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Energy transition 
CoalAsia and Petromindo.com have recently organized webinar series on the 

global coal market outlook amid growing discussions about energy transition. 
Countries across the globe are boosting energy transition from fossil fuels to 

renewable energy, including phasing out of coal for electricity generation. 
However, Asian countries are likely to slow down the transition as they are 

predominantly consumers of coal, which so far remains relatively more competitive 
than other energy sources.

The Indonesian government has insisted that coal will remain one of the main 
sources of energy with plans to boost domestic coal consumption among others 
through the development of downstream industry. 

Beni Suryadi, Manager of the Power, Fossil Fuel, Alternative Energy and 
Storage of ASEAN Center for Energy (ACE) agreed that coal would continue to play 
significant role in Southeast Asia region’s energy mix despite the rising renewable 
energy development in the region.

ACE suggested, according to Beni, that Southeast Asian countries should 
optimize the role of clean coal technology (CCT) in facilitating the transition toward 
sustainable and lower emission development.

Dharma Djojonegoro, Chairman of Mineral and Coal Committee at the Indonesia 
Chamber of Commerce and Industry (KADIN) said that coal will remain an 
important fuel in the next decades for the current operating coal-fired power plants. 

However, he emphasized that coal industry players should anticipate the growing 
trend of the phasing out of coal-fired power plant projects by investing in coal 
downstream projects, such as coal gasification and liquefaction.

Domestic coal users, meanwhile, have voiced concerns about potential disruption 
in domestic coal supply as the current rising trend in the price of the commodity 
could make coal miners to prefer exporting their output. 

Widodo Santoso, Chairman of the Indonesia Cement Association, said as the 
export prices rise, coal producers prefer to export their output, which may tighten 
domestic supply, a condition which had happened a few years ago.

Liana Bratasida, Executive Director of Indonesia Pulp and Paper Association 
(APKI) also shared the same concern regarding the impact of rising coal price, which 
may disrupt coal supply for domestic industries.

CoalAsia runs the energy transition trend as the mainstory for February edition.
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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New negative investment  
list – Somewhat less negative  
but hardly positive1234

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

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

Introduction
Indonesia’s long promised new 

Negative Investment List has been 
substantially finalized and is now 
awaiting the President’s signature.

While not really living up to the 
Government’s “hype” of this being 
the first time Indonesia will issue a 
“positive” Investment List, the 2021 
Negative Investment List is a material 
improvement on the existing 2016 
Negative Investment List. A more 
objective description might be the 
“somewhat less negative” 2021 Negative 
Investment List.

In this article, the writer will review 
the main changes introduced by 2021 
Negative Investment List, with a 
particular emphasis on how the 2021 
Negative Investment List deals with 
investments in the mining, minerals 
processing, oil & gas, power generation, 
renewables and construction industries.

Background
Indonesia has, for a long time, used 

a so-called “Negative Investment List” 
to set out the broad parameters of what 
is allowed and what is not allowed in 

terms of investment in different business 
fields or industry sectors. The Negative 
Investment List is intermittingly revised 
and updated to reflect significant 
changes in Government policy with 
regard to investment in different 
business fields or industry sectors. As 
such, the Negative Investment List is 
a “must read” in order to understand 
current Government policy with regard 
to investment, whether this be domestic 
investment or foreign investment. 

The last Negative Investment List 
was set out in Presidential Regulation 
No. 44 of 2016 re List of Business 
Fields that are Closed to Investment and 
Business Fields that are Conditionally 
Open to Investment (“2016 Negative 
Investment List”). The 2016 Negative 
Investment List divided industry sectors 
or “business fields” into (i) Open 
Business Fields, (ii) Closed Business 
Fields and (iii) Business Fields that were 
Conditionally Open.

Business fields/industry sectors, 
that were not mentioned in either the 
list of Closed Business Fields or the list 
of Conditionally Open Business Fields 
were declared to be “Open Business 

Fields” (“OBF Declaration”).

Conditionally Open Business Fields 
were business fields that were:
a. reserved for small, micro and 

medium business and co-operatives 
as well as for partnerships with 
micro, small and medium business 
enterprises (“MSMEs”) and co-
operatives; and

b. open subject to special conditions 
including (i) 100% domestic 
ownership, (ii) limited foreign 
ownership, (ii) specific locations only, 
(iii) special licenses/permits required 
and/or (iv) limited capital ownership 
within the scope of promoting co-
operation among members of the 
Association of South East Asian 
Nations (“ASEAN”) (“ASEAN 
Special Treatment Exception”).

The 2016 Negative Investment List 
made clear that where investment in 
Conditionally Open Business Fields was 
carried out “through indirect or portfolio 
investment in domestic capital markets 
transactions” (i.e., investment in the shares 
of companies listed on the Indonesia Stock 

OPINION
By Bill Sullivan
Christian Teo & Partners (in asscociation with Stephenson Harwood LLP)
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Exchange (“IDX”)), the relevant business 
fields became Open Business Fields 
(“Portfolio Investment Exception”).

The 2016 Negative Investment List 
further specified that where investment 
in Conditionally Open Business Fields 
was carried out in a special economic 
zone, such business fields/industry 
sectors became Open Business Fields 
except in the case of business fields/
industry sectors reserved for MSMEs 
and co-operatives (“SEZ Exemption”).

The 2016 Negative Investment List 
went on to provide that, in the case of 
mergers, acquisitions or consolidations 
involving companies with foreign 
investors and operating in the same 
business field, the applicable investment 
conditions were as follows:
a. mergers - the investment conditions 

or restrictions attaching to the 
surviving company had to be 
complied with;

b. acquisitions - the investment 
conditions or restrictions attaching 
to the acquired company had to be 
complied with; and 

c. consolidations - the investment 
conditions or restrictions attaching 
to the consolidated company had 
to be complied with (“Mergers 
Acquisitions & Consolidations 
Treatment”).

In addition, the 2016 Negative 
Investment List specified that where 
foreign investment in a company 
resulted in an expansion of business 
activities requiring increased capital:
a. that was satisfied through a rights 

issue in which domestic investors 
cannot participate, any subsequent 
sale of shares by the foreign investor 
was subject to a right of first refusal in 
favor of the domestic investors; and

b. any foreign ownership then in excess 
of the applicable foreign ownership 
limitation had to be brought into line 
with the applicable foreign ownership 
limitation within a maximum of 2 
years by way of (i) divestiture in 
favor of domestic investors, (ii) 
public offering and an Indonesia 
Stock Exchange listing or (iii) 

repurchase of excess shares owned by 
foreign investors that were then to be 
treated as treasury stock (“Business 
Activity Expansion Treatment”).

Finally, the 2016 Negative 
Investment List obliged investors to 
comply with “any technical terms 
and conditions of the performance 
of busines activities” imposed by (i) 
ministries/institutions which were 
“technically competent” in the relevant 
business field and/or (ii) provincial/
regional governments where they were 
authorized to impose such technical terms 
and conditions (“Technical Terms & 
Conditions Compliance Requirement”).

The 2016 Negative Investment 
List has now been replaced by a new 
Negative Investment List which will 
be set out in a Presidential Regulation 
re Business Sector Investment (“2021 
Negative Investment List”). This 
Presidential Regulation should, in 
theory, be issued not later than the 
end of February 2021 as mandated by 
Article 185(a) of Law No. 11 of 2020 
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re Job Creation (“Omnibus Law”). In 
reality, however, there is no certainty 
as to precisely when this Presidential 
Regulation will be issued.

Analysis and discussion 
1. Overview of 2021 Negative 

Investment List
The 2021 Negative Investment List 

adopts a somewhat different approach, 
to that used in the 2016 Negative 
Investment List, in categorizing industry 
sectors/business fields open or closed to 
investment. It also abolishes altogether 
or sets lower maximum foreign 
ownership limitations for some other 
industry sectors – particularly power 
plants, renewables and construction. In 
addition, the 2021 Negative Investment 
List integrates available tax incentives 
for investment in different industry 
sectors with the applicable foreign 
ownership limitations and other 
applicable requirements. 

In the 2021 Negative Investment 
List, all business fields/industry sectors 
are expressly stated to be open to 
investment except for (i) those business 
fields/industry sectors declared closed 
for investment and (ii) business fields/
industry sectors in which investment 
activities that can only be carried out by 
the Central Government. This statement 
and the fact that the particular business 
fields/industry sectors declared closed 
for investment are no longer to be 
found in the 2021 Negative Investment 
List but, rather, in the Omnibus Law 
are, presumably, the basis for the 
Government’s assertion that the 2021 
Negative Investment List is, in fact, 
the first “Positive Investment List” for 
Indonesia. 

The wording of the “open for 
investment” statement in the 2021 
Negative Investment List is, however, 

substantially the same as the wording of 
the equivalent OBF Declaration in the 
2016 Investment List. It also surely does 
not make any real difference whether 
the details of the business fields/industry 
sectors closed to investment appear in 
the Negative Investment List itself (as 
with the 2016 Negative Investment List) 
or in a separate piece of legislation (i.e., 
in the Omnibus Law as with the 2021 
Negative Investment List). The net 
result is exactly the same in each case. 
As such, the Government’s assertion 
that the 2021 Negative Investment List 
is Indonesia’s first “Positive Investment 
List” is really just an exercise in 
semantics and marketing “spin”.

2. Changes in Categorization of 
Industry Sectors/Business Fields
The 2021 Negative Investment List 

initially categorizes industry sectors/
business fields in much the same way 
as the 2016 Negative Investment List 
but then further categorizes or divides 
business fields that are open for 
investment into:
a. priority business fields;
b. business fields allocated to or for 

partnership with co-operatives and 
MSMEs;

c. business fields with certain 
requirements; and

d. business fields that are not included 
in categories (a), (b) or (c) above and 
are open to all investors.

Priority business fields are business 
fields that meet one or other of the 
following criteria/fall into one or other 
of the following categories:
a. part of national strategic programs/

projects;
b. capital intensive;
c. labour intensive;
d. high technology;

e. pioneer industries;
f. export orientation/import 

substitution; and/or
g. orientation in the activities 

of research, development and 
innovation.

