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OPINION | Bill Sullivan

 Coal 
downstreaming – 

Inconsistencies and 
questionable policy 

choices
Coal downstreaming has 

become an important topic 
in the ongoing public 

dialogue about the future of 
the Indonesian coal mining 

industry and as low coal prices 
squeeze the profit margins of 

Indonesian coal producers.
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Coal downstream outlook
The government is encouraging the country’s coal miners to transform their coal 

business into downstream industry in a bid to help expand domestic demand for coal 
and generate greater added value from the commodity. 

Currently, most of the country’s annual coal production is being export with only 
about 20 percent used at home.

Minister of Energy and Mineral Resources, Arifin Tasrif has said that a number 
of technologies aimed to upgrade and process the country’s low rank coal reserves 
into products with greater added value are now economically feasible.

Mining Law No. 3/2020 requires coal miners holding the production operation 
IUP/IUPK licenses to carry out domestic “development and /or utilization of coal”, 
which is defined as increasing the quality of coal with or without changing the 
original physical or chemical nature of the coal. 

During a webinar on coal downstream outlook hosted by CoalAsia and 
Petromindo, Muhammad Wafid, Director of Mineral and Coal Development Program 
at the Directorate General of Mineral and Coal, said that total coal input requirement 
for coal downstream industry is estimated at 51.4 million tons by 2040.

One of the now-much awaited projects is coal-to-DME aiming to substitute the 
swelling LPG import and save foreign exchange reserves. The planned DME plant 
will be located in Tanjung Enim, South Sumatra Province, where PT Bukit Asam 
(PTBA) will supply approximately 6 million tons of coal per year. 

The US$2.1 billion project is a joint venture between state-owned enterprises PT 
Bukit Asam Tbk (PTBA) and PT Pertamina (Persero) with US-based Air Products 
and Chemicals, Inc.  Construction of the coal-to-DME project will commence in 
second quarter of 2021 and is estimated to start operations in second quarter of 2024. 

A study by the Institute for Energy Economics and Financial Analysis (IEEFA), 
however, stated that the proposed project does not make economic sense. The IEEFA 
in its recently released study estimated a potential loss of US$377 million per year 
once the proposed project is realized.

IEEFA’s estimate indicate that the total per ton cost of the proposed Indonesian 
DME plant would be US$470/ton. This would value the energy in DME at nearly 
twice what consumers now pay for LPG. 

Besides the planned coal-to-DME project, other domestic coal gasification 
projects on the pipeline are coal-to-methanol by PT Kaltim Prima Coal (KPC) 
and coal-to-syngas by PT Arutmin Indonesia. These coal gasification projects are 
expected to operate commercially in 2024.

CoalAsia runs the prospect of coal downstream projects as the main story.
We also publish analysis and opinion articles by noted experts in mining industry 

to enrich knowledge of the country’s mining industry.

Happy reading

Adianto P. Simamora
Editor in Chief
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3. Copyright in this article belongs to Bill Sullivan and Petromindo.
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Introduction
Coal downstreaming has become 

an important topic in the ongoing 
public dialogue about the future of the 
Indonesian coal mining industry and 
as low coal prices squeeze the profit 
margins of Indonesian coal producers.

The Government is offering very 
significant benefits and incentives 
for coal producers that engage in 
downstreaming. 

The term “coal downstreaming”, 
however, is somewhat ambiguous and 
misleading as it is open to different 
interpretations. There are material 
inconsistencies in the New Mining Law 
and the Omnibus Law which create 
uncertainty as to just what qualifies as 
“coal downstreaming”. It is also highly 
questionable whether or not all the 
permitted types of coal downstreaming 
should really attract the benefits and 
incentives currently being offered by the 
Government.

In this article, the writer will review 
what is meant by “coal downstreaming” 
in the New Mining Law and the 
Omnibus Law before turning to the issue 
of whether or not it makes sense for all 
permitted types of coal downstreaming 
to receive the various  benefits and 

incentives being offered by the 
Government.

background
The business prospects for 

traditional coal mining in Indonesia do 
not look very encouraging at this point 
in time. 

Indonesia’s coal producers are being 
confronted by a combination of weak 
international demand for coal and low 
coal prices. As Indonesia is one of the 
world’s largest producers of coal for 
export, this is a worrying combination. 

According to the Indonesian Coal 
Mining Association (“APBI”), Indonesia 
will export 395 million tons of coal in 
2020 down from 455 million tons of 
coal in 2019 or a drop of 13.2% year 
on year. Although the Ministry of 
Energy & Mineral Resources (“ESDM”) 
is projecting a modest 3.6% growth 
in 2021 coal exports to 430 million 
tons, this will still be 8.9% below the 
2019 export figure. Further, ESDM is 
expecting coal exports to stagnate at 441 
million tons per year during the period 
from 2021 until at least 2024.

The problem that the decline in 
Indonesia’s coal exports creates for local 
coal producers is being exacerbated by 

low international coal prices. Although 
the Newcastle benchmark thermal 
coal price has shown some recent 
improvement, it has had considerable 
difficulty holding above US$60 per ton 
for an extended period. This is to be 
compared with an average 2019 coal 
price of US$77.89 per ton. Coal prices 
are not expected to improve significantly 
in 2021, with Bank Mandiri projecting an 
average coal price of US$59.2 for 2021. 
The coal price outlook for the period 
from 2021 to 2024 also remains subdued, 
with various forecasters surveyed by 
Bloomberg projecting coal prices of as 
low as US$53 per ton in 2024.

The fall-off in demand for Indonesian 
coal exports is the result of (i) reduced 
industrial activity and weak economic 
conditions generally as a result of 
the Covid-19 pandemic and (ii) the 
so-called “energy transition” from 
overwhelming reliance upon fossil 
fuels including, most particularly, coal 
to environmentally friendly renewable 
energy for electricity generation. While 
the Covid-19 induced reduction in 
industrial activity is presumably only 
a temporary phenomenon, the energy 
transition is expected to be a permanent 
phenomenon which is only likely to grow 

OPINION
By Bill Sullivan
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in importance with the passage of time. 
As such, it is probably not realistic to 
expect that export demand for Indonesian 
coal will ever return to its “glory days” of 
2006 to 2016 when, according to an April 
2019 study by the Institute for Essential 
Services Reform (“IESR”), Indonesian 
coal exports increased by more than 
250% over 10 years.  

Weak international demand for 
Indonesian coal would be much less of a 
problem for local producers if domestic 
demand for Indonesian coal was growing 
strongly. This, however, is not the case. 
As APBI has recently pointed out, not 
more than 25% of Indonesian coal 
production is absorbed domestically and 
this absorption level has been more or 
less unchanged for some years. With 75% 
of Indonesian coal production exported, it 
is impossible for local coal producers to 
avoid the fallout from weak international 
coal demand as exacerbated by low world 
prices for coal. 

The poor business outlook for 
traditional coal mining in Indonesia 
is not only a problem for local coal 

producers. It is a major problem for the 
Government as well. Coal is Indonesia’s 
most important mineral export and the 
Government relies heavily on revenue 
from the coal industry. The percentage 
contribution that the coal industry makes 
to Government revenue varies from year 
to year and is a matter of some debate. 
However, according to IESR, in recent 
years coal production royalties may, on 
average, have been as much as 80% of 
the Government’s total non-tax and non-
oil & gas state revenue. 

The traditional coal mining industry 
is also a major contributor to the local 
economies of East Kalimantan, South 
Kalimantan and South Sumatera. During 
the recent 4 November 2020 launch of 
the Study Series Report on the Indonesian 
Energy Transition Road Map, it was 
suggested that as much as 70 percent of 
the economic activity in some regencies 
of East Kalimantan in particular is based 
on traditional coal mining, with more 
than 100,000 jobs at risk if the traditional 
coal mining industry cannot find ways to 
profitably evolve.

The myriad problems, which a 
declining traditional coal mining 
industry create for the Government 
as well as for various Provincial and 
Regional Governments, undoubtedly 
explain (at least in part) the growing 
concern, at the highest levels of the 
Government, about the slow growth in 
domestic absorption of Indonesia’s coal 
production. During a limited cabinet 
meeting, on 23 October 2020, the 
President was reported as having said in 
exasperated terms:

“I want solutions to solve the 
slowness in the development of this coal 
derivative industry. Because we have 
been exporting raw coal for a long time, 
I think it must be ended.”

Although it seems quite fanciful 
to imagine that domestic absorption 
of Indonesia’s coal production can 
ever fully replace coal exports, the 
President’s evident exasperation 
at the slow pace of domestic coal 
absorption is supported by Presidential 
Regulation No. 22 of 2017 re National 
Energy General Plan (“PR 22/2017”). 
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PR 22/2017 contemplates that coal 
exports should be gradually fazed out 
before stopping altogether by not later 
than 2046. PR 22/2017 is, however, 
predicated on the assumption that 
domestic absorption of coal will reach 
more than 400 million tons in 2046. 
This level of domestic coal absorption 
is only achievable if there is a massive 
expansion of what is increasingly 
referred to as “coal downstreaming”. 
Very diplomatically, the Executive 
Director of APBI was quoted in the 
30 October on-line edition of Kontan 
as having said in response to the 
President’s comments: 

“We leave it to the government 
regarding the policy whether coal will 
be used entirely domestically or can still 
be exported.”

Analysis and discussion 
1. Preliminary Remarks

“Coal downstreaming” is not a term 
that appears anywhere in either Law No. 
3 of 2020 re Amendments to the 2009 
Minerals and Coal  Mining Law (“2009 
Mining Law”) (“New Mining Law”) 
or Law No. 11 of 2020 re Job Creation 
(“Omnibus Law”).

The common usage of the term “coal 
downstreaming” is both ambiguous 
and potentially misleading because 
“downstreaming” is a concept that 
actually applies to metal minerals rather 
than to coal in the sense of downstream 
“processing and refining” of metal 
ore in order to produce metal mineral 
products with a much higher metal 
content than the original unprocessed 
and unrefined ore. Downstream 
“processing and refining” of metal ore 
is synonymous with so-called local 
“value added activity” intended to 
produce metal products that can be sold 
for much higher prices than the original 

unprocessed and unrefined metal ore.

Casual observers might 
very logically expect that “coal 
downstreaming” must also necessarily 
mean processing coal to produce higher 
value derivative products. However, 
neither the New Mining Law nor the 
Omnibus Law requires holders of 
mining business licenses (“IUPs”)/
special mining business licenses 
(“IUPKs”) for coal (“Coal IUPs/
IUPKs”) or holders of IUPKs resulting 
from the conversion of Coal Contracts 
of Work (“CCoWs”) (“Continuation 
Coal IUPKs”) to carry out local “value 
added activity”. At the same time, both 
the New Mining Law and the Omnibus 
Law offer very significant benefits 
and incentives to holders of Coal 
IUPs/IUPKs and Continuation Coal 
IUPKs which carry out “Development 
and/or Utilization of Coal” (“Coal 
Development/Utilization”).

Coal Development/Utilization, in 
fact, includes activities that are very 
different from local “value added 
activity” or downstream “processing and 
refining” as these expressions are used 

in the case of metal ore.

2.  Coal Development/Utilization
2.1 Whose Responsibility is Coal 

Development/Utilization?: The 
New Mining Law represents a 
very interesting departure from 
the 2009 Mining Law in terms of 
responsibility for Coal Development/
Utilization.

Article 102 of the 2009 Mining Law 
required all Coal IUP/IUPK holders to:

“enhance the added value 
of minerals and/or coal in the 
implementation of mining, processing 
and smelting as well as utilization of 
minerals and coal.” 

In other words, prior to the New 
Mining Law it was compulsory/
mandatory for Coal IUP/IUPK holders 
to carry out both “added value activity” 
in respect of their coal production and 
utilization of their coal production. That 
said, the Ministry of Energy & Mineral 
Resources (“ESDM”) effectively gave 
Coal IUP/IUPK holders a “free pass” 
on compliance with their coal added 
value activity and utilization obligations   
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while insisting that holders of IUPs/
IUPKs for metal minerals complied with 
their corresponding added value and 
utilization obligations in respect of their 
metal ore production (i.e., “downstream 
processing and refining”).

The New Mining Law, however, 
treats holders of Coal IUPs/IUPKs and 
holders of Continuation Coal IUPKs 
very differently. Article 102(2) of 
the New Mining Law provides that 
holders of Coal IUPs/IUPKs “may” 
(i.e., it is discretionary/optional) carry 
out Coal Development/Utilization 
once they reach production operation. 
Article 169A(4) of the New Mining 
Law, though, provides that holders of 
Continuation Coal IUPKs “must” (i.e., it 
is compulsory/obligatory) carry out Coal 
Development/ Utilization. 

It should be pointed out in passing 
that holders of Coal IUPs/IUPKs are 
also treated much better than are holders 
of metal mineral/mon-metal mineral/
rock IUPs/IUPKs under the New Mining 
Law. Article 102(1) of the New Mining 
Law makes all too clear that holders 
of metal mineral/non-metal mineral/
rock IUPs/IUPKs “must” carry out 
processing and refining in the case of 
metal minerals and processing in the 
case of non-metal minerals and rocks 
once they reach production operation.

The simple reader might reasonably 
assume that compulsory/obligatory Coal 
Development/Utilization represents 
an onerous additional obligation that 
is imposed on holders of Continuation 
Coal IUPKs only and as part of the 
“price” for former CCoW holders 
being allowed to receive Continuation 
Coal IUPKs upon the expiry of their 
CCoWs. As will become clear in 2.2 
below, however, it is not the case at 
all that Coal Development/Utilization 
is necessarily going to be an onerous 

additional obligation for holders of 
Continuation Coal IUPKs. It all depends 
upon what is actually meant by the term 
“Coal Development/Utilization” as this 
term is used in the New Mining Law and 
the Omnibus Law. 

2.2 What is Coal Development/
Utilization?: Coal Development/
Utilization is defined in Article 
1.20b of the New Mining Law as 
being:

“efforts to improve the quality of 
coal with our without changing its initial  
physical properties”

The emphasis in the above definition 
on “improving the quality of coal” 
might suggest that Coal Development/
Utilization must involve local “value 
added activity” to produce a coal 
product that will command a higher 
price than coal that has simply be mined 
and delivered to stockpile.

Elsewhere in the New Mining 
Law, however, it is made clear that 
Coal Development/Utilization is not 
necessarily confined to just activities 
or efforts that improve the quality of 
coal. More particularly, the Elucidation 
to Article 102(2) of the New Mining 
Law provides that Coal Development/
Utilization may include:
a. in respect of “Coal Development”:
 (i)  coal upgrading;
 (ii)  coal briquetting;
 (iii)  coke making;
 (iv)  coal liquefaction;
 (v)  coal gasification including  

 underground coal gasification; 
 (vi)  coal slurry or coal water   

 mixture; and

b. in respect of “Coal Utilization”, 
construction of mine mouth power 
plants.

Although not beyond doubt, the 
better view would seem to be that 
Article 102(2) of the New Mining Law 
probably allows  holders of Continuation 
Coal IUPKs to choose whether to carry 
out (i) Coal Development only, (ii) 
Coal Utilization only or (iii) both Coal 
Development and Coal Utilization.

Coal Development (as explained 
above) seems to be generally consistent 
with the definition of Coal Development/
Utilization in the New Mining Law and 
its apparent focus on improving the 
quality of coal or at least producing a 
higher value coal product than coal that is 
simply mined and delivered to stockpile. 
However, it is very hard to see how Coal 
Utilization (as explained above) is in any 
way consistent with definition of Coal 
Development/Utilization in the New 
Mining Law and its apparent focus on 
improving the quality of coal or at least 
producing a higher value coal product 
than coal that is simply mined and 
delivered to stockpile. More particularly, 
Coal Utilization apparently involves 
nothing more than constructing a mine 
mouth power plant intended to utilize as 
its energy source coal that has simply be 
mined and delivered to stockpile by or 
on behalf of the sponsor of the relevant 
mine mouth power plant. In other words, 
Coal Utilization does not involve either 
(i) any improvement in the “quality of 
coal” used as the energy source for the 
relevant mine mouth power plant or (ii) 
producing a higher value coal product 
than coal that is simply mined and 
delivered to stockpile. As it is explained 
in the Elucidation to Article 102(2) of 
the New Mining Law, Coal Utilization is 
a very surprising and, indeed, worrying 
departure from what seems to be actually 
contemplated by the definition of Coal 
Development/Utilization in the New 
Mining Law.
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Does it really matter that Coal 
Development/Utilization is not 
necessarily confined to local value 
added activity intended to “increase 
the quality of coal” or at least result in 
a higher value coal product than coal 
that is simply mined and delivered to 
stockpile? As will become apparent in 
3 below, “yes” it matters very much 
because there are important benefits and 
incentives being offered to companies 
carrying out Coal Development/
Utilization and even, so it would seem, 
if it is only Coal Utilization that will 
neither increase the quality of coal nor 
result in a higher value coal product than 
coal that is simply mined and delivered 
to stockpile.

3. Significance of Coal Development/ 
Utilization

3.1 Extension of CCoWs: As highlighted 
in 2.1 above, CCoW holders are 
entitled to Continuation Coal IUPKs 
if they are willing to assume the 
obligation of Coal Development/
Utilization in addition to other 
obligations including “increasing 
state revenue” (Article 169A(1) and 
(2) of the New Mining Law).
Obtaining a Continuation Coal 

IUPK is hugely advantageous to CCoW 
holders as it ensures continued operating 
rights of up to 20 years and without 
any obligation to undergo a tender in 
circumstances where they otherwise had 
no clear right to an extension of their 
CCoWs. With many CCoW holders 
facing the imminent expiry of their 
CCoWs and the resulting shutdown of 
their coal mining operations, obtaining 
a Continuation Coal IUPK is not merely 
something that is desirable for CCoW 
holders but, rather, it is something that 
is essential to their very survival. In this 
regard, CCoW holders have, in recent 

years and with their CCoWs coming to 
an end, found it increasingly difficult to 
attract new equity investment and obtain 
bank financing. The legal certainty 
of continuing operating rights, which 
comes with obtaining Continuation Coal 
IUPKs, means that these investment and 
financing difficulties should be much 
alleviated. 

Assuming that Coal Development 
and Coal Utilization are indeed 
individual alternatives, that do not 
both have to be carried out unless the 
relevant Continuation Coal IUPK holder 
so wants, undertaking Coal Utilization 
alone would seem to be a very easy way 
indeed for holders of Continuation Coal 
IUPKs to satisfy the Coal Development/
Utilization obligation attaching to their 
Continuation Coal IUPKs.   

3.2 Life of Mine Right: Holders of 
Coal IUPs/IUPKs/Continuation 
Coal IUPKs, at the production 
operation stage and which carry 
out “integrated” coal getting and 
Coal Development/Utilization are 
entitled to (i) initial license terms of 
30 years rather than 20 years and (ii) 
further 10 year extensions of their 
license terms “as per the relevant 
laws and regulations” (Article 47(g) 
and Article 83(h) of the New Mining 
Law). 

Although not expressly stated in 
the New Mining Law, it is the writer’s 
present understanding that holders of 
Coal IUPs/IUPKs as well as holders 
of Continuation Coal IUPKs, at the 
production operation stage and which 
carry out “integrated” operations, will 
be able to keep extending their Coal 
IUPs/IUPKs/Continuation Coal IUPKs 
until the end of the commercial life 
of the relevant coal concession area/

mine. The same “life of mine” operating 
right is being offered to holders of 
metal mineral IUPs/IUPKs which carry 
out integrated operations of metal ore 
mining and downstream processing and 
refining of metal ore into value added 
metal products.

The term “integrated” is undefined 
in the New Mining Law. However, the 
writer’s present understanding is that 
“integrated” means that a legal entity, 
which is the holder of a Coal IUP/IUPK/
Continuation Coal IUPK must carry 
out both the coal getting and the Coal 
Development/Utilization of Coal. 

Again assuming that Coal 
Development and Coal Utilization are 
indeed individual alternatives, that do 
not both have to be carried out unless 
the relevant Coal IUP/IUPK holder 
or Continuation Coal IUPK holder so 
wants, undertaking Coal Utilization 
alone and putting the resulting mine 
mouth power plant in the same company 
that carries out the coal getting (i.e., 
integration) would seem to be a very 
easy way indeed for both holders 
of Coal IUP/IUPKs and holders of 
Continuation Coal IUPKs to qualify for 
“life of mine” operating rights.

3.3 Reduced Production Royalty: Article 
39.1 of the Omnibus Law amends 
the New Mining Law to include a 
new Article 128A as follows:

“Business actors carrying out value 
added activities in respect of Coal (as 
mentioned in Article 102(2) of the New 
Mining Law) may be granted special 
treatment in connection with their state 
revenue payment obligations [i.e., 
Production Royalties].”

The reference in new Article 128A 
to “value added activities in respect of 
Coal (as mentioned in Article 102(2) of 



COAL ASIA NOVEMBER 29 - DECEMBER 29, 2020 15

the New Mining Law)” is ambiguous. Is 
it only Coal Development (as mentioned 
in Article 102(2) of the New Mining 
Law and which does clearly amount 
to “value added activity”) that may be 
granted “special treatment” in respect 
of Production Royalties? Alternatively, 
is it Coal Utilization as well as Coal 
Development (as also mentioned in 
Article 102(2) of the New Mining Law 
but which does not really involve any 
“value added activity”) that may be 
granted “special treatment” in respect of 
Production Royalties?

Just what is the “special treatment” 
contemplated by Article 128A of the 
New Mining Law is made clear in a 
recently circulated draft of Government 
Regulation re Implementation of Law on 
Job Creation in the Energy and Mineral 
Resources Sector (“Draft GR EMRS”) 
which provides, in Article 1(1) and by 
way of elaboration of Article 128A of 
the New Mining Law, that:
1. Holders of Coal IUPs/IUPKs/

Coal Continuation IUPKs at the 
production operation stage which 
carry out Coal Development/
Utilization may be subject to a 

[reduced] Production Royalty of up 
to 0%.”

 Article 1 of Draft GR EMRS goes on 
to provide that:

2. The [reduced] Production Royalty 
of up to 0%.... shall be imposed in 
respect of the amount/tonnage of 
Coal used in connection with Coal 
Development/ Utilization activities.

3. Further provisions re the amount, 
requirements and procedures for the 
imposition of a [reduced] Production 
Royalty of up to 0%.... shall be set 
out in a ministerial regulation.

4. Minister of Finance approval 
is required for the amount, 
requirements and procedures for the 
imposition of a [reduced] Production 
Royalty of up to 0%....”

Self-evidently, it is a huge benefit 
for holders of Coal Continuation IUPKs 
to have their Production Royalty rate 
reduced from the present level of 13.5% 
to 0% in respect of coal produced by 
them and used as the energy source 
for a mine mouth power plant that 

they construct if this constitutes Coal 
Development/Utilization for the 
purposes of the New Mining Law. 

We will have to wait for (i) Draft 
GR EMRS to be finalized and (ii) the 
ministerial regulation, referred to in 
Article 1(3) of Draft GR EMRS, to 
be issued in order to know for sure 
whether or not the Government intends 
that Coal Utilization, as well as Coal 
Development, qualifies for a reduced 
Production Royalty of 0%. 

4. Questionable Policy Choices
4.1 Preliminary Remarks: Indonesia has, 

supposedly, taken the decision to 
move away from simply producing 
and selling low value unprocessed 
metal ore and coal in favour of 
concentrating on the production 
and sale of value added mineral and 
coal products that command much 
higher prices and will help ensure 
Indonesia and its people receive 
materially more benefit from the 
local mining industry than they do at 
present. Coal Development may be 
consistent with the stated focus on 
producing value added coal products 
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that command higher market prices. 
Coal Utilization (in the form of the 
construction of mine mouth power 
plants) does not, though, seem to 
be in any way consistent with a 
focus on producing value added 
coal products that command higher 
market prices. 

It must also be questioned whether, 
given the likely permanent nature of 
the energy transition phenomenon, 
Indonesia should be encouraging the 
development of more mine mouth power 
plants utilizing coal at all. Yet, this 
is the seemingly logical consequence 
of allowing holders of Continuation 
Coal IUPKs to only carry out Coal 
Utilization in order to satisfy their Coal 
Development/Utilization obligations.

There is not necessarily anything 
wrong with Coal Utilization as 
such other than, of course, from an 
environmental impact perspective. 
However, it does not seem that Coal 
Utilization by itself should be sufficient 
to entitle coal producers to favorable 
treatment from the Government whether 
in the form of Continuation Coal 
IUPKs for former CCoW holders or 
“life of mine” operating rights and 0% 
Production Royalties for holders of both 
Coal IUPs/IUPKs and Continuation 
Coal IUPKs. 

4.2 CCoW Extensions: Indonesia’s 
continuing dependency on the coal 
industry is probably unavoidable 
in the near to medium term at least 
and even if this is definitely not 
desirable from an environmental 
impact perspective. Accordingly, 
ensuring legal certainty of future 
operating rights for CCoW holders 
may be an entirely reasonable policy 
objective. It is, in any case, certainly 

a much better outcome than allowing 
state-owned enterprises to take over 
most of the former contract areas 
of CCoW holders once they receive 
Continuation Coal IUPKs.

Given how valuable Continuation 
Coal IUPKs are to CCoW holders, 
though, it might reasonably have 
been thought that the associated Coal 
Development/Utilization obligation 
would not have been capable of being 
satisfied through Coal Utilization alone. 
Is constructing a mine mouth power 
plant, that uses as its energy source the 
coal produced from the Continuation 
Coal IUPK holder’s mining operations, 
properly to be regarded as an appropriate 
“price”, even in part, for a Continuation 
Coal IUPK?

The writer readily acknowledges 
that holders of Continuation Coal IUPKs 
are also subject to onerous tax and other 
burdens intended to “increase state 
revenue” that form a critically important 
part of the “price” CCoW holders have to 
pay for their Continuation Coal IUPKs. 
The writer’s concern is more that while 
the compulsory Coal Development/ 
Utilization obligation looks potentially 
onerous and something that seems to 
materially distinguishes holders of 
Continuation Coal IUPKs from holders of 
Coal IUPs/IUPKs, it is in fact not onerous 
at all if it can be so easily satisfied by 
undertaking Coal Utilization alone rather 
than either Coal Development alone 
or both Coal Development and Coal 
Utilization. This may be viewed as being 
part of the carefully crafted “window 
dressing” that has been included in the 
New Mining Law so that it looks as 
though the Government has extracted a 
much higher “price” from CCoW holders 
in return for Continuation Coal IUPKs 
than is really the case. 

