Director of PT Mifa Bersaudara, 
said to petromindo.com .

However, Ricky cannot confirm 
whether the extreme weather condition 
was caused by the La Nina weather 
phenomenon. Since the last two months, 
Ricky explained that the swell and wind 
velocity in Meulaboh, Aceh, had increased 
hampering coal loading process to vessels 
for export. Vessels had to stand by when 
the swell went up to 2 meters and wind 
velocity blew more than 25 knots.

Most of Mifa’s coal output are 
exported to India. The company plans to 
produce 9 million tons of coal this year. 
“The sales target for export has been 
impacted and some of the coal production 
is kept at stockpile,” he said. 
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The Directorate General of Coal and 
Mineral at the Ministry of Energy and 
Mineral Resources reiterated calls for the 
country’s coal miners to boost exploration 
activities in a bid to increase coal reserves 
to meet future growing demand.

Director General of Coal and Mineral 
Ridwan Djamaluddin said that during 
the past five years, exploration targets 
have been often missed except in 2017.  
“During the past five year, only in 2017 
when realized coal exploration met target 

as planned.  We need to work harde,” 
he told participants of a webinar held by 
the Indonesia Coal Mining Association 
(ICMA).

Ridwan said that Indonesia’s coal 
reserves currently stand at 24.75 billion 
tons, which are expected to be fully 
utilized by 2040.  “These reserves are not 
enough as demand will increase in the 
future,” he said. 

The Ministry of Energy and Mineral 
Resources previously said it will push 

junior mining companies (JMCs) to boost 
exploration activities in the country in a 
bid to find new coal and mineral resources 
and reserves.

Director of Mineral Development 
and Management at the ministry, Yunus 
Saefulhak said in September that the JMCs 
will be encouraged to participate in tender 
of new mining areas to be held by the 
government.

He said that once the JMCs, which 
are specialized in exploration work, have 
completed the exploration activities and 
discovered new resources and reserves, 
they will be allowed to transfer their 
IUP mining business licenses to other 
companies, which are specialized in 
production, processing and refining. 

He said that according to MinEx 
Consulting, as per October of last year, 
JMCs accounted for 60 percent of the 
global mining exploration activities.  
“The government observes this and tries 
to provide opportunity for the JMCs to 
play role in reviving coal and mineral 
exploration in Indonesia,” he said.

Aside from pushing the JMCs, Yunus 
said that the government will also provide 
legal and business certainty for IUP 
or IUPK miners who have completed 
exploration work can proceed to the 
next production phase after fulfilling the 
requirements. 

In addition, the government will also 
require miners to allocate reserves security 
fund every year set under their respective 
work and budget plans (or RKAB) in a bid 
to increase funding for exploration.

According to ministry data, 
exploration fund has never exceeded 3.5 
percent of total mining investment.  This 
year, exploration fund is projected at 
US$271.09 million, or 3.5 percent of the 
total projected investment in the coal and 
mineral mining sector. C
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Govt urges coal miners to boost exploration
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PT. Arutmin Indonesia is a 
unit of IDX-listed coal mining 
firm PT. Bumi Resources 
Tbk.

Under the new mining law enacted 
earlier this year, the government can 
extend the contract of an expired coal 
mine by 10 years initially, followed by 
another 10 years.

One of the most significant obligations 
to secure contract extension under the new 
law is to further process coal produced 
into more valuable products such as 
coal gasification and liquefaction, coal 
upgrading and briquetting.

Seven contracts of first generation 
CCoW holders will expire between this 
year and 2025, they are: PT. Arutmin 
Indonesia (Nov 2020), PT.  Kendilo  Coal 
Indonesia (September 20210, PT. Kaltim 
Prima Coal (December 2021), PT. Adaro  
Indonesia (October 2022), PT. Kideco 
Jaya Agung (March 2023) and PT. Berau 
Coal April 2025).

Govt reiterates commitment 
to extend coal mine contracts

Government reiterates commitment 
to extend contract of Coal Contract of 
Work (CCoW) which will expire in the 
near future in line with the new mining 
law, including the contract of  South 
Kalimantan coal mining firm PT. Arutmin 
Indonesia which will expire in November 
this year.

Ridwan Djamaluddin, Director 
General of Mineral and Coal at the 
ministry of energy and mineral resources 
said that the extension will be given to 
companies whose contracts will expire. 
“Government guarantees contract 
extension so long as conditions are met 
in accordance with prevailing laws and 
regulation,” he said when addressing a 
webinar held by Indonesian Coal Mining 
Association.

He asked that the companies whose 

contract will expire to prepare themselves 
to meet all the conditions asked by the 
government. “Government views that 
contract extension is in line with national 
interest to see robust growth in Indonesian 
coal industry,” he said.

PAMA maintains production 
target despite La Nina

PT Pamapersada Nusantara (PAMA), 
a mining contractor subsidiary of IDX-
listed PT United Tractors Tbk (UT), said 
it’s maintaining its production target 
this year despite the La Nina weather 
phenomenon, where some regions in the 
country will see higher rainfall rates within 
the next few months.

UT Corporate Secretary Sara K. 
Loebis said the company has already 
factored in the La Nina weather anomaly 
when making the 2020 production plan.  
“The rainfall (rate started to) increase 
in September. We’d already estimated 
it and we expect it would not affect the 
production plan in the fourth quarter,” she 
told Petromindo.com on Tuesday.

A few months ago, PAMA revised 
downward its original coal getting and 
overburden (OB) removal volume targets 
for this year due to weakening coal price 
environment, lowering the coal production 
target from 130 million tons to 110 million 
tons, while OB removal volume was cut 
down by 15 percent to 810 million bank 
cubic meters (bcm).  “The adjustment in 
OB and coal-getting volume have been 
discussed with mine owners in a bid to 
balance the weak coal prices,” she said.

As of September 2020, PAMA’s 
realized OB removal volume was 630.8 
million bcm, or lower than 749.8 million 
bcm in the same period in 2019. The coal 
getting volume in the first nine months 
of 2020 was 85.3 million tons, or lower 
than 96.5 million tons in the same period 
last year.

PAMA works in a number of coal 
mines owned by among others PT Adaro 
Indonesia, PT Indominco Mandiri, PT 
Kaltim Prima Coal, PT Kideco Jaya 
Agung and UT’s coal mining company PT 
Tuah Turangga Agung. 
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UT’s revenue, profit down on 
coal price drop

IDX-listed heavy equipment and 
mining firm PT United Tractors Tbk 
(UT) said that the Covid-19 pandemic 
and tumbling coal price have severely 
impacted the company’s overall 
performance.

UT said in a statement that in the first 
nine months of this year, consolidated 
revenue declined by 29 percent to Rp 
46.5 trillion from Rp 65.6 trillion in the 
same period of last year. In line with the 
decrease in revenue, the company’s net 
profit was down 38 percent to Rp 5.3 
trillion compared to Rp 8.6 trillion.

The company said that the Mining 
Contracting business segment contributed 
48 percent to the total consolidated 

revenue, followed by 22 percent from 
Construction Machinery, 16 percent 
from Coal Mining, 12 percent from Gold 
Mining and 2 percent from Construction.

TTA coal sales up due to 
favorable river water level

PT Tuah Turangga Agung (TTA), a 
coal mining business unit of IDX-listed 
PT United Tractors Tbk (UT), recorded 
7.14 million tons of coal sales volume as 
of September 2020, or higher than 6.45 
million tons in the same nine-month period 
of last year.

The sales increase was supported 
by favorable river water level in Central 
Kalimantan. Currently, TTA owns 
a number of coal mines in Central 
Kalimantan under the management of 

subsidiaries PT Asmin Bara Bronang 
(ABB), PT Telen Orbit Prima (TOP), and 
PT Suprabari Mapanindo Mineral (SMM), 
the last of which is a coking coal producer.

“The sales increase was supported by 
better coal transport via river from our 
mines in Central Kalimantan (water level 
was quite high), while coal transport via 
river was a bit hampered last year,” Sara 
K. Loebis, Corporate Secretary of UT, said 
to petromindo.com .

Rivers in Central Kalimantan, such 
as Barito River, cannot be utilized for the 
whole months of the year, particularly in 
dry season, since water level is too shallow 
for large vessels to travel.

In 2020, according to Sara, UT aims to 
sell 7.9 million tons of coal, or lower than 
realized coal sales volume of 8.5 million 
tons in 2019. 

MBSS revenue drops 27.8% 
on lower barging revenue

IDX-listed sea logistics and 
transshipment services company PT 
Mitrabahtera Segara Sejati Tbk’s (MBSS) 
revenue in the first six months period 
ending June this year  dropped 27.8 
percent year-on-year to US$29.0 million 
from $40.2 million in 6M19.

MBSS parent IDX-listed PT Indika 
Energy Tbk reported barging revenue 
decreased by 26.6 percent to $21.1 
million on volume of 13.4 MT in 6M20 
compared to $28.8 million on volume of 
12.6 MT in 6M19.

MBSS has a new contract with 
coal miner Adaro, in which fuel is now 
excluded. Transhipment revenue decreased 
by 30.5 percent YoY to $7.9 million on 
6.3 MT transshipment volume in 6M20 
from $11.4 million on 5.8 MT volume in 
6M19, partly due to vessel repair.

MBSS is a leading Indonesian provider 
of integrated one-stop sea logistics and 
transportation solutions for bulk materials, 
particularly coal. 
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IDX-listed PT Indika Energy 
Tbk reported revenues in the first-
half of this year fell 18.2 percent 
year-on-year mainly due to weaker 

performance of its coal businesses.
Indika said in a statement that 

revenues decreased to US$1,128.9 million 
in the first six months of 2020 period from 
$1,380.4 million reported in 6M19. The 
lower YoY figures are attributed mainly 
to lower revenues contribution from coal 
mining subsidiary PT Kideco Jaya Agung, 
and mining and oil and gas contractor 

subsidiary PT Petrosea Tbk.
Kideco’s revenue decreased by 18.1 

percent YoY to $663.2 million from $810.0 
million reported in 6M19, driven by lower 
average realized selling price. Petrosea’s 
revenue dropped 26.1 percent YoY to 
US$175.9 million from US$238.0 million 
reported in 6M19 due to lower contribution 
from contract mining and E&C.

Gross profit decreased by 26.0 
percent YoY to $174.3 million from 
$235.4 million reported in 6M19. The 
consolidated gross margin dropped from 

17.0 percent to 15.4 percent in 6M20, 
mainly due to lower contribution from 
Kideco. Kideco’s gross profit dropped 
29.9 percent YoY to US$113.6 million 
with lower gross margin reported at 17.1 
percent in 6M20 down from 20.0 percent 
in 6M19. Petrosea’s mining contract 
segment showed resiliency in gross profit 
level despite lower revenue and improved 
gross margin in 6M20, which the company 
attributed to the implementation of 
Minerva project at Tabang.

Operating income dropped 40.4 
percent YoY to $97.6 million from $163.7 
million reported in 6M19, while operating 
margin dropped to 8.6 percent from 11.9 
percent in 6M19.

Finance cost decreased to $47.6 
million in 6M20 vs $51.6 million in 6M19, 
as a result of liability management exercise 
conducted in July 2019. Meanwhile, the 
company recorded other expenses of $12.6 
million in 6M20, mostly due to forex loss 
related to IDR receivables derived from 
domestic sales, compared to other gain of 
$11.3 million booked in 6M19.

The company booked Loss attributable 
to owners of the company of $21.9 million 
in 6M20, compared to a profit of $12.66 
million in the same period of last year.

Core profit of the company decreased 
to $6.5 million in 6M20 compared to 
$56.4 million reported in 6M19.

The adjusted EBITDA totaled $174.5 
million for the period ending June 30, 
2020, compared to $254.8 million in the 
same period previous year.

Cash, cash equivalents, other financial 
assets, and restricted cash at end of June 
2020 stood at $622.1 million.

Capex spending during 6M20 was 
$52.5 million. Approximately $29.1 
million was spent on construction of fuel 
storage facilities and $12.7 million was 
spent on Petrosea. 

Indika’s revenue down 18.2% on weaker coal business
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Petrosea’s revenue  
drops 26.1%

IDX-listed mining, infrastructure, oil 
and gas services company PT Petrosea 
Tbk saw revenue in the first six-month 
ending June this year dropped 26.1 percent 
to US$175.9 million from $238.0 million 
in 6M19.

Petrosea’s parent IDX-listed PT Indika 
Energy Tbk said in a statement  that the 
lower revenue was mainly due to lower 
revenue contributions from engineering 
and construction (E&C) and mining 
services business segments.

Revenue from E&C decreased by 
34.5 percent to $33.5 million from $51.1 
million in 6M19 with the completion of 
Adaro project last year and partly lifted by 
Freeport JIIPE project.

Contract mining decreased by 21.4 
percent YoY to US$104.0 million in 
6M20 on the back of lower overburden 
removal volume at 45.8 mbcm vs 58.3 
mbcm in 6M19.

Despite lower revenue in contract 
mining segment, gross profit from the 
segment was slightly higher at $22.6 
million at gross margin of 21.7 percent 

in 6M20 vs gross profit of $22.0 million 
with gross margin of 16.6 percent in 
6M19, which the company attributed to 
the implementation of Minerva project 
at Tabang.

Lower OB volume was mainly a result 
of 2 months halt operation in Tabang mine 
due to Covid-19 outbreak and discontinued 
BMB contract. On the other hand, 
Petrosea saw 16.1 percent YoY higher OB 
volume from Kideco to 22.5 mbcm, as the 
company increased portion of Petrosea’s 
work at Kideco to replace Buma’s.

POSB revenue decreased by 53.2 
percent YoY to US$14.8 million due to 
completion of Kariangau project.

President presses for 
accelerating road map for 
coal optimization

President Joko Widodo has given 
instructions to expedite the road map 
for optimization of domestic coal to 
transform Indonesia from a crude coal 
exporter to a semi-processed or processed 
coal producer.

“I order to expedite the road map 
for the optimization of domestic coal 

by applying environmentally friendly 
technology,” he noted during a limited 
meeting on increasing the added value of 
coal through videoconferencing from the 
Presidential Palace in Bogor, West Java, as 
reported by state news agency Antara.

The president urged his ranks and 
files to decide on a strategy, with a 
clear direction, for the development of 
downstream products.

“(The strategy should take into 
account) how much (coal) will be 
converted into gas and petrochemicals 
and which areas will be used to develop 
the coal downstream industry, so we will 
see what our direction will look like,” 
he noted.

The head of state further highlighted 
the need to determine areas that hold 
sufficient coal deposits to ensure coal 
supplies to the downstream industry.

He noted that several priority 
programs can be implemented to support 
optimization of domestic coal, including 
the coal or dimethyl ether (DME) 
gasification program, and coal-to-syngas 
gasification program.

Kideco’s revenue down on 
lower coal price

East Kalimantan coal miner PT 
Kideco Jaya Agung, a subsidiary of IDX-
listed PT Indika Energy Tbk, saw lower 
revenue in the first half of this year due to 
a combination of declining sales volume 
and selling price amid a depressed global 
coal market.

Indika said in a statement that 
Kideco’s revenue in the first six-month 
period ending June of this year fell by 18.1 
percent to US$663.2 million compared 
to same period of last year due to lower 
average selling price and sales volume.

Kideco sold 16.6 MT of coal at ASP of 
$39.8/ton in 6M20 compared to 17.5 MT 
of coal sold at ASP of $46.3/ton in 6M19, 
Indika said. 

C
A

 | K
ha

ls
a

[COALNEWS]

https://www.petrosea.com/
https://www.petrosea.com/
https://www.indikaenergy.co.id/
https://www.indikaenergy.co.id/
https://www.kideco.co.id/
https://www.kideco.co.id/
https://www.indikaenergy.co.id/


COAL ASIA OCTOBER 29 - NOVEMBER 29, 2020 27

In accordance with KEN 2050 
and RUEN 2017, coal energy 
will continue to play a major role 
in Indonesia’s electricity sector, 
Global developments that prioritize 
energy based on sustainable and 
environmentally friendly principles have 
been responded by the Indonesian 
government both on the upstream 
side of coal with the application of 
Clean Coal Technology (CCT) on the 
generation side and a number of 
programs on the downstream side 
(downstreamcoal).

Clean Coal Technology
In a virtual discussion held in March 

2020 by Enlit Asia, MKI and PT PLN 
Indonesia, PLN Primary Energy Director 
Rudy Hendra Prastowo said that coal 
was clearly considered incompatible 
with the future of clean energy. 

However, PLN’s coal assets currently 
contribute more than 60% of the total 
power generation capacity. With a 
50% contribution by 2025, coal clearly 
cannot be removed from the short term 
energy mix.

Currently there are seven Coal 
Power Plant (PLTUs) that have been 
operating using supercritical and 
ultra-supercritical technology with a 
total capacity of 5,455 MW. Ultra-
supercritical technology will also be 
applied to 9 PLTUs in Java with a total 
capacity of 10,139 MW which will be 
built until 2028.

The Indonesia Electrical Power 
Society (MKI) in celebratory activities 
of the 75th Indonesia National 
Electricity Day supported by PLN and 
the Directorate General Electricity 
take advantage of this moment 
to participate in promoting and 

disseminating information as well as 
this investment business opportunity 
in all series of 75th INED activities . 
Clean Energy will be one of the topics 
in the Digital Conference which will 
take place on 4 - 5 November 2020 
with the theme A Revival Momentum 
of Electricity Industry Towards an 
Advanced Indonesia. On the TV Show 
Commemoration of Indonesia’s 
National Electricity Day on 
November 7, 2020, using the slogan 
#ListrikHijauIndonesiaMaju, which 
will be broadcast on TVRI. Previously 
held the Running & Cycling Charity 
Movement “Energimu Cahayaku” is 
ongoing and will end on October 28, 
2020.

Coal Downstream
Indonesia is developing 

downstream coal with seven schemes 
in accordance with the principles 
of clean coal technology, namely 
gasification, coke making, underground 
coal gasification, coal liquefaction, 
coal quality improvement, briquette 
manufacturing, and coal slurry / 
coal water mixture. In addition, there 
are still co-firing activities that are 
already underway, in addition to 
reducing carbon emissions it will also 
have multiple effects on economic 
development and job creation. This 
effort continues after mining, where 
the reclamation of mining land is 
also directed to energy crops so 
that it becomes a cycle of “energy 
back to sustainable energy,”. Coal 
downstreaming will have more 
economic impacts in the future. 
Ifsikumbang/

Future Indonesia’s Coal: Generating Cleaner 
Electricity and Its Downstream is an Economic Driver
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Adaro’s MBP expands coal 
barging fleet

IDX-listed integrated coal mining 
firm PT. Adaro Energy Tbk (AE) is 
expanding its tug and barge fleet at its coal 
barging subsidiary PT. Maritim Barito 
Perkasa (MBP).

AE CFO Lie Luckman told Petromindo.
Com earlier this week   that MBP will add 
5 sets of tugs and barges by the end of this 
year to increase barging capacity.

As at the end of 2019, MBP had a fleet 
of 33 barge sets (tug and barge) and four 
self-propelled barges (SPBs) with around 
455,000 tons of carrying capacity and six 
transshipment facilities comprising four 
floating cranes and two floating transfer 
units (FTU) with 162,000 tons per day 
throughput rate.

In 2019, MBP made an investment to 
expand its barge fleet by ordering third-
party shipbuilders to build five barges of 

15,000 dwt, three tugboats of 3,200 hp and 
one tug boat of 1,200 hp. The new barges 
will replace the chartered barges.

In 2019, MBP served its sister 
company Adaro Indonesia by barging 
47.57 million tons of its coal. MBP also 
served another sister company Adaro 
Met Coal  by barging coal along the 
Barito River from Muara Tuhup port to 
intermediary stockpile (ISP) in South 
Barito district, to AE’s  IBT’s Pulau Laut 
port, and to Taboneo port, and from ISP 
to Pulau Laut port and Taboneo port. In 
2019, AMC’s coal barged by MBP totaled 
1 million tons.

PSG starts operations in C. 
Kalimantan coal mine

PT Prima Sarana Gemilang (PSG), a 
mining contractor part of the Indomobil 
Group, has recently started the first 
production operation at a coal concession, 

owned by coal miner PT Pada Idi, 
in Barito Utara Regency, Central 
Kalimantan Province.

PSG has secured 5-year mining 
contract with production targets of 2.5 
million tons of coal and 25 million bank 
cubic meters (bcm) of overburden (OB) 
removal volume in the first year.

“We have conducted the first cut 
this week. The production targets in the 
first year are 2.5 million tons of coal 
and 25 million bcm of OB,” Bambang 
Prijono, President Director of PSG, said 
to petromindo.com on Thursday.

As of September 2020, PSG produced 
7.3 million bcm of OB and 1.8 million 
tons of coal compared to full-year target 
10 million bcm of OB and 2.4 million 
tons of coal. PSG is also operating at 
Sambarata mine in Berau regency, East 
Kalimantan for PT Nusantara Berau Coal, 
a unit of Ithaca Resources Group. 
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P
T Indika Energy Tbk (Indika 
Energy) successfully priced 
a landmark USD450 million 
5NC2-year Senior Notes 

offering (“Notes”) with a coupon of 8.250% 
and a re-offer yield of 8.250%, to fund the 
redemption of its 2022 and 2023 Notes, 
and its plans to expand its non-coal related 
businesses. The Notes are expected to be 
rated Ba3 by Moody’s and BB- by Fitch.

This transaction represents Indika 
Energy’s first bond offering in almost 
3-years, with the previous offering - a 
USD575 million 5.875% 7NC4-year Notes 
back in November 2017, used to fund its 
then acquisition of an additional 45% stake 
in PT Kideco Jaya Agung (Kideco).

Expected to be part of a broader 
USD650 million financing package, the 
transaction exemplifies Indika Energy’s 
prudent financial management policies 
with the refinancing of its near-term 
maturities, and more importantly, its 
aims to transition toward a lower revenue 

contribution from coal-related activities 
over the next 5-years.

Against a backdrop of increasing 
focus on Environmental, Social and 
Governance (“ESG”) considerations, 
Indika Energy laid out its diversification 
strategies and ESG initiatives, as part of 
its goal to achieve its target of growing the 
proportion of its non-coal related revenue 
contribution to approximately 50% of its 
total revenue by 2025.

The offering was met with strong 
global demand from a diverse set of 
investors, with final orderbook at pricing 
came in more than 4x of the planned bond 
issuance of USD450 million. In terms 
of geographical splits, 61% of the New 
Notes were allocated into Asian investors, 
and the remaining 39% into the U.S. and 
EMEA investors.

M. Arsjad Rasjid P. M., Indika 
Energy’s President Director remarked, 
‘The robust support from the investor 
community on Indika Energy’s journey 

towards an environmentally- sustainable 
future is further evidence of the confidence 
they have in my management team’s 
business diversification strategies and ESG 
initiatives, as well as our prudent financial 
management. This transaction will put the 
company in a strong position to execute on 
our strategies to diversify beyond coal in a 
prudent and disciplined manner.”

The Notes are being offered and sold 
in a private offering to persons who are (a) 
both qualified institutional buyers rQ1Be9 
as defined in Rule 144A under the U.S. 
Securities Act of 1933, as amended (the 
“Securities Act”) in transactions exempt 
from the registration requirements of the 
Securities Act and qualified purchasers 
(“Qualified Purchasers”) within the 
meaning of Section 2(a)(51) of the U.S. 
Investment Company Act of 1940, as 
amended and (b) to non-U.S. Persons 
(as defined below) outside the United 
States in reliance on Regulation S under 
the Securities Act, and in each case not 
a ‘benefit plan investor as defined for 
purposes of the U.S. Employee Retirement 
Income Security Act of 1974, as amended. 
The Notes are not offered or sold in the 
manner that constitutes a public offering 
or private placement in Indonesia under 
Law Number 8 of 1995 regarding Capital 
Markets and its implementing regulations, 
including OJK Rule No. 30 of 2019 on 
the Issuance of Debt-Linked Securities 
and / or Sukuk issued by ways of Private 
Placement. The transaction is expected 
to close on 22 October 2020, subject to 
customary closing conditions.

Approval in-principle has been 
received for the listing and quotation of 
the Notes on the Singapore Exchange 
Securities Trading Limited (the SGX-
STA). Admission of the Notes to the 
official fist of the SGX-ST is not to be 
taken as an indication of the merits of the 
offering, lndika Energy or the Notes. 