The significance of the priority 
business field classification is that 
companies investing in a priority 
business field are entitled to fiscal and/
or non-fiscal incentives.

Fiscal incentives include (i) 
reduction of corporate income tax 
(“Tax Holidays”), (ii) income tax 
facilities (“Tax Allowances”) and (iii) 
gross income/net income reduction for 
taxable income calculation purposes 
(“Investment Allowances”).

Non-fiscal incentives include (i) 
facilitation of business licensing, (ii) 
provision of supporting infrastructure, (iii) 
energy access, (iv) guaranteed availability 
of raw materials, (v) assistance with 
immigration and labour hire needs and 
(vi) other facilities in accordance with 
applicable laws and regulations.

3.  Special Situations
The 2021 Negative Investment 

List maintains and otherwise does 
not materially change (i) the Portfolio 
Investment Exception, (ii) the 
SEZ Exception or (iii) the Mergers 
Acquisitions & Consolidations 
Treatment.

The 2021 Negative Investment 
List, however, no longer makes any 
specific reference to the (i) the Business 
Activity Expansion Treatment or (ii) 
the Technical Terms & Conditions 
Compliance Requirement. 

The Technical Terms & Conditions 
Compliance Requirement may, though, 
have simply been reformulated/
reworded as the 2021 Negative 
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Investment List now provides that (i) 
the “implementation of investment 
activities must refer to norms, 
standards, procedures and criteria 
stipulated by the Government” and (ii) 
“business licensing in the framework 
of investment implementation must be 
in accordance with the provisions of 
laws and regulations in the business 
licensing sector.”

The 2021 Negative Investment List 
also “spells out”, for the first time, that 
business licensing in the “financial 
business sector” and the “banking 
business sector” must be in accordance 
with the laws and regulations in the 
financial sector and the banking 
sector. Although this has long been 
the case in practice, it was not referred 
to in the 2016 Negative Investment 
List. Curiously, the 2021 Negative 
Investment List does not refer to other 
business fields/industry sectors that are 
separately regulated when it comes to 
foreign investment – the mining sector 
and the oil & gas sectors being the 
obvious examples. 

Finally, the 2021 Negative 
Investment List newly recognizes an 
exception (which if not new in itself is at 
least much broadly worded than it was 
in the 2016 Negative Investment List) 
to the limitations on maximum foreign 
ownership in the case of investors which 
have obtained special rights based on an 
agreement between Indonesia and the 
country of origin of the investor unless 
the provisions of the 2021 Negative 
Investment List are more favourable 
for the relevant investor (“Bi-lateral 
Agreement Exception”).

The Bi-lateral Agreement Exception 
is interesting as it clearly covers not 
only the ASEAN Special Treatment 
Exception (which is no longer expressly 
mentioned in the 2021 Negative 

Investment List) but also other bi-lateral 
treaties to which Indonesia is a party 
including, most notably, the Indonesia 
Australia Comprehensive Economic 
Partnership Agreement (“IA-CEPA”). 
To the extent Annexure II to IA-CEPA 
allows Australian investors and services 
providers to invest/operate in certain 
business fields/industry sectors with 
fewer requirements and less onerous 
restrictions than are specified in the 
2021 Negative Investment List then 
Australian investors and services 
providers will be entitled to the better 
treatment available under IA-CEPA. It 
is important to bear in mind, however, 
that IA-CEPA also sets out a number of 
Indonesian “non-conforming measures” 
which are expressly excluded from 
any right of challenge by Australian 
investors and services providers on the 
basis of the protections/rights otherwise 
accorded to Australian investors and 
services providers by IA-CEPA. As these 
excluded “non-conforming measures” 
include various foreign ownership 
limitations and divestiture requirements 
imposed by Indonesia, it would be a 
mistake to assume that the Bi-lateral 
Agreement Exception will be of any 
help to Australian investors and services 
providers in providing a new basis for 
challenging these “non-conforming 
measures” including in the mining sector. 

4. Fewer Business Fields Closed to 
Investment
The number of business fields/

industry sectors closed to investment 
will be reduced from 20 business 
fields/industry sectors in the 2016 
Negative Investment List to only 6 
business fields/industry sectors in the 
2021 Negative Investment List. The 
remaining 6 business fields/industry 
sectors closed to investment, as set out 

in the Omnibus Law,  are (i) cultivation 
and industrial activities in respect of 
Category 1 narcotics, (ii) any form of 
gambling and operation of casinos, (iii) 
fishing activities in respect of those fish 
species mentioned in Appendix 1 of 
the Convention re International Trade 
in Endangered Species of Wild Fauna 
and Flora, (iv) harvesting or utilization 
of coral, (v) chemical weapons 
manufacturing and (vi) industrial 
chemicals resulting in ozone depletion.

Unfortunately, however, none of the 
14 business fields/industry sectors to be 
newly opened to investment are even 
remotely relevant to the mining, minerals 
processing, oil & gas, power generation, 
renewables or construction industries.

5. Integration of Investment 
Requirements and Available Tax 
Concessions
The 2021 Negative Investment List 

does not necessarily offer companies 
investing in the newly specified 
“priority business fields” any new fiscal 
and/or non-fiscal incentives that are 
not already provided for elsewhere. 
However, for the first time, the 2021 
Negative Investment List sets out, in 
the one document, both the investment 
requirements applicable to different 
business fields/industry sectors and the 
available fiscal/non-fiscal incentives 
available to companies investing in 
those business fields/industry sectors 
that ae designated as “priority business 
fields”. This is a commendable 
development as it greatly facilitates 
assessment of the attractiveness or 
otherwise of individual business fields/
industry sectors as potential investment 
destinations. 

6. Treatment of Certain Individual 
Business Fields/Industry Sectors
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No. Bussiness Sector

2016 Negative
Investment List

2021 Negative
Investment List 2021 Negative Investment List

Specific 
Requirements/

Limitations

Specific 
Requirements/

Limitations
Identified Available Tax Incentives

1.1 Iron sand mining N/A N/A

Available fiscal incentive: Tax allowance

Scope of product: Iron sand processing  
and/or refining

Requirement: New construction and/or 
expansion of smelters

1.2

a.  Iron ore mining

b.  Uranium and thorium ore mining

c.  Tin ore mining

d.  Lead ore mining

e.  Bauxite and aluminum ores mining

f.   Copper ore mining

g.  Nickel ore mining

h.  Manganese ore mining

N/A N/A

Available fiscal incentive: Tax allowance

Scope of Product: Ore processing and/or 
refining

Requirement: New construction and/or 
expansion of smelters

1.3
Mining of other minerals that do not 

contain iron ore
N/A N/A

Available fiscal incentive: Tax allowance

Scope of product: processing and/or  
refining of: (i) Zinc ore; (ii) Zirconium ore;  
(iii) Chromite ore; (iv) Antimony ore; (v) 
Ilmenite; (vi) Rutile; (vii) rare sand minerals.

Requirement: New construction and/or 
expansion of smelters

1.4 Gold and silver mining N/A N/A

Available fiscal incentive: Tax allowance 

Scope of product: gold and silver ore 
processing and/or refining

Requirement: New construction and/or 
expansion of smelters

1.5 Coal mining N/A N/A

Available fiscal incentive: Tax allowance

Scope of Product: coal liquefaction and 
upgrading

Requirement: Aceh, West Sumatera,  
Riau, Jambi, South Sumatera, Bengkulu, 
Central Kalimantan, South Kalimantan,  
East Kalimantan, North Kalimantan,  
West Papua and Papua

6.1 Mining: The treatment of mining, in the 2021 Negative Investment List, is set out in the following table:

Table 1 - MINING
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No. Bussiness Sector

2016 Negative
Investment List

2021 Negative
Investment List 2021 Negative Investment List

Specific 
Requirements/

Limitations

Specific 
Requirements/

Limitations
Identified Available Tax Incentives

3.1 Coal Gasification at the Mining Site N/A N/A Available Fiscal Incentive: Tax Allowance 
Scope of Product: coal gasification

3.2 Coal Product Industry N/A N/A
Available Fiscal Incentive: Tax Allowance 
Scope of Product: all product scopes 
included in  KBLI 191900

3.3 Coal Briquette Industry N/A N/A
Available Fiscal Incentive: Tax Allowance 
Scope of Product: all product scopes 
included in KBLI 19292

Table 2 - METAL ORE PROCESSING & REFINING

Table 3 - COAL DOWNSTREAMING

No. Bussiness Sector

2016 Negative
Investment List

2021 Negative
Investment List 2021 Negative Investment List

Specific 
Requirements/

Limitations

Specific 
Requirements/

Limitations
Identified Available Tax Incentives

2.1

Metal manufacturing industry producing:

a.  Gold ingots;

b.  Silver ingots; 

c.  Platinum;

d.  Alumina (bauxite into alumina);

e.  Aluminum ingots (alumina ingots);

f.   Nickel ore using pyrometallurgy 
process;

g.  Nickel metal from nickel ore  
using hydrometallurgy process;

h. Copper cathodes;

i.   Aluminum in the form of billets, 
pipes, plates or rods derived from 
raw materials other than scrap that 
is integrated with aluminum ingot 
manufacturing;

j.   Copper in the form of pipes,  
plates and sheets that is integrated 
with cathode manufacturing.