3.4 Life of Mine Operating Rights: 
Giving “life of mine” operating 
rights to non-PMA Company Coal 
IUP/IUPK holders and holders of 
Continuation Coal IUPKs which 
carry out integrated coal getting 
and Coal Development/Utilization 
also does not seem to be justified 
in the case of those Coal IUP/
IUPK holders and holders of Coal 
Continuation IUPKs which are 
not foreign investment companies 
(“PMA Companies”) but only carry 
out Coal Utilization. What real 
additional value is Indonesia getting, 
in return for “life of mine” operating 
rights, from integrated coal getting 
and Coal Utilization only by non-
PMA Companies?

It must be remembered that most 
(but not all) of the CCoW holders 
and future Continuation Coal IUPK 
holders are wholly Indonesian owned 
companies, not PMA Companies. 
Accordingly, it is not necessarily the 
case that the “quid pro quo” for life of 
mine operating rights, at least in the 
case of Continuation Coal IUPK holders 
carrying on integrated operations, will 
be extension of the 51% divestiture 
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obligation to their Coal Development/
Utilization Activities in addition to their 
coal getting activities. The extension of 
the 51% divestiture obligation is only 
relevant in the case of PMA Companies 
(or deemed PMA Companies) carrying 
on integrated coal getting and Coal 
Development/Utilization activities. 

4.4 Reduced Production Royalties: 
The Government is understandably 
concerned about the poor outlook for 
traditional coal mining in Indonesia 
and the very serious economic 
implications of this for both the 
Government and those Provinces 
most dependent upon coal mining.

With no real prospect of a material 
improvement in coal exports, it is also 
understandable that the Government 
wants to ensure much greater domestic 
absorption of Indonesia’s coal 
production than is currently the case. To 
this end, it may well be sensible (other 
than from an environmental protection 
perspective of course) to provide 
incentives to holders of Coal IUPs/
IUPKs and holders of Continuation 
Coal IUPKs which facilitate greater 
domestic coal absorption. Is, however, 

constructing a mine mouth power 
plant really sufficient to justify a 0% 
Production Royalty in respect of the 
coal used as the energy source for that 
mine mouth power plant? This seems 
particularly problematic in the case of 
holders of Continuation Coal IUPKs 
which would otherwise pay a 13.5% 
Production Royalty. 

Summary and conclusions
Despite the widespread usage of 

the term “coal downstreaming”, this is 
not what the New Mining Law and the 
Omnibus Law encourages and, in some 
cases, requires. Rather, the New Mining 
Law and the Omnibus Law, in fact, seek 
to encourage and in some cases require 
Coal Development/Utilization.

Value added activity is not 
necessarily part of Coal Development/
Utilization as envisaged by the New 
Mining Law and the Omnibus Law. 

Coal Utilization, involving the 
construction of mine mouth power plants, 
would seem to be a very doubtful “value 
added activity”, especially in a time of 
growing environmental concern about the 
use of fossil fuel for electricity generation 
and given the reality of energy transition 
which is, apparently, here to stay.

While Indonesia’s dependence 
upon the coal industry is not likely to 
change any time soon, the Government 
needs to make sure that the benefits and 
incentives it offers to the coal industry, 
in order to ensure its continuity and 
prosperity, are justified with respect to 
what Indonesia and its people receive in 
return for those benefits and incentives. 
The Government also needs to ensure 
that these benefits and incentives do not 
encourage Indonesian coal producers to 
ignore the energy transition phenomenon 
and continue to build mine mouth power 
plants when the rest of the world is 
moving towards electricity generated 
from renewable energy.

The New Mining Law and the 
Omnibus Law reflect some very 
questionable policy choices when it 
comes to the apparent acceptance of 
Coal Utilization alone as being sufficient 
to constitute Coal Development/
Utilization and thereby qualify 
parties carrying out the same for very 
significant benefits and incentives. 
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ACE: 40 GW of coal plants 
will be replaced by solar 
power by 2025

The ASEAN Centre of Energy (ACE) 
estimated that 40 GW capacity of 
coal-fired power plants (CCPP) in the 
Southeast Asia region will be replaced by 
renewable energy, particularly solar power 
generation.

Beni Suryadi, Manager of Power, 
Fossil, Alternative Energy and Storage, 
said at the Coaltrans Asia virtual event that 
countries in the region are accelerating 
the development of renewable energy and 
increasing the portion of renewables in the 
energy mix.

“Our study estimates that 40 GW 
of coal-fired power plants in the region 
is considered to be replaced by solar 
power by 2025,” Beni said. However, he 
emphasized that the initiatives will require 
solid financial supports and government’s 
incentives.

Yet Beni said that coal remains more 
economically attractive source of energy 
in the region and countries utilize it as the 

base load power generation.
Tawachai Sumranwanich, Generation 

and Transmission System Planning 
Division of EGAT, confirmed that 
Thailand is increasing its renewable-based 
power generation capacity and is planning 
to ramp up to 30 percent of total energy 
mix over the next 20 years.

“During the transition period, we 
still need base load power capacity from 
conventional power generation – coal and 
natural gas,” he said.

Trans Power seeks to 
renew contract with Jorong 
Barutama

IDX-listed coal logistics provider PT 
Trans Power Marine Tbk is seeking to 
renew a coal transport contract with coal 
miner PT Jorong Barutama Greston as 
the current contract is set to expire in 
December of this year.

Trans Power Director Rudy Sutiono 
said that pending the completion of the 
new contract, the company will continue 
to transport coal for the coal miner next 

year based on temporary agreement.
 “For next year, we will keep 

transporting by using temporary agreement 
because finalizing documentary (of the 
new contract) may take time,” Rudy 
Sutiono, Director and Corporate Secretary 
of Trans Power said to Petromindo.com.

Transport Power holds a one-year 
contract expiring in December 2020 with 
Jorong Barutama for the transport of 
approximately 700,000 tons from Satui in 
South Kalimantan to a coal-fired power 
plant in Cilacap, Central Java, he said.

Rudy added that Jorong Barutama 
Greston, a subsidiary of IDX-listed 
coal mining firm PT Indo Tambangraya 
Megah Tbk, is one of the company’s loyal 
customers and has been a client for more 
than 5 years.

In 2019, inter-island transport 
contributed 45 percent to Trans Power’s 
total revenue.

The company operates 50 sets of 
tug-and-barge, which are fully utilized. 
“We need to be flexible to ensure the fully 
utilized assets,” he said. 

COALNEWS
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NBC on track to meet 2020 
production target

East Kalimantan coal miner PT. 
Nusantara Berau Coal (NBC) is optimistic 
to meet this year’s production target of 
1.8 million tonnes. Ithaca Resources 
Director and Corporate Secretary Liberty 
Simanjuntak told Petromindo.Com that 
as per end of October, the company’s 
subsidiary has produced 80 percent of the 
targeted annual production volume, or 
around 1.4 million tonnes.

NBC sells its coal production mostly 
to China and India. NBC produces coal 
from its mine located in Berau regency.

Adaro reports solid 
performance of power plants, 
eye renewables

IDX-listed integrated coal mining 
firm PT Adaro Energy Tbk reported 
that its power plants achieved solid 

performance in the nine months period 
ending September 2020 (9M20), as the 
company looks for new opportunities to 
diversify into renewables.

The company said in a statement that 
power plant operating unit PT Makmur 
Sejahtera Wisesa (MSW) reached actual 
availability factor of 94.1 percent in 9M20, 
compared to the target of 88.1 percent.

Meanwhile, PT Tanjung Power 
Indonesia (TPI) continued on its promising 
trajectory, having reached actual 
availability factor of 98.6 percent in 9M20, 
against target of 82.8 percent.

At the end of September 2020, 
construction progress of PT Bhimasena 
Power Indonesia’s 2 x 1000 MW power 
plant in Batang, Central Java Province, 
has reached 94.3 percent.  Adaro said in 
August that the commercial operation date 
(COD) schedule of the project has been 
delayed, due to the Covid-19 pandemic.  

The government initially expected the first 
unit to start operations in June of this year, 
and the second unit in November.

“Adaro Power continues to study 
renewable power projects such as biomass, 
wind power, and solar PV to diversify its 
energy mix and to support PLN through 
unsolicited proposal and tenders,” Adaro 
said, referring to its power subsidiary.

Adaro Power is also developing captive 
use power generation projects for the 
Group’s other business units. At the moment, 
Adaro Power is finalizing EPC contract for 
capacity expansion of its Solar PV in Kelanis 
Dedicated Coal Terminal, which it plans to 
increase from 130 kWp to 597 kWp.

To optimize MSW’s captive power 
potential, Adaro Power is working to 
electrify pumps used by AI’s contractors. 
This activity has now entered into the 
fifth batch with a target to electrify 105 
pumps. 
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Adaro concludes coal to 
methanol project feasible

IDX-listed coal miner PT Adaro 
Energy Tbk said coal to methanol project 
is seen feasible to be realized as the 
company is finalizing a feasibility study 
over its plan to enter coal downstream 
business.

Adaro Energy Head of Corporate 
Communication, Febriati Nadira was 
quoted by news portal kontan.co.id as 
saying that the company considered coal 
to methanol project as feasible to be 
implemented but it is still considering a 
number of aspects especially market aspect.

“In terms of technology, Adaro has 
conducted various studies and concludes 
that methanol production based on (coal) 
gasification is suitable to be developed,” 
she told the new portal.

She could not disclose further details 
including investment size and potential 
partnership with other firms as the 
feasibility study is still being finalized.

Adaro Energy President Director Erick 
Thohir said in October that the company is 
looking into possibility of diversifying into 
downstream business.

“The technology has been proven.  
Whether it’s coal to methanol, coal to 
DME or coal to gas, we’ll decide later 
which is suitable with our business model, 
and which can synergize with Adaro,” 
he said at a virtual media gathering held 
October 20 in relation to the company’s 
28th anniversary. 

Garibaldi said that Adaro has started 
conducting study and talks with a number 
of parties which have the required 
technology for coal downstream business. 

He claimed that Adaro has a number 
of advantages to develop coal downstream 
business including huge coal reserves, 
infrastructure facility, and sufficient 
number of work force.

According to the recently introduced 
Job Creation Low, coal miners engaged in 

coal downstream business will be exempted 
from coal royalty obligation.  Coal miners 
holding PKP2B operating permit such 
as PT Adaro Indonesia currently pays a 
royalty of 13.5 percent of sales.

Dwi Guna turns to profit on 
cost efficiency

IDX-listed coal miner PT Dwi Guna 
Laksana Tbk managed to swing to profit in 
the nine-month period ending September 
of this year, despite falling revenue, thanks 
to lower costs.

The company reported that in January-
September 2020, it booked a net profit of Rp 
66.34 billion compared to a net loss of Rp 
32.13 billion in the corresponding period of 
last year. Dwi Guna said that net revenue in 
the nine-month 2020 fell by 10.47 percent to 
Rp 1.23 trillion, year-on-year. 

President Director Herman Fasikhin 
was quoted by news portal kontan.co.id 
as saying that the lower revenue was 
caused by two main factors, namely a 4 
percent decline in in coal sales volume, 
and the absence of marketing fee revenue 
contribution from its subsidiary PT Sinergi 

Laksana Bara Mas.
Herman said that that in the nine-month 

period of this year, coal sales volume 
reached 1.8 million tons, most of which 
sold to state electricity firm PT PLN.   The 
company aims to sell another 600,000 tons 
in the last quarter of this year.

Coal sales accounted for Rp 1.22 
trillion or 99.8 percent of Dwi Guna’s total 
revenue, with the remaining contributed by 
port services revenue of Rp 2.5 billion.

“Due to significant cost efficiency … 
Dwi Guna managed to book a net profit 
of Rp 66 billion compared to a net loss of 
Rp 32 billion in the same period of 2019,” 
Herman said.

Cost of revenue in the nine months 
period of 2020 decline 17.4 percent to 
Rp 10.7 trillion, year-on-year. Cost of 
operation decreased by up to 96 percent to 
only Rp 513 million.  Administration and 
general expenses down 35.67 percent to 
Rp 43.03 billion.

Dwi Guna operates a 412.8 hectares 
of coal concession located in Batu Ampar 
District, Tanah Laut Regency, South 
Kalimantan Province. 
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Govt plans clean coal 
technology center

The government of Indonesia plans to 
set up Clean Coal Technology, Centre of 
Excellence (CCT COE) to help facilitate 
the drive among ASEAN member 
countries toward affordable cleaner energy 
and technology.

Speaking at the 38th ASEAN 
Ministers on Energy Meeting held 
virtually on Thursday and Friday, 
Indonesian Minister of Energy and 
Mineral Resources Arifin Tasrif said that 
the CCT COE will be located at Palimanan 
Coal Technology Center in West Java.

Arifin said in a statement the 
importance for energy transition in the 
Association of Southeast Asian Nations, 
which does not only focus on transition 
from fossil-based energy to renewables, 
but also transition toward cleaner choice of 
energy and technology that are affordable.

He said that the presence of CCT 

COE is important to increase international 
cooperation, including collaboration in 
research and development and transfer of 
technology, not only for Indonesia but also 
for other ASEAN members. 

He added that support from ASEAN 
members and three partners of Japan, 
South Korea, and China are expected to 
be able to realize the utilization of CCT 
COE and increase its capacity in terms of 
expertise, facilities and resources. 

“Indonesia hopes cooperation in 
ASEAN Forum on Coal can become think 
tank to promote the use of clean coal 
technology in tandem with the transition 
of ASEAN toward clear energy and low 
carbon economy,” Arifin said in the 
meeting hosted by Vietnam.

CK to boost production  
in 2021

PT Cipta Kridatama (CK), a coal 
mining contractor part of IDX-listed PT 

ABM Investama Tbk, plans to remove 
175 million bank cubic meters (bcm) of 
overburden (OB) in 2021, or higher than 
this year’s target of 150 million bcm.

The company also targets higher coal 
getting volume next year of 35 million tons 
compared to 30 million tons for this year.

“We plan to remove 175 million bcm 
of OB and produce 35 million tons of 
coal in 2021,” Feriwan Sinatra, President 
Director of CK, said to Petromindo.com.

Cipta Kridatama is currently operating 
in a number of coal mines among others 
owned by PT Tunas Inti Abadi, PT Mifa 
Bersaudara, PT Bukit Baiduri Energi, 
PT Antang Gunung Meratus, PT Multi 
Harapan Utama and PT Dizamatra 
Powerindo.

Feriwan added that the company 
allocates US$40 million for capital 
expenditure in 2021. “It is allocated for 
equipment replacement,” he said. 

TBS Energi’s revenue  
drops 22.4%

IDX-listed coal miner PT TBS Energi 
Utama Tbk saw revenue in the nine-
month period ending September 2020 
dropped by 22.4 percent, year-on-year, 
due to a combination of falling coal price 
and sales volume.

The company reported that unaudited 
revenue (from coal) in the January-
September 2020 declined to US$275.4 
million from $355.1 million in the 
corresponding period of last year.

TBS saw its average selling price in the 
nine-month 2020 period weakened by 16 
percent to $54.7 per ton compared to $65.1 
per ton in the same period of last year, 
while sales volume decreased by 10 percent 
to 2.7 million tons from 3 million tons.

Net profit during the period, however, 
jumped 34.6 percent to $45.5 million 
from $33.8 million. TBS operational and 
financial performances in nine-month 
ending September  

[COALNEWS]

Operational  9M19 9M20 Δ%

NEWC Index US$/ton 81.3 58.1 (28.5%)

Average Selling Price (ASP) US$/ton 65.1 54.7 (16.0%)

Production Volume million ton 3.3 2.5 (24.2%)

Sales Volume million ton 3.0 2.7 (10.0%)

Stripping Ratio X 13.7 13.6 (0.7%)

FOB Cash Cost US$/ton 49.2 43.1 (12.4%)

 

Financial (Unaduited)  9M19 9M20 Δ%

Revenue US$ million 355.1 275.4 (22.4%)

EBITDA US$ million 54.0 43.9 (18.7%)

Net profit US$ million 33.8 45.5 34.6%

EBITDA/Ton US$ million 11.8 7.8 (33.9%)

 

Financial ratio  9M19 9M20  

Gross profit margin  18.4% 16.8%  

EBITDA Margin  15.2% 15.9%  

(1)    Only from coal mining business

https://www.ciptakridatama.co.id/
https://www.abm-investama.com/
https://www.abm-investama.com/
http://www.tobabara.com/
http://www.tobabara.com/
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G
lobal recession due to 
Covid-19 pandemic has 
resulted in a significant 
decrease in energy 

demand, causing the global coal price to 
weaken since the beginning of the year. 
Nevertheless, PT Indo Tambangraya 
Megah Tbk.’s business stays resilient in 
the middle of this global uncertainty. This 
can be seen from some indicators below.

Firstly, the Company continues 
to apply cost efficiency measures and 
on course to reach USD 8 per ton cost 
cutting target compared to FY 2019 
figure at USD 58 per ton. As of 3Q20, 
the Company recorded coal business cost 
at USD 47 per ton or USD 4 lower than 
previous quarters figures.

Secondly, the Company can maintain 
strong cash balance above USD 200 
million, which put the Company in the 
strong position for future organic and 
inorganic growth.

Thirdly, the Company has been able 
to maintain high dividend payout despite 
slow global economic growth. For the 
first half of 2020, the Company has 
declared an interim dividend of USD 22.8 
million or equal to 80% of the Company’s 

Net Income.
PT Indo Tambangraya Megah Tbk. 

continues to maintain smooth operations, 
apply discipline cost control and capital 
expenditure control, and maintain strong 
cash position through effective and 
efficient cash management strategy to 
ensure the fund availability is sufficient 
for future organic expansion as well as 
periodical dividend pay-out.

The Company will move forward by 
leveraging its expertise in mining business 
while keeping the momentum in growing 
sustainable business. Going forward, 
there will be four main areas which the 
Company will focus on.

First, coal asset enhancement, where 
the Company will ensure mine longevity 
along with continues improvement 
in efficiencies through technology 
application.

Secondly, mining capabilities 
empowerment, in which the Company will 
explore opportunities outside coal mining 
business together with increasing its coal 
trading capabilities.

Thirdly, midstream assets evolution 
to improve synergy between current 
upstream business and to capture 

opportunities along the value chain.
Lastly, new energy enablement, 

in order to develop capabilities in 
green energy generation together with 
application of energy technology.

In the first of 9M2020, the Company 
recorded a sales volume of 15.4 million 
tons with average selling price of USD 
53.8 per ton from USD 66.3 per ton in the 
same period last year.

However, lower coal price has eroded 
the Company’s total revenue, from USD 
1,304 million to USD 872 million while 
gross profit margin went down from 18% 
to 16% year-on-year.

EBIT was recorded at USD 62 million, 
a-54% lower than USD 134 million in the 
same period last year while net income 
shrank by 61% to USD 39 million from 
USD 99 million in the same period last 
year. As for earnings per share, it was 
booked at USD 0.04 per share.

Out of the total sales target volume for 
this year, the Company has achieved 98% 
of sales contract. Out of this number, 86% 
has had a price fixed while 12% is referred 
to the coal price indexes. Therefore, the 
Company is optimistic that the sales 
volume target of 21.6 million tons set for 
this year is achievable.

The Company throughout 9M2020 
has sold 15.4 million tons of coal exported 
to China (3.6 million tons), Japan (3.5 
million tons), Indonesia (2.9 million tons), 
Philippines (1.3 million tons), Thailand 
(0.9 million tons) and other countries in 
East and Southeast Asia.

In line with the production target 
volume of 19.1 million tons set for this 
year, the Company produced 13.8 million 
tons of coal in the first nine months of 
this year.

By the end of June 2020, ITM’s total 
assets were valued at USD 1,229 million 
with total equity of USD 862 million. The 
Company has a strong cash balance of 
USD 208 million without debt. 

ITMG: Resilient through challenging times
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US EXIM signs $750m MOU 
with RI govt

The Export-Import Bank of the 
United States (EXIM) President and 
Chairman Kimberly A. Reed signed a 
memorandum of understanding (MOU) 
with Indonesia’s Ministry of Finance and 
Ministry of Planning aimed at enhancing 
trade and economic opportunities 
between the two countries.

Chairman Reed and Indonesian 
Ambassador to the United States 
Muhammad Lutfi signed the agreement at a 
ceremony at the Embassy of the Republic of 
Indonesia in Washington, D.C.   Indonesia 
Coordinating Minister for Maritime and 
International Investment Affairs Luhut B. 
Pandjaitan also took part in the event.

The MOU is an outcome of Chairman 
Reed and Minister Luhut’s previous 
discussions which took place in Jakarta 
in October, EXIM said in a statement 
obtained Friday.

Under the MOU, EXIM and Indonesia 
agree to explore and identify potential 
opportunities for EXIM financing in a 
total aggregate amount of up to US$750 
million, which include, but are not 
limited to, opportunities in infrastructure, 

railway and road transportation, energy 
(including renewable energy), mining 
supply chain infrastructure, environmental 
projects, communications, information and 
communications technology, broadcasting, 
weather and climate monitoring, safety 
and security, health care, and geospatial 
information.

“This MOU affirms EXIM’s 
commitment to diverse potential projects 
in Indonesia, including in information and 
communications technologies, energy, and 
infrastructure,” said Chairman Reed.

EXIM is an independent federal 
agency that promotes and supports 
American jobs by providing competitive 
and necessary export credit to support 
sales of U.S. goods and services to 
international buyers.

Resources Prima continues 
Kalimantan coal mine 
acquisition plan

SGX-listed coal mining firm 
Resources Prima Group Limited reported 
that it continued with its effort to acquire a 
coal mine in Central Kalimantan.

The company announced on 27 
September 2019 that it is acquiring Kitty 

Hawk Natural Resources Pte. Ltd., which 
operates a coal mine in Indonesia through 
the 95%-owned subsidiary, PT Rizky Barito 
Timur, from Trilax Multi Investments Ltd 
and Anant Finance Corporation.

“Since then, the Company has 
prioritised the use of its limited resources 
and management time on the proposed 
acquisition, including liaising with the 
Target on SGX-ST’s queries on the recent 
application for a further 6-month extension 
of time till 28 September 2020 to submit 
its resumption of trading proposal, the 
success of which is critical to the survival 
and business viability of the Group,” the 
company said.

Rizky Barito Timur is holding the coal 
operations production license, covering an 
area of 1,179 hectares and the coal mine is 
located at Dusun Timur SubDistrict, Barito 
Timur Regency, Central Kalimantan.

Based on a qualified person’s report 
dated 7 November 2014 on the Sirau 
Block (which constitutes around 40% of 
the total area of the Mining Concession), 
the value of the coal mine was US$14.65 
million on the basis of 12.4 million tonnes 
of coal reserves and 25.2 million tonnes of 
coal resources. 

[COALNEWS]
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Astrindo expects lower coal 
handling volume

IDX-listed coal logistics provider PT 
Astrindo Nusantara Infrastruktur Tbk said 
that coal handling volume this year is 
expected to be lower at 73 million tons, 
compared to last year’s volume of 82.11 
million tons.

“As per the third quarter (of 2020), 
MP (PT Mitratama Perkasa) has handled 
16.3 million tons, while NTP (PT Nusa 
Tambang Pratama) handled 39 million 
tons,” said Michael Wong, Director of 
Astrindo.

Michael said that MP is estimated to 
roughly handle 21 million tons of coal 
this year, while NTP 52 million tons, thus 
making a total of 73 million tons of coal 
handling volume.

Astrindo hopes the global coal market 
to recover next year so that its main clients 
coal miners PT Arutmin Indonesia and PT 
Kaltim Prima Coal can increase production 
volume, thus providing greater business 
volume for Astrindo.

Astrindo through subsidiaries PT 
Mitratama Perkasa and PT Nusa Tambang 

Pratama operates coal logistic facilities 
in East and South Kalimantan including 
coal ports, crushers, loading facilities, and 
conveyors

Astrindo’s coal jetty delayed 
due to pandemic

Completion of a coal jetty project 
in South Sumatra owned by an indirect 
subsidiary of IDX-listed coal logistics 
provider PT Astrindo Nusantara 
Infrastruktur Tbk is delayed to next year 
due to pandemic restrictions.

The company previously set a target 
for the jetty project, being developed by 
PT Putra Hulu Lematang (PHL), to start 
commercial operation by end of this year.

”Due to the pandemic this year, there 
are some sections of the hauling road 
that have not yet been completed and 
the local government does not allow it 
to proceed. So, the jetty cannot operate 
this year. We expect to continue the 
construction next year,” Michael Wong, 
Director of Astrindo, said in a virtual press 
conference.

The company is developing a 35-km 

hauling road that connects Gelumbang 
station to the jetty location.

The common user coal jetty will have 
an initial capacity of 3 million tons per 
annum, extendable to 8 MTPA. The jetty 
will be able to serve 300 feet barges with 
capacity of 7,500 tons.

Itacha subsidiary expects 
higher coal output this year

PT Artha Tunggal Mandiri (ATM),  
a subsidiary of coal mining firm PT 
Itacha Resources in East Kalimantan, 
expects coal production volume of 
700,000 tons this year, higher than last 
year’s 500,000 tons.

“For Artha Tunggal Mandiri, the target 
for 2020 is 700,000 MT.  As per October, 
it has reached 75 percent (of the full-
year target),” said Liberty Simanjuntak, 
Corporate Secretary of Itacha Resources 
to Petromindo.com recently, but did not 
provide further details.

Last year, Liberty said that ATM’s 
coal output would be sold in the domestic 
and export markets of China and India.  
ATM started trial production last year.  
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Bayan starts expanding  
BCT capacity

IDX-listed coal producer PT Bayan 
Resources Tbk said it has started 
the expansion of Balikpapan Coal 
Terminal (BCT) stockpiling capacity by 
approximately 1.5 million MT which is 
expected to be completed in 2021.