Successful pricing of Indika Energy’s USD450 million bond due 2025
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A
SX-listed mining firm Cokal 
Limited (ASX:CKA) said it 
is expediting the development 
of its Bumi Barito Mineral 

(BBM) Coking Coal project on the back of 
Covid-19 pandemic.

The company said the site preparations 
for the construction of the coking 
coal project have commenced. It has 
undertaken these activities (preparation 
works), subsequent to the receipt of a 
binding commitment from investors to 
provide Cokal with a US$20 million debt 
facility, which is sufficient to fund BBM 
project development.

BBM is located in the Central 
Province, Kalimantan Indonesia with an 
area of approximately 1,500 hectares. 
Delivering the BBM Coking Coal Project 
will allow Cokal to assess the next phase 
of its growth strategy with an aim to 
become a multi-project coal producer 
focussed on the Central Kalimantan 
region, it said.

The development strategy for BBM 
focuses on minimizing the upfront capital 
required to achieve first-production. Cokal 
is accomplishing this through:
• The utilization of mining contractors for 

mining operations;
• Contracting the transport logistics to 

third-party operators including the 
transportation of product coal from mine-
to-port and barging down the river; and

• Teasing down-river coal stockpiling 
facilities for transport efficiencies.

Currently, Cokal has approximately 
20 staff on-site at BBM preparing the site 
for the initial construction work to develop 
Cokal’s flagship BBM coking coal project.

Supporting Infrastructures
Reclamation of overgrown land has 

commenced along the existing, newly 
licensed, coal transport road. The future 
work program includes completion of 
clearing the roadway, upgrading sections 

of the roadway, and repairing and 
replacing culverts and bridges. The first 
batch of road reconstruction materials has 
been delivered to the site.

Cokal said it has secured the lease 
of an existing jetty in the Bomban area 
(at the end of the coal transport road), 
including approximately 10 hectares of 
surrounding land.

The jetty is ready for use, and the 
surrounding land will be utilized for 
stockpiling of product coal, fuel storage, 
delivery of mining equipment and support 
infrastructure, it said.

The jetty has been leased as an interim 
measure over the next 12 months to 
support expedited project development. 
Cokal will develop its own jetty in due 
course to reduce transport costs.

Current activities being undertaken 
include preparing infrastructure including 
fuel tanks, site offices and staff camp at 
the Krajan location on the Barito River 
within the BBM mining lease. 

Cokal expediting BBM coking coal project
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Baramulti says on track to 
meet coal output target

IDX-listed coal miner PT Baramulti 
Suksessarana Tbk said it is on track to 
meet this year’s coal output target of 11 
million-12 million tons, as the company 
sees the coal market has started to recover 
with rising demand in China and other 
regional markets.

While declining to disclose production 
performance in the first nine-month period 
of this year, Baramulti Director Eric 
Raharja said that production performance 
was in line with target. 

“We’ll try for the company 
performance to be about the same as last 
year,” he told news portal kontan.co.id 
on Wednesday.  Last year, the company 
produced 11.86 million tons of coal with 
revenue of US$418.08 million.

In the first half of this year, the 
company produced 5.37 million tons of 
coal, or about 45.31 percent of last year’s 
output volume.   Meanwhile, coal sales 
volume in the January-June 2020 period 
reached 5.45 million tons.

The company operates two mines 
namely PT. Baramulti Suksesssarana 
mine in Loa Janan, Kutai Kartanegara, 
East Kalimantan, and PT. Antang Gunung 
Meratus (AGM) in Hulu Sungai Tengah 
regency, South Kalimantan.  Currently 
around 80 percent of the company’s coal 
production comes from AGM. AGM 
produces coal with CVs of 3,700, 4,200 
and 4,600 kcal/kg (GAR).

Eric said that the global coal market 
has started to recover in the second 
half of this year, particularly China, the 
company’s largest market. 

He said that the company is also 
looking at growing opportunities in 
Southeast Asian markets such as the 
Philippines, Thailand, and Malaysia.  “To 
increase electrification rate, I think coal 
will remain the most feasible option for 
newly developed markets,” he said.

Eric said that China is expected to 
account for about 40 percent of this year’s 
total sales volume.  Last year, China 
accounted for 32.4 percent, followed 
by India 28.97 percent, Indonesia 27.93 

percent, South Korea 5.20 percent, and 
others 6 percent. 

Seroja completes sales of coal 
shipping unit

SGX-listed firm Seroja Investments 
Limited announced completion  of sales 
of its coal shipping subsidiary Trans LK 
Marine Pte. Ltd.

As a consequence of the disposal, the 
company has ceased to have any operating 
business and has become a cash company.

Under the SGX listing rule the 
company must place 90 percent of its cash 
and near cash on an account opened with 
and operated by an escrow agent. The 
company said it  has placed S$39,295,000, 
representing approximately 90.2 percent 
of the company’s cash and short-dated 
securities in the Escrow Account.

The company said it is considering 
options to acquire potential business and 
assets to stay listed at the SGX.

Seroja is controlled by  IDX-listed 
investment firm PT.Saratoga Investama 
Sedaya Tbk. 
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R
ating agency Moody’s 
Investors Service said the 
liquidity of major Indonesian 
coal miners will remain 

sufficient in the next 12 months despite 
low coal prices environment. The liquidity 
condition in the following years will 
depend on earnings performance next year.

“For companies in volatile 
commodity sectors, such as coal, liquidity 
can really make or break the company. 
In terms of the Indonesian coal miners 
that we grade, liquidity should be 
sufficient for the next 12 months, but 
the refinancing risks will arise closer 
to 2022,” Maisam Hasnain, Moody’s 
Investors Service Singapore-based analyst 
said during a webiner on Coal Market 
Summit held by Petromindo (20/10).

Earnings volatility is one of the five 
factors that are affecting coal miners 
ratings, he said.

He said there are  no major maturity 
debts over the next 15 months or through 
to December 2021. This condition helps 

the miners minimize the near-term 
refinance risks. There is, however, a US$2 
billion debt maturity bonds for the sector 
in 2022, he noted.

“In the event of prolonged commodity 
price downturn, if the thermal coal price 
remains at low levels, the credit quality of 
these miners will weaken materially. 
This will make refinancing risks more 
challenging for them,” he said.

Hasnain said he did not expect 
the depressed coal prices to persist 
for a prolonged period due to expected 
production cuts undertaken by some 
Indonesian miners, which will help 
balance the supply and demand of coal.

“Given the weak coal price 
environment, we expect earnings 
to considerably decline this year, with 
many companies we grade recording 
earnings (EBITDA) decline anywhere 
between  20 to 40 percent,” he said.

“But, we expect some modest recovery 
in 2021. Of course, this modest recovery is 
underpinned by the expectation of gradual 

improvement in the macro-economic 
environment next year,” he said.

He hinted that Moody’s may review 
these companies ratings next year pending 
on the earnings outlook.

“If the earnings improvement 
that is expected next year does not 
materialize, or if earnings are weaker, 
then miners need to raise more debts. This 
could result in ratings downgrade for some 
of these companies,” he said.

Apart from earnings volatility as well 
as liquidity and financial risks, there are 
three other potential factors that could 
affect the ratings of Indonesian miners 
over the next few years. The three other 
factors are regulatory uncertainty, ESG 
(environmental, social and governance) 
consideration and growth and business 
diversification, added Hasnain.

The regulatory uncertainty is primarly 
on domestic regulations on license 
renewals, logistics and production levels, 
as well as on restrictions or limiting coal 
imports in other countries. 

Moody’s:  
Indonesia major coal miners’ liquidity remains sufficient

No material near-term debt maturities, 
but refinancing risk will rise closer to 2022
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metallurgical coal in 2020
IDX-listed coal and power 

producer PT Dian Swastatika Sentosa 
Tbk (DSSA), is expected to produce 2.1 
million tons of metallurgical coal in 2020 
through indirect subsidiary Stanmore Coal 
in Australia. 

“Metallurgical coal production 
volume is estimated at 2.1 million tons 
in (the period of) January to December 
2020,” Andrijanto Muljono, Director 
of DSSA, in a virtual public expose on 
Wednesday, but did not disclose 2019 
production volume.

For 2021 production target, Andrijanto 
stated that Stanmore Coal will disclose 
the plan at the end of 2020. “The sales 

of metallurgical coal are dedicated for 
steelmakers in Japan, Europe, South 
Korea, India and China,” he said. 

Stanmore Coal is an ASX listed 
metallurgical coal producer which owns 
and operates projects in the Bowen Basin 
and Surat Basin regions of Queensland, 
Australia. ASX’s financial year starts 
on July 1 and ends in June 30.  For 
the financial year ended 30 June 2020, 
Stanmore reported production of 2.35 
million tons of met coal.

Stanmore Coal is an indirect 
subsidiary of SGX-listed Golden Energy 
and Resources (GEAR), which is a 
subsidiary of DSSA.  GEAR’s subsidiary 
Golden Investments (Australia) Pte Ltd 

(GI) as per 18 May 2020 controls a total 
of 75.33 percent shares in Stanmore 
following a series of acquisition which 
started in December of 2018.

As of 30 June 2019, Stanmore Coal 
had coal resources estimated at 1.7 billion 
tons, marketable coal reserves estimated 
at 129.3 million tons, and a coal handling 
preparation plant with capacity of up to 3.5 
million tons per year.

Adaro to double met coal 
production

IDX-listed energy  firm PT. Adaro 
Indonesia Tbk plans to at least double 
metallurgical output from its Adaro 
Met Coal (AMC)  project in Central 
Kalimantan in 2021 to tap the growing 
market.

CFO Lie Luckman told Petromindo.
Com that coal production is projected to 
be at least 2.2 million tons, doubling this 
year’s output which is expected at 1.1 
million tons. “We hope to be able to at 
least double production in 2021,” he said.

Luckman said that developing AMC 
is quite a challenge due to its geographical 
location in the heart of Central  
Kalimantan.

Luckman said that metallurgical coal 
has bright prospects in the domestic and 
export market as a number of smelters 
have started operations in Indonesia and 
tendency of consumers’ countries to 
diversify supply.

According to Adaro website, AMC 
refers to a group of seven companies 
holding Coal Contract of Work (CCoW) 
for seven concession areas in Central and 
East Kalimantan provinces. The Maruwai 
Coal Basin, where the seven CCoWs are 
located, contains the largest relatively 
undeveloped metallurgical coal deposit 
in the world. Currently, the metallurgical 
coal resources within these CCoWs total 
1.27 billion tons (Bt) with reserves of 54.4 
million tons. 
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DSSA to produce 2.1m tons 
of India-Indonesia working 
group on coal to convene on 
Nov 5

The 5th Joint Working Group (JWG) 
on coal between India and Indonesia will 
be held on November 5, 2020, an official 
statement said on Tuesday as quoted by 
Indian news agency PTI.

The one-day meeting will be held 
through video conference from New Delhi 
due to travel restrictions on account of the 
coronavirus pandemic.

The meeting will deliberate on the 
Indian coal policy reforms -- recent 
updates, coking coal exploration and 
commercial coal mining. It will also 
focus on the potential of Indonesia-
India business cooperation in coal post 
COVID-19, the coal ministry said.

A B2B session will bring together 
industries from both the sides to 
discuss the issues impacting business 

opportunities. This will also explore more 
areas of business opportunities in the coal 
sector. The deliberations will guide the 
coal business between the two countries, 
the statement added.

Harum’s coal output  
drops 21%

IDX-listed coal miner PT Harum 
Energy Tbk saw its coal output in the third 
quarter of this year dropped by 21 percent 
to around 2.1 million tons compared 
to same quarter of last year amid weak 
global demand due to pandemic-triggered 
economic recession.

Harum President Director Ray Antonio 
Gunara was quoted by news portal kontan.
co.id as saying Tuesday that the company 
maintains its coal production target of 3.5 
million-4 million tons this year.

He added, however, that the company 
will not only focus on achieving 
production target but also put priority on 

operating margin. 
Harum has yet to disclose sales 

performance in the third quarter 2020, but 
Ray said that global coal demand during 
the quarter declined particularly in key 
markets of China and India.

China is Harum’s largest market.  In 
the first semester of this year, export to 
China accounted for 57 percent of total 
sales, followed by Thailand (15%), and 
South Korea (14%).

Ray said that to help compensate for 
declining export to China, the company 
is looking for new markets including in 
Bangladesh, the Philippines, Vietnam, 
and Pakistan.  “Coal consumption in these 
countries is increasing amid capacity 
expansion of their power plants,” he said.

Harum has yet to realize its domestic 
market obligation (DMO), as the 
specifications of its coal are different to 
those required by domestic consumers.

Harum produces coal with calorific 
value of 5,400 kcal/kg-5,800 kcal/kg. 

PTBA plans higher coal 
output, sales next year

IDX-listed coal miner PT Bukit Asam 
Tbk (PTBA) plans higher coal production 
of 28 million-30 million tons next year, 
as demand is seen increasing in the fourth 
quarter of this year.

The state-controlled firm has 
previously revised downward its coal 
production target for this year to 25.5 
million tons from the initial target of 29 
million tons due to the Covid-19 pandemic 
that had undermined demand and price.

“We’re still discussing with the 
shareholders, but we’re considering to 
increase production and sales next year to 
28-30 million tons,” said PTBA Director 
of Commerce Adib Ubaidillah recently. 

Adib added that the company sees 
rising demand from a number of export 
markets including China in the fourth 
quarter of this year. C
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Govt sets higher coal output 
target for next year

The country’s coal production next 
year is targeted to increase by around 10 
percent to 604 million tons from the 550 
million tons target for this year.

Director of Coal and Mineral 
Management Program at the Ministry 
of Energy and Mineral Resources 
Muhammad Wafid said at a webinar on 
Tuesday that domestic coal consumption 
next year is projected at 171.2 million 
tons, up from 157.2 million tons this year.

The government has set three 
production scenarios for 2021, namely low, 
moderate, and optimistic.  Under the low 
production scenario, the country’s coal 
output is projected at only 527.3 million 
tons, while under the moderate plan, 
production target is set at 591 million tons. 

Coal price seen to improve 
due to La Nina

Coal price is expected to continue to 
increase toward the end of this year due to 
extreme weather condition triggered by La 
Nina and rising demand from China.

Patricia Lumbangaol, Market 
Research Manager of Adaro Coaltrade 
Services International, said that the La 
Nina weather phenomenon will cause 
heavy rainfall in Indonesia including 
in key producing island of Kalimantan.  
“There will be production disruption due 
to La Nina,” she told a webinar held by 
Petromnido.

Patricia added that the current coal 
price does not reflect “normal” level, and 
thus predicted the price to improve over 
the next few years.

Jimmy Deng, General Manager of 
Indonesia Branch of China Coal Solution, 
confirmed, saying that seaborne coal 
demand will increase, but said that it 
would cause significant impact on price 
because of oversupply from Indonesia.

Thermal coal price has started to 

recover in recent weeks, triggered among 
others by rising demand from China.  
After having been stuck at US$50 per ton 
since May, the benchmark Newcastle price 
increased by around 11 percent last week.

UBS, an investment bank, said in a 
recent report to clients that it was positive 
on coal, with a view that the recent 
bounce prices remain below long-run 
sustainable levels.

Thermal coal, according to UBS, will 
rise to $65 per ton next year, and then up 
to $68 per ton in 2022 and $70 per ton in 
2023. Hard-coking coal will move up to 
$145 per ton next year and then up again 
to $150 per ton in 2023.

Indonesia’s coal export to 
India drops 27%

Indonesia’s export of thermal coal to 
India in the eight-month period ending 
August of this year dropped by 27 percent 

to 22 million tons, compared to same 
period of last year.

“Total coal import from Indonesia in 
January-August (2020) was 22 million 
tons, or down 27 percent year-on-year.  
This is the steepest drop compared to 
(imports from) other (coal) exporting 
countries,” Abhisek Rakkhit, Principal 
Research Analyst of IHS Markit said at a 
webinar held by Petromindo.

He said that India’s coal import this 
year is expected to fall by 20 percent to 
around 147 million tons compared to 185 
million tons last year.

He added that Indonesia’s share of 
India’s total coal import has declined to 59 
percent this year from 64 percent last year.

India is Indonesia’s second largest coal 
export market after China.  The lockdown 
in India in recent months following the 
Covid-19 outbreak has hampered export to 
that country. 
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RI’s coal export to China to 
rise sharply in Q4

Indonesia’s coal export to China is 
expected to increase sharply in the fourth 
quarter of this year amid strong demand, 
said Jimmy Deng, General Manager of 
Indonesia Branch of China Coal Solution.

Speaking at a webinar held by 
Petromindo, Jimmy said that Indonesia’s 
coal export to China has not suffered 
any serious constraints except for the 
coal import quota policy applied by the 
Chinese government to protect jobs at 
domestic mines. 

In contrast, Australia faces obstacles 
in exporting coal to China, amid strained 
political relations between the two 
countries.  Reports said recently that 
Chinese mills and power plants have been 
verbally instructed to stop coal import 
from Australia.

Jimmy said that Indonesia is the 
largest coal exporter to China, the world’s 
largest coal market.  In the first nine-
months of this year, China imported 109.7 
million tons of coal, which is a 6.1 percent 

year-on-year decline.  Last year’s China’s 
coal import from Indonesia totaled 137.6 
million tons. 

“Indonesia’s coal (export) to China 
is expected to increase sharply in Q4 of 
this year,” he said, without providing the 
estimated figure.

China’s economic recovery has gained 
momentum as it registered an economic 
growth rate of 4.9 percent in the third 
quarter ending September this year, 
higher compared to the 3.2 percent growth 
registered in the second quarter.

Vietnam’s coal requirement 
to continue to rise through 
2024

Vietnam’s coal requirement will 
continue to increase until 2024, when 
all new coal-fired power plant projects 
with combined capacity of 7.3 GW are 
completed.   

Ghee Peh, an analyst at Vietnam’s 
Institute for Energy Economics and 
Financial Analysis told a webinar held 
by Petromindo said that the additional 

capacity of 7.3 GW will require a total 
of 18.3 million tons of coal per year 
assuming that each GW requires about 2.5 
million tons of coal per year.

Total capacity of existing coal-fired 
power plants in Vietnam is 20 GW, with 
annual coal consumption of 50 million 
tons, of which 35 million tons are sourced 
from domestic production and the 
remaining 15 million tons from imports, 
he said.

Ghee said that six new coal fired 
power plants are being developed in 
Vietnam, which are targeted to be 
completed between 2021 and 2024.

Ghee said that Indonesia only 
accounted for about 30 percent of 
Vietnam’s coal import, lower than 
Australia’s 35 percent share.

Sriwijaya plans Keramasan 
coal terminal

South Sumatera provincial 
government-owned logistics firm PT 
Sriwijaya Mandiri Sumsel (SMS) is 
teaming up with state railway company PT  
Kereta Api Indonesia (KAI) to develop  a 
river coal terminal  with handling capacity 
of 20 million tons per year.

SMS CEO H. Sarimuda  said that the 
feasibility study for the project has been 
completed and currently the company is in 
the process of obtaining necessary permits.

Sarimuda expects the 
terminal will become 
operational in late 2022.

Under the plan, SMS will build an 
8-km haul road from KAI’s  Simpang 
Station to the proposed  Keramasan  coal 
terminal, where  coal will be transported 
via barges.

Coal from mines in Lahat and Muara 
Enim regencies will be transported by 
railway to Simpang  Station where it 
will be discharged and transported to 
Keramasan  jetty in Musi River. C
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Govt sees coal downstream as 
backbone of energy mix

The government reiterates that coal 
will continue to be the backbone of the 
country’s future energy mix by processing 
the fuel into various downstream products.

Sujatmiko, Director of Coal 
Development and Management at the 
Ministry of Energy and Mineral Resources 
said in a statement that the government 
is pushing for the development of seven 
coal downstream industries to help secure 
sustainable energy supply for the country 
in the future.

The seven coal downstream schemes 
are coal gasification, cokes making, 
underground coal gasification, coal 
liquefaction, coal upgrading, coal briquette, 
and coal slurry/coal water mixture.

“The seven coal downstream 
(industries) are the future of the country’s 
coal (sector) to become the backbone of 
the energy (mix),” Sujatmiko said. 

Sujatmiko said the ministry has targeted 
for three additional coal upgrading facilities 
in 2024, 2026 and 2028, each with capacity 
of 1.5 million tons per year.

Meanwhile, coal gasification project 
will be developed by coal miner PT 
Bukit Asam Tbk, to convert coal into 
dimethyl ether (DME) as substitute of 
LPG, projected to start operation in 2024.  
Another coal gasification project is planned 
by coal miner PT Kaltim Prima Coal.  

He said that two new coal briquette 
facilities are expected to be completed in 
2026 and 2028, with capacity of 20,000 
tons per year.  Meanwhile, cokes making 

facility is expected to be completed, also 
in 2026 and 2028, with capacity of about 1 
million tons per year. 

Sujatmiko reiterated that to help 
accelerate the coal downstream industry 
development, the government has 
prepared incentives.  Non-fiscal incentive 
includes issuing mining business permit 
for the entire life of the coal reserves, 
which means that the mining business 
permit is no longer limited to the normal 
20-year period. 

Meanwhile, fiscal incentives include 
exemption of royalty for coal to be used in 
downstream project.

Sujatmiko said that Indonesia has huge 
coal resources of 149 billion tosn with 
reserves of about 38 billion tons. 

IP conducts first coal 
unloading for Kalbar-1 power 
station

A first coal unloading ceremony was 
held virtually, transferring coal from a 
barge to the Kalbar-1 coal-fired power 
station in West Kalimantan. 

State-owned power producer PT 
Indonesia Power (IP) said in a statement 
obtained Tuesday that a ship unloader was 
used to transfer the coal from the barge to 
a belt conveyor, which then transfers the 
coal to the power station. 

The statement said that the barge has 
capacity to transport about 6,000 tons 
of coal. The 200 MW Kalbar-1 power 
station is jointly owned by IP and China’s 
private firm Golden Concord Holdings 
Ltd (CGL).  Construction started in 
August of 2017.

Early in August, Director General 
of Electricity Rida Mulyana said that 
commercial operation of the Kalbar-1 
power station may be delayed due to 
restrictions in the mobility of engineers 
and materials during the Covid-19 
pandemic.  Construction progress at the 
time had reached more than 96 percent. 

[COALNEWS]
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Arutmin awaits extension of 
operating permit

Coal miner PT Arutmin Indonesia, 
a subsidiary of IDX-listed coal firm PT 
Bumi Resources Tbk, expects the 
government to soon decide on the 
company’s request for an extension of its 
operating permit which his set to expire on 
1 November 2020.

If approved by the Ministry of Energy 
and Mineral Resources, Arutmin will see 
its operating permit converted from the 
current coal contract of work (PKP2B) 
regime into special mining business 
license (IPUK).   

General Manager Legal & External 
Affairs at Arutmin, Ezra Sibarani, was 
quoted by news portal kontan.co.id 
as saying Friday that the ministry’s 
Directorate General of Mineral and Coal 
(Minerba) is currently at the final phase 
of evaluation process of the extension 
request.  “The progress is at the final 
phase.  We’re still waiting for the 
announcement (of the decision) because 
it’s fully the authority of the Minerba,” 
Ezra said, hoping that the company could 
already have secured the new IUPK before 
the end of this month.

Arutmin submitted a request for an 
extension of the operating permit to 
the ministry on 24 October 2019.  The 
company owns coal concessions in 
Satui, Senakin, Batulicing and Asam-
asam in South Kalimantan, totaling 
57,107 hectares.

According to March 2018 Joint Ore 
Reserves Committee (JORC) Arutmin’s 
coal reserves stood at 213 million tons, 
while resources at 1.66 billion tons.

Director General of Coal and Mineral 
Ridwan Djamludin said on 27 August that 
based on evaluation by the directorate, 
Arutmin was considered to have good 
performance.

Aside from Arutmin, there are six 
other first generation PKP2B coal miners 
whose operating permits will expire within 
the next few years including PT Kendilo 
Coal Indonesia (1,869 ha/to expire on 13 
September 2021), PT Kaltim Prima Coal 
(84,938 ha/31 December 2021), PT Multi 
Harapan Utama (39,972 ha/ 1 April 2022), 
PT Adaro Indonesia (31,380 ha/1 October 
2022), PT Kideco Jaya Agung (47,500 
ha/13 March 2023), and PT Berau Coal 
(108,009 ha/26 April 2025).