N/A N/A Available Fiscal Incentive: Tax Holiday

2.2 Industry that produces rare earth metals N/A N/A Available Fiscal Incentive: Tax Holiday

6.2 Metal Ore Processing & Refining: The treatment of metal ore processing & refining, in the 2021  
Negative Investment List, is set out in the following table:

6.3 Coal Downstreaming: The treatment of coal downstreaming, in the 2021 Negative Investment List, 
is set out in the following table:
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No. Bussiness Sector

2016 Negative
Investment List

2021 Negative
Investment List 2021 Negative Investment List

Specific 
Requirements/

Limitations

Specific 
Requirements/

Limitations
Identified Available Tax Incentives

4.1 Oil and gas, geologic and geophysical 
surveying services

Foreign capital 
ownership:  
max 49%

N/A N/A

4.2 Onshore oil and gas drilling services Domestic capital: 
100% N/A N/A

4.3 Offshore oil and gas drilling services
Foreign capital 

ownership:  
max 75%

N/A N/A

4.4 Oil and gas support services - Well 
operation and maintenance services

Domestic capital: 
100% N/A N/A

4.5 Oil and gas support services - Oil and 
gas design and engineering services

Domestic capital: 
100% N/A N/A

4.6 Oil and gas support services - 
Technical inspection services

Domestic capital: 
100% N/A N/A

6.4 Oil & Gas: The treatment of oil & gas, in the 2021 Negative Investment List, is set out in the following table:
Table 4 - OIL & GAS

Table 5 - POWER PLANT /ELECTRICY GENERATION

No. Bussiness Sector

2016 Negative
Investment List

2021 Negative
Investment List 2021 Negative Investment List

Specific 
Requirements/

Limitations

Specific 
Requirements/

Limitations
Identified Available Tax Incentives

5.1 Power Plant <1MW Domestic capital: 
100%

Co-operatives  
and MSMEs only N/A

5.2 Small-scale Power Plant (1 – 10 MW) 
(KBLI 35101)

Foreign capital 
ownership: max 

49%
N/A N/A

5.3 Geothermal power plant with a 
capacity of <= 10 MW

Foreign capital 
ownership:  
max 67%

N/A N/A

5.4 Power Plant > 10 MW

Foreign capital 
ownership:  
max 95%

(Maximum 100% 
for the purpose 
of Public Private 

Partnerships 
during concession 

period)

N/A N/A

5.5 Power transmission

Foreign capital 
ownership: max 

95%
(Maximum 100% 
for the purpose 
of Public Private 

Partnerships 
during concession 

period)

N/A N/A

6.5 Power Plants/Electricity Generation: The treatment of power plants/electricity generation, in the 2021  
Negative Investment List, is set out in the following table:
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5.6 Power distribution

Foreign capital 
ownership:  
max 95%

(Maximum 100% 
for the purpose 
of Public Private 

Partnerships 
during concession 

period)

N/A N/A

5.7 Power installation consultancy
Foreign capital 

ownership:  
max 95%

Partnership with 
co-operatives and 
MSMEs

Sector: Energy and 
Mineral Resources

N/A

5.8 Power construction and installation - 
Electrical utility construction

Foreign capital 
ownership:  
max 95%

Business 
Sector: Electrical 
Civil Building 
Construction 
using simple 
and intermediate 
technologies - 
Other civil building 
construction etc. 
using simple 
and intermediate 
technologies - 
Construction of 
other electrical and 
telecommunication 
networks using 
simple and 
intermediate 
technologies

Co-operatives and 
MSMEs only

Sector: Public 
Works and Housing

N/A

5.9
Power construction and installation 
- High/extra-high voltage electrical 
installation

Foreign capital 
ownership:  
max 49%

N/A N/A

5.10
Power construction and installation 
-Low/medium voltage electrical 
installation

Domestic capital: 
100%

Co-operatives and 
MSMEs only

Sector: Energy and 
Mineral Resources

N/A

5.11 Operation and maintenance of 
electrical installation

Foreign capital 
ownership:  
max 95%

N/A N/A

5.12
Testing and analysis of electrical 
installation - Electrical utility 
construction and high/extra-high 
voltage electrical installation

Foreign capital 
ownership:  
max 49%

N/A N/A

5.13
Testing and analysis of electrical 
installation - Low/medium voltage 
electrical installation

Domestical capital: 
100%

Co-operatives and 
MSMEs only

Sector: Energy and 
Mineral Resources

N/A
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OPINION

No. Bussiness Sector

2016 Negative
Investment List

2021 Negative
Investment List 2021 Negative Investment List

Specific 
Requirements/

Limitations

Specific 
Requirements/

Limitations
Identified Available Tax Incentives

6.1 Geothermal surveying services
Foreign capital 

ownership:  
max 95%

N/A N/A 

6.2 Geothermal drilling services 
Foreign capital 

ownership:  
max 95%

N/A Available Fiscal Incentive: Tax Allowance

6.3 Geothermal operation and 
maintenance Services 

Foreign capital 
ownership: 90% N/A

-  geothermal energy exploration

-  geothermal energy drilling

6.6 Renewable Energy: The treatment of renewable energy, in the 2021 Negative Investment List,  
is set out in the following table:

Table 6 - RENEWABLE ENERGY
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Summary & conclusions
The 2021 Negative Investment List 

is, undeniably, an improvement on the 
2016 Negative Investment List. 

The 2021 Negative Investment 
List does not, however, live up to the 
Government’s promise of a “Positive 
Investment List”. It is really just a 
somewhat less negative “Negative 
Investment List”. 

This article was written by Bill Sullivan, Senior Foreign Counsel with 
Christian Teo & Partners and Senior Adviser to Stephenson Harwood LLP. 
Christian Teo & Partners is a Jakarta based, Indonesian law firm and a leader 
in Indonesian energy, infrastructure and mining law and regulatory practice. 
Christian Teo & Partners operates in close association with international law 
firm Stephenson Harwood LLP which has ten offices across Asia, Europe and 
the Middle East: Beijing, Dubai, Hong Kong, London, Paris, Piraeus, Seoul, 
Shanghai, Singapore and Yangon. 

6.7  Construction: The treatment of construction, in the 2021 Negative Investment List, is set 
out in the following table:
Table 7 - CONSTRUCTION

No. Bussiness Sector

2016 Negative
Investment List

2021 Negative
Investment List 2021 Negative Investment List

Specific 
Requirements/

Limitations

Specific 
Requirements/

Limitations
Identified Available Tax Incentives

7.1

Construction services (construction 
contractors) with simple and medium 
technologies and/or small and medium 
risks and/or work value of up to IDR 
50,000,000,000

- Foreign capital 
ownership:  
max 67%

-Max 70% for 
ASEAN investors

N/A N/A 

7.2

Business services /construction 
consultancy services with simple/
medium technologies and/or small/
medium risks and/or value less than 
IDR 10,000,000,000

- Foreign capital 
ownership:  
max 67%

- Max 70% for 
ASEAN investors

N/A N/A

7.3 Oil and gas construction services - 
Platforms

Foreign capital 
ownership:  
max 75%

N/A N/A

7.4 Oil and gas construction services - 
Spherical tanks

Foreign capital 
ownership:  
max 49%

N/A N/A

7.5
Oil and gas construction services - 
Onshore oil and natural gas upstream 
production installations

Domestic capital: 
100% N/A N/A

7.6 Oil and gas construction services - 
Onshore pipeline installations

Domestic capital: 
100% N/A N/A

7.7 Oil and gas construction services - 
Offshore pipeline installations

Foreign capital 
ownership:  
max 49%

N/A N/A

7.8
Oil and gas construction services 
-Horizontal/vertical tanks, onshore oil 
and natural gas storage and marketing 
installations

Domestic capital: 
100% N/A N/A
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Golden Energy unit gets loan 
from an affiliated firm

IDX-listed coal miner PT Golden 
Energy Mines Tbk said a subsidiary of 
the company, PT Kuansing Inti Makmur 
(KIM), has secured a loan facility with a 
maximum amount of Rp100 billion.

The loan was obtained from PT Bungo 
Bara Utama (BBU), a fellow controlled 
subsidiary of Golden Energy.

The loan agreement was signed on 
Feb. 18, 2021.

The term of the loan facility is valid 
until Dec. 31, 2022, with an interest rate of 
9.5 percent per annum.

Golden Energy said KIM will use 
the loan facility for capital expenditure 
and expenses for developing coal mining 
infrastructure.

President signs regulation on 
zero percent coal royalty

President Joko Widodo had on 2 
February 2021 signed Government 
Regulation No 25/2021 on the exemption 
of royalty for coal that will be used as raw 
materials in downstream industries.

The Ministry of Energy and Mineral 
Resources said that the government 
regulation is an implementing regulation 
of the Employment Creation Law, which 
stipulates that coal used in downstream 
industries shall be exempted from royalty.

The proposed zero percent coal royalty 
for coal downstream industries must be 
approved by the Minister of Finance, 
which is expected to issue implementing 
policy of the new Government Regulation 
No 25/2021.

“The amount, requirements, and 
procedure for the imposition of a royalty 
of 0% must first obtain approval from the 
Minister in charge of government affairs in 
the field of state finance,” reads Article 3 
of the new government regulation.

The Ministry of Energy and Mineral 
Resources has said that a number of 

coal downstream projects including coal 
gasification to produce dimethyl ether 
planned by coal miners such as PT Bukit 
Asam Tbk and PT Kaltim Prima Coal are 
expected to start production in 2024. 

The ministry said that there are 
seven types of coal downstream 
industry pushed by the government 
to generate greater value from the 
country’s coal resources including coal 
gasification, coking coal, underground 
coal gasification, coal liquefaction, coal 
upgrading, coal briquetted, and coal 
slurry/coal water mixture.

Small, mid-sized miners have 
better growth prospect

Indonesia Mining Services Association 
(ASPINDO/IMSA) stated that small and 
medium-sized coal mining companies in 
Indonesia will have better growth prospect 
than large miners in the future as the big 
miners have nearly achieved their full 
production capacity.

IMSA said that the prospect may 
boost demand for smaller capacity heavy 
equipment.   “In the future, the growth 
prospect of large heavy equipment will be 
limited as the small-medium miners are 
expected to have better growth prospect,” 
Bambang Tjahjono, Director Executive of 
IMSA, said in a webinar. 

Bambang said that large scale mines 
require large capacity heavy equipment 
to operate more efficiently. “But small-
medium mines with lower calorific value 
coal have different characteristics,” he said.

Giri Kus Anggoro, Chairman II 
of Heavy Equipment Manufacturer 
Association of Indonesia (HINABI), 
confirmed that smaller heavy equipment, 
particularly 20 tons type of hydraulic 
excavator, currently accounts for 50-55 
percent of the total heavy equipment 
demand.