The company currently  has  a  
throughput  capacity  of  20   million 
MT with  14  stockpiles  and  a  total  
stockpiling  capacity  of  approximately  
1  million MT. Each  stockpile  can  store  
65,000 MT of coal.

The company aims to boost its BCT 
capacity to 25 million MT.

The coal loading process at the BCT is 
controlled by computers, Bayan said.

The BCT currently consists of 2 
jetties, one that manages coal unloading 
and one that manages coal exports. The 
export  jetty  is  able  to  fully  load  a  
panamax  vessel  and  partially load 
capesize vessels. 

TBS Energi reports  
lower revenue

IDX-listed integrated coal mining 
firm PT TBS Energi Utama Tbk saw 
revenue in the nine-month period ending 
September of this year fell by 22.46 
percent to US$275.35 million from 
$355.11 million in the corresponding 
period of last year.

The company said in a financial report 
that cost of revenue in the nine-month 
period ending September 2020 declined 
to $228.99 million compared to $289.63 
million in the same period of last year.  
Gross profit fell to $46.36 million from 
$65.47 million.

However, net profit attributable to 
shareholders of parent entity in the January 
to September 2020 period jumped by 
52.43 percent to $29.51milion from $19.36 
million, among others due to a surge 
in other income during the nine-month 

2020 with a net figure of $29.86 million, 
compared to only $9.21 million in the 
same period of last year.

Following is the list of TBS coal 
customers with largest contributor to 
revenue (in US dollar).

ITMG records significant  
Q3 EBITDA increase

Thai energy 
conglomerate Banpu reported that its 
Indonesian coal mining subsidiary PT. 
Indo Tambangraya Megah Tbk (ITMG) 
recorded EBITDA of US$47 million 
during the third quarter of 2020, 156 
percent higher than previous quarter’s 
EBITDA of $18 million  and 18  percent 
higher than last year’s same quarter figure 
of $39 million.

The increase in EBITDA was 
achieved despite decreased revenue 
of $212 million during the quarter, 24 
percent decrease compared to previous 
quarter’s revenue of $281 million and 
48 percent compared to last year’s same 
quarter revenue of $409 million.

Average selling price during the 
quarter was $49.1 per tonne, or 7 percent 
lower compared to the previous quarter.

Coal production during the quarter 
was 4.9 million tonnes, higher than 
previous quarter’s production of 4.4 
million tonnes but lower than last year’s 
same quarter production of 6.8 million 
tonnes. The company said the decrease in 
production was due to lower Indominco 
output due to heavy rainfall during the 
quarter but slightly balanced out by 
Trubaindo higher production. ITMG is 
expected to produce 5.3 million tonnes in 
the 4th quarter of 2020.

The company said ITMG 2020 sales 
volume is expected at 22 million tonnes, 
with 97 percent of the volume priced while 
the remaining 3 percent is still unsold.  
ITMG is expected to produce 19.1 million 
tonnes of coal in 2020.

ITMG operates several mines in 
East and South Kalimantan, namely PT. 
Indominco Mandiri, PT. Trubaindo Coal 
Mining, PT. Bharinto Ekatama, PT.Kitadin 
and PT. Jorong Barutama Greston. 

[COALNEWS]
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S
GX-listed coal miner BlackGold 
Natural Resources Ltd saw 
revenue in the third quarter of 
this year (3Q2020) tumbled 50 

percent to US$1.8 million compared to $3.5 
million in 3Q2019. “This was  mainly due to 
reduced demand by customers,” BlackGold 
said in a statement. 

The company, however, said that 
revenue in the nine-month period ending 
September 2020, increased 3 percent to 
$6.6 million from $6.4 million in 9M2019, 
and remained fairly stable across the 
comparable periods of both years.  The 
company did not disclose the reason.

BlackGold through its Indonesian 
subsidiary PT Samantaka Batubara (SB) 
operates coal mines in Riau Province, 
supplying low calorie coal of 4,184-5156 

kcal/kg to power plants in the province.   
SB has installed production capacity of 4 
million tons per year.

BlackGold said that coal output in 
3Q2020 stood at 78,000 tons, lower 
compared to 100,873 tons 3Q2019.

During 3Q2020, cash expenditure 
paid for production activities amounted 
to $1,448,000, compared to $855,000 in 
3Q2019.

Cost  of  Sales  (COS)  comprises  
mainly  costs  incurred  in  relation  
tomining  contractors,  coal  processing, 
depreciation and royalties to the 
Indonesian government pertaining to coal 
mining. COS in 3Q2020 decreased to 
approximately $1.5 million as compared to 
$2.8 million in 3Q2019. The decrease is in 
line with the reduction in revenues.

COS of $5.4 million in 9M2020 
decreased by 1 percent from 9M2019 
COS of $5.4 million, and remained fairly  
stable across the comparable periods of 
both years.

The group recorded a gross profit of 
$327K in 3Q2020 as compared to $728K 
in 3Q2019.  Gross profit margins had 
reduced to 18 percent in 3Q2020 against 
21 percent in 3Q2019.  “This mainly arises  
from higher fixed costs per unit due to 
reduced sale volumes,” BlackGold said.

Gross  profit  of $1.3 million   in  
9M2020  had  increased  against  $1.0 
million  in  9M2019.  Gross  profit  
margins increased to 19 percent in 
9M2020, as compared to 16 percent in 
9M2019. This was mainly due to  lower 
costs in the first half of 2020. 

BlackGold’s 3Q revenue drops 50% on weaker coal demand
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TBBE to start coal production 
in 2021

South Sumatra coal miner PT Truba 
Bara Banyu Enim (TBBE) plans to start 
coal production in January of next year 
with a full-year output target of 1 million 
tons. The company will transport the coal 
via railway.

TBBE, a subsidiary of South Sumatra 
logistics provider PT RMK Energy, had 
in August secured a five-year railway 
transportation contract with state-owned 
railway firm PT KAI (Persero) with total 
capacity of 14 million tons.

“TBBE will start producing in 
January 2021 with 1 million tons per 
year capacity,” Tony Saputra, President 
Director of RMK Energy, said to 
Petromindo.com.

Currently, RMK is constructing a coal 
loading facility in Gunung Megang which 
is located at the TBBE’s concession. “We 
will start using the railway transport in 

January 2021,” Tony said.
KAI will transport TBBE’s coal from 

Muara Enim to Palembang. Coal logistics 
firm PT RMK Energy will handle the 
coal loading at Gunung Megang Station 
and unloading at Simpang Station in 
Palembang, and then transport it to the 
barging point at Keramasan, Musi River,

Tony added that TBBE will sell all of 
the coal production to domestic market. 
“We will sell all to domestic (market), 
to PLN’s power plants and local retail 
buyers,” he said.

Geo Energy seeks for JV, coal 
trading opportunities

SGX-listed coal mining firm Geo 
Energy Resources Limited said that while 
it’s constantly seeking for coal mine 
acquisition opportunities, the company is 
also looking for potential joint ventures 
or trading of third-party coal in a bid to 
increase revenue streams.

“The company also looks for other 
means to expand its revenue streams 
by way of potential joint ventures and 
trading of third party coal,” Geo said in a 
statement. 

Geo reiterated that it has  sufficient  
financial resources and access to financing 
to pursue potential acquisition(s) of coal 
assets to build a sustainable business for 
the future.  “However, there is no certainty 
or assurance that such acquisition(s) will 
materialize,” it said,

The  group, which stated in August 
it was in preliminary talks for potential 
acquisition of coal assets, currently  owns  
four mining  concessions  through  its  
wholly  owned Indonesian subsidiaries 
PT Sungai Danau Jaya (SDJ), PT Tanah 
Bumbu Resources (TBR), PT Bumi 
Enggang Khatulistiwa (BEK) and PT Surya 
Tambang Tolindo (STT) in Kalimantan.   
SDJ and TBR have recently obtained 
renewal of their mining licenses. 
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IEEFA: Pakistan shifting 
away from imported coal

Pakistan, a non-traditional market for 
some Indonesian coal miners, is shifting 
away from imported coal toward domestic 
coal to fuel its coal-fired power plants.

The Institute for Energy Economics 
and Financial Analysis (IEEFA) said the 
trend is due to growing overcapacity and 
low utilization of thermal coal-fired power 
plants in the country.

Thermal coal utilization in Pakistan 
has kept on declining since 2015/2016 
from 50 percent to 37 percent in 
2019/2020. Pakistan’s total power 
generation capacity is 134 TWh, of 
which coal-fired power plant accounted 
for 19 percent.

 “In the longer term, Pakistan is clearly 
intending to rely mostly on domestic coal, 
hydro power and some nuclear energy by 
2030,” Simon Nicholas, Energy Finance 
Analyst at IEEFA, said in webinar 
organized by Petromindo.com.

Based on the latest Pakistan 
government’s data, coal-fired power 
utilization of imported coal by 2030 will 
contribute only 14.1 percent compared to 
60.2 percent of domestic coal.

Nicholas added that Pakistan has 
some concerns regarding imported coal 
for power generation, namely economic 
impact of importing coal traded in US 
dollar, cheaper power tariff by using 
domestic coal, and self-sufficient energy 
supply initiatives.

Currently, Pakistan’s imported 
coal-fired capacity is 4 GW and IEEFA 
estimates that the capacity will increase up 
to 5.8 MW by 2025. “Pakistan is already 
near on its peak imported coal demand,” 
Nicholas said.

ABP to increase production  
in 2021

East Kalimantan coal miner PT 
Alamjaya Bara Pratama (ABP) plans to 

produce 3.5 million tons of coal in 2021, 
higher than the estimated 2.7 million tons 
output for this year.

“ABP’s production (plan) in 2021 
has been approved at 3.5 million tons,” 
Christianto Setyo, Director of ABP, said to 
Petromindo.com.

ABP, which owns concession in Kutai 
Kartanegara Regency, produces coal with 
CV of 4,600 kcal/kg (GAR) and sulphur 
content of 0.2 percent. Most of the output are 
sold to China and Southeast Asia markets.

Resource Alam’s revenue 
drops 29.41%

IDX-listed coal miner PT Resource 
Alam Indonesia Tbk saw revenue in the 
nine-month period ending September of 
this year fell by 29.41 percent, year-on-
year, amid weak coal market condition.

The company said in a financial 
report that net revenue in January-
September 2020 period declined to 
US$57.13 million from $80.93 million in 

the same period of last year.
Cost of revenue fell to $52.12 million 

from $$70.42 million.  Gross profit 
dropped to $5.01 million from $10.50 
million.

Resource Alam said it booked a net 
loss attributable to shareholders of parent 
entity of $7.51 million in the first nine-
month period of this year, compared to a 
profit of $4.17 million in the nine-month 
period of last year. 

Resource Alam produces coal from 
its Insani Bara Perkasa mine in East 
Kalimantan.  

In the nine-month period ending 
September 2020, the company sourced 
65.62 percent of its net revenue from 
World Resources Private Ltd, its largest 
customer, with which the company has 
long-term supply contract.

Following are the company’s largest 
coal buyers with sales accounting for more 
than 10 percent of the net revenue during 
the nine-month period. 

September 30, 2020 September 30, 2019
Amount (US$) Amount (US$)

World Resources Private Ltd        37,494,827 - World Resources Private Ltd
PT Oktasan Baruna Persada 6,104,020 - PT Oktasan Baruna Persada
LG International Pte, Ltd. 5,219.720 7,579,504 LG International Pte, Ltd.
Nature Ore Trading Ltd - 63,371,372 Nature Ore Trading Ltd
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Samindo reiterates plan to 
acquire coal mine

IDX-listed coal mining contractor PT 
Samindo Resources Tbk reiterated its plan 
to acquire a coal mine amid the current 
weak price environment that has reduced 
the value of coal assets.

Samindo Corporate Secretary Ahmad 
Zaki Natsir was quoted by Kontan daily as 
saying that the company was looking at a 
mid-size coal mine in East Kalimantan. 

He did not say when the acquisition 
will be realized.  The company first 
announced plan to acquire a coal mine 
in March of last year as part of business 
diversification strategy.

Zaki said that amid the current drop 
in coal price, the company’s mining 
contractor subsidiary has found difficulties 
to get new mining services contracts 

as many coal miners are cutting down 
production volume in response to the weak 
price environment.

On the other hand, he added, the 
weak coal price environment is providing 
opportunities for coal mine acquisition as 
many mid-size coal mines have collapsed 
or could no longer continue operations.  
The company believes that coal price will 
eventually recover.

He said that if the acquisition is 
realized, it will provide business for 
Samindo’s mining contractor subsidiary. 

Mitrabara’s revenue down 
18.80% on lower coal price

IDX-listed coal miner PT Mitrabara 
Adiperdana Tbk saw revenue in the nine-
month period ending September 2020 
dropped by 18.80 percent compared to 

same period of last year primarily due to 
falling coal price.

The company said in a financial report 
filed with the Indonesia Stock Exchange 
that revenue in January-September 2020 
fell to US$159.66 million from $196.63 
million in the same period of last year.

“The most significant (factor to 
the lower revenue) was the decline 
in the selling price in line with lower 
global coal price,” Mitrabara Corporate 
Secretary Chandra Lautan told news 
portal kontan.co.id.

Export to South Korea generated 
revenue of $10.5.49 million during the 
nine-month period.  Export to China was 
$24.01 million, to Malaysia $30.39 million, 
and other destinations $25.61 million.

Net profit attributable to shareholders 
of parent entity in January-September 
2020 declined by 3.51 percent to $25.53 
million compared to $26.46 million in the 
corresponding period of last year.

The company has yet to disclose 
the production performance.  Chandra 
said that the company will unveil the 
nine-month 2020 output performance 
and capital expenditure allocation at 
an upcoming public expose meeting in 
December.

He, however, said that production and 
sales volume in the nine-month period 
ending September 2020 was still in line 
with the company’s target.

He said that the amid the current rising 
trend in the price of coal, the company is 
optimistic to be able to meet the full-year 
coal production and sales volume target of 
about 4 million tons this year. 

Last year, realized production 
volume was 4.18 million tons, while 
sales volume stood at 4.42 million tons.  
“Projected (output) until end of this year 
is more or less the same as the same with 
the target set by the company early in 
2020 of about 4 million tons, plus minus 
10 percent,” he said. C
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ITMG reports lower revenue
IDX-listed coal mining firm PT Indo 

Tambangraya Megah Tbk (ITMG) saw 
revenue in the nine-month period ending 
September this year dropped by 30.08 
percent, year-on-year, amid weak coal 
market.

The company said that revenue 
in January-September 2020 fell to 
US$871.88 million from $1.30 billion in 
the corresponding period of last year.

Cost of revenue declined to $732.05 
million from $1.06 billion.  Gross profit in 
the first nine-month period of this year fell 
to $139.83 million compared to $237.83 
million in the nine-month period of last year.

Net profit attributable to shareholders 
of parent entity dropped by 60.50 percent 
to $39.98 million from $101.21 million.

ITMG said that its largest markets 
during the period were Southeast Asia, 
India, and Pakistan (with total sales 
revenue of $295.78 million), followed by 
Taiwan, China, Hong Kong and Korea 

markets ($209.08 million), domestic 
market ($192.37 million), Japan market 
($167.66 million), and Australia ($6.98 
million).

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

ITMG has set a target to produce about 
19 million-20 million tons of coal this 
year, down from realized output of 23.4 
million tons last year.

Pelita Samudera to acquire 
Panamax vessel soon

IDX-listed PT Pelita Samudera 
Shipping Tbk (PSS), a logistics services 
company, plans to acquire a new Panamax 
mother vessel (MV) with capacity of 
around 53,000 to 57,000 DWT soon.

The company will spend US$8 
million-$9 million for the acquisition, 
which is expected to be realized within the 

next few months.
“We are conducting survey, and 

evaluating some potential vessels. It will 
take 40-50 days to realize the acquisition,” 
Iriawan Ibarat, President Director of PSS, 
said in a virtual press conference.

PSS, according to Iriawan, is currently 
negotiating with three mining companies, 
and hopes to announce long term charter 
agreement for the new MV early next year.

Currently, PSS owns and operates 
six mother vessels which consist of four 
units of Handysize MV and two units 
of Supramax MV.  PSS also owns and 
operates 29 sets of tugs and barges, three 
units of floating loading facilities and one 
unit of floating crane.

Delta Dunia starts Tabang 
mine infrastructure project

IDX-listed mining contractor PT Delta 
Dunia Makmur Tbk has recently started 
construction of bridges, in a project worth 
US$24 million, at the Tabang coal mine 
in East Kalimantan owned by IDX-listed 
miner PT Bayan Resources Tbk. 

 “It (construction work) has begun, 
but the financial impact should be more 
toward next year,” Head of Investor 
Relations at Delta Dunia Regina Korompis 
told Petromindo.com recently.

Delta Dunia is building bridges at the 
Tabang mine as part of coal hauling road 
project being developed by Bayan.  Regina 
previously said that the bridge construction 
work will be completed in two years.

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

When the project is completed, Bayan 
expects to double production capacity to 
50 MTPA from the Tabang mine. 

[COALNEWS]
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Cokal picks mining contractor 
for BBM coking coal project

ASX-listed coal mining firm Cokal 
Limited announced that it has selected 
PT. Harmoni Panca Utama  (HPU) as 
the preferred tenderer to provide contract 
mining services for the development and 
mining of Bumi Barito Mineral mine in 
Central Kalimantan.

The BBM mine will produce premium 
coking coal and PCI products for the 
nearby Asian steel markets. Under the 
5-year contract, HPU will provide the 
following mining services:
i.  open-pit overburden removal;
ii.  provision of the required mining fleet 

and associated equipment; and
iii.  coal hauling from in-pit to near-out-of-

pit intermediate stockpile facilities.

HPU has agreed to mobilise upon 
receiving notice from Cokal to do so.

The appointment of HPU remains 
subject to finalising formal contracts.  
“Cokal’s commercial team have negotiated 
the key commercial terms which are 
substantially attractive for Cokal, thus 
providing the opportunity to achieve 
favourable profit margins to be enjoyed by 
Cokal shareholders,” it said.

BBM is Cokal’s most advanced project 
a high quality metallurgical coal project, 
located in  Central Kalimantan with a mining 
lease area of 14,980ha. Cokal is focused 
on the near-term development of BBM, 
having recently received a binding funding 
commitment that provides the required 
capital for the development of BBM.

HPU, according to Cokal, is  one of 
the largest mining services companies 
in Indonesia, with a high-quality 
management team that operates to the 
highest of international mining standards, 
including safety, environmental and 
community benchmarks. HPU has 
capabilities across all facets of mine 
planning & design, mine development, 

and mining operations and has experience 
working and operating some of the largest 
coal mines in Indonesia.

ABM says difficult to realize 
coal output target

IDX-listed integrated coal mining 
company PT ABM Investama Tbk saw 
coal production in the nine-month period 
ending September this year declined by 
3.53 percent, year-on-year, and said the 
full-year production target will be difficult 
to achieve due to the Covid-19 pandemic.

Corporate Secretary of ABM, Rindra 
Donovan said that coal production in the 
January-September 2020 period was 8.2 
million tons, slightly lower compared 
to 8.5 million tons in the corresponding 
period of last year.  “The coal production 
realization by September 2020 was 8.2 
million tons,” he told Petromindo.com.

The company has set coal production 
target of 12 million tons this year. “It 
seems difficult to achieve the 12 million 
tons production target, but we keep on 
trying (to achieve),” Rindra said.

ABM Investama produces coal from 
its three subsidiary companies namely 
PT Mifa Bersaudara, PT Bara Energi 
Lestari in Aceh Province, and PT Tunas 
Inti Abai in South Kalimantan.   Mifa said 
previously it would revise down its 2020 
output target to 9 million tons from initial 
target of 10 million tons due to Covid-19 
lockdown in its key market of India a few 
months ago.  Late last month, Mifa said 
that bad weather condition in the past two 
months had hampered shipment of coal to 
export market.  Some parts of the country 
are expected to suffer bad weather through 
to end of this year due to the La Nina 
weather phenomenon. 
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I
DX-listed coal mining contractor PT 
Darma Henwa Tbk reported that 
revenue in the first half (1H) of 
2020 increased by 30.51 percent to 

US$169.11 million from $129.58 million 
in the same period of last year.

The company said in a statement that 
the higher revenue was largely contributed 
by revenue from the coal mining services 
business, its main business focus, as 
all coal mines under its management 
delivered stronger revenue.

The company said that revenue from 
the Bengalon coal mine project owned 
by coal miner PT Kaltim Prima Coal 
increased by 36.30 percent to $125.86 
million in the first half of this year from 
$92.34 million in the corresponding period 
of last year.

Revenue from the Asam Asam coal 
production in South Kalimantan owned 
by coal miner PT Arutmin Indonesia 
grew 5.84 percent from $32.35 million 
to $34.24 million.  Finally, revenue 
from Satui coal mine project in South 
Kalimantan owned by PT Cakrawala 
Langit Sejahtera jumped 87.43 percent 
from $4.26 million to $7.99 million.

Darma said that its non-coal business 
segment also delivered stronger revenue 
including from infrastructure works,  gold 
mining services, and land preparation for 
an industrial park. 

The company said that it booked net 
profit of $1.05 million in the first half of 
this year, compared to a net loss of $1.57 
million in the corresponding period of 
last year.

Elsewhere, the company said that 
coal getting volume in the nine-month 
period ending September of this year 
increased 11.61 percent to 12.77 million 
tons compared to 11.44 million tons in the 
same period of last year.

Coal production at the Bengalon mine 
in East Kalimantan contributed 58.84 
percent to the total coal getting volume 
in the January-September 2020 period.   
Meanwhile, overburden removal volume 
at the Bengalon mine contributed 70.17 
percent to the total OB removal volume in 
the nine-month period.

In the January-September 2020 period, 
total OB removal volume reached 86.93 
million bank cubic meters, up 4.02 percent 
compared to 82.70 million bcm in the 
same period of last year.  

Darma Henwa’s 1H revenue rises 30.51%
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PTBA to sign final agreement 
on coal-to-DME project this 
month

IDX-listed coal miner PT Bukit Asam 
Tbk (PTBA) is expected to sign this month 
a final agreement on coal-to-DME project 
with US-based Air Products and Chemical 
Inc, and state-owned oil and gas firm  
PT Pertamina.

“We will sign an agreement in 
November this year with the investor 
and Pertamina as the off-taker,” Arviyan 
Arifin, President Director of PTBA said in 
a virtual press conference.

In 2019, PTBA, Air Products and 
Pertamina signed an initial agreement for 
cooperation to develop the coal-to-DME 
project, under which PTBA will provide 

the required coal, Air Products provide the 
financing, and Pertamina as the off-taker 
of the dimethyl ether (DME) output.

Arviyan stated that construction of the 
project is expected to commence in the 
second quarter of 2021, in the hope it will 
start commercial operation in 2025.

The coal gasification project, to be 
located at PTBA’s Tanjung Enim mine site 
in South Sumatra, is targeted to produce 
1.4 million tons of DME per year with 
coal feedstock requirement of six million 
tons per year.

PTBA Corporate Secretary Apollonius 
Andwie C. said previously that the 
company will supply its low rank coal 
for the project, and has proposed a 
price of US$21 per ton in line with the 

directive made by the government for coal 
gasification project.

Coal consumption of 
downstream projects seen 
limited

Total coal consumption of planned 
downstream projects in the country is 
seen limited at only 20 million tons 
per annum when they start operation, 
probably in 2025.

According to the Ministry of Energy 
and Mineral Resources, there are at least 
four proposed coal downstream projects 
currently at advanced planning phases, 
namely coal-to-DME by PT Bukit Asam 
Tbk, coal-to-syngas by PT Arutmin 
Indonesia, coal-to-methanol by PT Kaltim 
Prima Coal, and coal upgrading by PT 
Megah Energi Khatulistiwa.

“The absorption of coal from the coal 
downstream industry ,,, is still limited at 
20 million tons per year,” Irwandy Arif, 
Special Staff of Minister of Energy and 
Mineral Resources (MEMR), said in a 
webinar organized by Petromindo.com.

The government has set the 
country’s coal production this year at 
550 million tons.

PT Kaltim Prima Coal plans to develop 
coal-to-methanol which will consume 
approximately 5-6.5 million tons of coal 
per year. PT Arutmin Indonesia plans to 
develop coal-to-syngas which will absorb 
approximately 6 million tons of coal per 
year. PT Bukit Asam Tbk plans to develop 
coal-to-DME which will absorb 6 million 
tons. PT Megah Energi Khatulistiwa to 
develop coal upgrading from low CV coal 
to semi coking coal which will absorb 1 
million tons of coal per year.

Irwandy stated that the government 
will provide incentives for coal miners, 
particularly those holding the coal contract 
of work operating permit, entering the coal 
downstream industry among others by 
exempting them from royalty obligation. 

[COALNEWS]
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IMEF proposes 5-year RKAB 
for coal miners

The Indonesia Mining and Energy 
Forum (IMEF) has proposed to the 
government to allow coal miners to make 
a five-year work plan and budget (or better 
known as RKAB), instead of the usual 
one-year RKAB, to help provide certainty 
for coal miners in developing downstream 
business. 

“To (help) provide business certainty 
for coal miners, the RKAB should 
be set for five years, not only for one 
year,” Singgih Widagdo, Chairman 
of IMEF, said in webinar organized 
by Petromindo.com.

Coal miners in the country are required 
to submit their annual RKAB, which 
among others contains production target 
for the particular year, to the Ministry 
of Energy and Mineral Resources for 
approval.

Singgih stated that the 5-year RKAB 
should only be applied to coal miners 
holding the coal contract of work (or 
PKP2B) operating permit as only the 
PKP2B coal miners are required to enter 
downstream business as part of conditions 
for renewal of their operating permits into 

the IUPK special mining business license.
Singgih also said that coal miners 

should be given options in developing 
coal downstream. “It seems that the 
government focuses only on coal to 
DME,” he said, he said referring to 
dimethyl ether.

According to Mining Law No 3/2020, 
coal downstream activities include 
coal briquetting, coal gasification, coal 
liquefaction and coal slurry. 