Kaltim Prima Coal and Multi Harapan 

Utama have already submitted request for 
renewal of operating permit.  Kaltim Prima 
is also a subsidiary of Bumi Resources.

RMK plans further coal 
handling capacity expansion

South Sumatra coal logistics services 
company PT. RMK Energy plans to 
further increase coal handling capacity 
to 20 million tons per annum in 2023 to 
anticipate increasing production in the area.

CEO Tony Saputra said in a webinar 
organized by Petromindo.Com that the 
company continued to increase capacity 
of its loading-unloading infrastructure, 
which includes construction of an 8-km 
conveyor belt from unloading point at 
Stasiun Simpang railway station to its jetty 
in Keramasan.

Currently RMK has a handling 
capacity of 12 million tons with next 
year’s capacity is planned to increase to 15 
million tons.

RMK will handle 9 million tons of 
coal in 2021 and expects the volume to 
further increase as it is now constructing a 
loading point at Gunung  Megang area to 
complement three existing loading stations 
in Lahat regency, where a number of coal 
producers are operating but their output is 
limited by hauling infrastructure.

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.

RMK’s  customers include PT 
Budi Gegap Gempita , PT Dizamatra 
Powerindo, PT Muara Alam Sejahtera, 
PT Bara Alam Utama, PT Golden Great 
Borneo and PT Gumay Prima Energi, PT 
Adaro Indonesia tbk,  PT  Manambang 
Muara Enim; and PT Truba Bara Banyu 
Enim. C
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Mining is considered to be 
one of the world’s most 
inherently dangerous 
industries. The sheer 

complexity of its environments, the type 
of machinery operated, the associated 
systems, procedures and methods in use 
across the sector all pose physical and 
financial hazards.  

Given that such high potential for 
major incidents exists, risk management 
should be prioritised.  Keith Ricketts, 
Vice President of Marketing of Sword 
GRC, outlines five ERM ‘essentials’ that 
can safeguard organizations across the 
board – from helping ensure the safety and 
wellbeing of the workforce, right through 
to preserving value for stakeholders.

1. A single source of truth
According to an Ernst & Young study 

a fully integrated risk management system 
can contribute to up to three times the 
EBITDA.

Love them or hate them, we all know the 
power of spreadsheets to record, organize 
and communicate data.  But for providing 
C-level strategic oversight of the risk 
exposure of a multinational mining business, 
traditional methods just don’t cut it.

Islands of inaccessible data, inadequate 
monitoring, out-of-date in places and up-
to-date in others, recorded in inconsistent 
formats, make it impossible to accurately 
consolidate spreadsheets across a business 
in order to report upon the total picture of 
risk exposure.

A fully integrated system provides 

‘a single source of truth’, giving each 
role within the business a window into 
the precise risk information required and 
drawn from a single, central repository, 
ensuring the most up to date and accurate 
risk information available, recorded by 
standardised methods and consolidated 
into intuitive reports and dashboards.

2. Instant insight
A picture tells a thousand words

With such vast sets of risk data, a 
company’s risk management must live and 
die by the capacity of its ERM system to 
convert that data into meaningful business 
metrics and intuitive dashboards that 
impart instant insight to users.

If you want fast and efficient decision-
making, give each risk user (from ops to 
board level) single screens made up of 
panels containing various critical pieces of 
information – interpretable at a glance in 
the form of traffic lights, meters, gauges 
and colour-codes.  Give them flags for 
action and remediation.  Provide KPIs, 
problem-identification, negative trends, 

personalized per user and role, and make 
their focus business-driven. 

3. Evaluate the upside
That which glitters, is sometimes gold.

High risks can go hand-in-hand with 
major gains.  Key to your risk management 
framework is its capacity to evaluate the 
opportunities that go alongside any given 
risk profile.  Sword Active Risk Manager 
(ARM) provides mining organizations 
with the capacity to score risks on both 
qualitative and quantitative measures; 
identify the emerging risks and highlight 
risk connection. This is achieved through 
the collation of all opportunity data from 
employees on the frontline who are best 
placed to see the upside options. Critical 
information is made instantly available 
through dashboards and reports, providing 
an upside view of risk and the ability to 
identify opportunities throughout projects.

4. Mobile-enable your risk-management
Creating enterprise mobility.

Asking engineers, supervisors and 
risk managers who assess risk out in the 
field, to return to their desks in order to 
translate risk exposure onto computer 
later, is inefficient, slows the flow of 
information, invites error, and places 
unnecessary barriers in the way of risk 
recording.  Too many barriers and risks 
may go unreported altogether.

That’s why an in-the-field mobile risk-
recording app should be a top priority for 
any mining business – one on which risks 
can be identified, recorded and graded in a 

Five risk-management priorities to safeguard 
shareholder value in the mining industry

OPINION
Clayton Scott | Regional Director ASEAN | Sword GRC
Clayton.Scott@sword-grc.com
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quick and easy manner, at the coal face, or in 
the boardroom, wherever they are identified.

5. Collaboration
A single view of risk for all 

As organizations abandon their offices 
and executives increasingly work within a 
virtual organization, more today than ever 
before, you need risk management systems 
and processes that foster collaboration 
and glue the whole risk team together.  A 
common understanding of the organization 
and its business purpose is important for 
risk culture. Messaging to all employees 

that managing risk is everybody’s 
responsibility should be constantly 
reinforced.

Whether risk culture comes first, and an 
ERM system underpins it, or whether the 
implementation of a new ERM is used as 
a business driver to engender a new focus 
upon enterprise risk management - and be 
it on-premise or in the cloud - it is essential 
that the new risk system is highly available, 
to users working from home, in the office, 
or out in the field, and that it fosters 
collaboration, improves communication, 
and pulls the team together.

Put risk at the top of the project agenda 
“Taking a scalable approach and 

armed with a single view of risk that 
starts from the ground up and runs across 
all aspects of the business, our mining 
customers can ensure that risk is top of the 
project agenda,” explains Keith Ricketts, 
Sword GRC. “Organizations can benefit 
from valuable time and cost-saving 
opportunities, whilst identifying threats 
before they impact. Risk management has 
a vital role to play in protecting people, 
driving growth and bolstering profitability 
in any high-risk industry.” 

This webinar is co-hosted by Sword 
GRC and Coal & Minerals Asia.
There will be two presentations as well as  
a fireside discussion at the end.  
This includes:
• “Practical learnings from risk 

management improvement projects in 
mining.” Jean-Michel Bour, BHP, Rio 
Tinto, Consultant.

• “Beyond Project Risk Management.” 
Dean Stewart, Project Risk Manager.

• Fireside Discussion: “Experience from 
the coal face: How risk management has 
returned value to the business?”.

• Time: Wednesday, November 18, 2020
• APAC
• 1 hour 30 mins
• Jakarta, Indonesia - 12:00 pm
• Kuala Lumpur, Malaysia - 13:00 pm 
• Melbourne, Australia - 16:00 pm
• sword-grc.com/webinars

The Value of Risk Management in Mining
Jean-Michel Bour
Consultant (BHP/Rio Tinto)
Jean-Michel has over 20 years of experience in the 
mining industry, including a long stint at BHP where 
his last responsibilities were to the roll-out of a risk 
transformation project across global functions. Since 
going freelance in 2019, he has been working with 
other miners such as Rio Tinto to help them develop 
their risk culture, capabilities and processes towards 
good practice.

Dean Stewart
Project Risk Management
Dean has over 40-years’ experience in Governance, 
Risk Management, Assurance, Compliance and 
Insurance in industries and projects covering; Oil 
& Gas; Mining; Infrastructure on road and railways; 
Insurance and Banking. He is experienced in areas 
of risk on; Projects Schedule & Cost Risk Analysis, 
Quantitative & Qualitative assessments, Safety, 
Environment, Quality, Reputation, Legal &Regulatory. 
Dean has successfully implemented risk management 
with corporations and projects by engaging and 
educating people at all levels from the boardroom to 
the coal face to ensure success.
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Amidst all the controversies 
surrounding the Job Creation 
Bill (Undang-undang Cipta 
Kerja – “CK Law”), the 

House of Representatives has decided to 
pass it into law. Although it is heavily 
focused on manpower related matters, the 
CK Law will also have an impact on the 
mining business in Indonesia. This is a 
result of the promulgation of Law No. 3 
of 2020 on Amendment to Law No. 4 of 
2009 concerning Mineral and Coal Mining 
(“Law 3/2020”), which includes matters 
which were previously in the preliminary 
draft of the CK Law. It is understood 
that a major portion of the preliminary 
draft of the CK Law has been moved 
to be included in Law 3/2020 instead. 
Accordingly the following brief elaborates 
on the provisions of the CK Law and Law 
3/2020 and their effect on the mining 
business industry.

Financial  benefits for coal mining
As frequently claimed by the 

Indonesian President and his ministers, the 
CK Law is intended to simplify procedures 
and bureaucracy in important investment 
sectors in Indonesia which were previously 
deemed complicated and unappetising 
for investors. This would mean to include 
a relaxation of limitations as well as 
additional benefits to investors, in the 
hope that more investment will come to 
Indonesia, which will eventually open new 
sectors of employment, hence the name 
“cipta kerja” (job creation).

In the mineral and coal mining sector, 
the CK Law includes and specifically 

mentions that a special tax treatment for 
coal mining businesses can be given in 
the form of a 0% (zero percent) royalty 
payment. This would be applicable to coal 
mining businesses which have performed 
the coal value upgrade exercise. This coal 
value upgrade exercise is referred to in 
the provision of Article 102 paragraph 
(2) of Law 3/2020, which stipulates that 
holders of a mining business license (Izin 
Usaha Pertambangan – “IUP”) or special 
mining business license (Special Mining 
Business License – “IUPK”) can perform 
an “Upgrade and/or Utilization of coal”. 
From a regulatory point of view, the Law 
3/2020 does not specifically mention (i) 
what this upgrade/utilization exercise 
consists of, and (ii) the verification 
procedures and required documents 
needed for a holder of IUP or IUPK to 
claim the special financial benefits. Given 
the generic provisions in both the CK Law 
and Law 3/2020, it is believed that this 
provision must be further elaborated under 
implementing regulations for Law 3/2020.

VAT imposition on coal sales
Aside from the above, the CK Law 

also includes changes to the provisions of 
Law No. 8 of 1983 on Value Added Tax 
on Goods and Services and Sales Tax on 
Luxury Goods, as lastly amended by Law 
No. 42 of 2009 (“Law 42/2009”). Article 
112 CK Law amended the provision of 
Law 42/2009 related to exemptions from 
Value Added Tax (Pajak Pertambahan 
Nilai – PPN). Prior to the promulgation of 
the CK Law, coal mining products were 
exempted from VAT. The amendment 

under the CK Law now specifically states 
that coal mining products are excluded 
from the goods exempted from VAT. 

Given the financial benefits the CK 
Law has to offer, the above provisions on 
the imposition of VAT could be seen as an 
attempted balancing act on the part of the 
Government. In the hope that if the CK Law 
succeeds in coaxing investors or coal mining 
businesses into escalating their activities, 
the Government will receive a larger state 
income from VAT on coal transactions 
as the transaction value rises. From a 
transaction point of view, it can be expected 
that coal mining businesses will revisit their 
ongoing coal sales contracts to adjust them 
to this imposition of VAT on the contracts.

A centralized licenses issuance authority 
In line with the intended purpose of 

the CK Law, Law 3/2020 has already 
accommodated the shift of authority in 
issuing licenses in the field of mining 
businesses. Previously, under Law No. 
4 of 2009 on Mineral and Coal Mining 
(“Law 4/2009”) and its implementing 
regulations, mining business licenses 
were issued by the Minister of Energy and 
Mineral Resources, Governor or Regent 
depending on the (i) nature of the mining 
business license, and (ii) location of the 
mining business area. 

The CK Law stipulates that business 
licenses, including those in the field of the 
mineral and coal mining business, will be 
issued by the Central Government. This 
could be seen as an attempt by the Central 
Government to take more control of the 
issuance of the licenses, as opposed to the 

CK law and law 3/2020: 
An invitation to investors and mining business stakeholders

OPINION
By Akbar Bayu & Maurice Situmorang
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previous regime in themining law. The CK 
Law states that mining business activities 
must be performed based on a Licence to 
Do Business (Perizinan Berusaha) issued 
by the Central Government. The Licence 
to Do Business comprises (i) a Business 
Index Number (Nomor Induk Berusaha – 
NIB), (ii) a standard certificate and/or (iii) 
a license. 

Having mentioned the above, although 
it seems that the Central Government 
intends to take a more prominent role in 
the issuanceof mining business licenses, 
the CK Law stipulates that the Central 
Government may delegate the authority 
to issue Licences to Do Business to 
provincial Governments in accordance 
with the laws and regulations. This 
aforementioned provision indicates that 
regency governments will no longer have 
the authority to issue business licenses. 
It is understood that implementing 
regulations for the CK Law will be issued 
to accomodate this delegation of authority 
by the Central Government.

New forms of licenses
Forms of licenses were included in 

the CK Law draft per February 2020, 
but no longer in the promulgated version 
as they have already been stipulated in 
Law 3/2020. Law 3/2020 introduces new 
forms of licenses for mining business 
activities, amongst others: (i) IUPK for 
the Continuation of Contract/Agreement, 
(ii) Rock Mining License (Surat Izin 
Penambangan Batuan - SIPB), (iii) 
Transportation and Sales License, and (iv) 
Assignment License. 

While the IUPK for the Continuation 
of Contract/Agreement is clearly intended 
as a form of extension to a Contract of 
Work (Kontrak Karya – CoW) and Coal 

Contract of Work (Perjanjian Karya 
Pengusahaan Pertambangan Batubara – 
CCoW), no further details of the other 
forms of licenses are given in Law 3/2020. 
It is also not clear whether these new 
licenses will replace and/or substitute for 
the previous license in Law 4/2009 and its 
implementing regulations, for instance the 
IUP-OPK for Processing and/or Refining 
that is no longer mentioned in Law 
3/2020. It is believed that the transition of 
these licenses, along with details of their 
implementation will be regulated under 
implementing regulations for Law 3/2020.

Scale and term of mining business 
licenses

Provisions under Law 3/2020 have 
made some changes in relation to the 
mining areas granted to the holders of 
mining busines licenses. The changes are 
applicable for mining business licenses 
for (i) metallic minerals, (ii) non-metallic 
minerals, and (iii) coal, as detailed below:

With the exclusion of a minimum 
mining area, it can be deemed that this 
provision is intended to encourage mining 
businesses and/or investors to apply for 
and manage a more effective mining area 
depending on their respective capabilities. 

This may result in a growth in the numbers 
of mining business licenses issued, and 
accordingly affect the state income from 
the financial obligations of the holders of 
mining business licenses.

Aside from the mining areas granted, 
Law 3/2020 also includes changes in the 
periods of validity of mining business 
licenses, as below:

The above changes indicate that the 
Government intends to provide more 
certainty for mining businesses, in the 
sense that mining businesses now have 
a more definitive framework for the 
development of mining plans and activities 
in the mining area. 

Extension of  Mining Licenses
With regard to the extension of a 

production operation mining business 
license, Law 4/2009 only mentioned that 
mining operation production bussiness 
licenses are granted for a certain period of 
time and can be extended 2 (two) times. 
Many saw this provision as not giving 
certainty to holders of mining business 
licenses, as the mining business sector 
requires a large amount of investment and 
investors need certainty that their large 
invesment can be continued by securing 

Commodity Mining area under 
law 4/2009

Mining area under 
law 3/2020

Metallic Minerals 100,000 ha 100,000 ha

Non-Metallic Minerals 500 ha – 25,000 ha A maximum of 25,000  ha

Coals 5,000 ha – 50,000 ha A maximum of 50,000 ha

Commodity Period under 
law 4/2009

Period under 
law 3/2020

Metallic Minerals a maximum of 8 years 8 years

Non-Metallic Minerals a maximum of 3 years 3 years

Certain Type of Non-Metallic Minerals a maximum of 7 years 7 years

Coals a maximum of 7 years 7 years
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extensions of mining business licenses.
Law 3/2020 accommodates this concern 

by including a provision that the holders 
of production operation mining business 
licenses are guaranteed the grant of 2 (two) 
extensions, after fulfilling requirements in 
accordance with the provisions of the laws 
and regulations. This provision provides 
more certainty that extensions will be 
granted to holders of production operation 
mining busines licenses.  

Another important matter provided 
under Law 3/2020 is that holders of 
production operation mining business 
licences which perform (i) integrated 
processing and/or refining facilities for 
metallic mineral mining and (ii) integrated 
development and/or utilization activities 
for coal mining, can be granted the licences 
for a maximum of 30 (thirty) years period 
and are guaranteed the grant of a 10 (ten) 
year period for each extension, after 
fulfilling requirements in accordance with 
the provisions of laws and regulations. This 
provision is considered to be an attempt by 
the Government to attract investors with 
abilities in constructing processing/refining 
facilities to invest in Indonesia. It appears 
that unlike holders of other production 
operation mining business licenses 
such investors can be granted mining 
business licenses without any limitation 
on extension. Although the implementing 
regulations to this provision have still yet to 
be issued, this provision of Law 3/2020 is 
already serving as the ground for investors’ 
business in Indonesia  to be truly long-term. 

Limitation and prohibition on mining 
business licenses 

Law 3/2020 includes limitations on a 
holder of a IUP or IUPK (i) transferring 
its IUP or IUPK to another party or (ii) 
transferring its share ownership without an 
approval from the Minister of Energy and 
Mineral Resources. For the purpose of a 
transfer of IUP/IUP and transfer of shares, 

holders of IUP and IUPK must have at 
least (i) completed the exploration activities 
evidensing the existence of resources, 
and (ii) fulfilled administrative, technical, 
environmental and financial requirements. 
The law also states that the procedures for 
transfers of IUP/IUPK and/or transfers of 
shares will be further regulated by or based 
on a Government Regulation.

Further, with regard to securitization, 
holders of IUP and IUPK are prohibited 
from using their IUP or IUPK, including 
their mining commodities, as security 
for other parties. By inclusion of this 
provision, holders of IUP and IUPK will 
no longer be able to use commodities 
(i.e. stock of commodities) as a form of 
security for other parties. Therefore, in the 
framework of financing schemes, holders 
of IUP and IUPK will have to provide 
other forms of security. 

Certainty for CoW and CCoW
On the continuity of CoW and 

CCoW, Law 4/2020 and its implementing 
regulation provide that CoW and CCoW 
may be extended into a Production 
Operation IUPK First Extension without 
auction procedures following the 
expiration of the CoW or CCoW, and 
a Production Operation IUPK Second 
Extension will then be granted.

Law 3/2020 includes clear provisions 
that holders of CoW and CCoW are 
guaranteed grants of (i) 2 (two) extensions 
each for a period of 10 (ten) years, for 
CoW and CCoW which have not received 
any extension, or (ii) an extension of 10 
(ten) years after expiration of the first 

extension. It should be noted that for the 
most part holders of CoW and CCoW are 
mining businesses which have existed in 
Indonesia for a long time, and accordingly 
have been investing in the mining business 
in larger amounts. These provisions of 
Law 3/2020 provide certainty to holders 
of CoW and CCoW for the purpose of 
developing further mining development 
plans, as the Government provides 
guarantees on the extension of the license. 
It can be seen by this provision that the 
Government is trying to attract more 
investment in mining business sectors.  

Conclusion
The promulgation of the CK Law and 

Law 3/2020 includes many provisions 
which may deemed favorable for the 
mining business license holders and 
investors. This is in the hope that business 
investors are more eager to engage in or 
become involved in Indonesia’s mining 
business sectors, but also with the purpose 
of increasing state income generated from 
the mining business sectors. 

It should also be noted that a number 
of provisions in the CK Law and Law 
3/2020 give more clarity on issues in 
Indonesia’s mining business industry that 
have been highlighted in past years. In 
particular holders of CoW and CCoW now 
have clarity on how they can continue to 
do their mining business in Indonesia. 

However, as with many newly 
promulgated regulations in Indonesia, 
definitive implementing regulations for the 
CK Law and Law 3/2020 will be important 
for legal certainty. 
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S
GX-listed Silkroad Nickel Ltd, 
which operates nickel mines 
in Sulawesi, said that sales of 
nickel ore have been severely 

affected by the Covid-19 pandemic border 
controls and travel restrictions which 
remain in place in Indonesia.

Silkroad said in a statement its 
mining production is operating at 
significantly reduced capacity as the 
main mining contractor, PowerChina, is 
still unable to deploy its personnel from 
China.

The group has sold 26,174 tons of 
nickel ore for the nine months up to 30 
September 2020, and has approximately 
88,000 tons of nickel ore in its stockpile 
as at 30 September 2020.

Silkroad reiterated that the group 
reported a turnover of US$0.48 million 
and a loss before tax of US$2.09 million 
in the first-half of this year, as compared 

to a turnover of US$2.99 million and a 
loss before tax of US$1.77 million for the 
first half of the preceding financial year.

Silkroad said during the first-half 
of this year, it had taken a number of 
measures to keep costs down, including 
temporary wage cuts, a reduction in 
work force and deferral of non-essential 
expenditure.

In October 2020, the company signed 
a 3-year 10 percent loan facility of 
S$230,000 with a subsidiary company of 
Far East Mining Pte Ltd, the controlling 
shareholder of the company.  Despite 
the operational hurdles imposed by the 
Covid-19 pandemic, Silkroad believes 
that the current risks facing the group’s 
business will not derail its long-term 
strategy of becoming an integrated 
ferronickel manufacturing company.

Silkroad said in March of this year 
that it was seeking to ramp up its nickel 

ore production in order to meet supply  
requirements of  nickel  ore  to PT  
Transon Bumindo Resources (TBR) from 
October 2020 onwards.

On 11 December 2018, the 
company’s subsidiary PT Teknik Alam 
Service, signed a long-term nickel ore 
offtake agreement with TBR to supply 
at least 1.5 million tons of nickel ores 
per year over a period of 5-8 years.   The 
contract was estimated at the time to 
worth about S$400 million.

TBR is part of the Qingdao Hengshun 
Zhongsheng Group Co., Ltd. Group, a 
Shenzhen-listed company that is majority 
owned by the Qingdao state government, 
which invests in Indonesian industrial 
parks, mining, and energy with a focus 
on electricity.  TBR was also building a 
new rotary kiln electric furnace smelter 
facility approximately 2 km from 
Silkroad’s mine site in Sulawesi. 

MINERALNEWS

Silkroad: Nickel ore production 
undermined by pandemic restrictions
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Eramet reports nickel 
production from Weda Bay

French metal firm Eramet reported 
that its Weda Bay nickel smelter in North 
Maluku, has produced 13,000 tons of 
low-grade ferronickel alloys (Ni content) 
until September 2020 since the start of 
production in May 2020.

First shipment of 7,000 tons of 
nickel ferroalloy to a Chinese buyer was 
conducted in September this year.

The company said the plant is now 
operating at optimized capacity of 
35,000 tons Ni per year, with a highly 
competitive production cash cost.

Eramet also reported that since its 
opening in October 2019, its Weda Bay 
mine has produced close to 2.3 million 
wmt of ore.

2020 production at the Weda Bay 
Nickel mine and plant is expected to 
deliver respectively more than 2.5 million 
wmt and 20,000 tons of low-grade nickel 
ferroalloys, it added.

Weda Bay Nickel is a partnership 
between Chinese firm Tsingshan (57%) 
and Eramet (43%).

Trafigura, Blackrock eye 
Sulawesi nickel smelter 
projects

Singapore’s Silkroad Nickel Ltd said 
that Trafigura Pte Ltd and Blackrock 
(Singapore) Ltd have indicated interest 
to help finance its nickel pig iron blast 
furnace and rotary electric kiln smelter 
projects in Sulawesi. 

“As of the date of this announcement, 
the group has received non-binding 
indicative proposals from Trafigura 
Pte Ltd and Blackrock (Singapore) Ltd 
to provide financing for the aforesaid 
smelter projects, subject to, among 
others, the completion of due diligence 
by the potential investors and obtaining 
the necessary Board and regulatory 
approvals,” Silkroad said in a statement.

The company said these non-binding 
indicative proposals serve as the basis for 
negotiation and the Silkroad management 
is currently in discussions with such 
potential investors on the final terms and 
conditions before entering into definitive 
financing agreements. “There is no 
guarantee that these discussions will 
lead to definitive financing agreements 
and the Board will make the appropriate 
announcements as and when there are 
material developments on this matter.”