 “The heavy equipment demand may 
grow about 30 percent in 2021 compared to 
2020 with 4,500 units per year,” he said. 

COALNEWS
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P
alembang-based mining 
contractor PT Ulima Nitra 
Tbk (IDX:UNIQ) is set to  
offer 300 million shares, 

representing 9.56 percent of the company’s 
outstanding shares, through an initial 
public offering (IPO) in early March, 
followed by listing on the Indonesian 
Stock Exchange (debut) on March 8, 2021. 
The IPO is a move to generate fresh funds 
from the general public.

The company has set book building 
as part of the IPO process on Feb 17-19, 
2021, followed by shares allotment on 
March 4 and shares listing on March 
8.  Ulima has appointed PT Surya 
Fajar Capital Tbk (IDX:SFAN) as the 
underwriter of the IPO.

The company sets the IPO price in 
a range of Rp115-118 per share. Given 
the size of the IPO and the share price, 
the company expects to generate Rp35.4 

billion fresh funds from the listing plan.
A portion of the IPO proceeds, it said, 

will be used to bolster the company’s 
working capital, while the other portion 
will be used to repay debts to the 
controlling shareholders, PT Surya Fajar 
Capital Tbk and PT Surya Fajar Corpora.

Surya Fajar Corpora is the controlling 
shareholder of SFAN through private equity. 
In return, Surya Fajar Corpora is 99-percent 
owned by businessman Steffen Fang, who is 
also President Director of SFAN.

In addition to the IPO, the company 
also issues new shares that will be 
converted into equity (debt-to-equity 
scheme). The company will also offer 
shares to its employees (ESA).

Before the IPO, UNIQ is owned by 
Jati Simina (55 percent), Burhan Tjokro 
(15 percent), Ulung Wijaya (15 percent), 
Mertje Tjokro (5 percent), Tuti Nuarni (5 
percent), and Merty Tjokro (5 percent).

After the IPO and debt conversion, 
the shareholder’s composition of UNIQ 
will change. The company holds working 
contracts with a number of companies, 
including PT Pertamina Gas Central 
Sumatera Area, Conocophillips (Grissik) 
Ltd, Cococophollips, coal mine contractors 
PT Manambang Muara Enim, and PT 
Banyan Koalindo Lestari.

Ulima recorded revenues of Rp301.94 
billion in 2017, then increased to 
Rp345.02 billion in 2018, and declined 
to Rp332.52 billion in 2019. In the first 
semester of 2020, the company recorded 
revenues of Rp155.46 billion, higher 
compared to Rp140.08 billion in the same 
period in 2019.

Ulima Nitra was established in 1992 in 
Palembang, South Sumatera. At present, 
the company had more than 27 years of 
experience contributing to the nation’s 
development. 

Ulima Nitra set to list shares on March 8
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Darma Henwa’s operations 
affected by heavy rainfall

IDX-listed mining contractor PT 
Darma Henwa Tbk confirmed that the 
heavy rainfall in early part of this year has 
affected its mining operations. However, 
the company stated that it has anticipated 
the impact of the heavy rainfall by 
increasing dewatering pump capacity.

“The heavy rainfall has caused 
reduction of operational hours. But the 
company tries to optimize the effective 
operating hours by preparing more 
capacity of dewatering pump and sump 
area to accommodate the higher water 
volume,” Mukson Arif Rosyidi, Chief 
Investor Relation & Corporate Secretary 
of Darma Henwa, said to Petromindo.com.

Darma Henwa operates in a number 
of coal projects namely Bengalon Coal 
Mining in East Kalimantan, Asam Asam 
Coal Mining in South Kalimantan and 
Satui Coal Mining in South Kalimantan.

In 2020, Mukson said the company’s 
realized production volume was 111.6 
million bank cubic meters of overburden 
removal and 16.39 million tons of coal 
getting. He declined to disclose the output 
guidance for 2021 as it is still under 
internal review.

“But we believe the target and 
production achievement this year will be 
better than last year,” he said.

Indika plans lower capex  
this year

IDX-listed integrated energy 
company PT Indika Energy Tbk plans 
capital expenditure of US$130.7 million 
this year, the bulk of which will be 
allocated for its mining and oil and gas 
services firm PT Petrosea Tbk.

“We have budgeted capital 
expenditure or capex for 2021 at US$130.7 
million,” said Indika Head of Corporate 
Communications Ricky Fernando to news 
portal bisnis.com.

In January of last year, Indika said that 
it planned 2020 capex of $146 million, 
down from 2019 capex of $315 million.

Ricky said that about $80 million 
of the 2021 capex will be allocated for 
Petrosea, $14.3 million for Interport, 
and only $12.9 million for its East 
Kalimantan coal miner PT Kideco Jaya 
Agung.

As has been previously reported, 
Indika this year plans coal production 
of 31.4 million tons, lower than 2020 
estimated output of 34.2 million tons.  
About 30 million tons of this year’s coal 
output target will come from Kideco, 
and the remainder from PT Multi 
Tambangjaya Utama.

PCN sets flat 2021 coal  
output target

PT Pesona Cipta Nusantara (PCN), 
a coal miner in Tanah Bumbu Regency, 
South Kalimantan Province, plans flat coal 

output of 5-6 million tons in 2021, or the 
same as last year’s target.

PCN Director Andi Ananda 
Manggabarani said the company will 
allocate half of this year’s output for the 
domestic market.

 “In 2021, we plan to produce 5-6 
million tons,” he said to Petromindo.com 
on Thursday. He declined to disclose the 
realized coal production volume in 2020.  
In the first half of last year, the company 
produced 2.2 million tons of coal.

PCN produces 4,200 kcal/kg (GAR) 
coal quality with very low 0.5 percent 
sulfur content which is suitable for 
coal-fired power plants.  The company’s 
domestic customers include state-owned 
electricity firm PT PLN, cement plants, 
and retail buyers.

 “We allocate half of our output to 
export market and another half to domestic 
market,” he said. PCN mostly exports coal 
to China’s market. 
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Coal miners told to diversify 
as no new coal plant projects 
going forward

Coal miners are advised to start 
diversifying into downstream business due 
to increasingly limited new demand in the 
future as there will be no new coal-fired 
power plant projects both in Indonesia and 
other countries as financial institutions are 
avoiding coal-related projects.

Dharma Djojonegoro, Chairman 
of Mineral and Coal Committee at the 
Indonesia Chamber of Commerce and 
Industry (KADIN), stated that increasing 
number of global lenders, insurers and 
manufacturers have stopped supporting 
new coal-fired power plant projects.

“The implication is there will be no 
new coal-fired power plant projects in 
Indonesia and other countries. Those 
(currently) under-construction may be the 

last ones,” he said in a webinar hosted 
by Petromindo.com.

Dharma mentioned global 
development lenders such as JBIC have 
decided to no longer finance coal related 
projects, while K-SURE and KEXIM will 
only consider USC-type coal-fired power 
plant projects.

Major global insurers such as 
Allianz and AXA, and engineering and 
construction firms such as Black & Veatch 
and Samsung C&T are also moving away 
from coal. GE, Toshiba, Siemens will no 
longer supply equipment for new coal-
fired power plants.

Dharma said that coal will remain 
important fuel in the next decades for 
the current operating coal-fired power 
plants. However, he emphasized that coal 
industry players should anticipate the 
growing trend of the phasing out of coal-

fired power plant projects by developing 
coal downstream projects, such as coal 
gasification and liquefaction.

PAMA anticipates steady 
production in Q1

PT Pamapersada Nusantara (PAMA), 
a mining contractor and subsidiary of IDX-
listed PT United Tractors Tbk, anticipated 
steady production volume in the first 
quarter (Q1) of 2021 due to heavy rainfall.

PAMA is projected to produce flat 
output volume this year of 820 million 
bank cubic meters (bcm) of overburden 
removal and 113-115 million tons of coal.

Sara K Loebis, Corporate Secretary 
of PT United Tractors Tbk, said that the 
company has anticipated the impact of 
heavy rainfall in December and January.

 “The production graphic is usually 
steady in the first quarter and then 
increases in the middle of the year 
when rainy season ends. As of now, the 
production estimate is in-line (with the 
target),” she said to Petromindo.com.

To mitigate the impact of heavy 
rainfall, according to Sara, PAMA has 
mining designs that reduce the risk of 
flooding and conducts maintenance 
of all-weather hauling road to avoid 
slippery road.

January coal output stands at 
42.35m tons

The country’s coal output in January 
of this year reached 42.35 million 
tons, representing 7.7 percent of the 
government’s full-year target of 550 
million tons, according to Ministry of 
Energy and Mineral Resources data.

Realized export in January stood at 
18.01 million tons, or 4.60 percent of the 
full-year target of 395 million tons.

The ministry has set coal domestic 
market obligation (DMO) volume for this 
year at 155 million tons, but no realized 
DMO was recorded in January. 

[COALNEWS]
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Construction of Tanjung 
Carat Port to start end 2021

Construction of the long-awaited deep-
sea Tanjung Carat Port project in South 
Sumatra Province is expected to start at 
the end of 2021, according to provincial 
Governor Herman Deru.

“The plan is to start construction at the 
end of this year, the (central) government 
has responded positively. The people need 
this port, which can accelerate economic 
growth in South Sumatra,” he said.

He said that once completed, the 
Tanjung Carat Port, the first deep-sea 
port in the province, will help accelerate 
shipment of key commodities produced in 
the province including coal, and lure fresh 
investment into the province.

State Minister of National 
Development Planning, Suharso Monoarfa 
expected the Tanjung Carat Port project to 
be completed in 2023.