India-Indonesia working 
group on coal holds discussion

The fifth Joint Working Group (JWG) 
on coal between India and Indonesia 
discussed various issues through video 
conferencing and the Indian coal ministry 
provided an overview of the domestic 
coal sector. The meeting of the JWG 
was hosted through video conferencing 
due to travel restrictions on account of 
COVID-19 pandemic.

It was chaired from the Indian side by 
Additional Secretary at the coal ministry 
Vinod Kumar Tiwari. From the Indonesian 
side, the meeting was chaired by Jonson 
Pakpahan, Director for Mineral and Coal, 
Non Tax State Revenue of Ministry of 

Energy and Mineral Resources, the Indian 
ministry said in a statement on Thursday as 
reported by ecoomictimes.indiatimes.com.

In his opening remarks, Tiwari 
provided an overview of the coal sector in 
India and presented emerging scenario for 
the future.

He highlighted India’s initiatives 
for self-sufficiency in coal under 
Aatmanirbhar Bharat and imperatives 
for businesses in coal sector in both the 
countries.

The ministry made presentations on 
Indian coal policy reforms, coking coal 
exploration and commercial mining, 
followed by presentations by the Indonesian 
side on coal policy and current coal 
business updates, deep seated coal potential 
in Indonesia, according to the statement.

For flagging the legacy trade issues 
by investors, a B2B session coordinated 
by Confederation of Indian Industry (CII) 
provided for frank discussions and sought 
resolution of issues by the Governments of 
Indonesian and India, it added.

“Emerging business opportunities in 
both the countries were highlighted by 
respective delegations,” the statement 
said.  
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I
DX-listed coal miner PT Adaro 
Energy Tbk said that revenue in 
the nine-month period ending 
September of this year decreased 

by 26 percent year-on-year to US$1,955 
million as a result of 18 percent lower 
average selling price (ASP) and 9 percent 
lower sales volume.

Adaro said in a statement Monday that 
the coal market remains challenging as 
global coal demand slows down. Despite 
the y-o-y decline in the seaborne thermal 
coal market, signs of rebalancing emerged 
in the third quarter of 2020 (3Q20) as a 
result of supply discipline.

During the nine-month 2020 (9M20) 
period, the company produced 41.10 

million tons (Mt) and sold 40.76 Mt of 
coal, which was 7 percent and 9 percent 
lower y-o-y, respectively.

Cost of revenue declined 20 percent 
y-o-y to $1,492 million, mainly due to 
a lower strip ratio and lower royalty 
payment to the government during 9M20. 
Coal cash cost per ton basis (excluding 
royalty) decreased by 17 percent y-o-y, 
attributed to lower strip ratio and lower 
fuel price.

In 9M20, the company’s fuel cost 
was down 28 percent in-line with lower 
fuel price y-o-y and 18 percent lower fuel 
consumption along with lower production 
and lower strip ratio.

Royalties to the Government of 

Indonesia decreased by 27 percent y-o-y 
to $207 million, in-line with the lower 
revenue and lower average selling price 
recorded in 9M20.

Adaro recorded operating expenses of 
$129 million, a 23 percent lower y-o-y, 
primarily due to lower 38 percent lower 
selling and marketing expenses and 39 
percent lower professional fees y-o-y.

Operational EBITDA in 9M20 was 
$676 million, a 31 percent decline y-o-y 
driven by lower ASP. The company 
achieved operational EBITDA margin 
of 34.6 percent as it continued to 
improve operational efficiency and cost 
control amid the declining coal price 
environment. Contribution from non-

Adaro’s revenue drops 26% 
on lower price, sales volume

[COALNEWS]
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coal mining businesses provided support 
to the company’s earnings during this 
challenging time.

Adaro excluded the following non-
operational expenses in its operational 
EBITDA: loss on impairment of mining 
properties, loss on derivative financial 
instruments and loss on decline in fair 
value of investments in joint ventures.

Adaro’s underlying core earnings 
in 9M20 was $326 million, 36 percent 
lower y-o-y due to lower profitability. 
Core earnings excludes non-operational 
accounting items net of tax, which 
consisted of, among others, amortization 
of mining properties, loss on impairment 
of mining properties, loss on derivative 
financial instruments, and loss on 
decline in fair value of investments in 
joint ventures.

Total assets of $6,471 million were 11 
percent lower compared to the same period 

PT Adaro Indonesia (AI) 
Produced 35.57 Mt of coal in 9M20, 9 percent lower y-o-y compared to 
9M19. Sales of AI’s Envirocoal in 9M20 reached 38.83 Mt,  
10 percent lower y-o-y.

Balangan Coal Companies
Total coal production from Balangan Coal Companies in 9M20 was 3.46 
Mt, 8 percent decrease y-o-y and total overburden removal for the period 
was 9.56 Mbcm, 11 percent lower y-o-y, resulting in a strip ratio of 2.76x 
for Balangan Coal Companies in 9M20.

Adaro Metcoal Companies (AMC)
In 9M20, AMC’s hard coking coal production from Maruwai reached 1.30 
Mt, 40 percent increase y-oy. AMC’s coal sales for the period reached 
1.04 Mt, 27 percent increase compared to 9M19

Mustika Indah Permai (MIP)
In 9M20, coal production and sales from MIP reached 0.77 Mt and  
0.74 Mt.

Kestrel Coal Mine
In 9M20, saleable coal production volume at Kestrel reached 4.06 Mt, 15 
percent lower than in 9M19. Meanwhile its coal sales volume of 4.35 Mt in 
9M20, was 7 percent lower y-o-y

Adaro Energy’s coal production details:

last year. Current assets decreased by 18 
percent to $1,731 million, while non-
current assets decreased by 7 percent to 
$4,740 million. The company maintained a 
strong cash balance at the end of 9M20 of 
$1,186 million.

 The company’s net capital 
expenditure in 9M20 was $133 million, 
63 percent lower compared to the same 
period last year. The capital expenditure 
was mainly for purchase and replacement 
of heavy equipment and development 
of AMC.  Adaro said it will continue to 
allocate capital in a strategic and selective 
manner during this difficult time. It 
generated a solid free cash flow of $482 
million in 9M20, 10 percent higher y-o-y.

Elsewhere, Adaro said that strip ratio 
in 9M20 was 3.90x. Due to the difficult 
condition, the company said it had revised 
its 2020 production guidance and now 

aim for lower coal production of 52-54 
Mt.  “Our production performance up 
until 9M20 is in-line with this new annual 
production target,” it said.

In 3Q20, the company produced 
13.81 Mt and sold 13.62 Mt of coal, 12 
percent and 14 percent lower compared 
to 3Q19, respectively. Total overburden 
removal in 3Q20 was 57.69 Mbcm, 30 
percent lower y-o-y which resulted in 
a strip ratio of 4.18x.  “The normal dry 
weather in 3Q20 following a relatively 
wet 2Q20 supported our operation 
activities and enabled us to remove more 
overburden in the quarter.”

Adaro said its sales portfolio in 9M20 
was dominated by E4700 and E4900 
product supported by the solid demand for 
these type of coals. Southeast Asia market 
constituted 49 percent of the total sales in 
9M20, led by Indonesia and Malaysia. 
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G
old and copper giant PT 
Freeport Indonesia (PTFI) 
is expected to start 
construction of its copper 

smelter project in Gresik, East Java 
Province, at the end of November this 
year following warning letter from 
the Ministry of Energy and Mineral 
Resources for the company to quickly 
start the project so that it could be 
completed in 2023 as scheduled.

Speaking at a hearing with the House 
of Representatives Commission VII on 
energy and mining, Minister of Energy 
and Mineral Resources Arifin Tasrif said 
that the ministry’s directorate general 
of mineral and coal had at the end of 
September sent a warning letter to PTFI 
to quickly start the pile load test, by end 
of October at the latest.  

He said that PTFI then responded that 
there will be delay in implementing the 
pile load test.  Arifin acknowledged that 
the Covid-19 pandemic has hampered 

mobility of workers, equipment, and 
overseas experts, as well as delay 
financial close for the project.

In its 11 November letter, PTFI said 
that it has issued notice to proceed to 
Chiyoda, the EPC contractor, to carry 
out the pilling test.  Chiyoda then has 
mobilized equipment and workers 
Gresik, where the project is located. 

“The test pile drive activity in the 
priority area for the construction of the 
new smelter can only start at the end 
of November 2020,” Arifin said, while 
reading the PTFI letter.

In accordance with the existing mining 
law and its contract with the government, 
PTFI plans to develop a new copper 
smelter with total capacity of 2 million 
tons of copper concentrates per year. 

Arifin said that despite the pandemic 
situation, the project is targeted to be 
completed in 2023 as initially scheduled.  
“It is planned to start operation in 2023,” 
he said. PTFI officials have previously 

said that the completion of the project may 
be delayed to 2024 due to the pandemic. 

Meanwhile, PTFI President Director 
Clayton A. Wenas said on Monday that 
the annual capacity of the new copper 
smelter in Gresik will be reduced to 1.7 
million tons from the initial 2 million 
tons, as the company also plans to expand 
the capacity of existing copper smelter, 
also in Gresik, operated by PT Smelting, 
which is co-owned by PTFI. 

PT Smelting plans to expand its 
copper smelter capacity to 1.3 million 
tons per year from the current 1 million 
tons per year.  “The important thing is 
that the total (new capacity commitment) 
remains at 2 million tons (per year),” 
he said, adding that developing the new 
copper smelter in Gresik is actually not 
commercially viable.  

Arifin said that this should not be a 
problem for the government as the total 
new capacity to be built by PTFI remains 
at 2 million tons per year. 

MINERALNEWS
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Minister targets 35 new 
smelters to be completed 
through 2024

Minister of Energy and Mineral 
Resources Arifin Tasrif said despite 
the pandemic which has hampered the 
development of smelters in the country, 
a total of 35 new smelter projects are 
targeted to be completed through to 2024.

Speaking at a hearing session 
with the House of Representatives 
Commission VII on energy and mining, 
Arifin said that as per 20 November 
of this year, 18 smelters have been in 
operation, and another 35 are still under 

construction process.  “It is expected that 
until 2024, a total of 53 smelters will 
be completed with total investment of 
US$19.9 billion,” he said.

Arifin acknowledged that the 
Covid-19 pandemic has hampered the 
development of domestic smelters as 
mobility of equipment and foreign experts 
has been disrupted, and funding delayed.

The government has been pushing 
for the development of domestic smelters 
in a bid to generate greater added value 
from the country’s key commodities 
including nickel, bauxite, and copper.  
The government has since early this 

year banned the export of nickel ores.  
Most of the smelters which have been 
completed and under construction are 
nickel smelters.  Out of the 18 completed 
smelters, 12 are nickel smelters.  Another 
18 nickel smelters are still under 
construction.

PLN to supply electricity  
to Huadi’s nickel smelter  
in April

State-owned electricity firm PT 
PLN said it will start providing additional 
power supply of 190 MVA to a nickel 
smelter owned by PT Huadi Nickel 
Alloy in April of next year.

PLN said that construction of the 
required power network is still in progress.  
“Construction of the distribution network 
is still in progress.  In accordance with the 
contract, the electricity will be distributed 
in April next year or May at the latest,” 
said Ismail Deu, a General Manager 
at PLN’s Sulawesi Regional Office, to 
Petromindo.com.

He said that the 190 MVA capacity 
power supply will be PLN’s second 
phase of power supply for Huadi as 
the utility has previously supplied 
electricity with capacity of 47 MVA 
to the company’s nickel smelter.  “The 
company (Huadi) will continue to 
increase (power) capacity in line with its 
requirement,” Ismail said.

Huadi started construction of its 
ferronickel smelter project in Papan Loe 
Village, Pajukukang District, Bantaeng 
Regency, South Sulawesi Province, 
since 2012. It has so far completed 
construction of two furnaces with 
combined capacity of 50,000 tons per 
day, and is in the process of developing 
four additional furnaces, targeted for 
completion in April 2021. 

Huadi plans to develop to additional 
furnaces in the future to make a total of 
eight furnaces. 

[MINERALNEWS]
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I
DX-listed base metal mining 
company PT Kapuas Prima Coal 
Tbk (ticker: ZINC) is seeking to 
increase sales of iron ore in the 

domestic market to capitalize on rising 
iron ore price since July of this year.

Kapuas said in a statement that the 
company holds an estimated 23 million 
tons of iron ore reserves.  The company 
conducted iron ore exploration activity in 
2008-2014, but was then suspended due 
to the low price of the commodity.

“Currently, ZINC sees a positive 
opportunity from the increase in the 
price of iron ore, which is in the range of 
US$120 per ton (Fe 62%),” said Director 
Hendra William in the statement.

“Based on these facts, ZINC is 
preparing to increase sales of iron ore for 
domestic sales within the next six months, 
with an average sales target of 30,000 tons 
per month. It is expected that increasing 

sales of iron ore in the domestic market 
can make a positive impact on ZINC’s 
performance,” he added.

In general, base metal commodity 
prices have improved since July 2020, 
the company said.  Price of zinc stood at 
around $2,721 per ton, while lead was in 
the range of $1,951 per ton, according to 
London Metal Exchange (LME) data on 
November 19, 2020.

In response to improving zinc and 
lead commodity prices which are Kapuas’ 
key mining products, the company said it 
has spent Rp 20.3 billion as of September 
2020 for the development and exploration 
of its mining areas.

Kapuas Prima’s potential mineral 
resources according to reports as of August 
2020 showed an additional potential of 
23.33 million tons from the previous data 
of 14.44 million tons in 2018.

 Kapuas said revenue in the nine-

month period ending September 2020 
reached Rp 380.46 billion and net 
profit of Rp 26.38 billion. “There was a 
performance correction due to the massive 
flood disaster in Central Kalimantan last 
July, which resulted in a delay of shipping 
schedules to buyers from September to 
October 2020,” the company said, but did 
not provide comparative figures for same 
period of last year.

“However, ZINC still sees very 
significant demand for commodities that 
the company produces,” Hendra said.

The company, he added, has shown 
quick response, by directly coordinating 
with the local government and all 
stakeholders in the location to improve 
road conditions affected by the flood.  
“It is expected that this coordination 
between all parties can resume road 
conditions back to normal as soon as 
possible,” the company said. 

[MINERALNEWS]
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A
SX-listed gold mining 
firm Kingsrose Mining 
Limited is now refocusing 
on  exploration program 

at its Lampung gold concession to 
secure sufficient ore inventory to restart 
production after production was ceased 
this year due to reserves depletion.

Chairman Mike Andrews told the 
company’s Annual General  Meeting that 
the company is now planning a drilling 
programme at Talang Santo resource 
base  with a key objective to demonstrate 
the potential for a large resource on 
which to base future development 
decisions.

 “It is recognized that the 
Company is very well positioned to 
restart production in the Way Linggo 
area which already has an efficient 
processing plant (which has consistently 
achieved over 95% recoveries), 

permitted tailings storage facility, haul 
roads and mine camp. In addition, we 
have recognized and proven operating 
expertise in Indonesia. However a 
decision to restart underground mining 
would require a substantial increase 
in the current resource inventory to 
support a significant production level,” 
Andrews said.

Two diamond drill rigs are already 
in action targeting resource expansion at 
Talang Santo. The objective will be to 
have a revised JORC compliant mineral 
resource estimate for Talang Santo by 
mid 2021.

In addition, an in-house team 
of exploration geologists is being 
recruited and a focussed exploration 
programme is planned to begin early 
in 2021 to systematically evaluate 
the potential of the other parts of the 
tenement by prospect level exploration 

and scout drill testing of all priority 
targets.

According to him, the company 
has identified more than twenty gold 
prospects in the company’s tenement at 
or near drill-ready stage that warrant drill 
testing for open-pittable and  the existing 
pits as well as more greenfield prospects 
which have good potential for discovery 
of new ore bodies.

Andrews also said that the cash of 
A$37 million in hand, the company is 
also scouting for acquisition and JV 
opportunities.

Through its 85% owned Indonesian 
subsidiary, PT Natarang Mining, 
Kingsrose holds a secure Contract 
of Work tenure over 100 sq km 
of Tertiary volcanic arc geology 
which is highly prospective for the 
discovery of additional epithermal gold 
mineralization. 

Kingsrose plans drilling campaign to bring back gold mine into production
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Baru Gold pays dead-
rent tax, inches closer to 
production

Canada listed junior miner Baru Gold 
Corp  announced that its subsidiary, 
PT. Tambang Mas Sangihe has paid 
the outstanding mining tax on the 
Sangihe gold project, North Sulawesi of 
approximately C$356,000.

The tax was paid to the representative 
office of the Ministry of Energy and 
Mineral Resources. The mining asset 
tax, colloquially referred to as “dead-
rent tax”, is a fee due annually to the 
government.  “This payment brings us 
current with all our financial obligations 
for the project,” the company said.

With the AMDAL environmental 
assessment completed earlier in August 
and now the dead-rent paid, the Operation 
License is the only remaining government 
administrative item outstanding before the 
project can advance to construction and 
operations, it added.

The company expects the Operations 
Production License to be granted within 
the next few months and the goal is to 
move towards construction and purchase 
of equipment for the Sangihe gold heap 
leach project immediately after issuance. 
“The Company has been actively taking 
steps to ensure we move smoothly and 
quickly into construction once this 
licence is issued.” It said. The Company 
is now awaiting the Operation License to 
advance the project to construction and 
production in 2021 without establishing 
mineral reserves supported by a 
feasibility study.

Once permitted and funding is 
raised, construction of heap leach will 
start with gold pour within six months 
from breaking ground with stage one 
production of 12 months at 1,000oz gold 
per month when the production plant is 
fully operational, it said.

The Sangihe gold-copper project 

is located on the island of Sangihe off 
the northern coast of Sulawesi and has 
an existing National Instrument 43-101 
inferred mineral resource of 114,700 
indicated and 105,000 inferred ounces of 
gold. The Company’s 70-percent interest 
in the Sangihe-mineral-tenement contract 
of work is held through PT. Tambang 
Mas Sangihe.

EU drops anti-dumping 
probe on RI stainless steel

The European Commission has 
terminated an anti-dumping investigation 
into hot-rolled stainless steel products 
from Indonesia after a European steel 
lobby dropped its complaints.

The Indonesian Ministry of Trade 
said that the decision ensures access to a 
key market for Indonesia’s steel industry, 
which has ramped up its production 
capacity in the past few years.

“Indonesia welcomes the European 
Union’s decision to cancel the 
investigation because from the start 
we believed that Indonesian products 
have always competed fairly in the 
European market,” Trade Minister Agus 
Suparmanto said in a statement.

“We will encourage the Indonesian 
industry to take advantage of this 
cancellation by improving the export 
performance of [hot rolled stainless steel]  
products to the European Union and 
proactively maintaining export access,” 
Agus said.

Indonesia began exporting the hot-

rolled stainless steel to the EU market 
in 2018, generating $99.3 million from 
the shipments that year. The export 
increased slightly to $100.5 million in 
2019 when the European Union Steel 
Industry Association (EUROFER) 
alleged dumping practices committed by 
Indonesian producers.

EUROFER accused Indonesia 
of providing incentives to producers 
through policies that prohibit or restrict 
mineral and metal scrap exports, reducing 
Indonesia’s raw materials’ price.

The European opened investigation 
on Indonesian steels in October last year.

Among the policies in contention was 
Indonesia’s decision to stop exporting 
ores containing more than 1.7 nickel, a 
critical ingredient for making steel. In 
Indonesian defense, Didi Sumedi, the 
director-general of foreign trade at the 
Trade Ministry, said the provision was 
not specifically directed to benefit the 
Indonesian stainless steel industry.

EUROFER unexpectedly withdrew 
their complaint in September, forcing the 
Commission to stop their investigation.

Hot-rolled stainless steel, widely used 
in construction, has become an important 
commodity among Indonesia’s exports. 
The country shipped $2.6 billion worth of 
hot-rolled stainless steel worldwide, up 
30 percent from $2 billion a year earlier, 
data from the Central Statistics Agency 
showed. In 2017, in Indonesia, the hot-
rolled stainless steel export value only 
reached $483 million. 

[MINERALNEWS]
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Babel to develop solar power 
plant in ex-tin mining area

The Bangka Belitung (Babel) Islands 
Provincial government has unveiled 
its plan to develop a solar power plant 
in a former tin mining area, aiming at 
boosting energy supply to the local 
business and community.

“There is an investor who is 
interested to develop a solar power 
plant in an ex-tin ore mining area,” 
Bangka Belitung Islands Governor 
Erzaldi Rosman said after a meeting 
with President Director of PT Ffaireness 
Indonesia Daya (FID) in Pangkalpinang.

The meeting discussed the planned 
investment for the development of a 4-5 
MW solar power plant, from the potential 
of 1,250 MW in the former tin-ore 
mining area, whose mining concession 
had been returned to the provincial 
government.

The discussion also covered the 
program to convert diesel-fuel generated 
power plants (PLTD) into renewable 
energy-based power plants in regions 
that do not have access to fossil fuel for 
power generation.

“We support investors who are 

interested in developing the solar 
power plant in the ex-tin ore mining 
area. Therefore, the area can stimulate 
economic development and the people’s 
economic activities,” he was quoted by 
Antara as saying.

President Director of PT FID 
Hari Suntoso shared the company’s 
commitment to supporting the Bangka 
Belitung government’s program to 
develop a solar power plant.

“After further discussion, we found 
that the (solar energy) potential in the 
ex-mining area was not as vast as the 
previous information from the Energy 
and Mineral Resources Ministry,” 
Suntoso noted.

Merdeka to complete FS of 
pyrite processing plant in 
January

IDX-listed gold and copper mining 
firm PT Merdeka Copper Gold Tbk said 
that the feasibility study (FS) for a 
proposed pyrite processing plant will be 
completed in January 2021.

Merdeka said in a September quarter 
report seen on Wednesday that the 
FS was being carried out by Beijing 

General Research Institute of Mining and 
Metallurgy and DRA Pacific Pty Ltd

 “The FS result will be announced in 
January 2021, and followed with decision 
on the establishment of a joint venture 
in early 2021,” Adi Adriansyah Sjoekri, 
Corporate Secretary of Merdeka, said 
separately to Petromindo.com.

Merdeka has entered into an MOU 
with Tsingshan to form a joint venture 
(JV) to develop the processing plant 
at Indonesia Morowali Industrial Park 
(IMIP) in Central Sulawesi.

The JV will purchase feedstock 
from the Wetar copper mines in 
Maluku Province which are operated 
by Merdeka’s subsidiaries PT Batutua 
Kharisma Permai (BKP) and PT Batutua 
Tembaga Raya (BTR).

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

The project development will require 
approximately 18 months to complete 
and is estimated to start operation in the 
first half of 2022.

The plant will process the feedstock 
to produce commercial grade sulphuric 
acid and high-grade iron ore pellets, and 
will also recover copper, gold and silver.

The project, known as Acid Iron 
Metal (AIM) Wetar/Morowali Project, 
is expected to produce 1 million tons 
of pyrite feed per year and to generate 
revenue of more than US$200 million per 
year for more than 20 years. Expansion of 
acid production to more than one million 
tons is also under investigation. 

https://www.merdekacoppergold.com/
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PLN to supply electricity  
to Macika nickel smelter  
next year

State-owned electricity firm PT 
PLN is ready to supply 5 MVA of 
electricity to a nickel smelter in Southeast 
Sulawesi owned by PT Macika Mineral 
Industri (MMI) next year when the 
smelter starts operation. 

“In accordance with the contract, 
the electricity will be supplied starting 
December 2021,” said Commerce 
Director and Customer Management at 
PLN, Bob Saril to Petromindo.com.

He explained that a power sale and 
purchase agreement between PLN and 
industrial customer normally is valid for 
a 15-year period.  Under power supply 
deals with smelter operators, PLN is 
also obliged to develop the required 
transmission lines.

The MMI nickel smelter, which is 
located in Konawe Selatan Regency, 
Southeast Sulawesi, is currently under 
construction, and is targeted to start 
operation next year.   The smelter will 
have installed production capacity of 
20,000 tons of nickel pig iron per year, 
with nickel ore requirement of 180,000-
200,000 tons per year.

MMI has appointed IDX-listed 
engineering and construction firm PT 
PP as EPC contractor of the smelter 
project which cooperates with a Chinese 
firm as supplier of the technology and 
machinery.

PYX to quadruple zircon 
production capacity in 5 
years

Australia’s National Stock Exchange-
listed zircon miner PYX Resources 
Ltd plans to increase installed production 
capacity by four fold from 1,500 tons per 
month currently to 6,000 tpm in the next 
five years, according to the company’s 
presentation.

The company’s Mandiri mine 
is located in Gunung Mas regency, 
Central Kalimantan and has started 
production since 2015. To date, the 
company said, it has produced more 
than 6,000 tons of zircon products, 
95 percent of which is sold to export 
markets in Asia and Europe.

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

Mandiri’s separation plant processes 
mineral sands ores to separate the 
valuable heavy mineral sand from the 
non -valuable and lighter gangue that 
makes up most of the input slurry .  The 
processing plant employs a typical, wet 
concentration process to produce a high 
–grade heavy mineral concentrate (85 
-95 % HMC).

PLN to supply electricity to 
BSI’s nickel smelter end 2021

State-owned electricity firm PT 
PLN said it will supply 100 MVA of 
electricity to a nickel smelter in Southeast 
Sulawesi owned by PT Bintang Smelter 
Indonesia (BSI) starting end of next year. 

PLN and BSI had in November 
of last year signed the power sale and 
purchase agreement.   “PLN is ready to 
supply the electricity to the smelter.  It’s 
currently still on schedule, the plan is for 
end of 2021,” said Director of Commerce 
and Customer Management at PLN, Bob 
Saril to Petromindo.com.

BSI’s nickel smelter project is 
located at Tinanggea District, Konawe 
Selatan Regency, Southeast Sulawesi. 
The smelter, which is located near the 
mine, will have installed production 
capacity of 100,000 tons of nickel 
pig iron per year, with nickel ore 
requirement of 900,000 tons per year, or 
75,000 tons per month. 