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.

Silkroad said in August of this year 
the NPI blast furnace smelter project was 
now expected to start operations in first 
quarter of 2021, a delay from the earlier 
schedule of fourth quarter of 2020 due to 
the Covid-19 pandemic restrictions. 

[MINERALNEWS]
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I
DX-listed mining firm PT Aneka 
Tambang Tbk (Antam) reported 
higher profit and revenue in the first 
nine months of this year, despite the 

pandemic-induced economic downturn, 
thanks particularly to strong sales of gold.

Antam said in a statement that net 
profit in the nine-month period ending 
September of this year increased by 30 
percent to Rp 835.77 billion compared to 
Rp 641.51 billion in the corresponding 
period of last year.

The company said that net sales 
revenue in the 9M20 period reached 
Rp 18.04 trillion.  It did not provide 
comparative figure for last year’s 
corresponding period, but said that net 
sales in the third quarter of this year 
jumped 119 percent to Rp 8.81 trillion 
from Rp 4.02 trillion in the second 
quarter of this year.    

Antam said that its gold product sales 
business accounted for 72 percent of the 
company’s total revenue in 9M20 period.  
It said that gold sales revenue in 3Q20 
soared by 170 percent to Rp 6.58 trillion 
from Rp 2.43 trillion in 2Q20, due to 
strong public appetite to invest in gold 
products amid the economic uncertainty 
during the pandemic period. 

Antam said that gold sales volume 
in 3\Q20 reached 6,967 Kg (223,994 
troy oz), significantly increased by 147 
percent compared to gold sales volume 
in 2Q20 of 2,818 Kg (90,600 troy oz). 
Antam’s accumulative gold sales volume 
for 9M20 reached 14,882 Kg (478,467 
troy oz).

The company said that gold 
production volume from the Pongkor and 
Cibaliung mines in West Java and Banten 
provinces in 3Q20 amounted to 430 Kg 
(13,825 troy oz), an increase of 6 percent 
from the gold production volume in 2Q20 
of 404 Kg (12,988 troy oz). During the 

9M20 period, Antam’s gold production 
reached 1,280 Kg (41,152 troy oz).  

Antam said that sales of ferronickel 
were the second largest contributor to 
Antam’s revenue, amounting to Rp3.26 
trillion or 18 percent of total sales. 
Atam’s ferronickel production sales in 
9M20 amounted to 19,507 tons nickel 
within ferronickel (TNi), relatively stable 
compared to 9M19 sales volume of 
19,703 TNi.

Ferronickel production volume in 
9M20 reached 19,133 TNi, slightly 
higher compared to 9M19 production 
volume of 19,052 TNi.

Meanwhile, in relation to  ferronickel 
cash cost competitiveness, during 9M20, 
Anta strengthened its position as one of 
the global low cost ferronickel producers 
with a cash cost level of US$3.34 per 
pound. Antam’s cumulative cash cost 
in 9M20 was 15 percent lower than the 
2019 cash cost of $3.95 per pound.   

On nickel ore commodity, during 
3Q20, the company’s nickel ore 

production volume reached 1.49 
million thousand wet metric ton (wmt), 
significantly increased by 100 percent 
compared to production of 745 thousand 
wmt in 2Q20. Meanwhile, nickel ore 
sales volume in 2Q20 was 1.04 million 
wmt, soaring by 522% compared to 2Q20 
nickel ore sales volume of168 thousand 
wmt. During the 9M20 period, Antam 
booked the accumulative nickel ore 
production volume of 2.86 million wmt 
with an accumulative sales figure of 1.21 
million wmt.

Antam recorded bauxite production 
volume in 9M20, which was used as ore 
feed for Tayan Chemical Grade Alumina 
plant as well as being sold to the third 
party customers, amounted to 1.30 
million wmt., an increase of 18 percent 
compared to the 9M19 production 
volume of 1.10 million wmt. Moreover, 
Antam recorded bauxite ore sales volume 
of 951 thousand wmt with a sales 
revenue from bauxite sales of  Rp 444.22 
billion. 

[MINERALNEWS]
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Agincourt’s gold sales volume 
down 16%

PT Agincourt Resources (PTAR), 
which operates the Martabe gold mine 
in South Tapanuli, North Sumatra 
Province, saw its gold equivalent sales 
volume in the first nine months ending 
September this year fell 16 percent to 
256,000 oz compared to 306,000 oz in 
the corresponding period of last year.

IDX-listed heavy equipment and 
mining firm PT United Tractors Tbk (UT), 
PTAR’s parent, said in a statement that 
average realized selling price for gold was 
US$1,482 per oz, higher than $1,354 per 
oz in the same period of last year. 

The company said that its Gold 
Mining business segment recorded net 
revenue of Rp 5.5 trillion in the nine-
month 2020, or down 6 percent from Rp 
5.9 trillion in the same period of last year.

Asiamet to advance Aceh 
copper-gold project

London-listed copper-gold 

exploration firm Asiamet Resources said 
that cash received from the proposed 
sale of its copper-gold project in Central 
Kalimantan will enable the company to 
advance and unlock value from its 80% 
holding in the large Beutong porphyry 
copper-gold deposit in Aceh province.

Asiamet has signed a deal with 
Indonesian firm PT. Wasesa Indo Nusa 
(WIN) to sell its entire stake at wholly 
owned subsidiary  PT. Indokal,  which 
owns Kalimantan Surya Kencana 
contract of work  for a total consideration 
of US$163.4 million in cash and WIN 
shares upon successful completion of 
IPO at the Indonesian Stock Exchange 
expected in  March next year. IF the deal 
is successful,  Asiamet will receive $50 
million in cash.

The Beutong project  is a large 
porphyry copper-gold system located 
in Nagan Raya Regency comprising 
the Beutong East Porphyry, Beutong 
West Porphyry  and the Beutong Skarn. 
Beutong has JORC compliant Resources 

containing 2.4Mt (5.3Blb) copper, 
2.1Moz gold and 20.6Moz silver on a 
100% basis and 1.95Mt (4.30Blb) copper, 
1.69Moz gold and 16.73Moz silver on an 
80% attributable basis.

In January 2018, Asiamet and its 
Indonesian partner PT Emas Mineral 
Murni (EMM) were granted the 
key production licence, Izin Usaha 
Pertambangan Operasi Produksi IUP-OP 
required to advance the project to the 
development stage. The IUP-OP provides 
for an initial 20 years of licence tenure 
which may be extended twice, each for 
a period of 10 years, totalling 40 years. 
The Beutong license is held by PT 
Emas Mineral Murni (EMM), in which 
Asiamet holds an 80% interest through 
its Singaporean registered subsidiary 
Beutong Resources Pte. Limited.

The Beutong project covers 10,000 
hectares and in close proximity to 
existing infrastructure and only 60 
kilometres from a large power station and 
seaport. 
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Brookmounts reports soaring 
Q3 net profit

US  junior gold miner Brookmounts 
Exploration, Inc. reported operating 
results for the 3rd quarter with net 
profit of US$1.8 million, compared 
with $481,000 for the comparable 
period in the prior year, an increase of 
374 percent.

Revenue for the quarter was $3.1 
million, up by 50 percent over the 
corresponding period in 2019. This 
sharp increase in net earnings reflected a 
continuation of extracting and processing 
ore from the very high-grade seam, at 
its Talawaan operation, North Sulawesi, 
which was first identified in mid last 
year, the company said.

According to the company, the high-
grade seam is still displaying ore grades 
of 10-12g/ton, compared with an average 
grade on the property of 1-3g/ton. This 
exceptionally high-grade ore has resulted 
in unexpectedly high extraction rates per 
kilo of excavated ore against effectively 
unchanged operating costs, thus 

increasing the company’s net margin for 
the quarter to 58 percent from 32 percent 
in the same quarter of 2019. 

PT-FI in talks with govt over 
new schedule for smelter 
project

Gold and copper miner PT Freeport 
Indonesia (PT-FI) is in talks with the 
government over a new schedule for the 
completion of its copper smelter project 
in Gresik, East Java Province.

PT-FI has previously said it would 
not be able to meet the initial deadline to 
complete the smelter project in December 
2023 due to the Covid-19 pandemic 
restrictions.  

“As a result of disruptions to work 
and travel schedules of international 
contractors and current restrictions on 
access to the proposed physical site 
in Gresik, Indonesia associated with 
Covid-19 mitigation measures, PT-FI 
has notified the Indonesian government 
of delays in achieving the completion 
timeline of December 2023,” said 

Freeport McMoRan Inc, which owns 
48.76 percent interest in PT-FI, in a 
statement.

“PT-FI continues to discuss with 
the Indonesian government a deferred 
schedule for the project as well as other 
alternatives in light of Covid-19 and 
global economic conditions,” it added.

PT-FI is seeking to develop an 
estimated US$3 billion copper smelter 
with input capacity of 2 million tons of 
copper concentrates per year.  Company 
senior officials have previously said that 
the completion of the project may be 
delayed to end 2024.
The government has required cop-
per miners in the country to develop 
domestic smelters as part of conditions to 
be allowed to continue export of copper 
concentrates until 2022.  The construc-
tion progress of the smelter project is 
evaluated by independent surveyor every 
six months.   Miners failing to meet 
the six-month progress target risk their 
export quota reduced or export license 
suspended. 

[MINERALNEWS]
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F
inland  firm Wärtsilä OYJ 
reported that it has received 
contracts for a 128 MW 
power plant in Indonesia. The 

plant has been ordered by PT Freeport 
Indonesia, one of the world’s leading 
mining companies. The extended 
engineered equipment delivery order 
comprises fourteen Wärtsilä 34DF 
dual-fuel generating sets. The order for 
eight generating sets was placed in June 
2020, and a further six generating sets 
were ordered in September.A consortium 
consisting of Wärtsilä and PT PP will 
install, construct and commission the 
power plant.

The plant will be located at 
Amamapare, PT Freeport Indonesia’s 
port site in Papua. From here the 
electricity will be fed to the Grasberg 
mine via a 100 kilometres long 
transmission line. The mine is located 
in the remote highlands of the Sudirman 
Mountain Range in the province of 

Papua, western half of the island of New 
Guinea. Neither the mine nor the port 
site are connected to the 50 Hz grid. The 
mine operates on a 60 Hz power supply. 
The new plant is needed to provide the 
necessary power as the customer extends 
operations from open pit to underground 
mining of one of the world’s largest 
copper and gold deposits.

‘We have completed open pit mining 
at the Grasberg minerals district, and 
are now developing large-scale, high-
grade underground mines. For this it 
is critical that we have a reliable and 
efficient energy supply, and the Wärtsilä 
generating sets will deliver the power 
we need,’ commented George Baninni, 
Executive Vice President, P.T Freeport 
Indonesia.

‘The competitive total lifecycle cost 
of the Wärtsilä solution was ultimately 
the deciding factor in the award of this 
valuable contract. However, we have 
power plants operating in the vicinity 

of this site, which provided important 
references as part of the decision process. 
Our local presence in Indonesia is strong, 
with 5,3 GW of installed base and 350 
employees on the spot. We are able to 
provide a high level of support,’ said Kari 
Punnonen, Energy Business Director, 
Australasia, Wärtsilä.

The Wärtsilä 34DF engines can 
operate on a variety of fuels. This 
flexibility will allow the plant to switch to 
operating on natural gas when it becomes 
locally available. Initially the engines will 
run on Indonesian B30 biodiesel. The 
fast-starting flexibility of the engines will 
also enable the integration of energy from 
renewable sources, such as solar and wind, 
in the future.

The Wärtsilä equipment is scheduled 
for delivery between July and November 
2021. The first seven engines are 
expected to be officially handed over in 
March 2022, with the remaining seven to 
be handed over in July 2022. 

Wärtsilä adds flexible baseload power for Freeport expansion
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Antam reports increase in Q3 
gold sales, production

IDX and ASX-listed miner PT Aneka 
Tambang Tbk reported that its third 
quarter 2020 gold sales volume reached 
6,967 Kg (223,994 oz),  a 147% increase 
compared to previous  quarter sales of  
2,818 Kg (90,600 t oz).

The company booked sales volume of 
14,882 Kg  (478,467 oz) in the January-
September 2020 period.

The company also reported that gold 
production during the third quarter from 
Pongkor and Cibaliung mines, both 
located in West Java, reached 430 Kg 
(13,825 oz), a 6% increase compared 
to the previous quarter.  9 month gold  
production reached 1,280 Kg (41,153 
oz), the company said.

The company did not disclose 
production figures.

Total Assets increased to $12,590,000 
from $8,604,000 during the same quarter 
in 2019, in partial reflection of the 
acquisition of an additional 10 hectares of 
land adjacent to the company’s existing 
property during the quarter, and the net 
positive effect of the recent expansion 
and upgrade of the company’s processing 
facilities at Talawaan. This upgrade 
included rebuilding and expanding 
floatation tank capacity and increasing 
the number of ball mills (crushers) onsite 
at a cost of around $350,000.

Total liabilities decreased slightly 
to $1,429,000 from $1,661,000 for 
Q3 2019.Net equity of the company 
increased to $11,845,000 from 
$7,673,000 as at the company’s prior 
balance date of 11/30/2019. This increase 
has been largely driven by increases 
in retained earnings and additions to 
both capital value and the value of gold 
reserve property carried in the company’s 
balance sheet.

“Whilst our heap leaching operations 

have been suspended since the end of 
March, due to Covid19 restrictions, and 
scheduled restarting plans were deferred 
from a planned restarting date last 
month, we believe that we can resume 
heap leaching operations, having already 
plumbed and loaded our second (16,000 
ton) leach pad, sometime before the end 
of the year. Positive financial impact of 
this restart would be reflected in our Q1, 
2021 results,” the company said.

Brookmount currently conducts its 
gold mining and processing operations 
through its Indonesian subsidiary 
incorporated in North Sulawesi Province.

HPAL nickel smelters to start 
operation in 2021

Six high pressure acid leach (HPAL) 
nickel smelter projects with combined 
investment of US$5.13 billion and 
production capacity of 246,774 tons are 
being developed in Indonesia.

Irwandy Arif, Expert Staff to 
the Minister of Energy and Mineral 
Resources, said that majority of the 
HPAL smelter projects will start 
operation in 2021. 

He said the six HPAL smelter projects 
are owned by PT Halmahera Persada 
Legend, PT Adhikara Cipta Mulia, 
PT Smelter Nikel Indonesia, PT Vale 
Indonesia, PT Huayue, and PT QMB.

“HPAL smelter projects are sensitive 
projects because of the huge capex 
requirement, which in fact is higher than 
(investment required for) RKEF (rotary 
kiln electric furnace),” he told a webinar 
on Tuesday as quoted by news portal 
bisnis.com. 

He said that capital expenditure 
(capex) of HPAL smelter is about 
$65,000 per ton nickel, compared to 
investment required in RKEF nickel 
smelter project of about $13,000 per 
ton nickel. 

[MINERALNEWS]
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Tesla eyes C. Java as potential 
location for battery plant

Electric vehicle (EV) maker Tesla 
Inc is currently in negotiation talks 
with the government of Indonesia for 
possibility of setting up a lithium ion 
battery manufacturing plant in Batang, 
Central Java.

Minister of Industry Agus 
Gumiawang Kartasasmita said in a 
statement that discussions with Tesla 
are still ongoing.   “Discussions are 
still ongoing, the direction is toward 
Batang,” he said. 

The government is seeking to develop 
a new industrial estate in Batang.

This is the second statement made by 
a top government official about Tesla’s 
interest in setting up EV battery plant 
in Indonesia.  Coordinating Minister for 
Maritime Affairs and Investment, Luhut 
Binsar Pandjaitan told the media last 
month that he had been informed by Tesla 
that the company was interested in setting 
up a lithium ion battery plant in Indonesia. 

Tesla has not confirmed nor denied 
the statements.  However, building a 
battery factory in Indonesia would be 
a strategic move for Tesla. In the Q2 
earnings call, Elon Musk mentioned 
the EV maker’s need for nickel, and 
this statement was highlighted once 
more during Battery Day last month.  
Indonesia is the world’s largest nickel 
producer.

Earlier this month, Reuters stated that 
Tesla and the Indonesian government 
were in early discussions about the EV 
automaker making a potential investment 
in the country. “It was still an early 
discussion and was not detailed yet. We 
need further discussion with Tesla,” 
stated Ayodhia Kalake, a senior official 
at the Office of the Coordinating Minister 
for Maritime Affairs and Investment.

Solway expects NPI smelter to 
start ops in 2022

Switzerland-based private mining 
and metals group Solway Investment 

Group  plans to start production from its 
Indonesian smelter in 2022.

“Production of NPI is expected in 
2022, with an overall production target 
of 18,300 tons of nickel per year,” the 
company’s website said.

The proposed smelter will be 
utilizing conventional RKEF technology 
which will potentially be followed by 
application of a more sophisticated 
HPAL technology for later expansion.

Solway operates its Halmahera, 
North Maluku, smelter project through its 
subsidiary  PT. Aquila Nickel Cobalt.

According to the company,  the 
nickel resources of all the Indonesian 
assets increased year-on-year and 
currently stand at almost 130 million 
wmt, with an average grade of 1.80% 
Ni for saprolite material, and almost 
200 million wmt with an average grade 
of 1.18% Ni and 0.12% Co for limonite 
material.  The company’s mines are 
located in Halmahera and in Morowali, 
Central Sulawesi. 
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P
EFINDO has affirmed its 
“idA” ratings for PT Merdeka 
Copper Gold Tbk (MDKA) 
and its Shelf Registered Bond 

I/2020. The outlook for the corporate 
rating is “stable”.

An obligor rated idA has a strong 
capacity to meet its long-term financial 
commitments relative to that of other 
Indonesian obligors.

However, the obligor is somewhat 
more susceptible to the adverse effects of 
changes in circumstances and economic 
conditions than higher-rated obligors.

The corporate rating reflects 
MDKA’s low cash cost position, 
conservative capital structure and strong 
cash flow protection measures, and the 
high demand for gold. The rating is 
constrained by its moderate mining life, 
exposure to the fluctuation of commodity 
prices and unfavorable weather, and the 
risks of developing new areas.

The rating may be raised if MDKA 
improves its mining profile by enlarging 
its gold and copper reserves as well as 
diversifying its project portfolio. This 
should be followed by maintaining a 
conservative capital structure and strong 
cash flow protection measures, while 
maintaining its current profitability 
margins. The rating will be lowered 
if it aggressively finances its capital 
expenditure (capex) with substantial debt, 
which could trigger a more aggressive 
capital structure as indicated by a debt to 
EBITDA ratio above 3.0x on a sustained 
basis without being compensated by a 
stronger business profile. A significant 
drop in the price of gold may also 
trigger a rating downgrade, as this could 

adversely affect its financial profile. We 
note that it has long-term projects located 
in Pani, Banyuwangi (Tujuh Bukit 
Copper project), and Morowali (Acid 
Iron Metal project – AIM), which in our 
view will require significant capex. The 
potential capex and revenue related to 
those projects are not yet included in the 
financial projection. In addition, we also 
have yet to incorporated the impact of the 
recent incident in mid-September 2020 
in Tujuh Bukit gold project resulting in 
MDKA put the production there in halt, 
as the Company is still working with 
experts before releasing a more detailed 

statement on the cause of the incident 
and the potential impact to its production 
activities and overall financial profile.

MDKA was established in 2012 
and engages in mining activities. It has 
two operating mines located in Tujuh 
Bukit, Banyuwangi for gold mining and 
Wetar Island, Maluku for copper mining. 
As of June 30, 2020, its shareholders 
were PT Saratoga Investama Sedaya 
Tbk (19.74%), PT Mitra Daya Mustika 
(13.47%), Garibaldi Thohir (8.95%), PT 
Suwarna Arta Mandiri (7.17%), Pemda 
Kabupaten Banyuwangi (5.23%), and 
others including the public (45.44%). 

[MINERALNEWS]

PEFINDO:  

PT Merdeka Copper Gold Tbk rated  
“idA” with stable outlook
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S
melter operators in the country 
appealed to the government 
to allow them for gradual 
implementation of the new 

metal mineral benchmark price (or better 
known as HPM) policy so as to help ease 
operational cost particularly as smelter 
companies are facing anti-dumping duties 
in the export markets.  

Alexander Barus, Head of the 
Indonesia Nickel Industry Forum (or 
FINI), which groups 25 nickel smelter 
companies, said that the price of nickel 
ores purchased from miners should not 
be increased immediately to the HPM 
level, but the rise must be made gradually 
so as to give smelter companies some 
“breathing space” amid the challenges in 
the export market.   

“We’re not opposing the HPM 

(policy).  But we’re saying, give (us) a 
breathing space,” he said recently.            

Alexander said that stainless steel 
products from Indonesia are facing anti-
dumping duties including 20.2 percent 
in China, 17.4 percent in Europe, and 25 
percent in the US.  Malaysia and India 
are also planning similar policy.

By allowing for gradual 
implementation of the HPM policy, it 
would help reduce operational cost thus 
making the smelter operations to remain 
economically feasible, Alexander 
explained.

The Minister of Energy and Mineral 
Resources Arifin Tasrif issued in April of 
this year new Ministerial Regulation No 
11/2020, which among others requires 
nickel ore transaction to use HPM as price 
benchmark.  The policy is seen to support 

nickel miners, who have complained that 
they could not sell their ores to smelter 
operators at profit after the government 
banned nickel ore export early this year.

The government has said that those 
failing to comply with the HPM policy 
in conducting nickel ore transaction may 
risk their licenses revoked or export 
volume reduced.

Nickel smelter operators have 
generally protested the HPM policy, 
saying the nickel ore transaction should 
be based on business-to-business deal, 
and that the HPM was tantamount to 
government intervention. 

Tonny Hasudungan, Director of PT 
Halmahera Persada Lygend, said that 
the policy is undermining the economic 
feasibility of its HPAL smelter, which 
requires huge investment. 

Nickel smelters want gradual implementation of HPM policy
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[MINERALNEWS]

MIND ID plans $12b EV 
battery plant

State-owned mining holding 
company MIND ID plans to develop 
a US$12 billion electric vehicle (EV) 
manufacturing plant in the country 
in cooperation with South Korea’s 
LG Chem and China’s Contemporary 
Amperex Technology Ltd (CATL).

MIND ID CEO Petrus Orias Moedak 
said that MIND ID will soon establish a 
new subsidiary called Indonesia Battery 
Holding (IBH) that would from a joint 
venture with the South Korean and Chinese 
firms.   “The total investment is US$12 
billion,” he told webinar participants.

He said that IBH will take advantage 
of the country’s huge nickel reserves 
to develop the EV battery business.  
Indonesia holds the world’s largest nickel 
reserves. Petrus added that the EV battery 
plant will support the development of 
domestic EV industry.

According to MIND ID’s 
presentation material, its subsidiary 

mining firm PT Aneka Tambang Tbk 
(Antam) is currently in the process of 
seeking partners for the development of 
HPAL and RKEF projects either in North 
Konawe Regency (Southeast Sulawesi 
Province) or in North Maluku Province, 
estimated investment to respectively 
produce 50 ktpa of nickel sulfate and 100 
ktpa of nickel sulfate that will be used to 
produce precursor and cathode for EV 
battery production.

Timah: Completion of tin 
smelter delayed to 2022

IDX-listed tin giant PT Timah 
Tbk said that completion of its crude 
tin smelter project in Muntok, Bangka 
Barat Regency, Bangka Belitung Islands 
Province, will be delayed to 2022 from 
the initial target of 2021 due to the 
Covid-19 pandemic.

Timah Corporate Secretary 
Muhammad Zulkarnaen said that the 
pandemic has hampered construction 
work. “The pandemic has caused a delay 

in the completion of the project, which is 
now expected in 2022,” he told Kontan 
daily late last week.

He said that the company has 
informed lenders including MUFG, 
Finverra, and IEB about the situation.

Late in August, Timah said that 
progress of physical construction of the 
estimated US$80 million project had 
reached 25.5 percent.

Timah held a ground-breaking 
ceremony late in January this year, 
marking the start of construction of the 
tin smelter project, which has capacity of 
40,000 metric tons of crude tin per year.

Timah said at the time that 
construction was expected to be 
completed in 19 months, with 
commercial operation expected in 2021.  
IDX-listed construction firm PT Wijaya 
Karya Tbk has been appointed as the 
EPC contractor of the project.