Septian Harjo Seto, Deputy for 
Investment and Mining at the Office of 
the Coordinating Minister for Maritime 
Affairs and Investment, said that the 
Tanjung Carat Port will increase coal 
production in the province, which in turn 
would provide positive contribution to 
economic growth.   Tanjung Carat port 
is part of the proposed Tanjung Api Api 
special economic zone project, which 
will be developed by state-owned port 

operator PT Pelindo II.
In October of last year, Fuad 

Fachroeddin, Business Development 
Director of IDX-listed coal miner PT 
Bukit Asam Tbk (PTBA) said that the 
company was looking into the possibility 
to transport coal from its Tanjung Enim 
mine in South Sumatra to the proposed 
Tanjung Carat port.

The company has signed HoA with 
Pelindo II, under which the two firms 
will team up to study coal transportation 
from Tanjung Enim through Lematang 
and Musi rivers to Tanjung Carat Port as 
transshipment point. The new logistics 
route plan is part of PTBA’s effort to cut 
coal transportation costs and to increase 
transportation volume.

Semen Indonesia’s cement 
plants now operate on 
alternative fuels

State-owned cement company PT 
Semen Indonesia Tbk (SMGR) has 
released a goal of getting all of its cement 
plants to operate on alternative fuel. This 
effort will also support the government’s 
aim of reducing Indonesia’s use of coal.

“We want to provide a long-term 
solution in overcoming the problem of 
domestic waste that can have a positive 
impact on the environment and society at 
large,” said SMGR Director, Hendi Prio 

Santoso as quoted by cement.com.
He explained that all SMGR factories 

now without exception have used biomass 
as an alternative fuel. At Solusi Bangun 
Andalas factory (Aceh), Semen Padang 
(West Sumatra) and Semen Tonasa (South 
Sulawesi), for example, the alternative 
fuels used come from rice husks and 
sawdust. Additionally, since 2008, all 
operations at the Tuban factory, East Java, 
have also used biomass fuel from rice 
husks, coconut husks, tobacco waste and 
corn kernels.

“We get all agricultural waste from a 
number of districts in East Java, including 
Tuban, Lamongan, Bojonegoro and 
Banyuwangi. This year, every month 
the Tuban Factory receives 2553t of rice 
husk, 244t of coco peat, 244t of tobacco 
waste and 90t of reject paper, all for our 
alternative fuel sources, “ said Santoso.

As for the factory owned by PT Solusi 
Bangun Indonesia Tbk (SBI), which is one 
of SMGR’s subsidiaries, the company has 
used municipal solid waste (MSW) as an 
alternative fuel in making cement through 
the Integrated Refused Derived Waste 
Management Facility (TPS RDF) in the 
Tritih Lor, Jeruklegi, Cilacap Regency, 
Central Java. This facility was inaugurated 
in July 2020 and is the first integrated 
domestic waste processing facility in 
Indonesia. 

[COALNEWS]
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D
espite positive short-term 
outlook, coal demand in Japan, 
South Korea and Taiwan (JKT) 
markets is projected to decline 

going forward amid government policies to 
reduce carbon emission and phase out coal-
fired power plants. 

“Our projection for 2021 is still 
positive (for the JKT markets), where 
Japan will import additional 5 million 
tons this year,” Manjot Singh, Senior 
Consultant of CRU Group, said in a recent 
webinar on JKT market outlook hosted 
by Petromindo.com. Based on CRU data, 
Japan imported 115 million tons of coal in 
2020 and is expected to import 120 million 
tons in 2021. For South Korea, CRU 
expected the coal import will remain flat 
in 2021 at 91 million level.

However, Singh mentioned that 
thermal coal imports by Japan and South 
Korea will keep declining in the next five 
years. Japan’s coal import is estimated to 

fall to 98 million tons by 2025, and South 
Korea’s coal import will also drop to 79 
million tons by 2025.

F. Hary Kristiono, Chief Operating 
Officer of coal miner PT Medco Energi 
Mining Internasional (MEMI), said that 
Japan, South Korea and Taiwan are among 
of Indonesia’s top five coal export markets 
after China and India.

Based on data provided by MEMI, 
Taiwan is expected to increase the coal 
import in 2021 up to 55.1 million tons 
compared to 52.6 million tons in 2020.

Hary confirmed that the coal demand 
from these markets will decline in the 
coming decade due to growing renewable 
energy development. “But the current 
main issue in Japan, South Korea and 
Taiwan markets is coal-gas competition, 
on how low they can go,” he said.

James Stevenson, Senior Director 
of Research and Analysis for Coal, 
Metals and Mining, IHS Markit, said that 

coal imports by the JKT markets will 
strengthen in 2021 but will not return to 
pre-Covid-19 level.

He added that coal imports into all 
three countries will wane going forward, 
suggesting that Indonesian coal exporters 
need to start looking for new markets to 
compensate especially as they’re also 
competing with efficient coal producers 
from Australia in the JKT markets.  

Stevenson expects coal import by 
Japan to recover by 4-5 million tons this 
year, compared to a loss of 6 million tons 
last year.  

He said that South Korea coal import 
is expected to recover by only 5 million 
tons this year of the 15 million tons lost in 
2020 amid government policy to reduce 
emissions and on import restrictions.

He said that import by Taiwan is 
expected to recover by 0.6 million tons 
this year, compared to a loss of 2 million 
tons last year. 

Coal demand in JKT markets projected to decline
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February coal reference  
price surges 15.7%

The Ministry of Energy and Mineral 
Resources (MEMR) has set its February 
coal reference price (HBA) at US$87.79 
per ton, surged 15.7 percent from 
US$75.84 per ton in January, due to strong 
demand from Indonesia’s key coal buyers 
as well as ‘commodity supercycle’.

The February reference price was also 
31.24 percent higher than in the same 
month last year, which stood at US$66.89 
per ton.

Spokesperson of the energy ministry 
Agung Pribadi said the price increase 
was driven by the so-called commodity 
supercycle phenomenon, namely the 
rebound of global gas price, which resulted 

in an increase of other commodities, 
including coal.

He said this commodity supercycle 
is expected to continue throughout 2021. 
Among the triggers are the low-interest 
rates, weaker US dollar against major 
currencies, weaker global economy as 
well as the development of infrastructure 
projects in various countries which 
are expected to trigger the rise of key 
commodity prices.

In addition, the winter season in China 
has pushed up coal demand. “China’s 
domestic coal supply is not enough to 
meet the demand from its coal-fired power 
generations,” Pribadi said in a statement.

In 2020, the average coal reference 
price of Indonesia stood at USD58.17/t, 

the lowest average price since 2015, 
Pribadi said. In 2020, Indonesia’s coal 
production reached 560.74 million tons 
(Mt), exceeds 1.95 percent from its 550 
Mt target and was slightly higher than the 
energy ministry’s estimation early last 
month 557.5 Mt.

For 2021, the MEMR has decided to 
set the coal production target at 550 Mt.

ITMG coal mines affected  
by heavy rainfall

Heavy rainfall in Kalimantan region 
has affected the operations of IDX-listed 
coal producer PT Indo Tambangraya 
Megah Tbk (ITMG) mines, particularly 
mines operated by subsidiaries PT 
Kitadin Embalut in East Kalimantan and 
PT Jorong Barutama Greston in South 
Kalimantan.

“Heavy rainfall has reduced our 
mines productivity, particularly in 
Embalut and Jorong,” Yulius Gozali, 
Director of Investor Relations of ITMG, 
said to Petromindo.com. To deal with 
the situation, the company, according to 
Yulius, applies pumps and channeling 
water in the pit out to the ponds.

Yulius, however, said that the bad 
weather in the region has not affected 
the coal delivery. “We will boost the 
production in the dry season to make 
up for the lower production in the rainy 
season,” he said, but did not disclose the 
2021 coal output and sales volume target.

ITMG produces coal via five 
subsidiaries namely PT Indominco 
Mandiri, PT Trubaindo Coal Mining, PT 
Bharinto Ekatama, PT Kitadin Embalut 
and PT Jorong Barutama Greston.

In December of last year, Yulius 
said that 2020 coal production and sales 
volumes were expected to be lower 
than the initial target of 19 million-20.1 
million tons and 22 million tons, 
respectively, due to heavy rainfall in the 
fourth quarter of the year. C
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Medco’s coal unit to boost 
output this year, to ship coal 
to smelters

PT Borneo Emas Hitam (BEH), a 
subsidiary of PT Medco Energi Mining 
Indonesia (MEMI), which operates coal 
mine in Samarinda, East Kalimantan 
Province, aims to boost output this year 
and plans to make initial shipments to 
nickel smelters in Sulawesi soon.

MEMI Chief Operating Officer, Harry 
Kristiono told Petromindo.com that based 
on the company’s 2021 work program and 
budget (RKAB) approved by the Ministry 
of Energy and Mineral Resources BEH’s 
coal output target for this year is set at 
300,000 tons.   

BEH started coal production in 
November of last year.  The company was 
targeted to produce 50,000 tons last year, 
but realized output was only 15,000 tons, 
Harry said.

He added that the BEH’s coal, with 
calorific value of 6,500 kcal/kg (GAR) 
and high sulphur content of 2 percent, 
will be dedicated for cement plants and 
nickel smelters.

Harry said that BEH is scheduled 
to make maiden coal shipment to 
nickel smelters, owned respectively by 
integrated nickel mining firms PT Aneka 
Tambang Tbk (Antam) and PT Vale 
Indonesia Tbk in Sulawesi, in February 
and March of this year.

“The first shipments from our new 
mine in Samarinda will go to Antam and 
Vale in Sulawesi Island,” Hary said in 
a webinar hosted by Petromindo.com 
on Wednesday.   “Two barges of trial 
shipment to Antam in February, and Vale 
in March.”

MEMI also produces high grade and 
high sulphur coal (6,500 kcal/kg GAR) 
from its mines in Nunukan Regency, North 
Kalimantan Province, run by subsidiaries 
PT Duta Tambang Rekayasa and PT 
Nunukan Bara Sentosa Satu (NBSS), the 

last of which will start production this 
year.  The Nunukan mines are targeted to 
produce 800,000 tons of coal this year, 
up compared to last year’s realized output 
of 600,000 tons, including 250,000 tons 
expected from the NBSS mine.   “We 
are producing coal mostly for cement 
factories,” Hary said.