[MINERALNEWS]

https://web.pln.co.id/
https://web.pln.co.id/
http://pyxresources.com/
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Cita Mineral reports higher 
revenue

IDX-listed bauxite miner and alumina 
producer PT Cita Mineral Investindo 
Tbk saw revenue in the nine-month 
period ending September of this year 
increased by 24.46 percent, year-on-year.

According to the company’s financial 
report, net revenue in January-September 
2020 rose to Rp 3.46 trillion from Rp 
2.78 trillion. 

Cost of sales also increased to Rp 
1.71 trillion from Rp 1.40 trillion.  Gross 
profit increased to Rp 1.74 trillion from 
Rp 1.37 trillion. Net profit attributable to 
shareholders of parent entity, however, 
declined 5.22 percent to Rp 701.86 
billion from Rp 740.50 billion.

Cita Mineral entered bauxite mining 
business in 2005.  Through its 30 percent 
ownership in PT Well Harvest Winning 
Alumina Refinery, the company co-owns 
a smelter grade alumina (SGA) refinery in 
West Kalimantan Province with installed 
production capacity of 1 million tons per 
annum, which started operation in 2016.  

Other shareholders of Well Harvest 
are China Hongqiao Group Limited 
(56%), Winning Investment (HK) 
Company (9%), and Shangdong Weiqiao 
Aluminium and Electricity Co Ltd (5%).  
A second 1 MTPA-capacity SGA refinery 
is expected to start operation next year.

Trinitan to use IPO proceeds 
to finance nickel smelter 
project

IDX-listed PT Trinitan Metals and 
Minerals Tbk, which is engaged in 
metal and mineral processing, said it has 
decided to alter the use of proceeds from 
last year’s initial public offering (IPO).

Trinitan Director Widodo Sucipto 
said in a statement obtained Friday that 
the company has decided to cancel an 
initial plan to use part of the proceeds 
for financing a Pb electro-winning pilot 
plant and increasing production capacity 
of led electrolysis to produce pure lead 
with purity of 99.99 percent because of 
difficulties in getting supply of the high 
antimony raw material, which is imported 

and has increasingly become scarce. 
He said that the company will now 

use part of the IPO proceeds to finance its 
planned nickel smelter project. Trinitan 
on October 28 held a groundbreaking 
ceremony for its nickel smelter project 
located at the Special Economic Zone in 
Palu, Central Sulawesi.

Widodo said at the time that 
construction of the nickel smelter project 
is expected to be completed in a year, in 
the hope that it would start operation later 
next year.

Trinitan is teaming up with PT 
Bangun Palu Sulawesi Tengah in 
the smelter project that will use its 
hydrometallurgy step temperature 
acid leach (STAL) technology.  “In its 
operation, the smelter will utilize the 
STAL technology, which is a solution for 
the processing of low-grade nickel laterite 
in Indonesia, with efficient investment, 
but able to produce 99.96 percent nickel 
(LME grade), as well as nickel sulfate 
(NiSO4) and cobalt sulfate (CoSO4) 
battery grade,” Widodo explained. 

September 30, 2020 September 30, 2020

Amount (Rp) Amount (Rp)

PT Well Harvest Winning Alumina Refinery 397,395,902,475 335,198,624,750 PT Well Harvest Winning Alumina Refinery

Chalco Trading Hongkong Co Ltd 1,447,343,556,143 - Chalco Trading Hongkong Co Ltd

Glencore International Ag Ltd 518,147,781,690 - Glencore International Ag Ltd

Chun Yip Asia Investment Ltd 156,591,296,902 - Chun Yip Asia Investment Ltd

Hang Yue Tong Company Ltd 133,952,651,307 - Hang Yue Tong Company Ltd

King Metore International Trading Pte Ltd 112,499,872,926 308,086,376,170 King Metore International Trading Pte Ltd

Renhe Resources Limited 100,468,347,969 - Renhe Resources Limited

Xiamen Great Corporation 91,225,619,322 286,135,026,684 Xiamen Great Corporation

Topsun International Industrial Ltd Ltd 90,325,828,419 - Topsun International Industrial

Pengtai International Trading Pte Ltd 77,898,785,114 1,080,105,087,488 Pengtai International Trading Pte Ltd

Asiawide Resources Ltd 71,321,268,821 - Asiawide Resources Ltd

Combined Rich Company Ltd 55,942,621,314 - Combined Rich Company Ltd

Spring Treasure Global Ltd 55,054,425,233 - Spring Treasure Global Ltd

Xiamen Xiangyu Aluwin Co Ltd 53,705,979,470 - Xiamen Xiangyu Aluwin Co Ltd

NCM Resources Pte Ltd 51,735,426,953 27,076,654,700 NCM Resources Pte Ltd

Chalco Shandong International Trading Co Ltd - 674,726,493,215 Chalco Shandong International Trading Co Ltd

Others (below 50 billion) 47,826,629,637 76,094,753,561 Others (below 50 billion)

Total 3,461,435,993,695 2,787,423,016,568 Total

Breakdown of sales in 9-month ending September

http://www.citamineral.com/
http://www.citamineral.com/
https://trinitanmetals.co.id/
https://trinitanmetals.co.id/
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Pelita Samudera seeks to 
expand nickel transport 
business

IDX-listed PT Pelita Samudera 
Shipping Tbk (PSS), a logistic services 
company, is seeking to grab new 
customers from the nickel industry in 
Sulawesi as the company aims to expand 
non-coal transport volume.

PSS plans to open a new branch 
office in Kendari in the fourth quarter 
of 2020. The company currently serves 
two nickel smelter companies, namely 
Virtue Dragon in Southeast Sulawesi, and 
Tsingshan in Central Sulawesi.

“We participate as a partner 
in logistics for Virtue Dragon and 
Tsingshan. We decide to expand in 
Kendari by opening up a new branch 
office to (better) serve Virtue Dragon 
and Tsingshan,” Iriawan Ibarat, President 
Director of PSS, said in a virtual press 
conference.

Imelda Agustina Kiagoes, Corporate 
Secretary of PSS, added that the company 
transports nickel ores from the mines to 
Virtue Dragon’s smelter. “We have a 
five-year contract for nickel transport,” 
she said.

Meanwhile, PSS, according to 

Imelda, provides inter-island coal 
transport via mother vessel from 
coal-producing island of Kalimantan 
to Bahodopi, Central Sulawesi, for 
Tsingshan. “We have a number of coal 
transportation (deals) with Tsingshan,” 
she said. Tsingshan holds monthly coal 
transportation tender.

PSS has set a five-year plan to 
diversify into non-coal transport business.  
Coal transport currently accounts for 
80 percent of the company’s business 
volume, and non-coal accounts for 20 
percent. In the next five years, PSS aims 
to increase the share of the non-coal 
transport business to 47 percent.

Trinitan’s 1H revenue drops 
more than 63%

IDX-listed PT Trinitan Metals and 
Minerals Tbk, which is engaged in metal 
minerals processing, saw net revenue in 
the first half (1H) ending June of this year 
tumbled by 63.82 percent to Rp 107.08 
billion compared to Rp 295.96 billion in 
the corresponding period of last year.

According to the company’s first-
half 2020 financial report, cost of sales 
as per end of June of this year sharply 
declined to Rp 97.07 billion from Rp 

290.82 billion.
As a result, gross profit increased 

by 94.7 percent to Rp 10.01 billion 
compared to Rp 5.14 billion in the first-
half period of last year.

Set up in 2009, Trinitan’s main 
products include pure lead, antimony 
lead, calcium lead, tin lead, pure 
antimony, and high antimony, of which 
about 56 percent sold in the domestic 
market, and 44 percent exported.

The company currently operates a 
hydro metallurgy smelter in Bogor, West 
Java, with production capacity of 39,700 
tons per year, and plans to expand the 
capacity.

Trinitan, which went public in 
September of this year, held last month 
a groundbreaking ceremony for its 
proposed nickel smelter project located 
at the Special Economic Zone in Palu, 
Central Sulawesi.

Trinitan Director Widodo Sucipto 
said that construction of the nickel 
smelter project is expected to be 
completed in a year, in the hope that it 
would start operation later next year.

Trinitan is teaming up with PT 
Bangun Palu Sulawesi Tengah in the 
smelter project. 

https://www.ptpss.co.id/?lang=id
https://www.ptpss.co.id/?lang=id
https://trinitanmetals.co.id/
https://trinitanmetals.co.id/
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I
DX-listed miner PT Bumi Resources 
Minerals Tbk (BRMS) said an 
extraordinary general meeting of 
shareholders on Wednesday had 

approved the company’s rights issue plan.
The company said in a statement that 

more than 99 percent of the registered 
and attending shareholders approved the 
company’s plan of capital increase by 
granting the preemptive rights (rights 
issue transaction).

As had been previously reported, 
BRMS plans to issue a maximum of 
24,000,000,000 new Series B shares 
(and a maximum of 24,500,000,000 
new shares for Series II warrants once 
exercised). The proceeds from the rights 
issue transaction will be used for the 
following items:
 A.  Business development which 

includes:
-  Construction of a new plant with 

production capacity of 4,000 tons 
of gold ores per day. The plant is 
required to process the gold and 
silver ores into dore bullions from 
several prospects at the Poboya 
block in Palu, Central Sulawesi, 
and/or

-  Construction of mining support 
facilities and purchase of mining 
equipment, and/or

-  Drilling works in relation to the 
potential increase in gold & silver ore 
reserves from the prospects in Palu 
mine project, as well as the potential 
increase in copper, gold, silver ore 
reserves from the prospects in  
Gorontalo mine project.

B.  Settlement of the company’s 
payables and the company’s business 
units’ payables in relation to the 
company’s operational activities and 

the developments of the company’s 
business units, which include the 
preparation for the construction and 
operation of the first plant with 500 
tons of gold ores per day capacity 
(which has been operational since 
Feb 2020) that has already been paid 
by IDX-listed coal firm PT Bumi 
Resources Tbk.

C.  Working capital funding for the 
operational activities related to the 
gold & silver mine project in Palu 
(operated by BRMS’ subsidiary, PT 
Citra Palu Minerals) and the copper, 
gold, silver mine project in Gorontalo 
(operated by the BRMS’ subsidiary, 
PT Gorontalo Minerals).

Benefits of securing funds from rights 
issue and investment credit (SBLC):
1.  Construction of two additional plants 

with larger capacity (in Poboya, 
Palu) that will results in increased 
gold production, higher revenue, and 
larger profit.

2.  Massive drilling activities in the 
effort to increase the gold ore 
reserves and resources, mostly in 
Palu. This is expected to result in 
longer productive mine life.

Approved the change in the 
company’s capital structure. With the 
approval of the capital increase by 
granting the preemptive rights (rights 
issue transaction) in the first agenda, the 
company’s issued capital will increase 
by a maximum of 24,000,000,000 shares 
(and by a maximum of 24,500,000,000 
shares from the shareholders who 
exercise their rights to the inherent 
warrants attached to the new shares 
issued by the company in the rights issue 
transaction). 

BRMS shareholders approve rights issue plan

https://bumiresourcesminerals.com/
https://bumiresourcesminerals.com/
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Asiamet says $223m 
capex required to develop 
Kalimantan copper cathode 
project

Canadian mining firm Asiamet 
Resources Limited will require initial 
capital expenditure of US$ 223 million 
to develop BKM copper cathode project 
at its Kalimantan Surya Kencana (KSK) 
Contract of Work Area in Central 
Kalimantan.

According to the company’s 
presentation, the feasibility study results 
showed that BKM will be able to produce 
20,000-25,000 tons per annum of LME 
Grade A Copper Cathode  with initial 
mine life of up to 9 years with strong 
potential to convert Inferred Resources to 
extend mine life.

According to the presentation, 
production is slated to commence 
in 2022. The company has secured 
environmental permit, while forestry 
permit for production in process.

BKM has JORC Compliant 
Resources and Reserves containing 
416Kt Cu, 60Kt Zn, 26Kt Pb, 1.7Moz 
Ag, 8Koz Au with huge upside potential, 
the company said adding that it has 

identified four key target areas which 
are expected to add mine life and 
significantly enhance value.

Asiamet has agreed to sell KSK 
CoW to PT Waseso Indo Nusa (WIN) 
for $163.4 million, which will be paid in 
cash ($50 million) and 22.5 percent of 
WIN’s shares upon successful completion 
of WIN’s IPO ar the Indonesian Stock 
Exchange in March 2021.

Antam, CATL consortium 
plan lithium battery supply 
chain

State-controlled mining company PT 
Aneka Tambang Tbk (Antam) plans to 
develop a lithium battery industry supply 
chain in cooperation with a consortium 
of China’s Contemporary Amperex 
Technology Ltd (CATL).

Antam and the CATL consortium 
signed on Monday the principal 
cooperation agreement for the 
development of lithium battery industry 
supply chain in Indonesia.

“We appreciate Antam for realizing 
the mineral added value creation at home 
with the plan to develop lithium battery 
industry supply chain in Indonesia with 

the CATL consortium,” said Minister of 
Energy and Mineral Resources Arifin 
Tasrif, who witnessed the signing of the 
agreement, in a statement.

He expected Antam and CATL to 
pioneer the processing of low-grade 
nickel ores into raw materials for the 
production of battery for electric vehicle.   
“I expect that following the signing of 
this agreement, Antam and the CATL 
consortium could become a pioneer 
industry in the refining of low-grade 
nickel ores at home into raw materials 
for (the production of) electric vehicle 
battery,” Arifin said.

He explained that Indonesia 
holds potential to develop lithium 
battery industry as the country has 
huge resources of nickel, cobalt and 
manganese.

He said that the government will 
continue to push for the development 
of smelters at home, especially smelters 
that will produce nickel sulfate and 
cobalt sulfate.   “Currently, there are 
a number of companies which have 
developed smelters with hydrometallurgy 
technology, one of which is Antam,” 
Arifin said. 

https://asiametresources.com/
https://asiametresources.com/
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Timah seeks shareholder 
loan from MIND ID

IDX-listed tin giant PT Timah Tbk is 
seeking for a shareholder loan worth 
US$100 million from its parent state-
owned mining holding company PT 
Inalum or also known under its brand 
name of MIND ID to help refinance 
existing debt.

Wibisono, Director of Finance 
at state-controlled Timah, said that 
his company expected the proposed 
shareholder loan to be approved before 
the end of this year.

He was quoted on Tuesday by 
Investor Daily as saying that Timah has 
proposed the 1-year tenor loan to carry 
interest rate of less than 2.5 percent.

“We’re seeking to convert part of 
the US dollar based working capital loan 
into the shareholder loan.  This is natural 
hedging strategy, so that in case of sharp 
volatility in the exchange rate, the impact 
on profit and loss will not be so huge,” 
he said.

Timah’s outstanding bank debt as per 
early November totaled Rp 6.6 trillion, 
of which $126 million are in US dollars.  
The company’s creditors are from 
overseas and domestic.

The debt proposed to be replaced 
by the shareholder loan carries interest 
rate of 2.55-3 percent.  If the proposed 
shareholder loan is approved, it will ease 
the interest rate burden of Timah, and 
maintain a healthy net debt to EBITDA.

Wibisono said that Timah will not 
get new loan outside commitments 
which have been previously made.  The 
company has withdrawn debt worth 
US$30 million to help finance its ausmelt 
furnace smelter project in Muntok, 
Bangka Belitung Province, of which 
construction progress has now reached 
30.5 percent, and is targeted to be 
completed in January 2022.

PT Wijaya Karya Tbk is the 

contractor of the estimated $80 million 
project, which has been supported by 
financing from Finnvera, MUFG Bank, 
and Indonesia Eximbank.

Inalum’s 9-month revenue 
drops 21.80%

State-owned mining holding 
company PT Indonesia Asahan 
Aluminium (Persero) (Inalum), or also 
known under its brand name of MIND 
ID, reported a 21.80 percent drop in 
revenues in the nine-month period ending 
September 2020, year-on-year, amid an 
overall weak mining commodity price.

The company, which produces 
aluminum in North Sumatra, said in a 
financial report that revenue in January-
September 2020 fell to Rp 47.30 
trillion from Rp 60.49 trillion in the 
corresponding period of last year.

Inalum, which controls 51.2 percent 
stake in gold and copper giant PT 

Freeport Indonesia, and is the parent of 
state-controlled mining firms including 
coal miner PT Bukit Asam Tbk, tin 
giant PT Timah Tbk, and mining firm 
PT Aneka Tambang Tbk, saw cost 
of revenue in the nine-month ending 
September 2020 declined to Rp 39.40 
trillion from Rp 49.51 trillion in the same 
period of last year.

Gross profit in the January-September 
2020 fell to Rp 7.89 trillion from Rp 
11.04 trillion in the same period of last 
year.  Comprehensive profit attributable 
to shareholder of parent entity as per 
end of September 2020 dropped by 
62.34 percent to Rp 312.12 billion from 
Rp 829.89 billion in the corresponding 
period of last year.

In the first-half of this year, Inalum 
booked a net loss of Rp 1.84 billion 
compared to a net profit of Rp 641.42 
million in the same first-half period of 
last year. 

http://www.timah.com/v3/ina/home/
https://www.inalum.id/id
https://www.inalum.id/id
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ANALYSIS

Executive summary
Indonesia’s coal industry is currently 

facing tough questions with prices below 
breakeven for all but one of 11 listed 
companies, as highlighted in our three 
previous Indonesian coal industry reports.1 

To boost coal demand, the Indonesian 
government is exploring policies which 
support downstream coal processing 
in the hope of finding profitable value 
addition niches. 

One of the most advanced proposals 
is state-owned Tambang Batubara Bukit 
Asam’s (PTBA’s) proposed US$2 billion 
project in Sumatra for the construction 
of a coal gasification plant to produce 
methanol and subsequently dimethyl ether 
(DME). DME would then be used as a 
direct substitute in Indonesia’s domestic 
liquefied petroleum gas (LPG) sector. 

In a sign of the government’s 
commitment to a new generation of 
fossil fuel subsidies, the recently passed 
Omnibus Law now grants royalty relief for 
any downstream coal projects.

What top planners have missed, 
however, is that technical viability is 
not the same as financial viability. The 
coal-to-DME process has been tried in 
other coal-rich countries but it has never 
been deployed at scale. Although there 
have been studies on the technical and 
operating aspects of a DME project for 
Indonesia, the one report on the economics 
of DME uses 2018 data when the price of 

LPG was US$591/tonne.  This compares 
to the current price of around US$365/
tonne — a level which robs DME of its 
competitiveness as an LPG substitute. 

To test the financial viability of the 
proposed DME project, we used updated 
market prices and relevant coal sector project 
costs and compared these to costs from an 
operating DME plant in China as a proxy.

Our conclusion is that an Indonesian 
DME plant cannot be justified on 
economic terms. The proposed DME plant 
would lose US$377 million annually after 
operating and finance costs. This would 
exceed any savings from lower LPG 
imports by US$19 million.  

On this basis, IEEFA’s estimates 
indicate that the total per tonne cost of the 
proposed Indonesian DME plant would 
be US$470/tonne. This would value the 
energy in DME at nearly twice what 
consumers now pay for LPG. In the end, 
the Indonesian taxpayer will be paying 
more for less energy.

IEEFA’s view is that the numbers on 
the proposed DME project do not add up:
1. PTBA is proposing to spend US$2bn 

to build a DME plant to produce 1.4m 
tonnes of DME using 6.5m tonnes of 
coal annually. This is to replace 980kt 
of LPG imports. 

2. At the current LPG price of roughly 
US$365/tonne, the equivalent price of 
DME is a 30% discount or US$256/
tonne. We used the average 2016-2019 

non-coal DME production cost of 
US$300/tonne from listed company 
Lanhua in China, and the average 
Indonesian coal sector production cost 
of US$37/tonne, to derive our baseline 
costs. IEEFA estimates the total 
operating cost for the PTBA plant per 
tonne of DME would be US$470/tonne. 

3. IEEFA expects that the US$2bn capital 
costs will be wholly debt funded at 
around 3.8% per annum for interest 
expenses of US$76m. At a price of 
US$256/tonne, the DME plant will incur 
an operating loss of about US$215/tonne 
on 1.4m tonnes for a total operating loss 
of US$301m. When interest expenses 
are added in, the DME project will lose 
US$377m per year.

4. Thus, not only is the project left with 
debt of US$2bn that it cannot service, 
there will also be an annual operating 
loss of US$377m. In theory, this loss 
could be offset in part by annual cost 
savings of US$358m from lower 
LPG imports. In a best-case scenario, 
including LPG cost savings, the 
project would result in a loss to the 
government of Indonesia (GoI) of 
US$19m.    

Coal royalty exemption misses the point
Despite flaws in the business case for 

DME, provisions in the new Omnibus Law 
could result in further losses for the GoI. 
In line with the government’s focus on 

Proposed DME project in Indonesia  
(D)oes not (M)ake (E)conomic sense
Annual losses will be US$377 million, costing more than LPG import savings

1. IEEFA. Indonesia Coal: No Bailout, Don’t Throw Good Money After Bad. September 2020. Indonesia Coal at the Mercy of the 
Dragon and Tiger. June 2020. And, Can the Indonesian Coal Industry Survive COVID-19? May 2020. Annisa Muliahati, Eva Fathul 
Karamah	and	Ika	Kafiah.	Study	of	domestic	coal-based	dimethyl	ether	(DME)	utilization	to	reduce	LPG	import.	2018.
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resource nationalism, the new Omnibus 
Law offers a coal royalty exemption for 
any downstream processing of coal. One 
of the first potential beneficiaries of this 
new subsidy would be PTBA’s proposed 
DME project. 

Based on IEEFA’s analysis, however, 
the DME project does not make a strong 
case for the subsidy or downstream 
processing “value addition” given the 
potential for significant losses. Using the 
average royalty paid by 8 coal companies 
in 2019 to estimate the royalty subsidy 
for PTBA’s proposed US$2bn plant, 
if the plant uses 6.5m tonnes of coal 
annually, the royalty cost savings would 
be a US$5.0/tonne for a total saving of 
US$32m versus a loss of US$377m.

In IEEFA’s view, the DME project 
does not make economic sense and should 
not be considered a viable investment 

project that simply needs a modest push 
from a royalty subsidy. 

DME: Paying more for less energy 
Viewed through a policy lens, the case 

for subsidizing coal usage suffers in this 
case because high cost domestic DME is 
being positioned to compete with LPG — 
a cost-competitive alternative that already 
benefits from an established distribution 
chain.  The policy problem is made worse 
because the Indonesian taxpayer will be 
paying more to get less energy. 

The energy content of one kilogram 
of DME is 6,900 kcal compared to 11,100 
kcal for LPG. At the current LPG price of 
US$365/tonne, the matching DME prices 
should be a 30% discount (to reflect lower 
energy content) at US$256/tonne. This 
compares to the DME project production 
cost of US$470/tonne as indicated in the 

About IEEFA
The Institute for Energy Economics and 
Financial Analysis (IEEFA) examines 
issues related to energy markets, trends 
and policies. The Institute’s mission is 
to accelerate the transition to a diverse, 
sustainable and profitable energy 
economy. www.ieefa.org

About the Author
Ghee Peh
Financial Analyst Ghee Peh has worked 
in investment research since 1995, 
including at Jefferies, BNP Paribas, 
and UBS. He has covered Asian coal, 
cement, and metal companies. gpeh@
ieefa.org

Unit Current DME Project

Debt US$ m 0.0 2,000.0

DME project  

Operating losses pre finance US$ m -300.6

Finance expenses US$ m -76.0

Total losses US$ m 0.0 -376.6

LPG savings  

LPG purchased/substituted 000 tonnes 980.0 980.0

LPG price US$/tonne 365.0 365.0

LPG replacement savings US$ m 357.7

Financial position  

Net impact to GoI vs Current US$ m  -18.9

figure below.
The key issue is that technical viability 

is not the same as financial viability. At 
the technical level such a plant can be 
built, and we have identified a comparable 
plant using coal as a feedstock that has 
been operating in China. However, using 
the costs for that plant and the current LPG 
price of US$365/tonne to calculate the 
matching DME price, IEEFA estimates 
that this proposed project will have annual 
losses of US$377m after financing and 
operating costs, in addition to US$2bn of 
new debt. 

Appendix: Adjusted LPG prices and DME match 
price. We have calculated an adjusted LPG price 
and a DME match price. The methodology is 
outlined below.
• Adjusted LPG price: Indonesia imports LPG from 
Saudi Arabia based on the monthly LPG marker. 
This price is not publicly available except in media 
announcements. The August announced LPG 
price was US$365/tonne.  The monthly Texas 
spot propane (LPG) price is publicly available as a 
time series.  As at August 2020, the Saudi Arabia 
price was US$100/tonne higher. We adjusted the 
historical Texas LPG price by adding US$100/tonne 
to get a time series for the Indonesia import price.
• DME match price: DME contains 64% of the energy 
of LPG. DME is not a widely traded commodity. 
Other than the half yearly price received by Lanhua, 
the DME price is not publicly available. Also, due to 
the inland location and limited energy alternatives, 
the Lanhua DME price may not be as relevant to 
Indonesia. In order to estimate a likely time series 
for Indonesia, we applied a 30% discount to the 
adjusted LPG price. 

Indonesian Downstrearn Coal*Not Cost-Effective 
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$600 U.S dollars a tonne

The government is exploring plans to add coal-derived 
dimethyl ether (DME) to LPG in an e�ort to cut imports. 

Indonesian DME cost: $470 

Source: Indexmundi

*IEEFA estimates

IEEFA

DME price* 

LPG price*

*Please see Appendix 1 for calculation details.
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ASX-listed nickel firm Nickel 
Mines Limited reported that 
it has executed a binding 
Definitive Agreement 

with its partner Shanghai Decent 
Investment (Group) Co., Ltd  to acquire 
a 70% equity interest in the Angel 
Nickel Project, a development project 
comprising four RKEF lines and a 
captive 380 MW power station currently 
under construction within the Indonesia 
Weda Bay Industrial Park (IWIP) on 
Halmahera Island in Indonesia’s North 
Maluku province.

Further to the Company’s ASX 
release on 16 October 2020 announcing 

a Memorandum of Understanding 
(MoU) with Shanghai Decent for the 
Company to participate in Angel Nickel, 
the signing of this contractually binding 
Agreement formalises the Company’s 
investment opportunity, the company  
said in a release.