Timah estimates EBITDA potential 
of about US$126.32 million per year 
from the tin smelter. 
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P
EFINDO has affirmed its 
“idBBB” ratings to PT Kapuas 
Prima Coal Tbk (ZINC) and 
its Bond I Year 2018. Its Bond 

I Year 2018 Series C of IDR1 billion 
maturing on December 21, 2020 will be 
fully repaid from its internal funds. As 
of August 31, 2020, its cash and cash 
equivalent were IDR53.1 billion. The 
outlook for the corporate rating is “stable”.

An obligor rated idBBB has an 
adequate capacity to meet its long-term 
financial commitments relative to that of 
other Indonesian obligors.

However, adverse economic 
conditions or changing circumstances 
are more likely to weaken its capacity to 
meet its financial commitments.

The rating reflects ZINC’s adequate 

reserves and resources profile, as well 
as its vertically integrated operations 
after the operation of Lead and Zinc’s 
smelters. The rating is constrained by its 
aggressive capital structure and weak cash 
flow protection measures, small capacity 
compared to global peers, and exposure to 
fluctuating commodity prices.

We are of the view that Coronavirus 
Disease (COVID-19) pandemic had high 
impact to ZINC’s business. The global 
demand were significantly decreased 
resulted into lower commodity prices of 
zinc, lead, and silver. This is translated 
into a negative revenue growth of 30% 
in ZINC’s first half of 2020 (1H2020) 
financial performances. The risk is partly 
mitigated by the gradual recovery of 
commodity prices of zinc, lead, and silver 

since July 2020 in line with the economic 
recovery in China. We note that the 
management implements some strategies 
to focus on cost efficiency during this 
pandemic condition, which compensates 
the declining in its profitability.

The rating could be raised following 
ZINC’s successful business expansion, 
which would generate significant 
cash flow, and if its financial leverage 
improves on a sustained basis. The 
rating could be lowered if its EBITDA 
generation is significantly declined 
and/or its capital structure becomes 
substantially more aggressive. Note 
that the current rating does not reflect 
the possibility of Zinc Smelter to be 
consolidated in our forecast projection. 
The rating may also be under pressure if 
price fluctuations in the global zinc, lead, 
and silver markets significantly impair its 
revenue and profitability.

Established in 2005, ZINC engaged 
in exploration and production activities 
for industrial metals: Zinc (Zn), Lead 
(Pb), Silver (Ag), and Iron ore (Fe). 
In 2008-2014, it only produced and 
sold Fe. Since 2015, it has focused on 
Zn and Pb and started to produced Ag 
since 2018. It currently operates three 
blocks of underground pits named 
Gossan, Karim, and Gojo in Lamandau, 
Central Kalimantan, with an estimated 
raw ore production capacity of around 
450,000 tons per annum in 2020. 
Publicly listed in 2017, its shareholders 
were PT Sarana Inti Selaras (13.36%), 
Sim Anthony (14.73%), Kioe Nata 
(12.65%), Budimulio Utomo (10.15%), 
Haroen Soedjatmiko (9.57%), William 
(9.16%), and the public 30.38% as of 
June 30, 2020. 

PEFINDO affirms “idBBB” ratings to 
PT Kapuas Prima Coal Tbk and its Bond
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ASX-listed Nickel Mines 
Ltd reported higher nickel 
metal production and 
sales in the quarter ending 

September of this year from its two 
RKEF  nickel smelters in Indonesia’s 
Central Sulawesi Province.

Nickel Mines said in a statement that 
RKEF September quarter production 
reached 10,699.9 tons of nickel metal 
(100% basis), up 5.9 percent from 10,103.9 
tons of nickel metal in the June quarter.

The company owns 80 percent interest 
in the two RKEF smelters, known each as 
the Hengjaya Nickel and Ranger Nickel 
projects located at the Indonesia Morowali 
Industrial Park (IMIP).

Nickel Mines said attributable 
nickel production to the company in the 
September quarter was 8,559.9 tons of 
nickel metal, up 41.2 percent from 6,062.3 
tons of nickel metal in the June quarter.

The company said that RKEF 
September quarter sales jumped by 55.7 

percent to US$136.2 million (100% basis) 
from $87.5 million in the June quarter.

RKEF September quarter EBITDA 
of US$49.1 million (100% basis), 
sharply increased by 104.6 percent from 
$24.0 million in the June quarter, the 
company said.

Ranger Nickel produced 5,556.6 
tons of nickel metal at an average NPI 
grade of 15.3 percent at a production-
weighted average cash cost of $7,258/
ton. Nickel Mines' attributable nickel 
production was 4,445.3 tons of nickel 
metal, an increase of 44.6 percent on the 
June quarter production. 

For the September quarter, Ranger 
Nickel recorded (on a 100% basis) sales 
of $70.3 million for 6,188.6 tons of 
nickel metal sold, underlying EBITDA 
of $24.8 million and an underlying net 
profit of $22.9 million.

Following is the Ranger Nickel 
operating results for the September 2020 
quarter:

Meanwhile, Hengjaya Nickel 
produced 5,143.3 tons of nickel metal 
at an average NPI grade of 15.4 
percent at a production-weighted 
average cash cost of $7,139/ton. The 
Group's attributable nickel production 
was 4,114.6 tons of nickel metal, an 
increase of 37.7 percent from the June 
quarter production.

Nickel Mines said production output 
at Hengjaya Nickel was impacted in July 
by a minor technical issue that required 
the HNI's #2 furnace to be shut down for 
approximately seven days for inspection 
and repair.

For the September quarter, Hengjaya 
Nickel recorded (on a 100% basis) sales 
of $65.9 million for 5,781.6 tons of 
nickel metal sold, underlying EBITDA 
of $24.3 million and an underlying net 
profit of $22.4 million.

Following is the Hengjaya Nickel 
operating results for the September 2020 
quarter:

RANGER NICKEL  July August September Quarter Total June Quarter

API Production tons 11,340.2 12,026.4 13,082.7 36,449.3 35,523.6

NPI Grade % 16.0 15.2 14.6 15.3 14.4

Nickel Metal Production tons 1,817.1 1,823.8 1,915.7 5,556.6 5,123.7

Cash Costs USD/t Ni 7,292 7,244 7,240 7,258 7,392

HENGJAYA NICKEL  July August September Quarter Total June Quarter

NPI Production tons 9,428.7 11,300.0 12,652.3 33,381.0 34,078.3

NPI Grade % 15.4 16.1 14.8 15.4 14.6

Nickel Metal Production tons 1,454.7 1,818.8 1,869.8 5,143.3 4,980.2

Cash Costs USD/t Ni 7,202 7,100 7,128 7,139 7,342

Nickel Mines reports higher nickel  
metal production, sales
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Micfil Ultra Fine Filter ensures  
B30 fuel efficient application

The energy picture in 
worldwide is changing.  
Higher oil prices and 
environmental concerns are 

causing consumers to consider alternative 
sources of fuel.  As they do this, biodiesel 
is gaining increasing prominence in the 
nations energy usage landscape.   The 
name “biodiesel” refers to a ratio of 
treated vegetable oil or animal fat to 
diesel.  In Indonesia, Palm Oil are the 
most common used to produce biodiesel.

Micfil Indonesia (PT FTS 
INDONESIA) as Authorized Distributor 
of Micfil Ultra Fine Filter 0.5 Micron 

made in German, offers solution for 
the biodiesel problems: sludge that has 
settled to the bottom of the tank leading 
to massive filter plugging, corrossion and 
finally damage the fuel system. 

“Biodiesel problems comes from 
microbes and water. Biodiesel is very 
good food for Microbes. With food and 
water microbes will multiply beyond 
control. This will lead to acid formation, 
rust, corrossion and filters plugging. 
Biodiesel will degrades to the point that it 
can form slimy sludge that is unusable as 
fuel” Teddy Hutapea, President Director 
of Micfil Indonesia.

He added that the best way to avoid 
bacteria growth is by capturing them, 
completely and permanently. There are 
dozen types of bacteria, yeast, mold 
and biofilm, additive can not kill them 
all. Live or dead, bacteria will damage 
the fuel system.

Micfil Ultra Fine Filter 0.5 Micron is 

COMPANIES

By Tri Subhki R.
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an In Depth Ultra Fine Filter for biodiesel 
ranging from B5 to B100 and also can 
use for any kind of lubricants. Micfil 
provides fuel and lubricant cleanliness 
base on required operating performance 
and reffers to International Cleanliness 
Standard ISO 4406, NAS or SAE.

Micfil Ultra Fine Filter 0.5 Micron 
is the world’s best filtration sizing 
for fuel and lubricant, while other 
filters offer sizing 2-10 Micron even 
most of filters have sizing 30 Micron. 
“Filtration result of Micfil is at least 16 
times cleaner than other filters, even 
32 times cleaner, and will greaty save 
operational cost” Teddy said.

Micfil system will take biodiesel 
B30-B100 from the bottom tank (drain), 
filter it and transfer super clean fuel to 
the user, while on the other hand the 
circulation system keeps the fuel tank 
clean and no need to clean the fuel tank 
regularly, forever. 

Micfil can clean B30 and lubricant to 
the level ISO 15 while other filters can 
only clean up to ISO 18 (smaller ISO 
number means cleaner). By using Micfil, 
the spare part lifetime, such as injection 
pump and injector (which are very 
expensive) will last 3 times to 6 times 
longer of normal lifetime.

With the equal filter dimension, 
Micfil’s filtration coverage is 50 times 
greater than other filters. In addition, 
Micfil’s lifetime in B30-B100 is 
approximately 800-1,200 hours or much 

better than other filters. Micfil applies 
the same element for fuel and lubricant 
filters, so there is no additional stock. 
While other filters apply different 
element for fuel and lubricant. 

Micfil is applicable for fuel ranging 
from B30, B40, B50 to B100 without any 
additional part. “Micfil products are proven 
as a solution for many industries including 
mining and power generation. We are very 
confident that B30 or even B100 can be 
implemented well,” Teddy said.

For customers with relatively large 
B30 fuel consumption (more than 
1million litre per month) such as mining, 
power generation and fuel distributors, 
Micfil Indonesia  offers product rental 
services or BOT (Build Operating and 
Transfer) scheme.

Growing demand
During the pandemic, industry 

players seek any alternative solution 
that offers more efficient costs.  During 
COVID-19, Micfil Indonesia has been 
experiencing growing demand of 

filters from industry players since they 
welcome new solutions which offer 
more efficient operations.

“Since pandemic, our sales 
performance significantly increases as it 
is easier to explain about contamination, 
filter and filtration results,” Teddy said. 
Micfil Indonesia provides filtration 
services for a number of big companies 
from gold mining, coal mining, power 
plants, milk factory, banks, military and 
transportation companies.

In capital-intensive industry such as 
mining, industry players operate many 
heavy equipment. Expensive assets 
with expensive operations cost must 
be protected from something which 
cannot be seen by bare eyes. It should be 
protected by the  best filter. 

“Exactly the same as the mask 
for Covid, mask is filter. It is not 
recommended using fabric mask, but 
always use medical mask. It applies 
to Micfil Ultra Fine Filter 0.5 Micron, 
which is not equal to ordinary filter,” 
Teddy said. 

Teddy Hutapea
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PT Trinitan Metals & Minerals 
Tbk has conducted the 
groundbreaking of a nickel & 
galena smelter development in 

Palu Spesical Economic Zone (SEZ) on 
28 October 2020. The smelter is expected 
to absorb low grade nickel with less than 

1.7 percent and produce 99.96 percent of 
nickel (LME grade) and nickel sulphate 
(NiSO4) and cobalt sulphate (CoSO4) for 
material of electric vehicle battery. 

Amid the growing global trend 
of electric vehicle (EV), the demand 
of nickel-based battery is increasing. 

However, the sustainability issue of 
nickel mining becomes a major concern 
among EV producers.

The groundbreaking was officiated 
by Governor of Central Sulawesi 
Longki Djanggola who welcomed 
and appreciated the development of 

TMM initiates STAL smelter development

COMPANIES

By Tri Subhki R.

PT Trinitan Metals & Minerals Tbk has conducted the groundbreaking of a nickel 
& galena smelter development in Palu Spesical Economic Zone (SEZ) on 28 
October 2020. The smelter is expected to absorb low grade nickel with less than 
1.7 percent and produce 99.96 percent of nickel (LME grade) and nickel sulphate 
(NiSO4) and cobalt sulphate (CoSO4) for material of electric vehicle battery. 
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nickel smelter in Palu SEZ. He hoped 
that the smelter will provide benefits 
for stakeholders, including local 
governments and societies.

TMM claimed the nickel smelter is an 
environmentally friendly since it adopts 
new Step Temperature Acid Leach 
(STAL) hydrometallurgy technology. In 
addition, it absorbs low grade nickel ores 
which are not utilized by the operating 
nickel smelters in Indonesia.

“STAL technology produces waste 
approximately 30-40 percent or far less 
than the other smelter technology which 
produces waste up to 90-95 percent,” 
Petrus Tjandra, President Director of 
TMM, said to CoalAsia Magz recently. 
TMM nickel & galena smelter is 
expected to start production in November 
or December 2021. 

Moreover, Petrus stated that the 
waste produced by STAL has about 
80 percent iron content (Fe) and can 
be processed to be iron ore for steel 
industry. “It can also be processed to be 
brick for building construction, road and 
bridges,” he said.

Not only environmentally friendly, 
but TMM also claimed that the SPAL 

smelter is more efficient to operate 
compared to High Pressure Acid 
Leaching (HPAL) technology. HPAL 
applies pure organic chemistry which 
accelerates reaction by increasing the 
temperature and pressure.

On the other hand, SPAL applies 
physical chemistry which produces high 
pressure with relatively low temperature. 
“We combine physical and pure 
chemistry,” Petrus said.

SPAL, an in-country developed 
technology, has been tested in pilot 
project stage and currently on the process 
of acquiring verification for patent 
certification. 

TMM also claimed that investment 
for STAL technology is more economical 
compared to HPAL technology. Petrus 
said that while investment for HPAL 
technology is estimated to require US$1-
2 billion, the investment to develop 
STAL smelter is 70-80 percent more 
economical.

In developing nickel & galena smelter, 
TMM has secured 200 hectares of area 
in Palu SEZ. “Construction is expected 
to complete in one year, November or 
December 2021,” Petrus said.

Smelter needs abundant and reliable 
supply of energy for processing and TMM 
plans to use green energy source. “The 
energy source will use solar panel, natural 
gas, and the last choice is coal,” he said.

Petrus stated that TMM will focus on 
energy storage business in the next five 
years. “The business has good prospect 
since all industries around the globe need 
energy,” he said.

Supply chain
TMM claimed the STAL smelter will 

consume low grade nickel ore of less 
than 1.7 percent, which was banned to for 
export by the government starting from 1 
January 2020. Meanwhile, the operating 
nickel smelter only absorb high grade 
nickel ores.

Therefore, TMM said that STAL 
offers solution for the utilization of low 
grade nickel ores. “We have cooperation 
with Indonesia Nickel Mining 
Association (APNI) for low grade (<1.7 
percent) nickel laterite ore supplies,” 
Petrus said. 

TMM’s nickel will have agreement 
with nickel miners in Central Sulawesi 
and Southeast Sulawesi to build 
mine-mouth leaching plants. These 
leaching plants will process nickel 
ores to be crude MHP (Mix Hydroxide 
Precipitate) and MSP (Mix Sulfide 
Precipitate) with nickel content around 
24-40 percent.

“Then we buy the MHP and process 
it in Palu to be 99.96 percent nickel, 
nickel sulfate and cobalt sulfate,” Petrus 
said. TMM estimates the smelter will 
absorb around 10,000 metric tons of 
MHP in 2021.

In the mine-mouth leaching plants, 
TMM is committed to implementing zero 
waste management. Petrus said that the 
processed overburden will be enriched 
and brought back to the original place for 
revegetation. 
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UK-listed junior mining 
firm Asiamet Resources 
Limited announced  it has 
entered into a non-binding 

Heads of Agreement (HoA) with PT 
Wasesa Indo Nusa (WIN), an Indonesian 
private company, to acquire Asiamet’s 
wholly-owned subsidiary Indokal 
Limited. Indokal holds the Kalimantan 
Surya Kencana Contract of Work, 
including the BKM Copper Project, 
located in Central Kalimantan.

As part of the Proposed Transaction,  
WIN will also acquire Aeturnum 
Energy International PTE Limited’s  
commodities trading business.  WIN 
plans to undertake an Initial Public 
Offering (IPO) on the Indonesian Stock 
Exchange (IDX) in early 2021.

Discussions are currently underway 
with several highly rated Indonesian 
financial institutions to underwrite the 
IPO. With its existing cash reserves and 
expected proceeds from the planned IPO,  
WIN expects to have sufficient financial 
resources to enable the development 
pathway for the BKM Copper Project, 
the company said.

Third-party Indonesian company 
valuation experts with experience in oil, 
gas and mining were used by Aeturnum 
to provide an independent valuation of the 

assets to be acquired by PT WIN.. The 
Proposed Transaction is subject to receipt 
of a number of regulatory approvals 
and the equity consideration valuations 
ascribed throughout this release are 
subject to final underwriter valuations.

Under the transaction, Indokal to 
be acquired by WIN for a total staged 
consideration of  US$163.4 million, 
which will comprise (i)$10 million paid 
in cash on the execution of a binding Sale 
and Purchase Agreement , this payment 
is non-refundable, (ii)  $40 million paid 
in cash upon the successful IPO of WIN 
on the IDX, (iii) a 22.5% shareholding 
in IDX listed WIN is payable to Asiamet 
in two tranches; the first upon listing, 
the second upon WIN releasing its 2020 
Mineral Resources and Exploration Target 
statements to the IDX.  Aeturnum’s 
independent valuers estimate  WIN to 
have an equity value of circa $500 million 
on a 100% basis on IPO.

Asiamet will continue to manage 
the KSK CoW project for a period of 
up to 12 months (extendable by mutual 
agreement) following the IPO of WIN 
through a management services contract.

The Proposed Transaction is subject 
to the completion of outstanding 
commercial and financial due diligence 
by both parties, including but not limited 

to approvals by the Government of 
Indonesia and all other regulatory bodies.

Upon satisfactory completion of 
all final diligence activities the parties 
will enter into a binding SPA. This is 
expected to take approximately 30 days, 
however due to the current restrictions 
associated with Covid-19 the timeline 
may vary, the company said.

Following the execution of the 
binding SPA, Asiamet will seek 
shareholder approval for the Proposed 
Transaction.

Tony Manini, Executive Chairman 
of Asiamet Resources commented:  
“The Asiamet Board fully endorses and 
supports this transaction. While it is 
recognised that there are still a number 
of steps to completion, the proposed 
transaction has the potential to unlock 
very significant unrecognised value 
for Asiamet shareholders and most 
importantly secures a clear road map 
for the funding and development of the 
BKM copper project and the further 
advancement of the wider KSK CoW 
for the benefit of all stakeholders. 
Asiamet will retain a very meaningful 
exposure to the upside at BKM and KSK 
and continue to manage all the value 
enhancement and development related 
activities currently in progress.” 

COMPANIES

Asiamet to sell stake at C. Kalimantan copper project

https://asiametresources.com/
https://asiametresources.com/
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I ndonesia’s nickel resources as 
per July of this year reached 
11.89 billion tons and reserves at 
4.35 billion tons, providing huge 

potential for the country to develop 
lithium-ion battery for electric vehicles. 

Head of the Geological Agency at 
the Ministry of Energy and Mineral 
Resources Eko Budi Lelono told a 
webinar that proven nickel ore reserves 
as per July 2020 stood at 3.36 billion 
tons, while probable reserves at 986 
million tons. “Southeast Sulawesi, 
Central Sulawesi, and North Maluku 
have the largest potential in Indonesia to 
date,” he said.

He said that exploration activities 
have continued to help ensure greater 

reserves as the country embarks on a 
more aggressive development of nickel 
downstream industry including the EV 
battery industry.   

Indonesia is the world’s largest nickel 
producer, with 2019 nickel ore output of 
800,000 tons, compared to total global 
production of 2.67 million tons, the agency 
said.  In comparison, the Philippines nickel 
ore output in 2019 stood at only 420,000 
tons, Russia 270,000 tons, and New 
Caledonia 220,000 tons.

The government of Indonesia has 
since early this year banned the export 
of nickel ores in a bid to ensure supply 
for domestic smelter industry as the 
government encourages the development 
of domestic downstream industry. 

Orias Petrus Moedak, CEO of state-
owned mining holding company MIND 
ID said on Tuesday that its subsidiary PT 
Aneka Tambang Tbk, state-owned oil 
and gas firm PT Pertamina, and state-
owned electricity firm PT PLN will set 
up a new company called PT Indonesia 
Holding Battery (IBH) that would later 
team up with South Korean and Chinese 
firms to develop a US$12 billion lithium-
ion battery manufacturing plant in 
Indonesia.

South Korean firm LG Chem 
and China’s Contemporary Amperex 
Technology Ltd (CATL) reportedly 
had reached a deal with the government 
of Indonesia to develop a lithium-ion 
battery plant in Indonesia. 

RI’s nickel reserves stand at 4.35 billion tons: Ministry
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ASX-listed mining 
firm Kingsrose 
Mining Ltd (ASX: KRM) 
has reported a successful 

September quarter, in which production 
exceeded the company’s expectations.

The strong performance resulted in 
cash and bullion rising to A$37.5 million 
by the end of the quarter, up from A$32.4 
million at the end of the June quarter, the 
company announced.

In response to the Covid-19 
pandemic, the primary focus in the June 
and September quarters was to ensure 
the health and safety of the company’s 
employees, contractors, and local 
communities, while maintaining planned 
gold and silver production.

As a result of the Covid-19 travel 
restrictions imposed in Indonesia and 
Australia, activities not directly related 
to gold production were curtailed during 
April 2020. This included the Talang 
Santo Phase 2 drilling program. This 
program resumed in September 2020.

With the conclusion of production 
from the Talang Santo and Way Linggo 
deposits, exploration now has become 
a critical component of the company’s 
strategy for growth, it said.

Drilling is currently underway to 
expand resources in the Talang Santo 

nine area. In addition, an aggressive 
regional exploration program is planned 
in the upcoming 12 months which will 
include drilling of near-mine targets and 
exploration of greenfields areas assessed 
as having potential for substantial high-
grade epithermal gold mineralization.

Operation
The company said its processing 

plant ran at full capacity for the quarter 
utilizing stockpiles and mineralized 
waste. The plant has consistently 
operated at higher than forecast 
throughput rates and achieved higher 
than planned recovery from higher 
grades.

For the September 2020 quarter 3,105 
gold ounces and 21,660 silver ounces 
were produced.

Its gold production for the quarter 
reached 3,105 ounces (FY2020 Q4: 4,218 
ounces) and silver production at 21,660 
ounces (FY2020 Q4: 26,668 ounces). 
The processing unit cost achieved was 
US$22/ton (FY2020 Q4: US$23/t) with 
tight controls on reagent usage and 
managing plant downtime.

Talang Santo Deep Drilling
In February 2020, the second phase 

of diamond drilling targeting beneath 

the Talang Santo Mine commenced 
with the aim of increasing confidence 
in the known resources and to identify 
extensions to known high grade 
mineralization.

In April 2020, the company 
announced that the Phase 2 drilling 
program had been suspended as part of 
the company’s response to the Covid-19 
pandemic.

This program, however, resumed 
in September 2020 and by the end of 
this quarter two drill holes were in 
progress and a total of 340.7 meters were 
completed incurring costs of A$97,000 
(including the exploration team and all 
consumables).

Exploration
With the conclusion of production 

from the Talang Santo and Way Linggo 
deposits, exploration has become a 
critical component of the company’s 
strategy for growth. Drilling is currently 
underway to expand resources in the 
Talang Santo mine area.

Kingsrose’s Way Linggo project 
tenement remains highly prospective 
for low-sulphidation epithermal gold 
mineralization and an aggressive 
exploration program is planned for the 
coming 12 months. 