Analyst: Lack of financing 
may tighten future coal 
supply

As banks and asset management 
companies have fast tracked their 
commitments to reduce exposure to coal 
financing especially for new thermal 
coal projects, the credit tightening may 
squeeze coal supply in the future, and 
consequently push thermal coal prices 
higher in the next 5 years.

“Given the fact that banks and asset 
management companies are going to 
tighten lending to coal sector, we do not 
think there will be additional greenfield or 
new brownfield (projects) and tighten the 
market,” Manjot Singh, Senior Consultant 
of CRU Group, said in a webinar hosted 

by Petromindo.com.
Based on this, Singh expected the 

price of Australian thermal coal 6,000 
kcal/kg could potentially rise up to US$84-
94 per ton in the next five years compared 
to current price of below US$60 per ton.

However, Singh noted that those banks 
and asset management companies (AMCs) 
did not explicitly stated about reducing 
their lending exposure to metallurgical 
coal.  “Therefore, we believe capital is still 
being allocated to develop brownfield and 
greenfield metallurgical coal projects.”

CRU noted that major bank and 
AMCs did not tighten financial for the 
coal mining industry in 2016 following 
the Paris Climate Agreement as 
anticipated as coal prices rallied during 
the 2016-2019 period.  

Lending exposure to the coal sector 
started to drop in 2020 due to weak 
coal price and increasing shareholder 
pressure on carbon neutrality initiatives.  
“We believe pure play coal miners will 
find it more difficult to access capital 
than diversified miners in the future,” 
Singh said. 

[COALNEWS]
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Global coal imports to rise 
in 2021, RI to enjoy strong 
export growth

Global seaborne thermal coal imports 
are expected to rise in 2021 up to 903 
million tons compared to 876 million tons 
in 2020, but is still far lower than the 2019 
level of 996 million tons.

“The biggest gain will come from 
India and Southeast Asia, but Japan, 
South Korea and Taiwan markets will also 
exhibit positive outlook,” Manjot Singh, 
Senior Consultant of CRU Group, said in a 
webinar hosted by Petromindo.com.

He, however, said that China’s imports 
in 2021 will be at the same level as in 
2020 as the government continues to 
implement its strict import policy.  China 

is Indonesia’s largest export market. 
Singh said that Indonesia has been 

the largest beneficiary of China’s ban 
on Australian coal.  Indonesia’s export 
to China surged in December, while 
Australia’s export was nearly zero.    

From supplier side, CRU sees 
Indonesia will see the strongest export 
growth this year and Colombia’s coal 
export will also grow, as Australia is 
expected to slow due to the China-
Australia political tension.  Singh said 
that at current price levels, coal miners are 
making profits, providing incentives for 
Indonesian miners to ramp up production 
and export. 

Regarding Japan, South Korea and 
Taiwan markets, James Stevenson, Senior 

Director of Research and Analysis for 
Coal, Metals and Mining of IHS Markit, 
concurred that coal imports by these 
countries will rise in 2021 compared 
to 2020. “But it will not return to pre-
Covid-19 level,” he said.

Stevenson stated that Japan, South 
Korea and Taiwan markets lost in 
aggregate 23.6 million tons of coal imports 
in 2020 and likely to only increase by 
approximately 10 million tons in 2021.

TIA says mining operations 
run normally despite heavy 
rainfall

PT Tunas Inti Abadi (TIA), a coal 
producer in South Kalimantan, said 
its mining operations continued to run 
normally despite the heavy rainfall that 
has recently caused floods in a number of 
regencies in the province.

“TIA’s operations in January was 
not impacted significantly by the (bad) 
weather condition. Our mine operated 
normally,” Rindra Donovan, Corporate 
Secretary of PT ABM Investama Tbk, said 
to Petromindo.com.

TIA, an indirect subsidiary of IDX-
listed PT ABM Investama, operates a coal 
concession in Tanah Bumbu Regency, 
South Kalimantan Province, where floods 
reportedly have significantly affected the 
operations of a number of coal miners, 
hampering coal production and transport 
activities.

Rindra added that the heavy rainfall in 
January is unlikely to affect the company’s 
coal sales target this year. “We can 
optimize our sales volume,” he said.

ABM currently operates three 
concessions, two in Aceh Province and 
one in South Kalimantan Province with 
combined reserves of 260 million tons.

ABM plans coal output of 13 million 
tons this year, compared to estimated 11.5 
million tons last year, in line with rising 
trend in the price of coal. C
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Arutmin seeks to recover 
from impact of floods

South Kalimantan coal miner PT 
Arutmin Indonesia said it has yet to be 
able to supply coal to customers at full 
capacity amid lingering bad weather and 
as the company’s operations are still in 
the process of recovery from the impact of 
recent floods.

“Supply to PLN has been improving, 
but has yet to reach full capacity.  Also 
exports to our customers (have yet to reach 
full capacity),” said General Manager for 
Legal and External Affairs at Arutmin, Ezra 
Sibarani, told news portal kontan.co.id.

Ezra said that the company is 
seeking to recover its operations from 
the impact of recent floods among others 
by repairing damaged hauling roads and 
bringing in additional pumps to deal with 
the floodwater.

“We’re in the midst of recovering the 

mining and distribution activities as well 
as coal supply,” Ezra said, adding that the 
weather condition will determine when 
Arutmin will be able to resume normal 
operations.

Previously, Director General of 
Mineral and Coal at the Ministry of 
Energy and Mineral Resources Ridwan 
Djamaluddin said that four mining firms 
in South Kalimantan have been affected 
by the floods including  PT Prolindo, 
PT Binuang Mitra Bersama, PT Bhumi 
Rantau Energi, and PT Arutmin Indonesia.

He said that the floods had not only 
affected mining activities, but also the 
infrastructure facilities thus hampering 
the shipment of required fuel for the 
mining operations and shipment of coal 
output to customers.

State-owned electricity firm PT PLN 
has recently acknowledged declining coal 
shipment from South Kalimantan due to 

the floods, and the utility was seeking to 
optimize supply from other producing 
provinces to help ensure sufficient coal 
supply for its power plants.

Cokal steps closer to 
production

ASX-listed metallurgical coal 
miner Cokal Limited announced that it 
has entered into a binding agreement with 
mining contractor PT. Harmoni Panca 
Utama (HPU) for the development and 
mining operations at the Bumi Barito 
Mineral (BBM) coking coal project in 
Central Kalimantan.

Cokal has previously selected HPU  
as the preferred tenderer to provide 
contract mining services for BBM and 
the appointment of HPU was conditional 
upon Cokal and HPU entering into formal 
agreements between the parties, which has 
now been completed.

 “Cokal is now endeavouring to 
commence development of BBM in an 
expedited time frame and is working with 
HPU on the necessary operational and 
logistical matters,” the company said.

Under the deal, mining services will 
commence 90 days of Cokal’s notification 
to HPU with a duration of five years from 
start date.

Cokal Chairman, Domenic Martino 
said: “Cokal has negotiated a strategically 
advantageous mining services contract, 
with mining costs linked to international 
coking coal prices. This mechanism will 
protect Cokal’s operating margin in lower 
coal price environments, whilst retaining 
margin enhancements for Cokal as coal 
prices rise.”

BBM is Cokal’s most advanced 
project – a high quality metallurgical coal 
project, located in the Central Kalimantan 
with a mining lease area of 14,980ha. The 
project is expected to produce at a rate of 
two-million tonnes a year of saleable coal 
from its third year of production. 

[COALNEWS]
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TBBE delays coal  
production plan

South Sumatra coal miner PT Truba 
Bara Banyu Enim (TBBE) said that it will 
start coal production in June, a delay from 
an earlier schedule of January, as coal 
transport via railway is not yet ready.

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.

“The TBBE mine is ready for 
production and coal-getting, but it has to 
wait for connection to the KAI’s railway. 
There is no alternative except (via) the 
railway,” Tony Saputra, President Director 
of RMK Energy, said to Petromindo.com.

Currently, RMK is also constructing 
a coal loading facility in Gunung 
Megang which is located at the TBBE’s 

concession. “The operation of the 
loading station is expected in June,” he 
said. He hoped that KAI would help in 
connecting the loading station to the 
main railway system.

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.

TBBE plans a full-year output target 
of 1 million tons. The company will sell 
all of the coal production in the domestic 
market.

Blackgold secures coal supply 
contract extension

SGX-listed coal mining 
firm Blackgold Natural Resources 
Limited reported that it has  extended a 

coal supply deal  with Xiamen Runpu 
Import and Export Co for another year 
until January 29, 2022.

The deal was first signed in February 
2020. The company said that  terms 
and conditions in the Offtake remain 
unchanged.

Under the deal,  BlackGold will supply 
at least 4.8 million tonnes of thermal coal 
(based on the pricing of Indonesian Coal 
Index) to Xiamen Runpu.

Xiamen Runpu is majority owned 
by Beijing-based Hua Kong Group , a 
state owned Chinese enterprise with a 
focus on infrastructure development and 
investments.

Xiamen Runpu is a qualified supplier 
of thermal coal to several Chinese state-
owned energy enterprises with power 
generation facilities in China.

PTBA to increase coal 
transport capacity via railway

IDX-listed coal miner PT Bukit Asam 
Tbk (PTBA) will increase coal transport 
capacity via railway from Tanjung Enim 
mine to Kertapati Port in Pelembang, 
South Sumatra Province, in the first 
quarter this year. The company is expected 
to increase the transport capacity from 3.7 
million to 7 million per year.

 “PTBA will transport 7 million tons 
coal from Tanjung Enim to Kertapati Port 
in the first quarter,” Apollonius Andwie, 
Corporate Secretary of PTBA, said in IG 
live with MiraeAsset.

PTBA is also expected to increase 
coal transport capacity via railway from 
Tanjung Enim Mine in South Sumatra to 
Tarahan Port in Lampung Province up to 
25 million from 20.3 million tons per year 
in the first quarter of this year.