The company’s investment in Angel 
Nickel will be undertaken under a 
replica structure to its Hengjaya Nickel 
and Ranger Nickel investments, with 
Nickel Mines acquiring its interest in 
Angel Nickel through two Singaporean 
incorporated holding companies that will 
wholly own an Indonesian incorporated 
PMA operating company, PT Angel 

Nickel Industry (ANI), that will wholly 
own Angel Nickel’s RKEF lines and its 
captive power plant.

The Agreement provides for Nickel 
Mines to acquire its 70% interest in 
Angel Nickel in two tranches:
(i)  An initial acquisition, the ‘First 

Acquisition’, whereby Nickel Mines 
will acquire an initial interest of 
30% in Angel Nickel and 30% of all 
shareholder loans due to Shanghai 
Decent (and its affiliates) at cost 
of US$ 210 million (based on a 
valuation of $700 million) with this 
initial acquisition to be finalised by 
no later than 31 March 2021.

Nickel mines closer to acquire Angel Nickel project
By Romel S. Gurky

COMPANIES

https://www.nickelmines.com.au/
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(ii)  Under the ‘Second Acquisition’ 
Nickel Mines will acquire an 
additional 40% in Angel Nickel and 
40% of all shareholder loans due to 
Shanghai Decent (and its affiliates) 
at cost of $280 million (based on a 
valuation of $700 million) with this 
second acquisition to be finalised by 
no later than 31 December 2021.

The terms of the Agreement provide 
for Shanghai Decent to take a lead role 
in the design and construction of Angel 
Nickel with commissioning no later than 
16 October 2022 (subject to any force 
majeure event). The Angel Nickel project 
comprises:
(i)  four RKEF lines, with an annual 

nameplate production capacity 
of 36,000 tonnes of equivalent 

contained nickel in nickel pig iron 
(NPI);

(ii)  a captive 380MW power plant; and
(iii) ancillary facilities required for the 

operation of each of the RKEF lines 
and the power plant.

Actual construction costs for Angel 
Nickel shall not exceed $700 million 
with Shanghai Decent undertaking to 
indemnify ANI for any construction costs 
exceeding $700 million.

In addition to the standard suite 
of representations and warranties for 
an agreement of this type, notable 
commercial parameters in the Agreement 
include:
(i)  Deposit Amounts: Nickel Mines will 

make a $20 million ‘down payment’ 
to Shanghai Decent which, together 
with the $10 million ‘good faith 
payment’ paid on the execution of 
the MoU, results in Nickel Mines 
having a funding requirement of 
$180 million to complete the First 
Acquisition and secure its initial 
30% interest.

(ii)  Shareholder Approval: Completion 
of the transaction is subject 
to shareholder approval. An 
Independent Expert Valuation 
Report, which forms part of the 
Notice of Meeting, is nearing 
completion, with a General Meeting 
of Shareholders to approve the 
transaction expected to be held in 
late December 2020 or early January 
2021.

(iii)  Off-Take of NPI: Shanghai Decent 
irrevocably and unconditionally 
undertakes to procure all of the NPI 
product from ANI at market price 
for NPI in China and shall indemnify 
ANI for all and any losses, costs or 
damages should it fail to fulfil this 
obligation.

(iv)  Acquisition Funding: It is agreed 

that the acquisition consideration 
may be funded by debt funding and 
equity funding (or a combination 
of both) at Nickel Mines’ sole 
discretion.

The company also said that 
discussions with banks and other 
financial institutions are well progressed 
with acquisition consideration currently 
proposed to be 50% debt funding and 
50% equity funding although these 
percentages may, depending on market 
conditions, vary at Nickel Mines’ sole 
discretion. Further details on these 
arrangements will be announced in the 
near future when available.

Commenting on the signing of the 
Agreement to secure its participation 
in Angel Nickel, Managing Director 
Justin Werner said: “We are extremely 
pleased to have converted our initial 
MoU into a binding Agreement with 
Shanghai Decent and to have secured 
our equity participation in the Angel 
Nickel development project currently 
underway within the Indonesia Weda 
Bay Industrial Park. This transaction is 
transformative for the Company in that 
it will essentially double the Company’s 
NPI production capacity and provide 
us with operational footprints within 
what will be the two largest nickel 
production centres globally over the 
next decade. Additionally, this Weda 
Bay collaboration cements and further 
extends our excellent relationship with 
Shanghai Decent who have continued 
to deliver both exceptional operational 
performance across our existing shared 
projects and valued shareholder support 
to the Nickel Mines executive team. 
With construction of Angel Nickel 
already underway we look forward to 
providing regular updates to the market 
on the progress of this exciting new 
development project”. 
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IDX-listed gold and copper mining 
firm PT. Merdeka Copper Gold 
Tbk said that it has proposed 
for an extension of the long 

stop date for Pani JV Gold Project to 
allow additional time for conditions 
precedents to be satisfied.

The long stop date of the Pani JV 
agreement is 25 November 2020.

According to Merdeka, condition 
precedents include regulatory issues and 
approval from the JV partner’s lender.

“Merdeka has proposed an extension 
of the long stop date to allow additional 
time for conditions precedents to be 
satisfied. Joint development of the Pani 
project generates maximum value for all 
participants and Merdeka continues to 
pursue this outcome,” the company said.

Merdeka and another IDX-listed 
mining firm PT. J Resources Asia Pasifik 
Tbk have agreed to jointly develop their 
concession areas in Pani, Gorontalo 
Province.

Merdeka and J Resources have mine 
concessions adjacent to each other, 
namely PT Pani Bersama Jaya, which 
controls Pani tenement  (IUP), and PT 
Gorontalo Sejahtera Mining (GSM), 
which contains Pani project.  Pani IUP 

contains mineral resources of 89.5 million 
tons at a gold grade of 0.82 g/t for 2.37 
million ounces of gold and J Resources 
has previously reported that the Pani 
Project contains a mineral resource of 72.7 
million tons at a gold grade of 0.98 g/t for 
2.3 million ounces of gold.

The GSM mining contract of work 
is divided into three  separate land 
blocks; Pani Project, Bolangitang block 
and Bulagidun block. J Resources will 
retain its full economical interest at the  
Bolangitang and Bulagidun blocks.

In January this year, the two 
companies decided to form a venture to 
jointly develop their mines, which was 
initially expected to close in the third 
quarter of this year.   Merdeka said it will 
get 40 percent of the economic benefit of 
the project and will control  the JV.

Merdeka said earlier that the JV  may 
be able to produce 250,000 ounces per 
year for more than 15 years from their 
combined project.

Merdeka said the Pani JV has paused 
its ongoing drilling program pending 
completion of the agreement.

Production
Meanwhile, the company sees 

its gold production this year to drop 
significantly due to subsided heap leach 
pad at its Tujuh Bukit mine in East Java.

The company said in its September 
2020 Quarterly Report that total 
production for 2020 is expected to be in 
the range of 154,000 to 160,000 ounces 
of gold, far lower than 2019 production 
of 223,042 ounces.  The company also 
said that 2021 production will also be 
impacted but did not give further detail.

The company reported that gold 
produced during the third quarter 
was 42,997 ounces with year to date 
production at 151,820 ounces.

On 12 September 2020, a portion of 
the ore that was stacked on the front face 
of the heap leach pad subsided, causing 
open cut mining activities, operation of 
the ore preparation plant and irrigation of 
the heap leach pads to be suspended.

The company is working on a 
remediation plan that addresses the 
causes of the slump at the heap leach 
pad which includes irrigation of partially 
leach ore on pad B in January2021 to 
allow production to resume. “Ore can 
then be stacked on the new liner on pad 
A in April 2021 with leaching across 
both pads A and B commencing in 
July 2021. Production plans are being 
optimized and a full update of the costs 
of the remediation plan and production 
will be provided early in 2021,” the 
company said.

The company also reported At 
the Wetar Copper Mine, in Maluku,  
development of the Partolang open pit 
commenced with mining operations at 
that pit commencing in October 2020. 
Copper produced in the quarter was 1,434 
tonnes of copper at an AISC of $4.14/lb. 
The figure was higher than the previous 
quarter’s production of 1,141 tonnes.

Year to date production was 4,360 
tonnes at an AISC of $4.27/lb, the 
company said. 

Merdeka proposes extension of Pani joint development deal

https://www.merdekacoppergold.com/
https://www.merdekacoppergold.com/
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IVECO gets closer to customers  
in East Java

Chakra Jawara, IVECO’s long-time distributor in Indonesia, recently has 
inaugurated a new 3S dealership in Surabaya, Indonesia. It shows IVECO’s 
strong commitment to getting closer to both existing and prospective customers 
in East Java Province.

The 1,200 square meter facility, inaugurated on November 3rd, has been designed and 
developed to provide the most efficient sales, spare parts, and service support for the full 
IVECO product range.

COMPANIES
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The new Surabaya Branch will 
provide sales and after-sales service 
solutions to customers in Eastern 
Java. Through the implementation 
of IVECO and Chakra Jawara 
processes and best practices, it 
will raise the bar in customer care, 
customer satisfaction, and efficiency. 
The service workshop features two 
working bays equipped with the 
latest tools and equipment for truck 
diagnostics, service, and repair.

The inauguration ceremony was held 
in the facility with the participation of 
Teophilus Bambang Wira as Director 
at Chakra Jawara, and Michelangelo 
Amelia, Business Director for IVECO 
South East Asia and Japan, both through 
video conference.

“It is with great pleasure that today 
we mark another milestone with our 
long-term partner Chakra Jarawa. It 
is a testament to IVECO and Chakra 
Jawara’s continuous investment in our 
network and products, as well as our 
commitment to all our customers. The 
Surabaya branch sets a new standard in 
terms of design and efficiency. I would 
like to thank everyone for the hard 
work, dedication and passion. We are 
UNSTOPPABLE,” said Mr. Amelia 
during the ceremony.

The new facility is part of the “the 
Network Expansion Program” initiated 
by Chakra Jawara, which focuses on 
the business strategic vision for 2020 
- 2025. In spite of the tough economic 
and business environment due to the 
COVID-19 pandemic, IVECO has 
strengthened its ranking in the top 3 
players in Indonesia’s European Truck 
Segment.

Rudhi Wibawa R, General Manager 
Commercial & Marketing of Chakra 
Jawara, said that the new IVECO’s 
3S dealership is the eighth branch in 
Indonesia and it provides some benefits 

for existing customers in East Java and 
helps them to achieve more productive 
and efficient operations. One of IVECO’s 
customers in the province is a gold and 
copper mine operated by subsidiary of 
PT Merdeka Copper Gold Tbk.

“Lead time and supply process 
will be much faster since the 
spare part supply was previously sent 
from Jakarta. Customers may also 
have component remanufacturing 
in Surabaya instead of Jakarta as 
we have an equal remanufacturing 
standard,” Rudhi said. By having faster 

lead time and maintenance services, 
the operating units can work more 
optimally.

Chakra Jawara and IVECO serve 
not only off-road customers but also 
on-road customers in East Java. There are 
a number of existing on-road customers 
from logistic providers, such as fuel 
carriers. “We have some prospective 
customers in the province,” Rudhi said.

To provide better after sales services 
for existing customers, Cakra Jawara 
has a mobile service that ready to help 
anytime and anywhere. 
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PT J Resources Asia Pasifik Tbk.
A Trophy of Commitment and Consistency 

Commitment and consistency 
in implementing good mining 
practice in every activity 
of the mining operation 

gets appreciated. PT J Resources 
Bolaang Mongondow, a subsidiary 
company of PT J Resources Asia 
Pasifik Tbk. (PSAB), just received an 
award for becoming the best company 
in implementing Good Governance in 
Mining Technicalities in the Mineral 
Commodities Group category. Adequate 
mining activities cannot be separated 
from these two aspects, namely, safety 
and good environmental management. 
They are the important parts of Good 
Mining Practice. Every mining company, 
in its operation, should prioritize these 
two aspects. And they have been done by 
PT J Resources Asia Pasifik Tbk and its 
subsidiary companies.  

The strong commitment of J 
Resources in implementing good mining 

practice has been fruitful, because one of 
its subsidiary companies, PT J Resources 
Bolaang Mongondow (JRBM), is awarded 
as the best company in implementing 
Good Mining Practice in Mining 
Technicalities in the Mineral Commodities 
Group category. The award was given 
by the Ministry of Energy and Mineral 
Resources, represented by the Directorate 
General of Minerals and Coal. 

Participants of the regular event 
in the midst of celebration of the 75th 
anniversary of Indonesian Mining 
Industry include representatives of a 
number of mining companies and mining 
services companies. The event was held 
offline by implementing the strict health 
protocols. JRBM, the holder of the work 
contract of Bakan gold mine concession, 
is awarded the best of big-scale mineral 
mining companies. The award was 
handed over by the Director General of 
Minerals and Coal, Ridwan Djamaluddin, 

to the President Director of J Resources, 
Edi Permadi, and the event was virtually 
witnessed by the Minister of Energy 
and Mineral Resources (ESDM), Arifin 
Tasrif. 

In his welcoming speech at the 
event, the ESDM minister, Arifin Tasrif, 
reminded the audience on various 
challenges faced by the mining industry, 
eventually having environmental impacts 
and safety risks.

Minister Arifin Tasrif expressed 
his hope that the awarded company 
could set the example for the entire 
mining business community on the 
implementation of good mining practice. 
Besides that, the mining business 
could provide a balanced opinion that 
mining activities would only damage 
the environment and have negative 
impacts on the social life. “I congratulate 
the companies of the mining business 
and mining services business for your 
outstanding achievements. I hope you can 
be the role models for the good mining 
practice,” the minister said.

In the event, the Director General of 
Minerals and Coal, Ridwan Djamaluddin, 
explained that assessments on good 
practice in mining technicalities cover the 
minerals and coal mining technicalities, 
safety, environment, conservation, 
standardization, also minerals and coal 
services businesses.

“We believe that the award is not 
the prime goal but it is an instrument 
of appreciation to the parties for their 
good governance. We also hope that 
this can push other companies toward 
management of mining technicalities 
that meet the standards, even beyond 
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compliance,” Ridwan said.
Meanwhile, the President Director 

of J Resources, Edi Permadi, admitted 
that he was so proud of the achievement. 
“This is the fruit of the hard work 
involving the entire team. We always 
prioritize the aspects of safety and good 
management of the environment. The 
result of having the commitment is the 
appreciation. This will push us to be 
better and better going forward,” he said.

Edi also acknowledged that it was 
not easy to operate the mining business 
during the Covid-19 pandemic. The 
condition has its own challenges 
that it was not easy to maintain the 
sustainability of their operation. 
“However, we try to maintain the 
production according to the mining plan 
in the main ridge and campsite areas in 
Bakan,” Edi said.

Edi also confirmed that the mining 
world has five main pillars, namely; 
Capital, Technology, Manpower, Rules 
and Regulations, and Environment – 
Social Licenses. A company would be 
considered successful in implementing 
Good Mining Practice (GMP) if they 
meet the requirements in the aspects 
of environment, health and safety, 
assets, employees, and surrounding 
communities.

Starting the Development of Doup 
Mining

Still facing challenges related to 
Covid-19 pandemic, J Resources started to 
develop one of its assets, a doup mining. 
“We are in the process of preparing the 
construction of a doup mining owned by 
PT Arafura Surya Alam (ASA), planning 
to have additional production in the 
fourth quarter of the year 2021, with the 
amount of production similar to that of 
Bakan mining. Besides that, we are doing 
green field projects in Bolangitang and 
Bulangidun,” Edi Permadi elaborated.

In establishing the Doup Mining, 
ASA has already signed a cooperation 
agreement with the state-owned 
electricity company PT PLN (Persero) 
that would provide the electricity 
power supply to the Doup Mining. 
In the agreement, PT PLN would sell 
the electricity power under the silver-
premium industry tariff LI-3/20 MVA.

The cooperation agreement was 
signed virtually by ASA Director Budi 
Santoso, and the General Manager of 
PT PLN’s Master Unit of North, Central 
Sulawesi and Gorontalo, Leo Basuki 
Bremani.  

In the occasion, ASA Director 
Budi Santoso confirmed that the 
signing was an important milestone 
in the Doup Mining development. 
“The commitment and surety for a 
sufficient supply of electricity power 
to the Doup Mining given by a reliable 
party such as PT PLN has assured us 
that we will be able to reach the target 
of completion of the Doup project 
construction in the fourth quarter of 
2021,” Budi said.

ASA has also decided on the 
appointment of the contractor for the 
Doup Mining. The appointment has 
gone through a process in several stages 

of selection, starting from the tender 
offering and document verification.

Besides developing the Doup Mine, 
J Resources, working with the central 
and local governments, also the law 
enforcement authorities have started 
the preliminary process of mining 
activities in Jalina and Tapagale areas. 
These two areas are under the work 
contract of JRBM.

As we all know, besides Bakan Mine 
in North Sulawesi province, J Resources, 
through its subsidiary company, PT Sago 
Prima Pratama, also owns gold mines 
in Seruyung, North Kalimantan, and 
Penjom, Malaysia, under J Resources 
Gold (UK) Ltd. Besides that, J Resources 
is conducting green field projects in 
Bolangitang and Bulangidun.

Related to mineral conservation, 
Penjom Mine has managed to implement 
a better flotation process using the 
technology in which the company can 
recover the minerals in the tailing facility.

“We have prepared the technology 
to accommodate the challenges on the 
utilization of the waste, which can extract 
the low-level minerals, and process the 
remains to become the dry tail that has 
better environmental compliance,” Edi 
Permadi said. 
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Pertamina Patra Niaga keeps expanding

PT Pertamina Patra Niaga, 
commercial and trading 
subholding of PT Pertamina 
(Persero), just like all industry 

players, has to deal with the adverse 
impact of COVID-19 pandemic. Yet 
the unprecedented condition during 

the year may not halt Pertamina Patra 
Niaga in expanding its businesses.

The total fuel sales as of November 
2020 reflected a 14 percent decrease 
compared to the same period in 2019. 
The lowest level occurred during 
April-May period this year when 

COVID-19 pandemic unleashed its 
hardest hit in the country. Starting 
from June, the fuel consumption 
showed gradual recovery but it has 
yet reached the daily pre-COVID 
consumption trend. 

“We keep offering innovations and 
providing value-added for consumers 
such as fuel, LPG and lubricant 
delivery services,” Mars Ega Legowo 
Putra, Director of Business Planning 
and Development at Pertamina Patra 
Niaga, said.

Pertamina Patra Niaga always stands 
by on Call Center 135 for complaint 
handling and product purchasing. 
Moreover, the company also facilitates 
both retail and B2B customers by using 
digital channel MyPertamina.

During the current pandemic 
situation, Mars Ega stated that 
Pertamina Patra Niaga is fully 
committed in implementing standard 
health protocol to all its fuel stations, 
agents and other fuel retailers. “We 
ensure that all Pertamina’s service 
locations are COVID-free as we 
routinely spray disinfectant to all service 
locations,” he said.

Even during pandemic, Pertamina 
Patra Niaga maintains the full operations 
of its services locations and maximizing 
the storage capacity at the fuel stations 
by coordinating with partners. “We 
provide credit facility for fuel station 
owners,” Mars Ega said.

Pertamina expects the economic 
condition will eventually recover and 
get better next year since COVID 
vaccines will be available soon. Hence, 
the company secures the national fuel 
stocks by improving the infrastructure. 
“We also aggressively expand our fuel 

Mars Ega Legowo Putra, Director of Business Planning and Development at Pertamina Patra Niaga

COMPANIES
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distribution network by adding more 
Non-PSO fuel outlets and Pertashop 
across the country,” Mars Ega said.

Pertamina complies with all 
government regulations on energy 
for instance Regulation of Ministry 
of Energy and Mineral Resources No 
12/2015 regarding energy mix where 
renewable energy will contribute 23 
percent of total energy mix by 2025.

“We are fully supportive on B30 
usage. Currently, all Pertamina’s 
biosolar products at the fuel stations 
comply with B30 usage regulation,” 
Mars Ega said. He added that 
Pertamina ensures all high-quality 
specification products are complying 
with implementing regulations.

Pertamina has a wide range and 
complete product variants comprises of 
fuel, LPG, lubricants and petrochemicals 
which are supported by reliable 
infrastructure. These benefits offer a one 
stop energy solution for customers.

Pertamina is the only oil and gas 
company that owns six domestic 
refineries across Indonesia. It also has the 
largest distribution network (fuel stations, 
LPG agents and outlets) in the country.

It does not stop there since Pertamina 
keeps expanding and there are some 
expansion plans are underway. The 
company plans to expand petrochemical 
business through Refinery Development 
Master Plan (RDMP) program and 
strengthening Pertamina Petrochemical 
trading arm. 

“We are also considering to expand 
our business to overseas,” Mars Ega said.

Moreover, anticipating the growing 
global trend of electric vehicle, Pertamina 
also eyes the promising business. “The use 
of electric vehicle keeps increasing.” 
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Grand Tjokro Hotel Yogyakarta Terbaik 2 - 
Kategori Restoran Hotel Tingkat Nasional

Yogyakarta, 17 November 2020, 

Dalam rangka Hari Kesehatan 
Nasional (HKN) dirayakan pada tanggal 
12 November setiap tahunnya. Dan 
perayaan Hari Kesehatan Nasional 2020 
ini cukup berbeda dengan tahun-tahun 
sebelumnya. Dengan situasi pandemi ini, 
Kemenkes RI mengangkat tema “Satukan 
Tekad Menuju Indonesia Sehat” dengan 
sub-tema “Jaga Diri, Keluarga dan 
Masyarakat, Selamatkan Bangsa dari 
Pandemi Covid-19”. Tema ini pun cukup 
unik dibanding tahun-tahun sebelumnya 
karena didasari oleh situasi pandemi.

Dalam rangka Hari Kesehatan 
Nasional (HKN) ke-56, Kemenkes RI 
mendorong kebangkitan usaha di era 
adaptasi kebiasaan baru salah satunya 
adalah mengapresiasi kepedulian para 

pengusaha tempat pengolahan pangan 
dalam mencegah penularan Covid-19 
dengan menerapkan protokol kesehatan 
pencegahan Covid-19. Kemenkes RI 
telah menginisiasi kegiatan pemberian 
penghargaan penerapan protokol 
kesehatan bagi Tempat Pengelolaan 
Pangan (TPP). Salah satu contohnya 
pelaku usaha jasa boga, rumah makan/
restoran, dan sentra pangan jajanan 
sejenisnya yang bertujuan untuk 
memastikan penerapan protokol 
kesehatan (Prokes) pencegahan Covid-19 
sudah sesuai standar dan aturan. Atas 
dasar itu Kementerian Kesehatan akan 
memberikan sertifikat penghargaan 
kepada para pelaku usaha pangan olahan 
siap saji dengan mekanisme dan kriteria 
yang telah ditentukan.

Dengan melalui tahapan penilaian 

yang panjang dan ketat serta indikator 
penilaian yang meliputi realisasi 
penerapan protokol kesehatan 
Covid-19, dokumen (administrasi) 
sebagai bukti konsistensi serta inovasi-
inovasi yang diterapkan, Grand Tjokro 
Hotel Yogyakarta salah satu Hotel 
bintang empat yang berada dibawah 
management SAS Hospitality, berhasil 
mendapatkan urutan terbaik ke – 2 
dalam kategori Restoran Hotel yang 
dimana juga bersaing dengan Restoran 
Hotel tingkat Nasional. 

Acara Pemberian Penghargaan Bidang 
Kesehatan Lingkungan Kategori Restoran 
Hotel Tahun 2020 tersebut diterima 
secara virtual dengan video conference 
melalui aplikasi Zoom dan livestreaming 
melalui kanal youtube Kementerian 
Kesehatan pada tanggal 17 November 
2020 yang diselenggarakan langsung oleh 
Kementerian Kesehatan RI.

Dengan penghargaan yang diberikan 
ini pun Grand Tjokro Hotel Yogyakarta 
kedepannya semakin berkomitment untuk 
terus mempertahankan dan meningkatkan 
inovasi-inovasi terbaru dalam rangka 
menerapan protokol kesehatan di 
hotel terutama untuk semua karyawan 
maupun tamu-tamu hotel. Liburan atau 
perjalanan bisnis bisa tetap nyaman 
dan aman dengan jalankan protokol 
kesehatan ini bersama demi keselamatan 
kita semua. Kita tidak boleh menyerah 
atau putus asa, sesuai dengan tema 
yang diberikan pemerintah. Lakukanlah 
protokol kesehatan dan terapkan budaya 
hidup sehat, bersama kita bisa melawan 
pandemi Covid-19 ini.

COMPANIES
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Grand Tjokro Hotel Yogyakarta 2nd Best - 
National Level Hotel Restaurant Category

Yogyakarta, 17 November 2020, 

In the framework of the National 
Health Day (HKN) is celebrated on 
12 November every year. And the 
celebration of National Health Day 
2020 is quite different from previous 
years. With this pandemic situation, the 
Indonesian Ministry of Health raised 
the theme “Unite the Determination 
Towards a Healthy Indonesia” with 
the sub-theme “Take Care of Yourself, 
Family and Society, Save the Nation 
from the Covid-19 Pandemic”. This 
theme is also quite unique compared to 
previous years because it is based on a 
pandemic situation.

In the framework of the 56th 
National Health Day (HKN), the 
Indonesian Ministry of Health 
encourages the revival of businesses in 
the era of adapting new habits, one of 
which is to appreciate the concern of 
entrepreneurs in food processing places 
in preventing Covid-19 transmission by 
implementing the Covid-19 prevention 
health protocol. The Indonesian 
Ministry of Health has initiated the 
awarding activity for implementing 
health protocols for Food Management 
Places (TPP). One example is business 
actors in catering services, restaurants 
/ restaurants, and similar hawker 
centers that aim to ensure that the 
implementation of health protocols 
(Prokes) for the prevention of Covid-19 
is in accordance with standards and 
regulations. On that basis, the Ministry 
of Health will issue certificates of 

appreciation to fast food processed 
business actors with predetermined 
mechanisms and criteria.