Kingsrose Mining records  
a rise in cash & bullion in Q3

Consolidated Production Summary  April-June (actual) July-September (actual)

Mined Ounces Au oz 527 nil

Gold Produced Au oz 4,218 3,105

Silver Produced Ag oz 26,669 21,660

Cash Costs (C1) US$/oz 896 964

All in Sustaining Costs US$/oz 1,106 1,171

Production highlights:

COMPANIES

https://www.kingsrosemining.com.au/
https://www.kingsrosemining.com.au/
https://www.kingsrosemining.com.au/
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ANALYSIS

The Omnibus Bill amends 
various provisions in laws 
across numerous sectors, 
including Law No. 4 of 2009 

regarding Mineral and Coal Mining, as 
amended by Law No. 3 of 2020 (together, 
the “Mining Law”). The Omnibus Bill 
does not introduce significant changes to 
the Mining Law, adding just one provision 
and amending another provision. This is 
most likely because the Mining Law was 

just amended through Law No. 3 of 2020 
in June this year. 

The most significant change 
contemplated in the Omnibus Bill 
concerns special treatment incentives, 
which may be in the form of 0% royalty 
fee, for holders of a mining business 
license or special mining business license 
for production operation (“IUP-OP and 
IUPK-OP Holders”) that carry out coal 
value-added activities.

Incentives for coal value-added 
activities

The Omnibus Bill introduces a new 
provision to the Mining Law that provides 
IUP-OP and IUPK-OP Holders that carry 
out coal value-added activities special 
treatment incentives related to payment of 
tax and non-tax state revenues. This fiscal 
incentive is aimed at improving domestic 
coal processing and creating a competitive 
price for coal-processed products.

Fransiscus Rodyanto & Mutiara K. Ramadhani
SSEK Legal Consultants

Indonesia omnibus bill and 
changes to the mining law
The Indonesian House of Representatives (Dewan Perwakilan Rakyat or 
“DPR”) recently passed the Omnibus Bill on Job Creation (the “Omnibus 
Bill”). The stated aim of the Omnibus Bill is to bolster investment and 
create jobs by streamlining regulations and simplifying the licensing process 
to improve the ease of doing business in Indonesia. 
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There is no explicit guidance under the 
Omnibus Bill on which tax and non-tax 
state revenues can be incentivized for IUP-
OP and IUPK-OP Holders that carry out 
coal value-added activities, except for 0% 
royalty fee. It remains to be seen whether 
an implementing regulation will be issued 
to provide other incentives.

Under the Mining Law, IUP-OP and 
IUPK-OP Holders (including those that 
carry out coal value-added activities) 
are required to pay production royalty 
at varying rates. This production royalty 
constitutes non-tax state revenue paid by 
mining rights holders to the state on the 
revenue generated from the exploitation 
or production of mineral and/or coal (the 
“Royalty Fee”). As an overview, the 
Royalty Fee specifically for coal products 
is currently between 2% and 7% of the 
selling price, depending on the type of coal 
product.

The Omnibus Bill introduces an 
exemption to the aforesaid payment of the 
Royalty Fee by offering a fiscal incentive 
of 0% Royalty Fee for IUP-OP and  IUPK-
OP holders that carry out coal value-added 
activities, namely coal upgrading, coal 
briquetting, coking, coal liquefaction, coal 
gasification and coal slurry/coal water 
mixture. They also qualify if they build 
their own mine-mouth steam power plant.

Sanctions for hinderance or interference 
of mining activities

The Omnibus Bill amends the 
provision in the Mining Law on sanctions 
for hindering or interfering with mining 
activities. This is a minor amendment to 
the Mining Law, with the Omnibus Bill 
only adding to this provision on sanctions 
a reference to Article 86F of the Mining 
Law relating to the obligations of holders 
of a rock mining business license (surat 
izin penambangan batuan or “SIPB”).

Sanctions in the form of up to one 
year’s imprisonment or fines in the 
maximum amount of Rp. 100 million 
may be imposed on any party that hinders 
or interferes with the mining business 
activities of holders of a mining business 
license (IUP), special mining business 
license (IUPK), people’s mining license 
(IPR) or SIPB that have completed the 
land settlement process with landowners 
in accordance with the prevailing laws and 
regulations. 

Other noteworthy changes related to 
mining business activities

Aside from the provisions in the 
Omnibus Bill that amend the Mining 
Law, the Bill also contains several notable 
provisions in other sectors that may affect 
the implementation of mining business 
activities. These provisions are as follows:

i. Exclusion of Coal Mining Products as 
Non-VAT Goods
The Omnibus Bill amends Law No. 

8 of 1983 regarding Value-Added Tax 
and Sales Tax on Luxury Goods, as lastly 
amended by Law No. 42 of 2009, to 
eliminate the value-added tax (“VAT”) 
exemption for coal mining products. This 
means that coal mining products will now 
be subject to VAT. 

ii. Change of Forestry Permit Regime to 
Forestry Arrangement
The Omnibus Bill slightly amends 

the wording of provisions regarding 
the borrow-use permit for forest areas 
stipulated in Law No. 41 of 1999 
regarding Forestry, as lastly amended by 
Law No. 19 of 2004. The Omnibus Bill 
essentially stipulates that the use of forest 
area for mining activities, among others, 
may be carried out by virtue of “borrow-
use” from the central government. 

Interestingly, the Omnibus Bill eliminates 
the word “permit” from the borrow-
use context, leaving it ambiguous as to 
whether the borrow-use referred to in this 
new provision does not necessarily signify 
the issuance of a permit or license, but is 
rather a mere arrangement between the 
business actor and the central government. 
It remains to be seen how this change will 
play out in practice.

Conclusion
Other than the imposition of VAT on 

coal mining products, the Omnibus Bill 
seems to follow the lead of the newly 
amended Mining Law in attempting to 
provide ease of business for business 
actors, including mining rights holders. 
Nevertheless, it will be important to 
closely scrutinize further implementing 
regulations and practices introduced by 
the government in enforcing the Omnibus 
Bill, bearing in mind the general nature of 
many of the provisions. 

This article has been contributed  
by Fransiscus Rodyanto and Mutiara K. 
Ramadhani of SSEK Legal Consultants, 

a full-service corporate law firm  
based in Jakarta. Readers may contact 

the authors at email:  
fransiscusrodyanto@ssek.com and 

mutiararamadhani@ssek.com;  
phone: 62 21 521 2038.  

The above material is intended for 
informational purposes only and does not 

constitute legal advice. Circumstances 
may change and this material may 

become outdated. SSEK is under no 
obligation to update or correct this 

material. Any reliance on the material 
contained herein is at the user’s own risk.

mailto:fransiscusrodyanto@ssek.com
mailto:mutiararamadhani@ssek.com


COAL ASIA  OCTOBER 29 - NOVEMBER 29, 202072

The impact of omnibus law on business licensing, 
limited liability company, investment, spatial 
planning, manpower, mining, and environment

BACKGROUND
After taking months of deliberation, 

the Government of Indonesia and the 
House of Representatives (Dewan 
Perwakilan Rakyat) agreed to pass the 
Bill on Job Creation into law (Omnibus 
Law) on October 5, 2020. This decision 
was made upon the expectation to attract 
investment and provide ease of doing 
business in Indonesia, which in turn 
provide further advantage to create jobs. 
Following the COVID-19 pandemic, the 
Omnibus Law is also considered as a 
necessary element to improve the business 
climate. The Omnibus Law has amended 
not less than 70 laws which consists 
of 15 chapters and 186 articles. At the 
time of the finalization of this article, 
the Omnibus Law promulgation process 

is still unfinished and we assume that 
there should be no substantial changes 
made after the final draft of the Bill was 
circulated publicly on October 5, 2020.

MAIN CHANGES
Business licensing

The Omnibus Law brings a new 
concept of licensing which called risk-
based business licensing (Business 
Licensing). The Business Licensing will 
be carried out based on the determination 
of risk level and scale rate of business 
activities. The determination of risk 
level and scale rate of business will be 
obtained through an assessment of level 
and potential of hazard. Based on such 
assessment, the risk level and scale rate 
of business activities will be categorized 

into low-risk, medium-risk, or high-risk 
business activities. 

Low risk business activities
For low risk business activities, 

Business Identification Number (Nomor 
Induk Berusaha/NIB) shall serve as a 
business license. Therefore, to carry out 
low-risk business activities, entrepreneurs 
will not need to obtain any additional 
business license, other than NIB.

Medium risk business activities
Business Licensing for medium risk 

business activities covers medium low risk 
business activities and medium high-risk 
business activities. NIB and standard 
certificate shall serve as busines license 
for entrepreneurs to perform these types 

Reggy Firmansyah (Senior Partner)
Liyanto Wijaya (Senior Partner)
Ilham Pangeran Kevianto (Associate)
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of activities. . Standard certificate for 
medium low risk business activities is a 
statement made by entrepreneurs to meet 
business standards in conducting business 
activities. Standard certificate for medium 
high-risk business activities shall be issued 
by the central government or regional 
government based on the verification 
result of business standard fulfilment. If 
medium risk business activities require 
product standardization, the central 
government will issue product standard 
certificates based on the verification 
results of standard fulfilment.

High risk business activities
For high risk business activities, 

enterpreneurs will be required to obtain 
NIB and business license. Business 
license will be in the form of central or 
regional government’s approval for the 
implementation of business activities. 
If high risk business activities require 
compliance with business standards 
and product standards, the central 
government or regional governments shall 
issue business standard certificates and 
product standard certificates based on the 
verification results of standard fulfilment.

The Business Licensing concept will 
be further regulated under a government 
regulation.

Limited liability company
The Omnibus Law expands the 

definition of limited liability company 
under Law No. 40 of 2007 on Limited 
Liability Companies (Company Law). 
The definition now covers individual 
legal entity that fulfills micro and small 
enterprises criteria (UMKM) as regulated 
on the relevant laws and regulations on 
UMKM. The Omnibus Law also provides 
that Regional Owned Enterprise, Village 
Owned Enterprise, and UMKM in the 
form of limited liability company may be 
established by one person/entity. 

The provisions on minimum 
authorized capital for a limited liability 
company are revoked under the Omnibus 
Law. In this case, the authorized capital 
will be based solely on the decision of 
company’s founder(s). Further provisions 
on the minimum authorized capital will be 
regulated under government regulation.

As explained above, UMKM in the 
form of limited liability company may 
be established by an individual. Such 
establishment by an individual shall be 
based on a statement of establishment 
made in Bahasa Indonesia, which shall be 
registered electronically with the Minister 
of Law and Human Right. The shareholder 
of the UMKM must be an individual.  

SPATIAL LAND
Licensing and government 
authorization

Under Omnibus Law, Space 
Utilization License is replaced with 
approval of the Suitability of Spatial 
Utilization Activities and Business 
Licensing. This is viewed as not 
on par, as there are several specific 
functions of the Space Utilization 
License under Law 26/2007 that are 
not covered in the Suitability of Spatial 
Utilization Activities. Omnibus Law 
also mandates more authority with 
respect to spatial planning. Central 
government is authorized to issue the 
Suitability of Spatial Utilization and 
to provide technical assistance for a 
spatial planning in order to accelerate 
the implementation of national strategic 
programs. On the contrary, the authority 
of the provincial regional government 
is reduced, if compared to Law No. 
26/2007, as Omnibus Law requires the 
regional government to comply with 
NSPK (Norma, Standar, Prosedur dan 
Kriteria) that is stipulated by the central 
government in spatial planning under 
government regulation. 

Local and national spatial planning
Omnibus Law only acknowledges 

spatial planning for national strategic areas 
for the regional strategic value-based, 
while for provincial strategic areas and for 
regency/city strategic areas are no longer 
stipulated in the law. That said, Omnibus 
Law recognizes the existence of local 
spatial plan, which includes provincial and 
municipal/regency. Under the law, local 
spatial plan should refer to the national 
spatial planning. Therefore, it is expected 
that the local RTR and national RTR will 
be non-contradictory and complementary 
to one another.

Integrated spatial plan
In its effort to cut the red tape, 

Omnibus Law simplifies the process by 
eliminating the regency/city strategic 
areas. The Omnibus Law also introduces 
integrated spatial plan which includes the 
integration of national RTRL (Rencana 
Tata Ruang Laut) with national RTRW 
(Rencana Tata Ruang Wilayah), the 
integration of RZ KSN (Rencana Zonasi 
Kawasan Strategis Nasional) with national 
strategic region RTR, and the integration 
of RZWP-3-K (Rencana Zonasi Wilayah 
Pesisir Dan Pulau-Pulau Kecil) with 
provincial RTRW. However, it inflicts 
uncertainty to Law 32/2004 concerning 
Marine Affairs, specifically on zoning plan 
for sea area hierarchy in the arrangement 
of marine spatial plan leveling.

Notable amendments
There are a few newly added 

provisions under Omnibus Law. Firstly, 
the current law in effect does not provide 
any requirement on the accuracy of the 
spatial plan map. The general provision 
on spatial plan map accuracy is set out 
under Government Regulation No. 8 of 
2013 on the Accuracy of Spatial Plan 
Map. However, Omnibus Law added the 
provision regarding Base Map and in the 
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event of the base map is not available yet, 
the compilation of spatial plans shall use 
“another Base Map”. Such vague provision 
leaves a larger room of discretion for 
Central Government to determine “another 
Base Map”. Furthermore, Omnibus Law 
loosen up the criteria to amend RTRW that 
may cause changes of RTRW for more 
than 1 time in 5 years. RTRW for Province 
and Regency/City must be determined by 
no later than 4 months since the approval 
from Central Government. Regardless of 
such additions, the requirements of the 
minimum requirement of 30% forest area 
are eliminated under Omnibus Law, rather, 
detailed consideration for the stipulation 
of forest area is introduced. This will 
allow the stipulation of designated forest 
area onto a minimum and requires further 
study from the relevant authority before 
stipulating the designated forest area.

Detailed spatial plan
Regarding RDTR (Rencana Detail 

Tata Ruang), Omnibus Law stipulates 
that the draft of spatial planning of 
provincial or regency/city firstly carried 
out by public consultations, including 
DPRD and the detailed will be approved 
by Central Government, with further 
timeline regarding the process. The 
existing concept of public consultation 
is not recognized under the Law No. 
26/2007. However, it is set out under 
Government Regulation No. 15 of 2010 
on Implementation of Spatial Planning 
(GR 15/2010). Under GR 15/2010, 
public consultation involves the relevant 
community without specifying the 
involvement of DPRD. Another newly 
added provision is that RDTR is in digital 
data form, and can be directly accessed 
and applied online. This provides the ease 
for business actors to check whether their 
business locations are in suitability with 
the relevant RDTR and will also be able to 
immediately submit applications seeking 

confirmation as regards said suitability. 
Concerning spatial planning for rural 
areas, Omnibus Law deletes the provision 
of the agropolitan area as part of rural 
area, and that provision regarding spatial 
planning for rural areas will be further 
regulated in the Government Regulation. 

Sanctions
Overall, both Law No. 26/2007 and 

Omnibus Law stipulates strict sanctions, 
only with different considerations of fine 
and/or time of imprisonment for each 
case. The fines in Omnibus Law are 
generally higher than in Law No. 26/2007. 
However, imprisonment sanction for a 
violation incurring any loss is deducted 
to only 4 years. The provision of criminal 
sanctions in regards with every person 
who does not provide access to the area 
which is declared as public property is 
erased. Furthermore, under Omnibus 
Law regarding spatial planning, the fines 
of the criminal sanction for corporation 
fines is plus 1/3 times of such fines. The 
fine is lower than the Law No. 26/2007 
that set out the fines is plus 3 times. 
Under Omnibus Law, the demand for 
civil compensation can only be carried 
out through civil procedural law, despite 
that it may arise from a criminal act. After 
such criminal case has passed the verdict, 
then the demand for civil compensation 
will be carried out under criminal 
procedural law. This amendment will be 
more time-consuming because now civil 
compensation can only be carried out 
with civil procedural law and cannot be in 
conjunction with criminal procedural law 
anymore.

Related amended regulations
Other amended regulations related 

to spatial planning are PWP3K Law 
(Management of Coastal Zone and Small 
Islands Law) and Marine Affairs Law. 
Notable change to PWP3K Law includes 

the exemption of Business Licensing 
for indigenous people, requirements for 
foreign investor to be further regulated 
by Central Government and to subject to 
Investment Law, entitlement of indigenous 
people to obtain legal aid and assistance, 
also confirmation-based permit for any 
coastal zone utilization conducted by 
government agencies and utilization that 
falls beyond national strategic policy. 
For Marine Affairs Law, Omnibus Law 
broaden the definition on the management 
of sea zone to be integral part of spatial 
management, requires approval from the 
authorized party in light of operational 
area utilization, and exemption of Business 
Licensing for people who uses sea 
utilization to satisfy their daily needs.  

MANPOWER
Omnibus Law stipulates the 

amendment to the Manpower Law 
under Article 81. The big picture of 
such amendment includes the alteration 
of several provisions in order to make 
it consistent with Constitutional Court 
decisions and applicable procedure, the 
restructuration of various provisions to 
serve precision and clarity as well as the 
simplification of requirements regarding 
employment matters. The main changes 
regarding amendment Manpower Law in 
the Omnibus Law are as follows:

Foreign workers
Omnibus Law has adjusted the 

requirements to employ foreign workers 
with the current applicable procedure 
under Presidential Regulation No. 20 
of 2018 on the Recruitment of Foreign 
Workers (PR 20/2018) and Minister of 
Manpower Regulation No. 10 of 2018 on 
Procedures for Recruitment of Foreign 
Workers (MOMR 10/2018). To employ 
foreign workers, the employer is no longer 
required to obtain licenses and the only 
requirement is to have Foreign Worker 

OPINION



COAL ASIA OCTOBER 29 - NOVEMBER 29, 2020 75

Utilization Plan (Rencana Penggunaan 
Tenaga Kerja Asing/RPTKA). 

The Omnibus Law has also regulated 
the exemption of the RPTKA obligation 
for the director or commissioner with 
shareholding as in PR 20/2018 and 
MOMR 10/2018. In addition, such 
exemption in Omnibus Law is also 
given to foreign workers required by 
the employer on the type of production 
machinery maintenance activities for 
emergencies, vocations, technology based 
start-ups, business visits, and research for 
a certain period of time. This exemption 
obviously provides relaxation for the 
employer to hire foreign workers.

Employment agreement
A notable change in terms of 

employment agreement is that the 
maximum period and extension provision 
of fixed-term employment agreement 
(Perjanjian Kerja Waktu Tertentu) has 
been revoked. Rather, Omnibus Law 
added a new clause which regulates that 

the time or completion of work basis of 
such agreement is to be agreed between 
signing parties. This provision leaves 
an opened interpretation as fixed-term 
employment agreement may be extended 
continuously. An additional clause is also 
made in the provision regarding expiration 
ground for working agreement, which is 
the completion of work.

Omnibus Law also deleted the 
provision in amended Manpower Law 
which initially obliges any unwritten 
fixed-term employment agreement or 
written but in a language other than 
Indonesia language, to be deemed as a 
permanent working agreements (Perjanjian 
Kerja Waktu Tidak Tertentu). Hence, there 
is no consequences for such infringement. 

Working hour and overtime
The major concern on working time 

is that Omnibus Law has revoked the 
provision of weekly rest for workers with 
5 working days in a week. It is uncertain 
how many days of weekly rest shall be 

part of their entitlement. The Omnibus 
Law has also made an increase to the 
ceiling of overtime, from 3 hours per day 
with 14 hours per week into 4 hours per 
day with 18 hours per week. Besides, 
Omnibus Law provides details on annual 
leave, while long-term rest provisions are 
left in hands of certain companies. Further 
provisions on certain companies that may 
give long-term rest will be regulated under 
government regulation.

Wage 
In the Omnibus Law, the establishment 

of minimum wages will be enacted by 
governors and will comprise of provincial 
and district/city-based minimum wages, 
while district/city-based sectoral minimum 
wages as regulated before in the amended 
Manpower Law has been revoked in 
Omnibus Law. For provincial and district/
city-based minimum wages, a government 
regulation will further promulgate a 
formula for its calculation and such 
wage will be subject to economic and 
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employment conditions such as district 
economic growth and city inflation. These 
provisions will provide protection to 
the welfare of workers in event of poor 
economic climate. 

The minimum wages as mentioned 
above are exempted in the Omnibus Law 
for micro and small enterprises, which will 
be further agreed between the worker and 
the employer. The minimum of the agreed 
wage shall be at least a certain percent of 
average public consumption based on data 
from the authorized authority. 

Termination
The Omnibus Law has simplified 

the procedure of termination, as it only 
required the notification and no longer 
required the employer to conduct bipartite 
negotiation, except if the relevant 
employee rejects such termination. 
Furthermore, as has been regulated 
under the Manpower Law, Omnibus 
Law also stipulates the lawful grounds 
of termination and added new clauses 
which include cases of corporation is in 
suspension of obligation for payment 
of debts and spin-off. However, the 
Omnibus Law opens for other grounds 
of termination which may be agreed 
in employment agreement, company 
regulation, and collective labor 
agreements. In its elucidation, other 
ground of termination shall not contradict 
with statutory regulations or shall regulate 
better than statutory regulations. Further 
provisions on this will be regulated under 
government regulations. 

Termination benefits
Regarding termination benefits 

issues, major change was made to the 

provisions of severance pay and long 
service pay. The calculation and amount 
remain the same; however, Omnibus 
Law deletes the entitlement of benefit for 
housing or medical treatment and care 
which previously determined at 15% of 
the severance pay and long service pay. 
Moreover, the provisions of multiplier 
termination benefits formula under 
specific circumstances are also revoked. 
Further provisions regarding termination 
benefit will be regulated under government 
regulations.

In spite of that, Omnibus Law provides 
compensation pay for workers with fixed-
term employment agreement. Further 
provisions on it will be regulated under 
Government Regulations. In addition, 
Omnibus Law also introduces the loss of 
job security program to be implemented 
by Social Security Administration Body 
(BPJS). The participants of such security 
are entitled to receive cash, access to the 
job market information and job training. 
Again, further provisions on it will be 
regulated under government regulations.

Outsourcing
The Omnibus Law also revokes the 

provision in regard with outsourcing 
part of work of one company to another 
company. The existing outsourcing 
concept which can only be performed 
under some conditions is no longer applied 
under Omnibus Law. It will result in 
the relaxation of outsourcing utilization 
for other types of work. However, the 
current regulations in effect, Ministry of 
Manpower and Transmigration Regulation 
No. 19 of 2012 on Requirements for 
Outsourcing Part of the Work to Another 
Company as amended (MOMR 19/2012), 

still contains the said conditions. 
Therefore, it remains uncertain whether 
the Minister of Manpower will issue new 
regulations on outsourcing due to changes 
in outsourcing rules in the Omnibus Law.

MINING
In connection with the Mining Law, 

Omnibus Law only adds one new article 
regarding 0% royalty incentive for coal 
added value increasing activity and 
revises one article regarding sanction for 
hindering mining activity. These changes 
may be seen very minimal compared to 
changes in other laws or clusters, the 
reason for this is because the other changes 
to the Mining Law that were initially 
contemplated in the earlier draft of the 
Omnibus Law circulated around February 
2020, have already been incorporated in 
Law No. 3 of 2020 on the Amendment of 
Law No.4 of 2009 (Mining Law).  

One of the examples is the provision 
on incentives for integrated mining 
activity, this provision has been mentioned 
in the early draft of Omnibus Law which 
was circulated around February 2020. The 
provision was then implemented in Law 
No. 3 of 2020, which revised Law No. 4 of 
2009. Under Law No.3 of 2020, business 
actors that carry out integrated mining 
activities are given incentives in the form 
of longer operation production period1 and 
guarantee of the extension of operation 
production period for 10 years for each 
extension2. 

In light of the above, to fully 
understand that intended changes made 
under the Omnibus Law and its impact to 
mining sector, we suggest the reader to 
also take into consideration the changes 
made under Law No.3 of 2020. As a 

1. The longer operation production period is given as an incentive for the integrated mining (coal and metal mineral). Integrated mining is given 
30 years of operation production period, as opposed to the non-integrated mining, which is given 20 years of operation production period.

2.  Integrated mining is guaranteed to be given 10 years of extension of operation production period, without mentioning the maximum times of 
extension (unlike non-integrated mining where extension is guaranteed to be given twice). Thus, it could be concluded that there are no maxi-
mum	times	of	extension	for	integrated	mining,	so	long	as	the	requirements	of	the	prevailing	laws	are	fulfilled.
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reference, we have published a client 
alert3 earlier this year that discussed some 
of the major changes to the Mining Law 
and additionally, we have also made a 
presentation in cooperation with CoalAsia 
and Petromindo regarding the impact of 
such amendment to smelter development4. 