Apollonius declined to disclose the 
PTBA’s output target in 2021. In 2020, 
the company set coal production target of 
25.1 million tons and the coal transport via 
railway at 23 million tons. 
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IEEFA: Vietnam’s coal 
demand to grow by 6.3%  
in 2021

Vietnam’s coal demand, both thermal 
and coking coal, is expected to grow by 
6.3 percent to 98 million tons in 2021 
driven by power and steelmaking industry.

Institute for Energy Economics and 
Financial Analysis (IEEFA) stated that 
power sector remains the largest coal 
consumer in the country. “New capacity 
to require additional 3.7 million tons of 
coal in 2021,” Minh Thu Vu, Energy 
Finance Analyst of the Institute for 
Energy Economics and Financial Analysis 
(IEEFA), said in webinar hosted by 
Petromindo.com.

Thu Vu said that coal-fired power 
plants account for the largest of the 
country’s total installed power generation 
capacity but the share is shrinking due to 
fast penetration of renewable energy.  Coal 
plants share is expected to decline to 48 
percent of the total installed capacity this 

year from 50 percent last year.
Power generation industry in 

Vietnam consumes about 58-59 million 
tons of coal with total output 21.6 GW in 
2020. IEEFA stated that there will be 3 
GW of additional coal-fired power plant 
capacity in 2021.

In the first 11 months of last year, 
Indonesia’s coal export to Vietnam 
increased by 25 percent to about 17 
million tons compared to same period 
of 2019, according to Indonesia 
government data.

PTBA targets 20% increase in 
coal output this year

IDX-listed coal miner PT Bukit Asam 
Tbk (PTBA) has set a target for coal 
production this year to increase by 20 
percent from the estimated 24 millon-25 
million tons last year.

“In our plan, production is 30 million 
tons in 2021.  We’ll see the (market) 
development.  Stock is not a problem, but 

demand is.  If demand is plenty, then we’ll 
increase production,” PTBA President 
Director Arviyan Arifin said to news 
portal CNBC Indonesia.

He felt that coal demand has yet 
to return to stable condition as it was 
prior to the Covid-19 pandemic.  He 
said that demand will depend on how 
successful the vaccination program is.  
“The availability of vaccine provides a 
glimmer hope for economic recovery.  
Many countries have started vaccination 
program, which if successful will help 
recover the economy.  The challenge is 
how to recover (the economy) from the 
pandemic (effect),” he said.

Regarding the current unstable weather 
condition, such as La Nina phenomenon, 
the company must set the right strategy to 
help ensure that the production target can 
be realized.  “What is certain is that work 
stops during (heavy) rain, safety is number 
one.  (Work) will be maximized during the 
summer,” he said. 
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In order to increase investment 
and job creation in the energy 
and mineral resources sector, 
the Government of the Republic 

of Indonesia just enacted Government 
Regulation Number 25 of 2021 
regarding the Implementation of the 
Energy and Mineral Resources Sector 
(“GR 25/2021”) on February 2, 2021, as 
a form of the implementing regulation 
for Article 39, Article 41, Article 42, 
and Article 185 letter b related to the 
energy and mineral resources sector in 
Law Number 11 of 2020 regarding Job 
Creation (“Job Creation Law”). The 
following are the main points that are 
regulated in GR 25/2021:

Mineral and coal sector
Royalty 0% (zero percent) for coal 
commodities.

The Government has provided 0% 
royalty incentive for IUP OP, IUPK 
or IUPK (as an extension of CCoW) 
companies carrying out Coal Value-
Added activities (improving coal quality 
with or without changing the physical 
or chemical properties of the original 
coal or of the gasification scheme). 
While details of the requirements and 
procedures of the incentive will be 
further regulated by the Ministry of 
Finance, but the scheme will expectedly 
boost the long-awaited coal upgrading 
activities in Indonesia. 

The 0% royalty incentive might 

not be the only incentive for the coal 
upgrading as the Government is also 
preparing other types of incentives 
to be introduced in the upcoming 
implementing sectoral regulations for 
coal upgrading business (eg. tax holiday, 
VAT exemption for coal processing 
services, VAT exemption for EPC 
works for the upgrading facilities). 

Geothermal
1. Direct assignment for state-owned 
company

Instead of participating in the 
mandatory tender process, the 
Government may direct, assign or 
appoint state-owned enterprises (SOEs) 
to do exploration, exploitation, and/
or utilization of geothermal work area 
subject to certain conditions, and the 
assignment or appointment itself is 
deemed as Geothermal Business License 
(“IPB”). The provision is actually not a 
new feature in the geothermal industrial 
landscape in Indonesia, but indeed the 
market will expect that geothermal 
exploration activities will be increased 
significantly if the Government 
consistently mandates the SOEs to do so.

2. The utilization of produced electricity.
IPB holders may utilize the 

electricity generated or produced from 
the work area by:
a. Selling the electricity to other 

business entities or the public;

b. cooperating with the holder of an 
integrated electricity supply business 
license; and/or

c. using the electricity for his own needs 
or selling the excess electricity.

3. The restriction for ipb holders in 
transferring their ipb and shares

Under Articles 14 and 15 of GR 
25/2021, the Government seems to 
restrict the transfer of license and 
shares in IPB companies by imposing 
a significant monetary penalty of Rp. 
100.000.000.000 (one hundred billion). 

The following are the restricted 
transfer of license and share for 
geothermal IPB licenses holders:
a. transfer of IPB to other business 

entity; or
b. transfer of shares in the Indonesian 

Stock Exchange prior to exploration 
activities and without consent from 
the Government. 

However, GR 25/2021 is not 
entirely clear as to whether the transfer 
of licenses and shares remains valid if 
the company pays the penalty to the 
Government, or whether the penalty 
is still imposable if the shares in IPB 
holder are privately transferred (not 
through stock market). 

4. Sanction and penalty for IPB holders
The penalty impositions in the 

geothermal sector for IPB holders:

The changes in 3 sectors that need to be 
considered in government regulation number 25 
of 2021 regarding energy and mineral resources – 
Relaxation royalty 0% for coal commodities
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a. Business entities holding IPB for 
Indirect Use that do not use a license 
in accordance with its designation 
businesses are subject to a penalty of 
IDR 50,000,000,000.00 (fifty billion 
rupiah);

b. IPB holders who do not carry out 
reclamation and environmental 
function conservation activities 
are subject to a penalty of IDR 
50,000,000,000.00 (fifty billion 
rupiah);

c. If the IPB has expired and the IPB 
holders does not;

- pay off and settle all financial 
obligations;

- return the entire work area and 
matters relating to the return of the 
work area;

- submit all geothermal data and 
information in the work area, both in 
analog and digital form; or

- perform obligations after the IPB 
ends;

 the IPB holders are subject to a 
penalty of IDR 7,000,000,000.00 
(seven billion rupiah); and

d. IPB holders who do not carry out 
the IPB obligations in the form of 
submitting all geothermal data and 
information obtained from the results 
of exploration and exploitation 
are subject to a penalty of IDR 
7,000,000,000.00 (seven billion 
rupiah).

Electricity
1. Shifting the licensing / approval 
authority to the central government

One of the major changes brought 
by Job Creation Law is that the Central 
Government takes over almost all of 
the authorities that were previously 
divided between the central and regional 

governments. Some of them are the 
determination of:
a. business licensing related to cross-

border power purchase and sale;
b. electricity tariffs for consumers;
c. approval for the sale price of 

electricity and the lease of electricity 
networks; and

d. approval for the sale of excess 
electricity. 

2. IUPTL holders privileges
Further, the license holders of 

electricity supply business activities for the 
public interest (“IUPTL”) has the right to:
a. cross rivers or lakes, either above or 

below the surface;
b. cross the sea, both above and below 

the surface;
c. cross public roads and railways;
d. enter a public or private place and 

use it temporarily;
e. use the ground and cross over or 

under the ground;
f. cross over or under a building built 

on or under the ground; and
g. cut and/or cut down plants that get in 

the way.

In addition to the rights referred 
to above, the IUPTL holders have the 
right to traverse the gas pipeline and 
infrastructure as well as the forest 
area to maintain the reliability of the 
electricity supply.

3. Land acquisition 
Related to the land acquisition for the 

use of electricity supply business activities, 
the IUPTL holders must compensate the 
land, buildings and plants of the right 
holders with the amount of compensation 
based on the calculation formula for 
compensation multiplied by the price of 

land, buildings and plants,  which is to be 
determined by an independent appraisal 
agency appointed by the Minister.

Such compensation is only 
applicable for an indirect use of land 
which results in the reduction of the 
economic value of land, buildings and 
plants traversed by the electric power 
transmission network.

4. Supporting services in electricity
Electricity support services in the 

form of foreign representative offices 
are only permitted to work on high-cost 
electricity support services, such as:
a. Construction work and installation 

of electric power installations 
with a value of at least IDR 
100,000,000,000.00 (one hundred 
billion rupiah); and

b. Consultation work in the field 
of electric power installations 
with a value of at least IDR 
10,000,000,000.00 (ten billion 
rupiah).

Conclusion
The miscellaneous provision in GR 

25/2021 stipulates that the Minister has 
a discretion to decide certain policies 
to solve the actual problems in the 
administration of government affairs in 
the field of energy and mineral resources 
in case 1). GR 25/2021 provides the 
choice of not regulating, 2). there is 
incomplete or unclear, and/or 3). there is 
government stagnation.

Further, for the Indonesian coal 
miners, aside from GR 25/2021, they 
should monitor developments of the 
implementing regulations of the new 
mining law (Law 3/2020) which will 
expectedly be issued in the upcoming 
months. 
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Harum continues to expand 
nickel portfolio

IDX-listed mining firm PT. 
Harum Energy Tbk announced that its 
subsidiary PT. Tanito Harum Nickel 
has on February 19, 2021 acquired 24.5 
percent stake at PT. Infei Metal Indonesia 
(IMI) for a total consideration of US$ 
68,600,000.

IMI is a limited liability company 
established in accordance with the laws 
of the Republic of Indonesia and engaged 
in the nickel refining activities (smelter).