By going through long and 
rigorous assessment stages and 
assessment indicators which include the 
realization of the implementation of the 
Covid-19 health protocol, documents 
(administration) as proof of consistency 
and applied innovations, Grand Tjokro 
Hotel Yogyakarta is one of the four star 
hotels under the management of SAS 
Hospitality , managed to get the 2nd best 
place in the Hotel Restaurant category 
which also competes with the National 
Hotel Restaurant.

The 2020 Hotel Restaurant Category 
Environmental Health Award Ceremony 
was received virtually by video 
conference via the Zoom application and 

livestreaming through the Ministry of 
Health’s youtube channel on November 
17, 2020 which was held directly by the 
Indonesian Ministry of Health.

With this award, Grand Tjokro 
Hotel Yogyakarta will be increasingly 
committed to maintaining and 
improving the latest innovations 
in implementing health protocols 
in hotels, especially for all hotel 
employees and guests. Vacations or 
business trips can remain comfortable 
and safe by following these health 
protocols together for the safety of all 
of us. We must not give up or give up 
hope, according to the theme given 
by the government. Carry out health 
protocols and apply a culture of healthy 
living, together we can fight the 
Covid-19 pandemic.
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INTERVIEW

Manambang delivers solid sales 
performance despite pandemic

In the 10-month ending October of 
this year, sales volume has reached 
1.3 million tons, 400,000 tons 
higher than realized sales volume 

of 900,000 tons for the whole of last 
year.  Around 60 percent of sales went to 
the export market, and 40 percent to the 
domestic market.

Director of MME, Agustinus 
Thamrin told Petromindo.com’s Thomas 
Sembiring in a recent interview that the 
company initially set a sales volume target 
of 900,000 tons for this year, the same as 
last year, but in the middle of the year, 

the company adjusted upward the sales 
volume target, and so far has been able to 
deliver stronger performance.

Amid the current pandemic-induced 
global economic downturn and lingering 
uncertainty, it’s difficult to properly make 
a projection for next year, Agustinus said.

Following are excerpts of the 
interview.

Question: How do you assess the 
current coal market condition?

Actually, there aren’t much changes in 
the market condition.  While international 

indexes have risen, there are fears that the 
increase is only temporary.

China currently won’t buy Australian 
coal, which are then absorbed by India. 

There aren’t also much changes in the 
domestic market.  Especially in Q4 (fourth 
quarter), it’s in fact at the bottom.  If we 
sell to PLN (state electricity firm), the 
price used will be the Q3 price average 
in September which was the lowest, as 
seen in the HBA (coal reference price).  
So, there’s no significant increase in the 
domestic market.  We’re also facing slight 
difficulty in getting domestic buyer.

South Sumatra coal miner PT Manambang Muara 
Enim (MME) has delivered solid sales performance and is 
on track to meet the full-year target of 1.5 million tons. 

C
A

 | L
uc

ky
 G

in
tin

g

http://www.mm-energi.com/
http://www.mm-energi.com/


COAL ASIA NOVEMBER 29 - DECEMBER 29, 2020 69

But for export, we have secured (sales) 
for December and the first quarter of next 
year.  We have secured the contracts.

So until end of October, sales is 
estimated at around 1.3 million tons, 
compared to full-year target of 1.5 
million tons.  We’ll be able to achieve the 
remaining 200,000 tons, hopefully there 
will be no problems.  Probably we can 
even slightly exceed the target.

In terms of production, it follows sales.  
Probably (production) would be higher 
for stock purposes.  So, production (in 
2020) will probably be around 1.6 million 
tons.  It’s now rainy season, which creates 
various problems bot for the mines and 
hauling roads.  

What about your markets this year?
In terms of market, it’s about the 

same as last year’s markets, except there’s 
additional market in South Asia, Pakistan.

What is the export volume to 
Pakistan.  Is it long-term contract?

It’s spot (sales).  It’s a new market 
(for MME), with shipment scheduled 
in November or early December.  The 
volume is about 55,000 tons, Supramax.

Hopefully, it could lead to long-term 
contract.

How many long-term contracts do 
you have? 

Actually, we don’t have any long-term 
contract.  We only have annual contract 
with PLN (state electricity firm) and 
private (companies).  This is because there 
was no certainty regarding infrastructure 
condition.  The (use of) public road (for 
coal transport) had been banned.  So, 
we could only use barge.  In August, 
we started using railway, but there were 
still obstacles such as in terms of loading 
station and hauling road that must be 
developed as the coal must be transported 
(from the mines) via hauling road to the 

loading station.  Not all mines are ideally 
located near the loading station.

How long is your coal transport 
contract with KAI (state railway 
operator)?  

It’s for five years.  It’s currently in 
trial year because many (supporting) 
infrastructures have yet to be stable.  We’d 
just started in August, not much (coal 
transport volume), probably averaged 
around 50,000 per month starting in 
August (about 200,000 tons until end of 
the year). 

Have you secured new sales 
contracts?

Yes, volume basis, about a few 
hundred thousand tons, probably for a 
period of six months ahead.  We have 
secured (contracted) about 25 percent of 
(production) for next year.  

Is there opportunity for increasing 
production next year?

Actually, there is.  However, we 
look at the (coal market) condition is 
not yet stable.  So, we think it (2021 
coal production target) will be about the 
same as this year.  The coal production 
(performance) this year has been supported 
by the fact that in the first three months 
there was no pandemic.  

Looking at the current condition, how 
would you foresee the coal market next 
year?

Many countries will protect the 
interest of their domestic businesses 
such as China, which sets import quota 
to protect its own coal industry.  And, 
there’s political decision to no longer 
buy coal from Australia.  Automatically, 
the coal will have to be moved to other 
destinations.

And there’s the Covid-19 pandemic 
which has yet to be overcome.  So, we 
don’t know what the economic growth rate 

will be (for next year). 
The daily new Covid-19 cases in 

Indonesia must also be noticed.  So, 
we see that next year (coal production 
target) will be about the same as this 
year.  It will be quite tough to increase 
production.  In the meantime, we’ll be 
semi conservative.

Some coal miners are export oriented.  
If the export market weakens, they will 
turn to the domestic market, where they 
will compete and engage in price war.

What if lockdowns are re-imposed in 
the export destination countries?

The second wave (Covid-19 
pandemic) has started.  New Covid-19 
cases have increased again.  So, we must 
be on alert.  Do what’s already on hand.  
We’ll keep on servicing a few niche 
markets which have been using our coal. 

What about issues at home, such as 
the new mining law?

The government has been encouraging 
coal miners to enter the downstream 
business.  But the downstream technology 
is relatively new which has yet to be 
(commercially) proven.  In the case of 
state miners, they already have the buyers 
(for the downstream product).  They also 
have financial support. 

It’s a different case with private 
(mining companies).  Probably, the 
(private miners) will also move toward 
that direction (downstream business), but 
will take time. 

Any corporate action plans such as 
acquisition of new coal asset?

Not yet.  The important thing is to get 
out first from the quarantine.  Actually, 
the use of KAI’s railway infrastructure 
(for coal transport) that we have just 
started (is a corporate action) to increase 
production.  This is the latest progress in 
the last 10 years. 
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PWP provides reliable fuel supply 

Mining activities that 
run 24 hours a day 
and seven days a 
week require reliable 

fuel supply which ensures to ensure 
sustainable operations. Parama Energi, 
is the brand name of PT Prima Wiguna 
Parama (PWP), is strongly committed 
to delivering reliable fuel supply for 
miners and supporting them as a long-
term partner.

Moreover, PWP, a fuel supplier and 
part of PT ABM Investama Tbk (ABM), 
offers quality and reliable fuel supply 
with the competitive price for miners 
since the company fully understands 
about the current challenging condition. 
Fuel cost contributes a large share of total 
production costs in mining activities, so it 
is imperative for miners to have quality, 
reliable supply with more competitive 
fuel price at the same time.

As part of ABM’s integrated mining 
solutions, PWP supplies fuel to the 
jobsites where PT Cipta Kridatama 
operates (in total 6 sites), which are PT 
Tunas Inti Abadi (Sebamban, South 
Kalimantan), PT Mifa Bersaudara 
(Meulaboh, Aceh), PT Kuansing Inti 
Makmur (Muara Bungo, Jambi) among 
other. PWP also supplies fuel to marine 
and logistic industry namely PT Baruna 
Dirga Darma (Tug boat and Barge 

By Tri Subhki R.
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services for coal transhipment), and PT 
Cipta Krida Bahari (Logistics).  

ABM applies mining-to-trading 
services which focus on coal business 
value chain. Its core business 
subsidiaries are PT Reswara Minergi 
Hartama and PT Cipta Kridatama, 
whereas other subsidiaries namely PT 
Cipta Krida Bahari, PT Sumber Sarana 
Baja as well as PWP are the enabling 
the core business.

Haris Mustarto, Director of PWP, 
said to CoalAsia recently that PWP 
is part of integrated mining solution 
to serve the customers. “Mining 
companies need to produce coal with 
more efficiently within 24 hours and 7 
days operations. If the operations stop, 
it will impact to productivity and cost of 
operation,” he said.

Hence, Haris emphasizes that 
PWP offers fuel supply solution with 
quality, reliable and competitive price 
for customers in mining industry. 
“We expect the market condition will 
remain challenging next year, so we are 
committed to providing more reliable and 
competitive fuel price,” he said.

PWP, according to Haris, currently 
focuses on the integrated mining 
solutions provided by ABM. However, 

he would happily welcome any 
opportunities to expand its services 
to related long-term business partners 
next year.

Cipta Kridatama, for instance, 
secured a life-of-mine contract with 
mining operation located in South 
Kalimantan. PWP, as part of integrated 
mining solution, supports the operations 
by providing reliable and high-quality 
fuel supply. “We are open to have long-
term business relationship to serve our 

strategic partner in mining operation,” 
Haris said.

PWP secures high fuel volume base 
as it is part of ABM integrated mining 
solution which prefers life-of-mine 
contract with mine owners. In 2018, 
PWP supplied 84.96 million litres of fuel 
for four companies at eight jobsites and 
continues to grow.

In 2019, PWP supplied 145 million 
litres of B20 diesel fuel, and this year 
the company will supply about 170-
180 million litres B30 diesel fuel. “In 
2021, we expect the fuel supply will be 
more than 200 million litres,” Haris said 
referring to the potential new customers 
next year.

Some mine owners, according to 
Haris, starts considering to source 
their fuel supplies from PWP since 
it has good track record in providing 
reliable fuel supply for industry 
players. It is reflected at the Cipta 
Kridatama’s jobsites, where PWP 
provides fuel supply, that maintains 
more efficient operations.

PWP also ensures high quality fuels 
for customers as it improves the engine 
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performance at the jobsites. Optimal 
engine performance means more 
productive and efficient operations. To 
source high quality fuel, the company 
secures with fuel strategic partnership 
namely PT Pertamina (Persero) and PT 
AKR Corporindo Tbk among others.

Reliable supply
The high-volume base offers 

competitive advantage to PWP since 
Pertamina, as one of PWP’s strategic 
partners, provides PWP a guaranteed 
fuel supply even during current difficult 
condition.

Since the initial cooperation 
in 2017, PWP and Pertamina have 
been developing a strong long-term 
partnership under mutual agreement. 
Pertamina stated that PWP shows 
growing fuel purchase every year.

“Since 2017, PWP’s fuel purchase 
has increased significantly up to 30 
percent per year which initially supplied 

only to two jobsites and now it currently 
supplies to 10 jobsites,” Zakaria Fitri, 
Sales Area Manager (Kalimantan) at PT. 
Pertamina (Persero), said.

Pertamina also stated that PWP is 
strongly committed and has good track 
record on financial commitment. Other 
partner, PT AKR Corporindo Tbk, 
confirms about PWP’s commitment.

“Financial commitment by PWP has 
always been achieved. There is nothing to 
worry about PWP’s financial condition. 
We have no doubt about this one,” Reza 
Gunawan, Head of East Region at PT. 
AKR Corporindo Tbk, said.

From customer’s perspective PT 
Kuansing Inti Makmur said “PWP 
provides good quality fuel and on time 
delivery, for long time cooperation we 
hope PWP can provide the best price,” 
Herbin Sitorus, Director at PT Kuansing 
Inti Makmur.

On customers’ experience, PWP also 
offers solutions in providing reliable 

fuel supply that ensures sustainable 
mining operations. One of proven and 
success story of PWP’s fuel services 
is vendor held stock (VHS) for Cipta 
Kridatama at PT Tunas Inti Abadi 
(TIA) in South Kalimantan and PT Mifa 
Bersaudara in Aceh.

By having VHS, customers may 
focus on the mining operations and let 
PWP handling all fuel management from 
fuel shipment to tank maintenance at 
the jobsites. “It is like customers have 
private fuel station which can be used 
whenever they want,” Getty, PWP’s 
Head of Finance and Commercial, said. 

PWP ensures fuel availability and 
refills the fuel tank at the customers’ 
jobsites, so customers do not have to 
worry about running out of fuel. In 
addition PWP also take care about the 
safety, compliance, as well as storage 
maintenance. 

For further information about PWP, 
contact at getty.k@pwp.co.id. 
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Taking the top position of PWP effective January 
2020, Haris Mustarto might have never anticipated 
anything like what is happening during the year. Now, 
he has to deal with unprecedented challenge, COVID-19 
pandemic. Coupled with the weak commodity price 
condition, Haris holds on business integrity by delivering 
what he promises.

Q: What are your main goals as a Director of PWP?
A: I had operational experience when I was working for 

Cipta Kridatama. Then, I was appointed as Director in the 
January, 2020. Since PWP is part of ABM’s mining value 
chain, my main goals are to strengthen the synergy, stabilize 
the operations and improve our capabilities to serve the 
customers.

I want to build PWP as a steady and stable growth 
company that is steadily and robustly growing. We do not 
want a roller-coaster growth because it poses high risks for 
fuel trading company.

Q: How do you see PWP in the future?
A: My vision is PWP should be a strategic partner both 

for ABM Group and all our customers. We achieve it by 
providing reliable, more competitive and high-quality fuel 
supply. On top of that, we strictly comply with the safety and 
environment procedures. Safety is our priority. We comply 
with the  to government regulations.

Q: What are leadership values that you implement in 
running PWP?

A: I do with my level of best to deliver what PWP 
promised to our customers. During the current condition, our 
integrity is the most important thing. We deliver our main 
objective which is providing reliable, more competitive and 
high-quality fuel supply for customers.

I also believe that PWP implements continuous 
development to our process, system and people to be 
ready with VUCA world. Today, we have to be better than 
yesterday, and we should be much better tomorrow. That is 
the spirit of continuous development.

We also have to be more creative and proactive. We have 
business initiatives, but we ensure that these initiatives are 
doable. We develop win-win solution with all our strategic 
partners as well.

Haris Mustarto, Director of PWP

“Deliver what I promised”

Q: How do you deal with the current business 
challenges, particularly weak market and pandemic 
conditions?

A: Everything happens for a reason. I believe in every 
challenge lies an opportunity. During the pandemic, we are 
strengthening our partnership with our strategic partners and 
customers.

We have intensive communication both with strategic 
partners and customers. We deliver what we promise. We 
comply with the term of payment to maintain our fuel stocks, 
which in turn providing reliable fuel supply for customers. 
We also talk with customers as we fully understand with 
current condition. The most important thing is we can grow 
with profitability and sustainability. 
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The government of 
Indonesia keeps pushing 
on the coal downstream 
project, particularly 
coal-to-DME, aiming to 
substitute the swelling 
LPG import and saving 
foreign exchange reserves. 
On the other hand, a study 
by IEEFA stated that the 
proposed project does not 
make economic sense.

MAINSTORY

Based on the data of Ministry of 
Energy and Mineral Resources 
(MEMR), LPG import in 2020 
constitutes 77.63 percent of total 

domestic consumption of 8.81 million tons. 
If it is as business as usual, the LPG import 
ratio will increase up to 83.55 percent of total 
domestic consumption of 11.98 million tons 
in 2024.

The US$2.1 billion project is a joint 
venture between state-owned enterprises PT 
Bukit Asam Tbk (PTBA) and PT Pertamina 
(Persero) with US-based Air Products and 
Chemicals, Inc. Planned DME plant will be 
located in Tanjung Enim, South Sumatra 
Province, instead of the initial plan in 
Peranap, Riau Province, where PTBA will 
supply approximately 6 million tons of 
coal per year. The construction preparation 
of coal-to-DME project will commence in 
second quarter of 2021 and is estimated to 
start operations in second quarter of 2024. 

Minister of Energy and Mineral Resources, 
Arifin Tasrif insisted that technologies to 
upgrade and process the country’s low rank 
coal reserve into products with greater added 
value are economically feasible.

By Tri Subhki R. & Adianto P Simamora
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COAL-TO-DME 
PROJECT 

CARRIES ON
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The minister called on the country’s 
coal miners to start developing 
downstream business by processing 
coal into downstream products such as 
methanol and dimethyl ether (DME), or 
underground coal gasification (UCG). 

“There are technologies feasible  
to increase the added value of coal, 
such as coal to DME, coal to methanol 
and  underground coal gasification,” 
Arifin said.

To support downstream coal industry 
developers, Sujatmiko, Director of Coal 
Business Development at Directorate 
General of Mineral and Coal, recently 
stated that the government prepares 
fiscal and non-non-fiscal incentives for 
coal downstream projects.

“Non-fiscal incentive is a life-of-
mine permit, it means there is no 20 
years limit of mining permit. Fiscal 
incentive is zero percent royalty for 
coal which is used for feedstock in coal 
downstream project,” he said. Sujatmiko 
added that zero percent royalty may not 
reduce state revenue since downstream 
coal industry creates multiplier effects, 
such as job creation and boosting 
regional economic growth.

Sujatmiko ensures that Indonesia 
has adequate coal resources and reserves 
at 149 billion tons and 38 billion tons 

“As of 2020, there is only 106,000 tons of coal input 
for coal downstream and is estimated to increase each 
year up to 51.4 million tons in 2040” 

Muhammad Wafid, Director of Mineral and Coal Development Program 
at Directorate General of Mineral and Coal

respectively to fuel the downstream 
coal projects and other domestic coal 
utilization.

During a webinar hosted by 
CoalAsia and Petromindo, Muhammad 
Wafid, Director of Mineral and Coal 
Development Program at Directorate 
General of Mineral and Coal, said that 
total coal input for the downstream coal 
is estimated 51.4 million tons by 2040 
and the total coal downstream coal 
products is 28,4 million tons.

“As of 2020, there is only 106,000 
tons of coal input for coal downstream 
and is estimated to increase each year up 
to 51.4 million tons in 2040,” he said.

Besides planned coal-to-DME 
project, other coal gasification projects 
on the pipeline are coal-to-methanol 
by PT Kaltim Prima Coal (KPC) 
and coal-to-syngas by PT Arutmin 
Indonesia. These coal gasification 
projects are expected to operate 
commercially in 2024.

Arviyan Arifin, President 
Director of PTBA, recently said that 

PTBA, Pertamina and Air Products 
will formally sign the agreement 
to establish a joint venture for the 
project in November, where PTBA 
will provide the coal, Pertamina will 
absorb the DME and Air Products 
prepares the investment.

“The total investment of US$2.1 
billion is 100 percent provided by our 
investor (Air Products), PTBA as coal 
supplier and Pertamina as an offtaker,” 
he said. Arviyan also mentioned that 
the DME price has economical value 
both for investor and consumer without 
disclosing the actual price.

Air Products has also announced 
recently of its plan to develop a 
US$2 billion coal-to-methanol plant 
in East Kalimantan, in cooperation 
with Indonesia’s PT Bakrie Capital 
Indonesia, part of the Bakrie Group, and 
PT Ithaca Resources, part of the PT AP 
Investment, which will supply the coal 
feedstock and is   have committed to 
offtaking the methanol production for 
sale within Indonesia.

MAINSTORY
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Potential loss
However, Institute for Energy 

Economics and Financial Analysis 
(IEEFA) recently released a study that 
estimates the potential loss of US$377 
million per year once the proposed 
project is realized. 

“An Indonesian DME plant cannot 
be justified on economic terms. 
The proposed DME plant would 
lose US$377 million annually after 
operating and finance costs. This would 
exceed any savings from lower LPG 
imports by US$19 million,” Ghee Peh, 
Financial Analyst of IEEFA, stated in 
his study recently.

On this basis, IEEFA’s estimates 
indicate that the total per ton cost of the 
proposed Indonesian DME plant would 
be US$470/ton. This would value the 
energy in DME at nearly twice what 
consumers now pay for LPG. In the end, 
the Indonesian taxpayer will be paying 
more for less energy.

IEEFA stated that the bottom line 
for policymakers is that the economic 
case for PTBA’s DME project is sitting 
on weak foundations. The key issue is 
that technical viability is not the same 
as financial viability. At the technical 
level such a plant can be built, and 
IEEFA has identified a comparable 

plant using coal as a feedstock that has 
been operating in China. 

However, using the costs for that 
plant and the current LPG price of 
US$365/ton to calculate the matching 
DME price, IEEFA estimates that this 
proposed project will have annual losses 
of US$377 million after financing and 
operating costs, in addition to US$2 
billion of new debt.

On other occasion, Dendi Ramdani, 
Department Head of Industry & 
Regional Research, Office of Chief 
Economist, Bank Mandiri, emphasized 
that the major challenge of downstream 
coal project is whether the project has 
positive IRR (internal rate of return) and 
positive social rate of return.

“The major challenge of coal 
gasification is the return of the project, 
whether it is economically feasible,” 
Dendi said in a webinar hosted by 
CoalAsia and Petromindo recently.

Dendi added that the project needs 
a low coal price, even lower than 
the current market price. In addition, 
government, according to Dendi, may 
need to subsidize the project, which is 
just reallocating of the LPG subsidy. 
Government income potentially 
decreases due to a lower revenue of 
coal royalty.

Multiplier effects
However, PTBA insists that 

the project has been studied 
comprehensively by involving 
international-standard technical, 
financial and legal consultants, and 
related ministries as well.

Arviyan Arifin, President Director 
of PTBA, reiterated that the coal-to-
DME project will provide a number of 
multiplier effects, not to mention saving 
foreign exchange reserves.

“It will utilize our non-marketable 
low rank coal as much as 180 million 
tons for 30 years, job creation and 
technology transfer,” he said.

Coal-to-DME plant will process 
6 million tons of coal per year to 
produce 1.4 million tons of DME which 
translates into reduction of 1 million 
tons of LPG import per year. LPG 
import reduction is estimated to save 
Rp8.7 trillion of Indonesian foreign 
exchange reserves per year or Rp261 
trillion for 30 years. 

The government, according to 
PTBA, will save trade balance as much 
as Rp5.5 trillion per year or Rp165 
trillion for 30 years. Moreover, total job 
creation is estimated 10,570 workers 
during the construction phase, and 7,976 
workers during the operational stage. 

Indonesian Downstrearn Coal*Not Cost-Effective 
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The government is exploring plans to add coal-derived 
dimethyl ether (DME) to LPG in an e�ort to cut imports. 

Indonesian DME cost: $470 

Source: Indexmundi
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By Ian Wollff
The author is an expatriate principal geologist of about 30 years’ 
experience in the Indonesian exploration and mining industry. 
The authors’ web site is www.ianwollff.com

Introduction
The Adaro 2019 Annual Report 

welcomes readers with a nice short letter 
that reflects the good intentions of the 
company, and includes the line; “The 
main goal of this report is to build more 
in-depth understanding of our company 
through our timely, balanced and 
relevant information, which we hope 
will help capital market participants to 
make informed investment decisions.” 
This is typical of many IDX listed 
companies’ self-image as projected to 
the public. 

Indonesian mining companies 
are essentially contractors to the 
Government to find and exploit the 
nations resources. Resource estimates 
are advanced into Reserve estimates 
through evaluating economic factors 
of extraction, permits (mining, 
environmental, social etc) along with 
marketing. Understanding the status 
of a mining company’s resources and 
reserves is fundamental for investors 
outlook.

This article looks at the “relevant 
information” that IDX mining 
companies included about their 
Resources and Reserves when 
publishing their 2019 annual report. 

What IDX expects to be included in 
annual report

The requirements for Mining 
companies reporting are listed in 
KEP-38/PM/1996. These requirements 
strongly emphasize the financial 
auditing aspect of the company’s annual 
report. There are only a few examples of 
requirements that touch upon the nature 
of reserves, including: - 
• “The location and type of the main 

tangible fixed assets which are 
more than 5% (five percent) of the 
total fixed assets of the company 
and children his company”. 
Unfortunately, this may not be 
important from a resource aspect, as 
mining companies’ reserves do not 
belong to the company, and their 
right to extract and sell ore is an 
intangible asset. 

• “The company must provide a 
brief description that discusses and 
analyse the report finance and other 
information with an emphasis on 
material changes occurred since 
the last Annual Report or since 
the Registration Statement was 
submitted. This may include changes 
in reserves, though some may 
consider changes in resources as not 

a “material change” and thus omit 
from the report.

Perhaps the only key requirement 
to report on resources comes under 
the subheading of “Section on 
General Analysis and Discussion by 
Management”, point 8) information 
about business risks caused by among 
others- b) supply of raw materials;

Relevant information for resources & 
reserves? 

Perhaps “trust” is the most important 
factor concerning resources and reserve 
statements. For most observers, this trust 
is demonstrated by reporting against 
a recognized professional code. The 
Joint Ore Reserves Committee [JORC] 
has legal backing in Australia as well 
as professional responsibilities for the 
authors of such reports who are affiliated 
with an appropriate body [AusIMM 
/ AIG]. Indonesia follows a similar 
international recognized code of Komite 
Cadangan Mineral Indonesia [KCMI] 
and associated registered Competent 
Persons with IAGI / PERHAPI. The 
values of tonnage and grade are reported 
as an estimate” in recognition of the 
ever-variable nature of geology, the 

IDX 2019 annual reports  
and code compliant reporting

http://www.ianwollff.com
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business of extraction and sales. All 
these codes follow a similar pattern of 
ascribing different levels of confidence 
to the nature of the data. These reporting 
codes are often updated.