As this article intends to specifically 
discuss the impact of the changes made 
by the Omnibus Law, we set out below 
our analysis on the two articles regarding 
0% royalty incentive for coal added 
value increasing activity and sanction for 
hindering mining activity.

Zero percent royalty for coal added 
value increasing activity

The ratified version of Omnibus Law 
adds another incentive related to the 
development and/or utilization activity 
through the stipulation of Article 128A. 
This article states that business actors who 
carry out the increase of value of coal as 
referred to in Article 102 (2), could be 
given certain treatment of state income 
as set out in Article 128. Such treatment 
could be in the form of 0% royalty 
imposition, which will be further regulated 
in a government regulation. The word used 
in the article is “could”, which suggests 
that the incentive is not automatically 
given, although this should be confirmed 
further until the implementing government 
regulation is issued. This additional 
article could be interpreted as one of 
the efforts given by the government to 
foster the development of the downhill 

mining industry, i.e. post processing of 
coal to increase its value. Although it is 
not obliged for the coal commodity, as 
opposed to the mineral commodity.5

Further, this might raise a question, to 
whom this stipulation shall apply, whether 
it applies to the holders of IUP, IUPK or 
PKP2B license6. The article itself does 
not specify that since it only mentions 
“business actor”. Although the article does 
not specify the definition of “business 
actor”, it could be argued that it refers 
to the holder of IUP or IUPK license in 
the stage of operation production. That 
is because such new Article 128A refers 
to the Article 102 (2), which regulates 
the development and/or utilization which 
could be carried out by the holder of 
IUP or IUPK license in the stage of 
operation production. Whether it also 
applies to the PKP2B license (or IUPK 
as the Continuation of Operation in the 
case of extension), will have to be further 
clarified in the upcoming implementing 
government regulation. Another matter 
to be clarified is whether the 0% royalty 
incentive is applied to the business actor 
who carry out its own coal development 
and/or utilization (integrated mining), 
or is it also applied to the business actor 
who does not carry out its own coal 
development and/or utilization (non-
integrated mining)7.

To conclude, this new stipulation 
could benefit the holder of IUP or IUPK 
license holder in the stage of operation 
production, due to potentially lower cost 

that they will bear in the sales of their coal 
commodity as a result of 0% of royalty 
imposition. As an information, aside from 
tax state income, IUP and IUPK license 
holder are obliged to pay non-tax income 
to the state, which comprises of deadrent/
iuran tetap, royalty/iuran produksi, 
information data compensation, and other 
non-tax state income. The amount of 
royalty for open pit coal varies from 3%, 
5% or 7%, depending on the calory of the 
coal. While for underground coal it varies 
from 2%, 4% or 6% depending on the 
calory of the coal. However, on the other 
hand, this stipulation could potentially 
reduce the non-tax state income sourced 
from the sector of mineral and coal. Not to 
mention that 80% of non-tax state income 
from such sector comes from the sales of 
coal commodities8.
Criminal Sanction to the Hindrance of 
Mining Activity

Aside from additional articles as 
explained above, Omnibus Law also 
revises Article 162 of the Mining Law. 
This is not actually a new norm, since 
it has already been present since the 
regime of Law No. 4 of 2009, where any 
person who hinder the mining activity of 
the holder of IUP or IUPK license who 
has fulfilled the requirement of Article 
136 (2) (which stipulates the gradual 
land settlement), will be punished with 
imprisonment for a maximum period of 
1 year or fined for a maximum amount 
of IDR100,000,000. Under the Law 3 of 
2020, the scope for such punishment is 

3. https://umbra.law/wp-content/uploads/2020/05/Client-Alert-Amendment-of-Mining-Law.pdf
4. https://www.petromindo.com/events/detail/will-the-new-mining-law-boost-smelter-development
5.	 The	wording	used	in	Law	No.	3	of	2020	for	processing	and/or	refining	is	“should”,	which	implies	the	obligation,	while	for	development	and/or	utilization	is	“could”,	

which implies non-obligation.
6 Law No. 3 of 2020 introduces the new term of license for the extension of PKP2B license which about to be expired, i.e. IUPK as the Continuation of Operation, 

which is a separate term from IUPK. Such PKP2B license which about to be expired is guaranteed to be given an extension in the form of IUPK as the Continuation 
of Operation license for the period of 2 x 10 years for the contract which has not been extended; or 10 years for the contract which has been extended once.

7.	 In	performing	the	coal	development	and/or	utilization,	the	holder	of	IUP	or	IUPK	license	in	the	stage	of	operation	production	could:	(i)	carry	out	its	own	coal	devel-
opment	and/or	utilization	(integrated	mining);	(ii)	cooperate	with	another	holder	of	IUP	or	IUPK	license	in	the	stage	of	operation	production;	or	(iii)	cooperate	with	
another	party	who	carry	out	the	coal	development	and/or	utilization.

8.  Non-tax state income from the sector of mineral and coal for 2018 and 2019 are respectively in the amount of IDR45 trillion and IDR50 trillion, where 80% of such 
income comes from the sales of coal commodity, as reported by Kontan on the link below: https://industri.kontan.co.id/news/menurun-pnbp-sektor-minerba-sen-
tuh-rp-4502-triliun-di-2019#:~:text=Penerimaan%20Negara%20Bukan%20Pajak%20(PNBP,yang%20mencapai%20Rp%2050%20triliun

https://umbra.law/wp-content/uploads/2020/05/Client-Alert-Amendment-of-Mining-Law.pdf
https://www.petromindo.com/events/detail/will-the-new-mining-law-boost-smelter-development
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widened to also include the hindrance 
upon the Community Mining License 
(IPR) and Rocks Mining Permit (SIPB)9. 
Omnibus Law then revised such article, 
which further clarifies that the punishment 
is imposed to the hindrance upon SIPB 
who has fulfilled the requirement of 86F 
(which similarly stipulates the gradual 
land settlement).

ENVIRONMENT
Environmental Impact Analysis 

(AMDAL), Environmental Management 
and Monitoring Programs (UKL-UPL), 
and Environmental License

AMDAL in the Environmental Law 
is required for decision making on the 
operation of business and/or activity. 
When AMDAL is not required for the 
decision making of an activity, the 
Environmental Law requires UKL-UPL 
instead. These provisions are amended 
in the Omnibus Law; which now states 
that AMDAL or UKL-UPL is merely 
used as a consideration as opposed to 
a requirement. However, in regards to 
the obtainment of Business Licensing 
(legality given to Business Actors to start 
and run a business and/or its activities10), 
AMDAL or UKL-UPL still serves as 
a requirement as they are used as the 
basis to obtain Environmental Approval 
(Persetujuan Lingkungan) and in turn 
Environmental Approval is also one 
of the requirements for the issuance of 
Business Licensing.

The most significant change is the 
deletion of the Environmental License 
(Izin Lingkungan). The Omnibus Law 
introduces Environmental Approval 
(Persetujuan Lingkungan), which serves 
different functions with Environmental 
License.11 Environmental Approval 

is not on par with Environmental 
License as there are several functions of 
Environmental License under the law, 
which are replaced by Business Licensing. 
Other than that, as most changes with 
regard to licensing, the Omnibus Law also 
shifts most authorities on licensing to the 
Central Government with no appointment 
to a specific institution or official, 
which affects further administration of 
this licensing such as supervision and 
imposition of sanctions, as applicable.

Environmental quality standard
In the Environmental Law, the 

Minister of Environment and Forestry 
(MOEF), governor, or regent/mayor 
in accordance with their respective 

authority issue a license to dispose waste 
to environmental media. However, in 
Omnibus Law, a license to dispose waste 
to environmental media is issued by the 
Central Government. Irrespective of waste 
disposal scale and risk, an application for a 
license to dispose waste must be submitted 
to the Central Government.

Criteria of business/activity with 
substantial impacts to the environment: 
Simplification of criteria 

In the Environmental Law, there exists 
several specific criteria of business and/
or activity that shall be accompanied 
with AMDAL. Changes in the Omnibus 
Law makes the criteria unclear, as it only 
mentions that business and/or activity 

OPINION

9.			 Law	3	of	2020	introduces	new	license	for	rocks	mining,	which	is	Rocks	Mining	Permit/Surat	Izin	Pertambangan	Batuan	(SIPB),	which	is	given	for	rocks 
	 commodity	specified	for	construction	purpose	to	support	the	development	project	funded	by	the	Central	Government	and/or	Regional	Government.

10. Article 1 point 3, General Provisions of Omnibus Law.
11.  Article 23 point 1 of Omnibus Law.
12  Article 71 Omnibus Law
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that shall be accompanied by AMDAL 
are the ones with substantial impacts on 
the environment, social, economy, and 
culture. The absence of specific criteria 
leads to the vagueness that results in 
legal uncertainty for the determination of 
business actors’ legal obligation. Also, it 
opens a larger room of discretion for the 
Central Government in determining when 
AMDAL or UKL-UPL is mandatory.

AMDAL 
Under Omnibus Law, AMDAL is 

no longer evaluated by the AMDAL 
Evaluation Committee. AMDAL will now 
be evaluated by the Central Government (or 
accredited institution/expert that it appoints) 
and serve as the basis of the environmental 
feasibility test. Central Government 
determines environmental feasibility decree 
based on the environmental feasibility test. 
Following the issuance of an Environmental 

Feasibility Decree, the Central Government 
will issue Business Licensing.

Previously, AMDAL documents 
must include recommendations from 
the community that consists of (i) the 
affected community; (ii) environmental 
activists; and/or (iii) parties affected 
by all types of decisions in the process 
of AMDAL. Under the Omnibus Law, 
the recommendation is limited from the 
community that are affected. As such, it 
opens up the possibility for the business 
and/or activity plan to be challenged by 
i.e. environmental activists. 

UKL-UPL 
Under Environmental Law, the types 

of business and/or activity that must be 
accompanied by UKL-UPL is determined 
by MOEF, governor, or regent/mayor in 
accordance with its authorities based on 
MOEF Regulation No. 25 of 2018. Now, 
reference shall be made to the Omnibus 
Law which states that the authority to 
determine such matters shifted to the 
Central Government. Further, the factors 
by which an Environmental License 
could be nullified in Environmental Law 
are replicated as nullification factors of 
Business Licensing in Omnibus Law.

Business and/or activities that are 
not obliged to have UKL-UPL used to 
be required to prepare a Statement of 
Readiness to Manage and Monitor the 
Environment (SPPLH). However, under 
Omnibus Law, SPPLH will now be 
integrated in the Business Registration 
Number (NIB). 

In reference to Environmental Law, 
any decree on environmental licensing 
(except for AMDAL) only needs to be 
declared to the relevant subjects. The 
new provisions now declared that the 
public has the right to access the Decree 
of Environmental Feasibility. It is 
however still unclear as to what Decree of 
Environmental Feasibility will contain.

Hazardous and toxic (B3) waste 
management

There is a centralization of authorities 
in regards to hazardous and toxic (B3) 
waste management. In the Environmental 
Law, a B3 waste management license 
needs to be obtained from MOEF, 
governor, or regent/mayor in accordance 
with their respective authorities. In 
Omnibus Law, the license must be 
obtained from the Central Government. 
Further, Omnibus Law introduces the 
obligation for both Local Government 
and Central Government to facilitate B3 
waste management. Yet, the distribution of 
authorities between Central Government 
and Local Government is still unclear.

Centralization of authorities for 
business licensing

The issuance of Business Licensing 
is no longer under the authority of the 
Local Government. It is now shifted to the 
Central Government.

Supervision and administrative 
sanctions 

There is centralization of authorities 
for supervision and administrative sanction 
in Omnibus Law, however the form of 
administrative sanction is not stipulated and 
the supervision is not specified in Omnibus 
Law. In Environmental Law, the authorities 
to supervise the compliance of personnel 
in charge of businesses and/or activities 
to the provisions stipulated in-laws on 
environmental protection and management 
from MOEF, governor, or regent/mayor 
is shifted to Central Government and 
Regional Government in Omnibus Law.12 
The supervision authority is currently 
conducted by the relevant license issuer. 
However, under the current law, there are 
certain circumstances in which the Central 
Government may exercise its second-line 
enforcement. Further, this change will be 
regulated by GR.
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The provisions regarding the 
application of administrative sanctions are 
also amended in the Omnibus Law which 
was previously in Environmental Law 
the administrative sanctions applied by 
ministers, governors or regents/mayors, 
in the Omnibus Law, administrative 
sanctions will be applied by the Central 
Government or Regional Government.13 
Central Government must impose 
administrative sanctions on personnel in 
charge if Business Licensing is violated. 
Regulation and forms of administrative 
sanctions will be further regulated in a 
new provision in Article 82A-82C of the 
Omnibus Law. In Environmental Law, 
the authority to appoint a third party to 
restore at the expense of the said personnel 
in charge of businesses and/or activities is 
given to the MOEF, governor, or regent/
mayor, in Omnibus Law this authority is 
shifted to the Central Government.14

Regarding to the new provision that 
regulates the administrative sanction 
in Omnibus Law, every person that 
carries out a business and/or activity 
without having a Business Licensing or 
approval from the Central Government 
or Regional Government is subject to 
administrative sanctions.15 This provision 
also applies to every person that carries 
out a business and/or activity that has 
a business licensing or approval from 
the Central Government or Regional 
Government that is not in accordance 
with the obligations therein will also 
be subject to administrative sanctions.16 
The administrative sanction in Omnibus 
Law are consist of: written warning, 
government coerciveness, administrative 
fine, business licensing suspension, and/or 
revocation of business licensing.17 Further 

provisions on procedures of sanctions 
imposition will be regulated by GR.

Strict liability 
Previously in the Environmental 

Law, Strict Liability was strictly enforced 
against any person whose actions, 
business, and/or activities caused losses 
incurred without the need to prove the 
violation. In the Omnibus Law, the 
liability is limited to losses arising from 
respective businesses and/or activities 
under Omnibus Law. However, the proof 
of causation is arguably still required.18

Administrative lawsuit 
In Omnibus Law, Administrative 

lawsuit on AMDAL, UKL/UPL, and/
or Environmental license is deleted and 
provisions in Environmental Law as 
stipulated under Article 93 can no longer 
be used as legal standing to file any 
administrative lawsuit. Factors as specified 
in the Omnibus Law can no longer serve 
as legal standing for every person who 
intends to file an administrative lawsuit 
against Environmental License, AMDAL, 
and/or UKL-UPL. However, every person 
is still entitled to file an administrative 
lawsuit based on Law No. 5 of 1986 as 
lastly amended by Law No. 51 of 2009 
on Administrative Court, Law No. 30 of 
2014 on Government Administration, in 
conjunction with the applicable issuance 
procedures of the concerned decree 
as contemplated under the laws and 
regulations.

Administrative and penal provisions 
In Omnibus Law there is an 

equalization of administrative sanctions 
and criminal sanctions for every violation 

and / or criminal act in the environmental 
sector. Criminal sanction can only be 
imposed if the relevant offender does 
not fulfil its administrative sanction 
or cause certain harms and Criminal 
sanction for officials who issues a business 
license without environmental license as 
stipulated in Article 111 Environmental 
Law no longer applies because in Omnibus 
Law all licenses have been integrated with 
business licensing. 

In Omnibus Law, every person who 
runs a business and/or activity without the 
business licensing and/or without Central 
Government approval, shall be subject to 
imprisonment for one year at the minimum 
and 3 (three) years at the maximum and 
a fine amounting to Rp1,000,000,000 
(one billion rupiah) at the minimum and 
Rp3,000,000,000 (three billion) at the 
maximum. There is an addition provisions 
from the previous Environmental Law, that 
the criminal sanctions will be imposed on 
everyone who carries out a business and / or 
activity that results in casualties / damage to 
health, safety and / or environment.19

CLOSING
The Omnibus Law introduces new 

system of authority, especially regarding 
the centralized licensing process. The 
licensing concept brought by the Omnibus 
Law is expected to provide ease for job 
creation. Such ease is intended to attract 
the investor, creates more jobs, and reduce 
unemployment. Within long term, it may 
strengthen the economic situation of 
Indonesia and give welfare to Indonesian 
citizen. However, the Omnibus Law still 
need its implementing regulations to 
provide certainty for all the outstanding 
matters. 

OPINION

13  Article 76 Omnibus Law
14  Article 82 Omnibus Law.
15  Article 82A Omnibus Law.
16  Article 82B Omnibus Law.
17  Article 82C Omnibus Law.
18  Article 88 Omnibus Law.
19  Article 109 Omnibus Law.
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ATQ expects positive growth ahead

The adverse impact of COVID-19 pandemic around 
the globe halts many industry players taking any 
expansive move. They tend to take the opportunity 
to consolidate internally while wait-and-see for any 

improving condition.
PT Asiatrust Technovima Qualiti (ATQ), a testing 

laboratory and inspection body, also had to deal with the 
impact of COVID-19 in early stage of pandemic in Indonesia. 

However, the company is currently preparing to take-off by 
improving services for industry players, particularly mining.

Adam Gundawa, CEO of ATQ, said to CoalAsia Magz 
recently that the company expects positive growth ahead in 
mining industry both domestic and foreign markets. “We will 
always need source of energy in life. While the current energy 
demand is decreasing, but at a certain point, it will rebound 
eventually,” he said.

FOCUS

By Tri Subhki R.
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As an independent surveyor, ATQ 
provides a range of services for energy-
related industry players, including 
coal miners, power producers and 
traders. Established in 2014 from a 
coal laboratory in Banjarmasin, South 
Kalimantan, ATQ keeps growing by 
developing new laboratories in order to 
stay close to the customers.

ATQ offers services from coal 
sampling and analysis services in coal 
laboratory, sampling and analysis coal 
shipment both in loading and discharging 
points, pit-to-port coal sampling analysis, 
document verification to geology 
services.

In 2018, ATQ was defined by 
Ministry of Energy and Mineral 
Resources (MEMR) to issue Laporan 
Hasil Verifikasi (LHV) and is accredited 
with SNI ISO / IEC 17025: 2017 in 
Banjarmasin, Samarinda and Palembang.

Adam said that ATQ complies with 
all implementing government regulations 
in conducting business since independent 
surveyors have mandate from the 
government, particularly Ministry of 
Energy and Mineral Resources and 

Ministry of Trade. “We also have to 
comply with international standards,” 
Adam said.

Adam stated that ATQ has strong 
network and association in Asia coal 
market. In fact, the company plans to 
expand its coverage to a new coal market 
destination, which is Vietnam. “We plan 
to develop a new branch in Vietnam and 
hopefully in the mid of next year we will 
have new branch there,” he said.

Adam sees Vietnam as a prospective 
market since the country offers 
relatively high economic growth and 
conducive investment climate. “The coal 
consumption growth in Vietnam is quite 
good,” he said.

Vietnam keeps developing new 
power generation capacity to fuel its 
fast-growing economy. A number of new 
large-scale coal-fired power plants are 
under construction which is expected to 
absorb more coal supply, mainly from 
Indonesia.

Currently, ATQ has five branches 
and laboratories in Banjarmasin, 
Samarinda, Palembang, Tamiyang and 
Bandung. ATQ also has partnership with 

laboratory in India in tapping South Asia 
markets, such as India, Pakistan and 
Bangladesh.

Not only foreign markets, ATQ also 
endeavours in-country expansion plan 
by grabbing opportunities of mineral 
downstream industry in eastern part of 
Indonesia.

Adam unveiled that he has already 
discussed with several miners in the 
region who require faster and more 
accurate laboratory results. “We are 
preparing a new branch office in Kendari 
and hopefully it will be ready in a few 
months,” he said.

Sulawesi is a mineral-rich region 
which are being developed by the 
government as an epicentre of mineral 
downstream industry, particularly nickel 
smelters. Not only nickel industry, 
but Adam also expects surging coal 
consumption in the region since smelters 
require abundant and reliable supply 
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of power and coal is one of the energy 
sources.

Expansion plan to Kendari, Southeast 
Sulawesi, according to Adam, will be 
followed by another plan to move closer 
to the customers in Melak and Bengalon, 
East Kalimantan Province. “We want to 
be closer to the market and provide faster 
quality services,” Adam said.

However, Adam emphasizes that 
the company’s expansion plans have 
been calculated rigorously after months 
of internal consolidation during early 
phase of pandemic. “I think now is our 
momentum,” he said.

Faster response
ATQ’s expansive moves are 

strongly supported by dynamic and 
adaptive young personnel who provide 
faster response to any customers’ 
requirement. “We have simple 
bureaucracy, easy to contact anytime 
and fast response. These are our 
uniqueness,” Adam said.

ATQ also provides fast and accurate 
analysis and laboratory results for 
customers from sellers to end-users. 
Adam stated that the company not only 
survey and analyse the coal quality and 
quantity in the mining as seller, but it 

also evaluates and analyses the coal in 
the buyer’s side. “We reassure the coal 
quality and quantity for feedstock,” 
Adam said.

Currently, ATQ mostly serves 
customers in foreign markets but the 
company keeps expanding the domestic 
market share. ATQ, in February 2020, 
established a new laboratory in Bandung 
which serves customers in Java and Bali 
regions. “End-user customers are mainly 
operating in Java and Bali regions,” 
Adam said.

During the current pandemic 
situation, ATQ implements some 
business strategies including maintaining 
personal relationship with all mining 
stakeholders among others miners, 
traders and end-users. 

“We understand that pricing is very 
important during the current condition. 
We are flexible in pricing as long as 
it provides benefits both for us and 
customers,” Adam said.

New opportunity
As a specialist in laboratory service, 

ATQ keeps improving its competency 
and services. It is on the process 
acquiring new accreditation from 
Komite Akreditasi Nasional (KAN) on 

Program Uji Profisiensi (PUP) as an 
organizer in comparing the standard 
performances of coal laboratories both 
in Indonesia and overseas.

“We are going to be the first who will 
obtain the accreditation,” Adam said. 
He sees potential markets since there are 
hundreds of laboratories in Indonesia and 
these laboratories require standardized 
lab results aiming to improve result 
validity, which is very crucial for 
customers.

ATQ is also able to help miners and 
end-users to set up new coal laboratory 
along with the ISO 17025 certification. 
Moreover, the company welcomes 
opportunity to be a witness for end-users 
or coal buyers. 

Adam claimed that Indonesia’s coal 
laboratories have more comparative 
advantages over other laboratories in 
Asia region. “I am very confidence that 
Indonesia has advanced coal testing 
competency,” he said. 

ATQ strives to be a leading company 
in testing laboratory for all commodities, 
marine cargo survey and inspection of 
various fields and commodities, and 
uphold the values of independence and 
integrity as well as being a reference for 
other testing laboratories. 

[FOCUS]
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Sumatra Island owns 
12 billion tons of coal 
reserve and 56 billion 
of coal resources, where 
which mostly lie beneath 
the soil of South Sumatra 
Province. However, the 
abundant reserves could 
not be easily tapped 
for production due to 
logistic and transportation 
challenges.

MAINSTORY

Hundreds kilometers of distance 
from mine areas in Muara Enim 
and Lahat regencies to the 
transshipment points cause too 

expensive logistic and transportation costs. 
However, local government now is fully 
supportive for the maximum exploitation of 
the province’s natural resources.

State-owned entities and private 
companies keep developing new 
transportation modes or expanding the 
existing modes to transport more coal out 
of the province. More capacity is under 
construction particularly railway mode and 
coal hauling road, and new waterway is being 
developed. 

Local government established PT 
Sriwijaya Mandiri Sumsel (SMS) to develop 
Tanjung Api-Api Special Economic Zone in 
the province, where a deep-sea port will be 
developed in Tanjung Carat. A state-owned 
coal and energy producer PT Bukit Asam Tbk 
plans to transport coal via waterway from 
Tanjung Enim mine to Tanjung Carat.

In addition, SMS plans to connect 
Tanjung Api-Api SEZ and Simpang Station 
in Palembang with railway. Based on the 

By Tri Subhki R. & Adianto P Simamora
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master plan of Tanjung Api-Api SEZ, 
the distance from Simpang Station to 
SEZ is about 90 kilometers. 

“We already conduct feasibility 
study (FS) and it is part of our long term 
plan,” H Sarimuda, President Director of 
SMS, said recently. He also added that 
SMS in cooperation with PT KAI will 
develop a new coal port in Kramasan, 
Palembang. 