IDX companies reporting of resources 
& reserves

The 2019 Annual Report of 
29 mining companies listed on the 
Indonesian Stock Exchange [IDX] were 
reviewed for some basic information 
on resources / reserves, exploration and 
acknowledgment of geological & mining 
risks. Some 18 of these companies 
are principally coal companies, 1 with 
Coal Bed Methane (CBM), 4 nickel 
companies, 2 gold, 1 bauxite, 1 base 
metals, 1 tin company and 1 marble 
stone company. 

The review used the digital “find” 
of key words to identify the areas of 
interest in the annual reports, with many 
reports being 200 to 500 pages long. It is 
possible this review could have missed 
certain items. This review is designed 
to gauge some measure of the reporting 
compliance according to professional 
standards, and as a reflection of some 
aspects of the exploration and mining 
industry. This review and associated 
table should NOT be used as a guide, 
or be relied upon, for commercial 
decisions.

It is noteworthy that all reports 
were duel language to attract local 
and foreign shareholders. Reporting 
compliance seemed to meet the statutory 
requirements with emphases on the 
business and social side was strong. 

Reporting detail associated with 
Resource and Reserves continues to 
remain extremely limited.

The report presentation of 
resources and reserves was categorized 
to reflect the general compliance 
with the reputable reporting codes. 
“Good” was assigned to reports giving 
tonnage, grade and some information 
on the reporting entity and associated 
cautionary statements. “YES” was 
assigned to reports giving tons and 
simple grade only. And “yes” assigned 
to reports only giving tones without 
grade, or a wide range of grades 
only. The date of reported resources / 
reserves was generalized to the year, 
and the reporting code listed. Blanks 
were left where no information was 
readily found.  Sometimes a brief table 
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GEOSCIENCE FOR 2019 ANNUAL REPORTS

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
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of reserves is only provided in the 
financial audit section of the annual 
report. Some reports mentioned the 
codes in the audited finances section, 
but this was not accepted here, as it 
is apparent the company is not taking 
direct responsibility for mentioning the 
reporting code. 

Observations on resource / reserve 
and exploration reporting
1. Resources & Reserves; - Only 11 

out of 29 companies mentioned 
Resources while most (23 out of 29) 
mentioned Reserves. Most of the 
companies not mentioning resources 
seemed to have very large reserves, 
wherein we might assume any 
resources may not be considered as 
significantly material at this stage 
to warrant reporting. Some of the 
companies that did not mention 
reserves were associated with 

companies not presently mining, and 
with the marble stone company. 

2. Quality of resource / reserve 
information: - It is apparent 
that companies with a strong 
international perspective tend to 
present their reporting more in line 
with recognized reporting codes. 
Most companies have taken the 
effort to provide updates of their 
resources and reserves to the year 
2019. A few subsidiaries and some 
companies have not updated their 
resources to the 2019 period. It is 
noticeable that among the poorest 
compliance companies to reporting 
standards are the State-Owned 
Companies of Timah and Bukit 
Asam.

3. Some 5 of the 29 companies have 
mentioned exploration drilling, three 
of which have included some data on 
grades or impact towards resources. 

Two companies are transparent in 
reporting that no exploration has 
been undertaken in 2019. Several 
companies have stated their strategy 
is to grow their company through 
expanding reserves, and acquisition 
of new tenements. Unfortunately, 
some of these companies supporting 
exploration seem to lack clear plans 
about undertaking exploration. 

Observations on geological / reserve / 
mining risk

It seems all companies consider 
the principal business risks as a) 
commodity prices and b) government 
regulation. These risks are largely 
outside of the operations control, may 
be difficult to anticipate and have a 
high impact on the business. The IDX 
requires reporting on a number of 
finance related risks (exchange rate 
etc) that seem to be manageable. Risks 
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related to operations often seem to 
be of less concern to the directors, as 
such risks can be, and are assumed to 
be well anticipated and managed. It 
would seem nearly all companies have 
a well-structured risk management 
system, trained manpower and active 
involvement in risk aversion. 

The statutory requirements to 
provide “information about business 
risks caused by among others- b) supply 
of raw materials” appears to be often 
interpreted as access to fuel, spare parts 
and manpower, rather than supply of 
reserves. 
1. Geological Risk: - Only 5 out of 29 

companies acknowledged some form 
of geological risk. Most of these risk 
concerns related to the geological 
certainty in the reserve statement. 
Essentially none of these risk 
concerns related to the geological 
stability of the ever-deepening 
pits. We may have to assume 
the company directors have high 
confidence in excellent geotechnical 
programs, and slope monitoring 
programs, rather than overlooking 
the geotechnical risk. 

2. Reserve Risk: - Only 7 out of 29 
companies acknowledge some form 
of reserve risk.  Most of these risk 
concerns related to the geological 
certainty in the mine plan. It seems 
none of these reserve risks related 
to unexpected quality parameters, 
or changes to ground conditions. It 
is assumed that the operation team 
has sufficient drill data to show 
confidence to anticipate and adjust 
mining to the varying ore quality and 
ground conditions.

3. Mining Risk: - Almost all companies 
recognize the weather (rain) as a 
mining risk, along with reliability of 
equipment performance, manpower 
and logistics 

Risk statements
The following example of a simple 

statement gives a broad outline of 
some of the risks faced by mining 
companies; – “the company’s activities 
are exposed to a variety of financial 
risks; market risks (including foreign 
exchange risk, commodity price 
risk and interest rate risk), credit 
risk, liquidity risk and capital risk. 
Operational Risk; - the company is 
subject to a variety of potentially severe 
operating and infrastructure risks, 
including the risk of fire, spontaneous 
combustion, explosions, embargos, 
natural disasters, accidents, labour 
disputes, community issues, unexpected 
geological conditions, mine collapses, 
environmental hazards, weather 
(including heavy rainfall), and other 
natural phenomena”. 

Extracts of the geological, reserve 
and mining risks compiled from a 
number of 2019 annual reports in the 
coal and mineral fields includes: -

Risks related to the estimated 
reserves and resources include risks 
associated with the difference between 
estimates and actual conditions, 
comprising possible differences 
in quantities, volumes and other 
geological conditions. Mitigation 
of reserve risk can be undertaken 
through setting high standards at each 
of the stages of exploration, reserve 
estimation and mine reconciliation. 
Improve the accuracy of planning 
through additional drilling activities to 
improve the accuracy of quantity and 
quality of reserves.

Reserves/Business Risk - The 
Company is aware that one day its 
operations will cease due to depleted 
reserves. Therefore, the Company is 
committed to continuously developing 
its business by finding new reserves 
and by exploration. This commitment 

is marked by the establishment of the 
exploration department.

Risks Associated with Exploration. 
Although exploration can have huge 
benefits, its economic value depends on 
metal prices, ore grades, metallurgical 
properties, mining conditions, operating 
costs, and capital expenditure for 
the development and location of 
prospective customers. Therefore, there 
is a probability of a resource without 
economic value, which may ultimately 
affect the Company’s work plans and 
future prospects. The risk of decreasing 
mineral prices represents the biggest 
challenge for every mining company. 
Therefore, the ability of the business 
analysis unit to predict rises and falls in 
mineral prices is important. Information 
about trends in mineral prices, quantity 
of production and demand for certain 
minerals, production capacity of the 
existing producers, and reserves are 
essential to predicting mineral prices. 
These price predictions can also be used 
as a basis for decisions about investment 
or divestment.

Operational Risks Factors that 
can affect the business include the 
following:  
1. Unexpected geology and 

geotechnical conditions; damage to 
hauling road; environmental damage, 
including metal waste, pollution and 
other hazardous materials leaking 
into rivers or sources of clean water 
surrounding the mine sites; natural 
phenomena, such as seismic activity, 
forest fires, floods, and weather 
changes, and also illegal mining.  
Risk mitigation programs include: 
conducting necessary studies, 
compiling SOP for each activity and 
reviewing their implementation, and 
close monitoring of compliance with 
regulations.

2. The failure of a tailings dam 
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could have a serious impact on 
downstream settlements. Mitigation 
includes a dam operations division 
with maintenance and management 
standards, including a dam 
certification feasibility program to 
ensure the safety of the operated 
dams. The Company has also 
prepared dam Emergency Action 
Plans that have been approved by the 
local government.

3. Coal content can change due 
to atmospheric conditions after 
mining, and before sales. The 
risk of self-combustion and 
contamination of foreign matter is 
mitigated by limiting stockpiles, 
spraying chemicals, installing metal 
detectors to identify foreign body 
contamination, and improving 
general management. 

Conclusion.
IDX mining companies 2019 

annual reports are well prepared for the 
financial and social aspects, but need 

much improvement to comply with 
professional ore reporting standards. 
Other countries have regulations and 
laws supporting the full compliance 
of reporting codes. New Indonesian 
regulations refer to truthful reporting 
to the Mines Department only. The 
Indonesian professional bodies 
managing the KCMI have a MOU with 
the IDX that focusses on the suitability 
of resources and reserves in Initial 
Public Offering [IPO] documents. This 
work of full professional reporting 
compliance may look at extending to all 
forms of IDX public reports. 

It would seem the IDX mining 
companies requirement to report 
monthly on exploration activities is not 
compiled and brought into the annual 
reports. These observations suggest 
many mining companies are behaving 
as contractors to the government in the 
mining business, and are less interested 
to undertake growth through new 
exploration. 

The apparent lack of full code 

compliant exploration reporting to 
the IDX through monthly and annual 
reports may provide opportunities 
for insider trading. The new Mines 
Department regulations requiring 
monthly exploration reporting may 
also be an opportunity for insider 
trading, particularly if similar data is 
not provided in IDX monthly / annual 
exploration reports.

The Mines Department, IDX and 
Industry would like to see Junior 
mining companies to be keener to enter 
the Indonesian exploration industry. 
Encouraging the present IDX mining 
companies’ annual reports to emphasize 
the engaging geological nature of 
their resources and reserves may 
help incentivize the public to support 
exploration and mining companies. 
Junior companies are active in a number 
of foreign stock exchanges, wherein 
their lively geological reports showing 
maps, sections and drill intercepts can 
excite the public to support exploration 
and mining. 
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Direct Nickel Technology

The Direct Nickel process

In the nickel report last month, PT Indeks Komoditas Indonesia (IKI) had talked about 
the progress of deep sea tailing placement (DSTP) proposed by a major HPAL project 
in Indonesia for its tailing treatment, and comments from the ministry of the Eniv which 
does not agree with the DSTP method. IKI has recently found a statement saying that 
a nickel company has cancelled its plan to place waste in the deep sea. In a recent 
webinar meeting about the future of nickel battery industry, which was also attended 
by IKI, IKI found majority of the presenters commented about DSTP in Indonesia 
and what will be the impact to the nickel industry and the country as they believed 
that “the West” will reject this method as the electric vehicle industry is supposed to 
support the go green policies and reduce pollution, including sea pollution, and IKI 
has quoted statement from a speaker as follows,

I believe Indonesia is not going to allow either processing or 
mining to carelessly damage the environment (HPAL), and in 
any event, EV manufacturers from US or Europe are unlikely 
to allow such proses into their supply chain

In the webinar, IKI also found out that there is a particular technology which can be 
used to process low grade nickel ore to produce materials for battery production 
without “producing” high volume of toxic sulfuric materials such as seen in the HPAL 
technology.  The technology is also claimed to be cheaper and can be used to process 
any type of nickel ores, and the technology is named Direct Nickel process (DNI).

DDDDDDirectt NNicccckeeeellll 
TTeeecccccccccchhhhhhhhnnnoolooooggggyyyy 

Direct Nickel Technology
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The DNI technology was invented in 2005 by Australian company Direct Nickel 
Pty Ltd by using precursor process developed by Drinkard Metalox Inc. The DNI 
technology utilizes hydrometallurgical process for the extraction of laterite nickel ore 
by using continuous and rapid tank leaching in low temperature and in atmospheric 
pressure condition and can also produce several saleable chemical compounds. In 
the extraction process of nickel ores, the DNI will use nitric acid as reagent which is 
claimed to be more aggressive in dissolving nickel from the ores rather than sulphur 
acid. In the webinar, Altilium group, which was formerly known as Direct Nickel Pty 
Ltd, said that its DNI technology is unique compared to other technologies due to its 
low tailing production as it claimed that DNI can recover 95% of its reagent, which 
can be re-used again for the next extraction and accordingly will reduce overall cost 
of production and also lower tailing output. Altilium also claimed that due to it lower 
tailing output its technology does not need huge dam for its tailing containment and 
neutralization as the tailing is considered environmentally friendly and can be returned 
back to the mine for re-vegetation process. Altilium also claimed that its technology is 
better than HPAL in several aspects such as:

No Aspect DNI HPAL

1 Feed consumption All type laterite ores
Benefi t for limonite ores 
only

2 Construction cost Low High

3 Capex US$ 25,000/t US$ 45,000/t

4 Opex Low High

5 Operating temperature 100oC 250oC

6 Pressure requirement 1 atm 44 atm

7 Maintenance cost Low High

Table 1 DNI Vs HPAL

Source: Altilium, worked by IKI

Altilium, in its explanation to IKI, claimed that its technology has very low operation 
cost and lower capex than HPAL as it works in the normal pressure and not requires 
high temperature which accordingly affects the construction of the processing plant 
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which can use standard materials like stainless steel compared to HPAL which must 
use titanium materials due to its higher pressure and temperature requirement. As 
such, it will accordingly make its DNI technology to have higher IRR and NPV than 
HPAL. Altilium also claimed its technology has been tested for 50 different ores in 
the worlds like Australia, New Caledonia, Indonesia, Papua New Guinea, and others, 
and its technology has recovery levels of 90% - 99% for Ni and Co, and 85%-99% 
recoveries for Al and Sc. Altilium said its higher IRR and NPV are also caused by the 
multiple products which can be produce from its DNI technology such as nickel/
cobalt mixed hydroxide, aluminum and scandium mixed hydroxide, iron in the form of 
hematite and magnesium oxide, but with a note that all these chemicals are present 
in the ores.

DNI Flowchart

Atilium in its email to IKI has given the fl owchart for DNI process along with the brief 
explanation of the process. The crushed nickel ore with the size of below < 2mm will be 
mixed into nitric acid with a composition of 20% - 30%, and the solid-water mixtures 
will than feed into leaching tanks, and will be heated to 110oC under atmospheric 
pressures for about 2 – 6 hours, and from this leaching process will produce solution 
which is often known as pregnant leach solution (PLS) and also insoluble acid minerals 
which mostly contain silicates (solid), and the major reactions in the leaching process 
are:

(1) NiO(s)       + 2HNO3(l)  Ni(NO3)2(l)      + H2O

(1) CoO(s)       + 2HNO3(l)  Co(NO3)2(l)     + H2O

(1) Fe2O3(s) /Al2O3(s) + 2HNO3(l)  2Fe(NO3)3(l) / 2Al(NO3)3(l)    + H2O
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And both materials (solid and liquid) will be separated by using a series of CCD 
thickeners (counter current decantation),where the solid materials will go to tailing 
bin, while the PLS will go to Iron hydrolysis proses. 

Chart 1 DNI Flowchart

Source: Altilium

In the hydrolysis process, 99% of the iron content in the PLS are expected to be 
removed through fi ltration in the form of hematite (Fe2O3), while the nitric acid will 
be distilled and will be recovered in the acid recycling circuit. The free-iron solutions 
then will be treated with MgO (magnesium oxide) for adjusting its acidities in order 
to precipitate aluminum from the solution in the form of aluminum oxide, and this 
aluminum oxide will be removed from the solution through fi ltration process. After 
the removal of alumina, the acidity of the solutions will increase by added MgO to 
precipitate nickel and cobalt mixed hydroxide (MHP) which will be fi ltered to produce 
wet cake with the composition of 35%-40% nickel and 1%-2% of cobalt in dry basis. 
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(3) 2Fe(NO3)3  + 3H2O(l)      Fe2O3(s)  + 6HNO3

(4) 2Al(NO3)3(l) + 3H2O(l)      Al2O3 (s)  + 6HNO3

(5) Ni(NO3)2(l)    + Mg(OH)2(l)    Ni(OH)2(l) + Mg(NO3)2 (l)

(5) Co(NO3)2(l)     + Mg(OH)2(l)    Co(OH)2(l)  + Mg(NO3)2 (l)

After the removal of MHP, the barren solution which contains magnesium nitrate and 
water will go to evaporation process, and in this process the water will be separated 
from magnesium nitrate through the evaporation system and producing clean water 
which will be re-used in the next process.  Meanwhile, the concentrated magnesium 
nitrate will feed to thermal decomposition for separating magnesium oxide (MgO) from 
nitrogen oxide, some of the recycle MgO will be used for the next process, while the 
rest of MgO can be sold to the market.  Meanwhile, the nitrogen oxide which contains 
gases like NO2, NO, H2O and O2 will be feed to the recovery system for producing 
nitric acid through some series of absorption process, and the nitric acid can be feed 
back onto leaching tanks, as shown on the chart 1 above, and the major reactions in 
this process are

(6) Mg(NO3)2.2H2O    MgO + NO2 + NO + O2 + 2H2O

IKI noticed the reactions and fl owchart above show some products which come 
out from DNI such as MHP as the major product, along with hematite, alumina, and 
magnesia as by-products, and the process also produces toxic gases of nitrogen 
oxide which can be also recovered to produce nitrate acid which is needed in the next 
leaching process.
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DNI Projects

In IKI’s research, we found out that the fi rst DNI pilot project was developed in 2013 
by Csiro Australian Research Center in Perth, Australia, with capacity of 1 ton/day. IKI 
was only able to fi nd a few other projects using DNI technology for processing nickel 
ores. IKI had asked about DNI projects to Altilium, and the Altilium replied that there 
are three DNI projects have done since 2013 such as the Tanjung Buli project was a 
project between Antam and Direct Nickel, The Mambare Project is a project between 
Regency Mines and Direct Nickel and the last one is the Tech Project which is a 
project between Pure Minerals and Direct Nickel. Altilium said that the Tech Project 
currently ongoing and will soon commence its piloting work in Perth to extract nickel 
and cobalt from New Caledonia nickel ores, and in the purposes of this report IKI will 
focus on the project with Antam. Direct Nickel Pty Ltd said that the project with Antam 
was started in 2012 by making a joint venture for developing nickel laterite deposits 
and processing plant using the DNI technology in Indonesia, and at that time the 
agreement was to process nickel ores produced from Antam’s Tanjung Buli mines in 
North Maluku. Direct Nickel also said Antam provides 200 kg nickel ores consisting of 
limonite and saprolite ores with nickel content of 1.24% and 1.78%. 
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Direct Nickel said in the Tanjung Buli project they use feed ore to its DNI process 
which was a combination between saprolite and limonite ores with composition of 
50% - 50%, and the chemical composition of the feed ores are shown on the table 
below,

No Element Feed ore MHP(5) Hematite (3) Magneside (6)

1 NI 1.6 30.07 0 0.13

2 Co 0.09 1.18 0 0

3 Al 2.8 5.3 0.77 0

4 Mg 6.6 4.1 0 55.8

5 Fe2O3 43.9 0.7 85.4 0

6 Ca 0.2 0 0 1.05

7 Cr 0.74 0 0.75 0.02

8 Mn 0.19 0.5 0.48 0.29

9 Si 12.4 0 0.14 0

Table 2 Antam ore & DNI products (%)

Source: DNI, compiled by IKI

Direct Nickel claimed that it’s DNI technology was successful produce MHP with nickel 
and cobalt content respectively of 30.07% and 1.18%, and it added that the DNI 
process was able to produce also by-products of hematite and magnesite with Fe and 
Mg content respectively 59.8% and 55.8%, which in Direct Nickel opinion both by-
products can be considered as saleable products. It also said that the processing of 
Antam’s ore required only 62.0 kg of nitric acid per ton ore, which is considerably very 
low as it claimed 99% of the acid which are still in barren solution can be recovered 
which then made overall acid recovery in the proses was 95%, and this recovered acid 
can be reused again in the next extraction process. Direct Nickel also claimed nickel 
and cobalt recoveries in this project were 95% and 86%. Direct Nickel also said that 
plans to increase the quality of MHP by nickel content up to 32.0% and to increase 
the quality of hematite and magnesite, and it also plans to improve the mass balance 
of water and nitric acid to increase the effi ciency of the process, and it also plans to 
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found alternative materials for its processing plant to reduce/minimize corrosion.

DNI said the successful result of its DNI technology applied to Antam’s ore had led 
both companies to agree to continue the cooperation and in late of 2013 they agreed 
to setup a new company named PT Nickel Halmahera Timur (NHT), in which each 
owns 50% shares.  NHT was set up to carry out feasibility study in relation to the 
construction of DNI plant in Indonesia with capacity of 20.0 Kt of nickel per annum, with 
construction process expected in 2016 – 2018 at Antam’s Weda Bay industrial area 
in North Maluku. Direct Nickel said the feasibilities study was expected to complete 
in 2015, but subject to the company’s ability to secure funds needed for the study of 
around US$ 9.0 – US$ 10.0 million. Direct Nickel also said that it had made calculation 
about the economical values in the application of its DNI technology on Antam’s ore 
as shown in the chart below

Chart 2 DNI economical values (US$/kg Ni)

Source: DNI, worked by IKI

DNI said construction of smelter with capacity of 20.0 Kt of nickel per year, would 
need capex of around US$ 695.0 million which consisted cost for building processing 
plant, power plans and infrastructure respectively US$ 403.0 million, US$ 237.0 million 
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and US$ 55.0 million. Meanwhile, Opex for the same capacity will be around US$ 112 
million per year or US$ 5.6 per kg to produce nickel only, but the opex could go down 
to only US$ 1.04 per kg by including other product slike hematite and magneside. 
Direct Nickel also said for the construction smelter with capacity of 60.0 Kt nickel 
per annum will require capex around US$ 1.34 billion with US$ 0.78 billion will be 
used for smelter construction, but its opex will decrease to US$ 5.02/kg nickel and 
will decrease further to US$ 0.46/kg for producing all by-products. Direct Nickel also 
calculated the IRR (internal rate of return) for 20.0 Kt and 60.0 Kt-capacity smelters 
will be around 27.2% and 42.0% with the assumption of nickel price on LME at US$ 
18,200 per ton.     

What Went Wrong?

IKI has tried to fi nd more about the Tanjung Buli DNI project through Antam documents 
and we were only able to fi nd one document mentioning about this project. IKI had 
asked a senior offi cial at Antam regarding the progress of DNI, and the offi cial only 
said that the project has been cancelled due to funding issue.  When IKI asked why 
this project was never mentioned in Antam’s important documents? the offi cial replied 
that this was because the project had never reached the commercial stage. IKI also 
asked his opinion about the DNI technology, and he only replied “based” on Direct 
Nickel statement, this technology can process Antam’s ore, and we don’t know the 
details about the DNI process since all of the extraction processes were done at DNI’s 
lab in Perth, Australia. IKI had tried to ask to Altilium regarding the project with Antam, 
and Altilium replied that Antam was not able to fund the DNI development as at the 
same time Antam was developing a ferronickel plant in Halmehara.

IKI Comment

IKI notice that in the metallurgy, the DNI technology categorize as agitation leaching, 
further investigation, IKI also found out that the main weakness in the agitation leaching 
is on the lower recoveries of nickel and cobalt due to diffi culties in the separation 
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of ferrous and alumina in the ores, with then make nickel processing through this 
type of leaching are rarely used in industries. Therefore, IKI found it very interesting 
when Direct Nickel said that its DNI process is able to recover higher nickel content 
compared to others. IKI also found that its chemical reaction on hydrolysis process 
is very simple, and the separation between ferrous and PLS also very easy, as IKI 
remembers that to separate materials bound in ferrous compounds is diffi cult as it 
needs extra power due to its strong chemical bounds and the reaction will be also 
always endothermic therefore it will need high temperature condition. 

IKI also found that Direct Nickel statement which mentioned that its DNI process is 
able to extract limonite ore is questionable as IKI has yet to fi nd that its technology 
has been applied for low grade ores, and IKI thinks it was very interesting that Direct 
Nickel prefered to process Antam’s medium grade, by blending limonite and saprolite, 
rather than using limonite ore as feed to its technology. IKI has yet to know about the 
agreement between Antam and Direct Nickel but IKI believes Antam prefers to use 
pyrometallurgy to process its 1.6% ores rather than hydrometallurgy. IKI also found that 
Direct Nickel statement which mentioned that one of the advantages of its technology 
is in the use of standard materials like stainless steel in the construction of the plant 
which may contrast with its statement after processing Antam’s ore as IKI has quoted 
above. IKI had asked a professor in Indonesia who is expert on hydrometallurgy and 
he said that DNI will be diffi cult to implement as nitric acid is a very aggressive reagent 
due to its high corrosive level which creates diffi culties in handling and transportation, 
and this statement seems to “confi rm” IKI thoughts about DNI statement regarding 
the materials for the smelters, and the professor also said the DNI process seems to 
simplify the reaction on hydrolysis process which in his opinion may not be correct.

About Direct Nickel

IKI had previously made research about Direct Nickel and we found that the company 
was established in 2005 by using the name of Direct Nickel PTY LTD, and then its name 
changed to Direct Nickel Projects PTY Limited in December 2012, and the changes 
occurred when the company was being listed on the Australia stock exchange by 
using the entity of Wintech Group Limited. But in September 2015, the company then 
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delisted from the stock exchange due to fi nancial issues as IKI also found that in 
2014 the company has total debts of almost AU$ 6.5 million. IKI also noticed that in 
September 2020 the company changed its name again to Altilium Projects (Australia) 
PTY LTD. 

Conclusion

IKI thinks that the concept used in DNI technology is good especially about the use 
of a technology that can be applied to all types of ores, and also about its concept 
in producing other chemical compounds like hematite and magnesia for reducing 
cost, as the major problem which has hindered hydro plant technology development 
is its high cost.   However, in IKI’s opinion it seems that this technology needs lots of 
improvement before it can go to commercial stage, and IKI found the same statement 
was also mentioned by an expert in the nickel processing as IKI quoted below,

Despite the success stories on nickel laterite leaching by 
using nitric acid in DNI, investigations on separation of 
nickel and cobalt in nitrate solution are still very limited. 
The performances of nickel and cobalt separation in nitrate 
medium are still poorly reported
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