“We will build 8 kilometers coal 
hauling road from Simpang Station to 
the coal port,” he said. The project is 
expected to accommodate 20 million 
tons of coal per annum and will start the 
operation production in 2022.

On the other hand, PTBA and 
KAI also discuss about the plan to 
increase the coal transport via railway to 
Simpang Station with the total capacity 
20 million tons per annum. Currently, 
PTBA transports coal from Tanjung 
Enim to Kertapati Port in Palembang in 
the North Corridor. The company also 
transports coal from mine to Tarahan 
Port in Lampung in South Corridor.

“PTBA dan KAI plan to increase 
the capacity in Kramasan as much as 
20 million tons,” Fuad Fachroeddin, 

Director of Business Development in 
PTBA, said recently. PTBA will also 
add 20 million tons capacity in the 
Tarahan Port II in Lampung Province.

If all PTBA’s transportation 
modes and infrastructure are ready, 
the company plans to ramp up coal 
production up to 75 million tons per 
year, compared to the current production 
level at 30 million tons per year.

From private sector, there are a 
number of logistics and transportation 
providers who offer alternatives for 
miners in the province, particularly 
railway and coal hauling road. PT RMK 
Energy, a logistic provider, provides 
coal transportation via railway which is 
integrated with coal port in Kramasan, 
Palembang. Meanwhile, PT Titan Infra 
Energy offers 113 kilometers long coal 
hauling road through its subsidiary PT 
Servo Lintas Raya.

RMK Energy is expanding the 
coal capacity by developing the coal 
loading, unloading and port expansion 
to accommodate more potential cargoes 
in the future from Lahat and Muara 
Enim Regencies. Currently, RMK can 
accommodate up to 15 million tons of 

coal per year.
“We keep improving the coal 

capacity by railway up to 20 million 
tons by 2023,” Tony Saputra, President 
Director of RMK Energy, said recently. 
He mentioned that there are only 
three operating loading stations in the 
province, namely Banjarsari, Muara 
Lawai and Sukacinta stations. “We are 
developing loading station in Gunung 
Megang, Muara Enim.”

RMK Energy provides logistic 
services for six miners from Lahat and 
Muara Enim with 6 million tons of coal 
per year, and the company is expected 
to add three new customers next year 
and increase the coal transport up to 9 
million tons per year. It has three coal 
yards (CY) which are currently utilizing 
reach stacker and gantry crane to unload 
coal. It also has three lines of barge 
loading conveyors at the coal port.

Coal waterway
Rivers in South Sumatra are not as 

big and deep as rivers in Kalimantan. 
Coal transport via waterway in South 
Sumatra deals some challenges among 
others sedimentation which requires 

MAINSTORY

“We should have one vision, how to bring the 
coal out of South Sumatra as much as possible. 
We also should find out solutions for all 
stakeholders,” 

H Sarimuda, President Director of PT Sriwijaya Mandiri Sumsel (SMS)
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sustainable dredging and very low water 
draft during dry season.

PTBA signed a Head of Agreement 
(HoA) with PT Pelindo II in developing 
coal waterway from Tanjung Enim to 
Tanjung Carat, Tanjung Api-Api SEZ. 
The route will stretch from Tanjung 
Enim mine through Lematang River and 
then connected to Musi River and finally 
go to deep-sea port in Tanjung Carat.

Meanwhile, a private company 
PT Batubara Mandiri, has already 
been developing the waterway in the 
province. However, the company has to 
deal with some headwinds, such as the 
procurement of a large number of small 
100-150 feet barges with capacity 320-
2,000 metric tons.

Batubara Mandiri plans to transport 
1-2 million tons of coal via waterway 
through Lematang River and Musi Hulu 
River. “The governor of South Sumatra 
requires us to transport 1-2 million 
tons per year through those rivers,” H 
Baharuddin, CEO of Batubara Mandiri, 
said recently.

To achieve the target, Baharuddin 
stated that the company estimates the 
investment requirement is around Rp1-

1.5 trillion. “The target may be achieved 
in 3-5 years to come,” he said.

Batubara Mandiri provides coal 
stockpile in Muara Lawai and Gunung 
Megang for coal miners in Lahat and 
Muara Enim regencies. In addition, it 
also provides coal stockpile in Babat 
Toman for miners in Musi Rawas Utara 
and Muara Enim regencies.

From the stockpiles, coal will be 
transported through Lematang River 
and Musi Hulu River to unloading port 
in Rantau Bayur, Banyuasin Regency. 
It will take 130-133 nautical miles and 
6 days of back-and-forth traveling from 
stockpiles to unloading port.

Improving condition
From the miner’s perspective, the 

current condition of coal logistic in the 
province is improving compared to last 
decade condition. Excluding PTBA, 
private miners had to deal with very 
limited coal transportation alternative.

PT Manambang Muara Enim 
(MME), a coal producer in Muara Enim 
Regency that started the operation 
production in 2010, is one of private 
coal miners in the province which 

already uses coal railway transportation 
this year.

Agustinus Thamrin, Director of 
MME, recalled that the worse logistic 
issues two decades ago in South 
Sumatra, when coal miners only had 
very limited transportation alternatives. 
“We really appreciate logistic service 
providers who offer coal transportation 
alternatives. Without them, our coal 
will not have any commercial value,” 
Agustinus said.

For coal miners in the province, they 
should secure contract with PT KAI to 
transport coal via railway and also have 
to deal with logistic providers. MME, 
for example, has already been utilizing 
coal railway transportation this year and 
using RMK Energy’s logistic services.

Sarimuda of SMS also welcomes 
more coal transportation alternatives 
in the province since the local 
government’s mission is to bring coal 
out of the province as much as possible.

“We should have one vision, how to 
bring the coal out of South Sumatra as 
much as possible. We also should find 
out solutions for all stakeholders,” he 
Sarimuda said. 
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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
This article is designed to provide 

some indication towards the overall 
health of the Indonesia mineral & coal 
exploration industry, as reflected by the 
public monthly exploration reports on 
the IDX.

The Indonesian stock exchange 
[IDX] requires mining companies to 
submit a monthly exploration report. 
These reports typically follow a standard 
format summarizing the unaudited funds 
spent, along with the briefest outline 
of exploration activity, plus a freer 
style attachment that sometimes gives 
more details. A review was undertaken 
of the January – July 2020 monthly 
reports posted on the IDX, that can be 
found at [https://www.idx.co.id/en-us/
listed-companies/disclosure/]. This 
review excluded IDX mining board 
listed companies in the mining service 
business, and in the oil & gas business. 

Readers of this article should not 
rely on the information herein for 
investment decisions, nor for a high 
degree of accuracy or reliability. 

IDX rules for mining companies
Rule no. 1-A.1 concerns the IDX 

rules for mineral and coal mining 
firms. This applies to companies with 
mining tenements, where most of 
their income is derived from mining 

and refining, but may exclude service 
companies handling transport and sales 
of commodities. There are a number of 
listing requirements, including having 
proven and probable reserves based 
on the report of a Competent Person, 
plus having a production history, or 
a Feasibility study that will support 
the starting of a mine within 3 years. 
These rules are strongly focussed 
towards the commercial business 
requirements, and tend to leave 
technical reporting to the discretion of 
the directors, as may be developed by 
the competent persons. Annual reports 
have many requirements, including; 
are not to be misleading, contain 
material information and business risks 
(including supply of raw materials). 
In practice, the concept of “material 
information & business risk” tends to be 
aligned towards accounting standards, 
with very few annual reports refereeing 
to resource or mining risks. 

 It would appear that mining 
companies are to submit monthly 
exploration reports by the 12th of the 
following month. The standard form 
requires basic information on the name 
of subsidiaries, exploration areas, total 
exploration expenses for the month, 
naming the party carrying out the 
exploration, method of exploration (drill, 
assay etc), the monthly exploration 

results (typically mapping or number of 
bore holes etc) and planed work that was 
not achieved. 

Limitations to understanding the IDX 
monthly report data

The record of expenditure can 
be in Rupiah or US Dollars. In this 
review the US dollar expenditure has 
been converted to Rupiah using an 
arbitrary conversion of Rp 14,000 to 
the USD. Some reports are not clear on 
nominating the reported currency. The 
contribution of head office overheads / 
project holding costs to the exploration 
budget is not specified. The portion of 
expenditure undertaken in the district, 
or in the head office district, is not 
defined, though the common use of 
exploration contractors (geological, 
drilling, assay etc) would suggest that 
in many cases, only a modest portion of 
the exploration expenditure is paid at the 
site. The definition of “exploration” for 
this reporting compliance is not clear, 
with no distinction between greenfields 
or brownfields for the determination 
of resources, or if this exploration 
includes mine development work such 
as geotechnical, dewatering drilling, 
drifting etc. 

The exploration work often involves 
data studies, geophysical studies and 
reporting that is not well defined in these 

Measuring the health of the 
Indonesian exploration industry

http://www.ianwollff.com
https://www.idx.co.id/en-us/listed-companies/disclosure/
https://www.idx.co.id/en-us/listed-companies/disclosure/
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monthly reports, but can be a significant 
part of an exploration program. The drill 
program (and pitting / trenching) seems 
to be more regularly reported upon with 
number of sites and total meterage, and 
occasionally the number of samples 
is mentioned. Only very rarely do the 
attached reports provide maps, core log 
details, assay highlights or changes to 
resource estimates. A number of reports 
do not adequately identify the projects 
for which expenditure is undertaken. A 
number of IDX listed mining companies 
have reported undertaking zero 
exploration expenditure, and a few have 
not submitted any monthly reports. 
Findings

This January – June 2020 review 
of 16 IDX listed coal companies shows 
61 coal concessions, of which only 
18 have active exploration programs 
for a combined expenditure of Rp. 
116,479,665,000 [USD 8.3 million]. 
There are about 1,000 drill holes for 
106,000m drilled and 270 samples. 
The greatest exploration spending coal 
companies are PT. Bumi Resources Tbk 
(Rp 57 billion), PT. Indika Energy Tbk 
(Rp 29.6 billion), PT. Indo Tambangraya 
Megah Tbk (Rp 16.7 billion).

This January – July 2020 review 
of 11 IDX listed mineral companies 
shows 29 locations, of which 20 sites 
are being explored for a combined 
budget of Rp. 694,147,891,000 [USD 
49,6 million]. There are about 200 drill 
sites for 64,300m drilled and 14,100 
samples. The greatest exploration 
spending mineral companies are PT. 
Aneka Tambang Tbk (Rp 46 billion), 
PT. Bumi Resource Minerals (Rp 27.6 
billion), PT. Vale Indonesia Ybk (Rp 
87.3 billion), PT. Merdeka Copper Gold 
Tbk (376.3 billion), PT. JResources Tbk 
(57.1 billion), PT. Timah Tbk (Rp 80.4 

billion), PT Kapus Prima Coal (19.2 
billion). The range of minerals sought by 
these IDX listed companies includes Au, 
Ag, Cu, Fe, Pb, Zn, Ni, Al, Mn. 

There is also one other IDX listed 
mining company that is mining stone 
(marble). 

The use of such IDX exploration 
reports

Foreign stock exchanges tend 
to require exploration & mining 
companies to promptly provide more 
technical detail, particularly if it may 
lead to speculation of a positive / 
negative change in the forward-looking 
prospects of the company. It would 
seem the technical detail provided in 
the IDX monthly exploration reports 
is inadequate for public shareholders, 
or prospective shareholders, to readily 
estimate the forward-looking prospects 
of the company. This review of the 
monthly exploration report does 
not indicate the outcomes of such 
exploration projects, but provides some 
guide as to which companies have active 
exploration projects.

Other public data on measuring 
exploration

A number of international industry 
analysists look to compile data on the 
Purchasing Managers Index [PMI] as 
a reflection of the health of the mining 
industry, so several analysists look 
towards the statistics on drilling to 
reflect the health of the exploration 
industry. These drilling statistics have 
not traditionally been readily available 
in Indonesia. Should they become 
available, they may need to be broken 
down into industry sectors, with fewer 
and longer holes for gold and minerals 
[typically 150-250m depth], or modest 

depth for coal [typically 70-150m 
depth], or shallower for nickel laterite 
[typically 10-50m depth]. 

There are several other forms of data 
that have the potential to reflect upon 
the health of the Indonesian exploration 
industry. 

Other data - ESDM digital systems
On the 2nd December 2019 the 

Mines Department [ESDM] undertook 
the launching of three new computer 
systems to record the mineral and coal 
industries activities of commodity sales 
[Aplikasi Modul Mineral Verifikasi 
Penjulan – MVP], exploration reporting 
[Exploration Monitoring System – EMS] 
and submitting of exploration data 
[Exploration Data Warehouse – EDW] 
for minerals and coal. These digital data 
systems shall help the Mines Department 
coordinate and 1) manage the exploration 
and mining tenement areas, 2) direct 
efforts towards reserve replacement ratio, 
and 3) monitor greenfield and brownfield 
exploration budget activity. The three 
new systems rely on participation /
compliance with other MOMS digital 
systems regarding company name, 
location, payment of certain fees etc. 
These new computer systems also rely 
upon the registered Surveyors, and upon 
Competent Persons to ensure reliable and 
correct data. Some parts of the system 
are open to the public, while other parts 
are restricted, based on the level of 
Government echelon, or for approved 
requests for information.

It is understood that by mid-2020 
that more than 30 coal companies and 20 
mineral companies regularly submitting 
monthly reports into the EMS & EDW 
systems. As with any new locally 
developed system, the varied nature of 
the data has prompted a review of the 
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system’s format. The new Mining Law 
amendment 3/2020 now requires the 
monitoring of all 2,000+ mining IUP’s, 
wherein the manpower and budget 
requirements of the monitoring team 
may need to be revised. 

This new computer system has the 
potential to inform the public, in some 
detail, on the health of the exploration 
industry.

Other data - Mines department 
annual reports

The Mines Department [ESDM] 
have continued to improve their 
public Annual Reports, though the 
focus tends to be on the success of the 
mining industry, or the administrative 
performance of the department. For 
example, the 2019 Performance Report 
from the Ministry of Energy and 
Mineral Resources Directorate General 
of Minerals and Coal includes; -

Table 74. Activities that support KPI 
Amount of Revenue from Mineral and 
Coal Business. The optimal realization 
of mineral and coal state revenues. 
Management of National Data on 
the Results of Mineral Exploration 

Activities. Planed Rp 1,337,300,000 
with Actual Rp 1,244,803,252.

Coordination of the completion 
of the litigation process, problems 
with coal mining business permits and 
problems in coal exploration activities in 
forest areas. Planned Rp 1,156,921,000 
with Actual Rp 1,150,175,975

Evaluation and Verification of Data 
on Exploration Activities in PKP2B and 
IUP. Planned Rp 1,563,381,000 with 
Actual Rp 1,560,269,203

The above extracts on Mines 
Department expenditure and operations 
indicate there could be suitable data to 
make a detailed analysis of the health 
of the exploration industry. In some 
public seminars / webinars, the Mines 
Department presentation of exploration 
tends to be lumped together in such a 
way that it is difficult for the public to 
analyse the performance of the various 
segments of the Indonesian exploration 
industry.

The Mines Department is presumed 
to have detailed data on every operating 
tenement in Indonesia through its 
approval process of annual work 
programs [RKAB]. By referring to the 

RKAB process, it may be possible to 
formulate detailed public reports on 
the planned verses actual performance 
of the exploration industry, without 
compromising the confidentiality of 
individual companies. 

Other data - Reserve resilience fund
The amendments to the mining law 

3/2020 continue much of the original 
obligations towards undertaking and 
reporting upon exploration. The new 
article 112A introduces the concept of 
a “mineral and coal reserve resilience 
fund” that is to be used for the discovery 
of new reserves. Implementing 
provisions are to be issued within a year, 
by March 2021. 

There is considerable ongoing debate 
within industry, and between industry 
and the Mines Department about the 
distinction between Greenfields and 
Brownfields exploration activity. It 
will be interesting to see what nature 
the implementing regulations take, and 
if the “reserve resilience fund” or the 
“reserve replacement ratio” can be used 
by the public to measure the health of 
the exploration industry. 

ANALYSIS

IDX Company Subsidiaries min Expenditure RP bore meters sample
ADRO Adaro Energy total coal         6,977,933,900      84     14,836.00  
 Tutupan, Wara, Paringin 4,957,960,000 71     14,620.00  
 Semesta Centramas             261,677,900  
  Paramitha Cipta Sarana  1,758,296,000 13           216.00  
ANTM Aneka Tambang total        46,021,215,378    
 Pegunungan Bintang, Pongkor Au  
 Pomalaa, Tapunopaka Ni  
  Tayan, BEI Mempawah. Al     
ARII Atlas Resources total coal 0    
 Kalbar Energi Pratama  
 Citra Global Artha  
 Ratna Utama Karya  
 Diva Kencana Borneo  
 Gorby Putra Utama  
 Banyan Koalindo Lestari  

Compilation of exploration reports January – July 2020
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 Gorby Global Energy  
 Cipta Wanadana  
 Hanson energy  
 Anugerah Energy  
 Papua Inti energy  
 Karya Manunggal  

BOSS Borneo Olah Sarana 
Sukses total coal 821,449,625    

 Bangun Olahsarana Sukses             821,449,625  
 Pratama Buana Sentosa 0  
  Pratama Bersama  0    
BUMI  Bumi Resources         56,943,628,000    
 Kaltim Prima Coal coal 56,943,628,000  
  Gailo Oil (Jersey) oil  Large sum    

BRMS Bumi Resource 
Minerals total        27,678,468,160    

 Citra Palu Minerals block 1-5 Au 15,656,320,120  
 Dairi Prima Mineral Pb, Zn 8,588,669,600  
  Gorontalo  Minerals Cu 3,433,478,440    

BSSR Baramulti 
Suksessarana total coal               24,320,000    

 Baramulti Suksessarana 0  
  Antang Gunung Meratus                24,320,000    
BYAN Byan Resources total coal         3,189,153,520    111       7,906.38  
 Perkasa Inakakerta 1,398,919,340 43       3,464.90  
 Tiwa Abadi               76,852,440 4           125.00  
 Tanur Jaya 1,713,381,740 64       4,316.48  
 Gunungbayan Pratama Coal  
 Orkida Makmur  
 Silau Kencana  
 Bara Sejati  
 Apira Utama  
 Cahaya Alam  
 Mahakam Bara Energi  
CTTH Citatah NO REPORTS stone     
  Pangkep marble - no report      

DKFT Central Omega 
Resources  Ni     

  Mulia Pacific Resources  0    

DSSA Dian Swastatika 
Sentosa total coal               22,074,664    

 Manggala Alam Lestari               19,780,664  
  Surya Kalimantan Sejati  2,294,000    
FIRE Alfa Energi Investama total coal 113,200,000 7           224.00  
 Alfara Delta Persada             113,200,000 7           224.00  
  Berkat Bara Jaya  0    
GEMS Golden Energy Mines total coal         1,880,780,634    160     11,838.62  
 Borneo Indobara 1,827,658,058 155     11,475.10  
 Barasentosa Lestari               53,122,576 5           363.52  
 Kuansing Int Makmur  
 Berkat Satria Abadi   
 Wahana Rimba Lestari  
  Trisula Kencana Sakti      
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HRUM  Harum Energy, 
Perseroan NO REPORTS coal     

 Mahakam Sumber Jaya  
 Layar Lintas Jaya  
 Santan Batubara  
 Karya Usaha Pertiwi  
 Bumi Karunia Pertiwi  
 Tambang Batubara Harum  
 Harum energy Australia Ltd  
 Harum Energy capital Ltd  
  Lotus Coalindo Marine      

KKGI Resource Alam 
Indonesia total coal               11,166,969    

  Resource Alam Indonesia                11,166,969    
INCO Vale Indonesia total Ni       87,314,444,000    
   Sorowako, Bahodopi, Pomalaa  87,314,444,000    
IFSH Isishdeco NO REPORTS Ni     
INDY Indika Energy total coal       29,653,759,854  146 ?     36,821.45 256
 Kideko Jaya Agung 25,927,821,455 146     36,149.65  
  Multi Tambangjaya Utama  3,725,938,399            671.80 256

ITMG Indo Tambangraya 
Megah total coal       16,705,586,626    488     34,953.00  

 Indominco Mandiri 8,999,378,564 312     21,375.00  
  Trubaindo Coal Mining  7,706,208,062 176     13,578.00  
MDKA Merdeka Copper Gold total      376,297,111,651 87     18,917.55 599
 Bumi suksesindo-tuju bukit Au     163,850,000,000 49     12,374.80  
 Batutua Kharisma Permai -wetar Au 5,730,000,000 19       2,783.30 599
  Puncak Emas Tani Sejahtera Au     583,014,223,302 19       3,759.45  
PSAB JResources total Au       57,109,444,000    134     22,712.80      13,518 
 Bolaang Mongondow 40,514,768,000 101     22,442.30 13229
 Sago Prima Pratama 3,615,430,000 33           270.50  
 Gorontalo Sejahtera Mining 8,198,988,000 289
 Specific Resources Sdn Bhd             336,588,000  
  Arafura Surya Alam  4,443,670,000    
PTBA Bukit Asam total coal 0    
  Bukit Asam  0    
SMMT Golden Eagle Energy total coal 0    
 Triaryani 0  
  Internasional Prima coal  0    
SMRU SMR Utama total  0    
  SMR Utama Mn 0    

SQMI Wilton Makmur 
Indonesia total Au 0    

 Cikadu(CKD),  
 Sekolah(SEK),  
 Cibatu(CBT), .  
 Pasir Mangga(PSM),  
 Cibak(CBK),  
  Cipancar(CPR)      
TINS Timah total Sn       80,468,430,393      22,697.90  
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 Offshore     15,752.00  
  Onshore          6,945.90  
TOBA Toba Bara Sejahtra total coal 136,611,243   15
 Trisensa Mineral Utama             136,611,243 15
 Indomining 0  
  Adimitra Baratama Nusantara  0    
ZINC Kapuas Prima Coal total Pb Zn       19,258,777,450    
    19,258,777,450    

IDX Company Mineral Resources  
& reserves Exploration Acknowledge  

risk

CODE Resources Reserves Date Code Data Geological Reserve

ADRO Adaro Energy Coal Good Good 2019 JORC2012

ANTM Aneka Tambang Ni,Al,Au, Good Good 2019 JORC/KCMI

ARII Atlas Resources coal Yes Yes 2018 JORC No 
exploration Yes

BOSS Borneo Olah Sarana Sukses coal Yes Yes 2018 JORC/KCMI

BRMS Bumi Resources Minerals Au, Zn,
Pb, Cu Yes Yes 2010 JORC2004 Yes Yes

BUMI Bumi resources coal Yes Yes 2019 Yes Yes

BYAN Bayan Resources coal Good Good 2018 JORC Drilling stats

CITA Cita Mineral Investindo Al Yes Yes 2019 JORC No 
exploration Yes Yes

CKRA Cakra Mineral Coal, Fe, Zr

CTTH Citatah marble

DKFT Central Omega Resources Ni.

DSSA Dian Swastika Sentosa coal Yes 2019 JORC

ENRG Energi Mega Persada CBM Yes Drill stats

FIRE Alfa Energi Investama coal Yes 2019

GEMS Golden Energy Mines coal Yes 2019 JORC

GTBO Garda Tuju Buana coal Yes

HRUM Harum Energy coal

IFSH Ifishdeco Ni Yes 2018 JORC

INCO Vale Ni Yes 2019 KCMI-CIM Drill grid  
& reserve

INDY Indika Energy coal, Au Yes 2018 JORC

ITMG Indo Tambang Megah coal Yes Yes Yes

KKGI Resource Alam Indonesia coal Yes

MBAP Mitrabara Adiperdana coal Yes 2019 Yes Yes

MDKA Merdeka Copper Gold Cu, Au Good Good 2019 Drill stat  
& grade

PSAB J Resources Au Good 2019 JORC Drill stat  
& grade

PTBA Bukit Asam coal Yes Yes

SMMT Golden Eagle Energy coal Yes Yes 2011-
19 JORC

TINS Timah Sn, coal Yes 2019

TOBA Toba Bara coal Yes 2018

2019 annual report
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IDX-Listed coal miners shares performance
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ATQ EXPECTS POSITIVE 
GROWTH AHEAD

S. SUMATRA 
COAL LOGISTICS 

ON THE MOVE
Adam Gundawa, CEO of PT Asiatrust Technovima Qualiti (ATQ)
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