The purpose of the transaction is to 
develop the Company’s nickel mining 
business into the higher value-added 
processing activities, it said without 
giving further  detail.

The share subscription transaction is 
funded through a syndicated loan facility 
comprising UOB Ltd, OCBC Ltd, DBS 
Bank Ltd and PT Bank BTPN Tbk.

The company in January has also 
acquired 51 percent stake of nickel miner 
PT.Position for $80,325 million. Position  
is developing a nickel pig  iron smelter in 
North  Maluku.

The company also has 4.88 percent 
stake at ASX-listed Indonesia-focused 
nickel miner and smelter Nickel Mines 
Limited.

PYX completes acquisition  
of C. Kalimantan mineral 
sands mine

Australia-listed mineral 
sands producer PYX Resources 
Limited announced that it has completed 
its acquisition of the entire share capital 
of Tisma Development (HK) Ltd.

This acquisition boosts PYX’s 
contained zircon resources by 75% and 
gives PYX ownership of the Tisma 
tenement, a world-class mineral sands 
asset consisting of a concession area 
of 1,500 hectares located in Central 
Kalimantan Province, the company said. 

With this acquisition PYX now controls 
263 million tons of JORC-compliant 
resources, with 10.5 million tons of 
contained zircon

 “This acquisition is an excellent 
strategic addition to PYX’s resource base 
and a milestone in the consolidation of 
the Indonesian mineral sands mining 
business, converting PYX into the second 
largest producing mineral sands company 
globally in terms of JORC-compliant 
zircon resources,” the company said.

The Tisma tenement has 137 million 
tons of JORC-complaint inferred resources, 
including 4% heavy minerals, and contains 
approximately 4.5 million tons of zircon. 
It also contains valuable by-products, 
including titanium minerals (rutile and 
ilmenite). The site is fully licensed for 
zircon exploration and premium grade 
zircon production and export. 

The concession is owned by PT. 
Tisma Global Nusantara  (TGN) 
which  has exclusive rights to perform 
exploration and mining works in the 
tenement area.

The JORC report issued 
in November 2020 confirmed 
approximately 5.5 million tonnes of 

heavy mineral (HM), containing JORC-
compliant inferred resources of 4.5 
million tonnes of zircon (3.27%). The 
deposit inferred resources also contain 
0.08% rutile and 0.34% ilmenite.

PYX’s Chairman and Chief 
Executive Officer, Oliver B. Hasler, said: 
“This acquisition is highly accretive and 
could not come at a better time, when 
there is a lack of resources, increased and 
growing zircon demand combined with 
higher zircon prices. We will now focus 
on boosting our capacity in order to meet 
market demand and increase our market 
share globally.”

PYX  is a global producer of 
premium zircon listed on the National 
Stock Exchange of Australia. The 
Company’s flagship asset is the Mandiri 
mineral sands deposit, located in the 
alluvium sediment rich region of Central 
Kalimantan. Boasting the world’s 5th 
largest producing deposit of zircon, PYX 
is a large-scale, near-surface open pit 
operation in production since 2015 and 
with exploration to date validating the 
presence of additional Valuable Heavy 
Minerals such as rutile, ilmenite among 
others within its mineral sands. 

MINERALNEWS
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Ministry insists Freeport  
to complete smelter project  
in 2023

The Ministry of Energy and Mineral 
Resources has turned a request made 
by PT Freeport Indonesia (PTFI) for a 
delay in the completion of its copper 
smelter project, but approved request for 
adjustment in the capacity.

This was said by PTFI Vice President 
for Corporate Communications, Riza 
Pratama.  “The deadline for (completion) 
of the smelter (project) remains in 2023,” 
he said on Tuesday as quoted by news 
portal beritasatu.com.

PTFI in April of last year filed a 
request with the ministry for adjustment 
in the capacity of its copper smelter 
project and a delay in the completion 
of the project from the initial schedule 
of 2023 to 2024 due to the Covid-19 
pandemic restrictions.

The government, however, has 
previously said that it is determined 
to start banning export of copper 
concentrates in 2023 as mandated by 
the mining law, and as such miners such 

PT Freeport must make sure that their 
smelter projects to be completed on time.

PTFI initially planned to develop a 
US$3 billion copper cathode smelter at 
the Java Integrated Industrial and Port 
Estate (JIIPE) in Gresik, East Java, with 
installed production capacity of 2 million 
tons per annum. 

But US-based Freeport McMoRan 
Inc, which owns more than 49 percent 
stake in PTFI, said last year that the 
company was proposing to revise 
downward the initial capacity target of 
the smelter project from 2 mtpa to 1.7 
mtpa, and increases the capacity of its 
existing copper smelter, operated by its 
25 percent-owned PT Smelting, also in 
Gresik, from 1 mtpa to 1.3 mtpa to help 
cut down investment requirement.  This 
will maintain PTFI’s total domestic 
copper smelter capacity of 3 mtpa.

Freeport has said that it will be 
required to invest $3 billion to develop a 
new 2 mpta copper smelter in Gresik, but 
will only invest $250 million to expand 
the PT Smelter capacity.

Meanwhile, China’s Tsingshan Steel 

has offered PTFI to instead develop the 
copper smelter at its nickel complex in 
Weda Bay, North Maluku Province, at a 
total cost of only US$1.8 billion, which 
will be completed in 2023.  Negotiations 
between the two companies are expected 
to be concluded in March 2021, 
according to government officials.

J Resources repays MTN  
IV Stage I

PT J Resources Nusantara, a 
subsidiary of IDX-listed PT J Resources 
Asia Pasifik Tbk, has successfully repaid 
its Medium Term Notes IV Stage I 
(MTN) amounting Rp300 billion on the 
due date, Feb. 15, 2021.

JRN, assisted by PT Trimegah 
Sekuritas Indonesia Tbk as the Arranger, 
issued that MTN with 3 (three) years 
tenor and interest 10.25 percent on Feb. 
15, 2018.

With such successful of on time 
repayment of MTN, J Resources hopes 
that the company can continuously 
maintain the shareholders, stakeholders 
and investors’ trust. 
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COAL ASIA FEBRUARY 28 - MARCH 28, 202142

I
DX-listed gold and copper mining 
firm PT. Merdeka Copper Gold 
Tbk announced that its subsidiary 
PT. Batutua  Pelita Investama  has 

signed agreement with Wealthy Source 
Holding Limited  and  Eternal Tsingshan 
Group Limited to establish a JV  to  
construct an acid iron metal  (AIM) plant 
in Indonesia Morowali Industrial Park 
(IMIP) in Morowali, Central Sulawesi to 
process pyrite ore from Merdeka’s Wetar 
copper project in Maluku.

BPI will have 80 percent stakes in 
the JV Company while Tsingshan and 
its affiliate Wealthy will control the 
remaining balance. Merdeka said that the 
shareholders will commit US$ 90 million 
to develop the project.

Merdeka said earlier this month 
that the first AIM processing facility is 
targeted to produce 1Mtpa of commercial 
grade sulphuric acid, with further 
potential to increase the acid production 
as new high-pressure acid leach (HPAL) 
plants in IMIP create further demand for 
acid which is an input to their production 
processes.

Based on a near final total capex 
estimate of US$300 million, the AIM 
Project has compelling preliminary 
economics. The project will deliver over 
$3.8 billion of revenue and $1.1 billion 
of after tax cashflow over the life of the 
project. This results in an internal rate 
of return (IRR) of 31.5 percent and a net 
present value (NPV) of $414 million at 

an 8 percent discount rate.
The company said that discussions 

with banks to raise project finance are 
ongoing. Detailed engineering, design 
and procurement of long lead items will 
start in February 2021 and construction 
is forecast to commence in the second 
quarter of 2021. First acid is targeted to 
deliver in the second half of 2022.

The AIM Project will buy high grade 
pyrite feedstock from Merdeka’s Wetar 
Copper mine. The feedstock will be 
shipped to IMIP in Sulawesi for further 
processing. The AIM processing plant 
will process the feedstock to produce 
sulphuric acid, steam, iron pellets as well 
as precious metals, such as copper, gold, 
and silver. 

[MINERALNEWS]

Merdeka, Tsingshan set up JV to develop pyrite processing plant

https://www.merdekacoppergold.com/
https://www.merdekacoppergold.com/
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PP Presisi to expand market 
to nickel mining sector

IDX-listed construction services and 
heavy equipment rental company PT 
PP Presisi Tbk is seeking to diversify 
its market to the nickel mining sector 
as the company considers the growing 
importance of nickel as key raw material 
for electricity vehicle battery production.

PP Presisi Director of Finance Benny 
Pidakso said that the company is looking 
to grab nickel mining clients in Sulawesi 
and Maluku, which are nickel producing 
regions in the country.

“Two days ago, we’d made deals for 
two mining services at nickel mines in 
Morowali (Central Sulawesi) with total 
contract value of Rp 790 billion for three 
years,” he said, without providing further 
details. He said that PP Presisi has allocated 
336 billion for capital expenditure this 
year, the majority of which will be used 
to acquire new heavy equipment.  The 
company’s heavy equipment fleet currently 
stands at 2,816 units.

PP Presisi has previously obtained 
coal transport contracts from PT Bayan 
Resources Tbk and PT Jasa Tambang 
Nusantara.

Weda Bay to produce above 
nominal capacity in 2021

French metal giant Eramet 
SA expects nickel production  from its 

Weda Bay NPI smelter facility in North 
Maluku to reach 40,000 tons in 2021.

According to the company’s 
presentation released on Wednesday 
(February 17), the smelter produced 
23,500 tons of nickel since the first 
tapping in April 2020.  The plant has 
a nominal capacity of 35,000 tons per 
annum. The company also said that its 
Weda Bay mine will produce in excess of 
6 million wmt of ore in 2021, up from3.4 
million wmt in 2020. The company 
said that part of the ore produced 
will be supplied to third party buyers 
within Indonesia. Weda Bay  smelter 
is a partnership between Chinese firm 
Tsingshan (57%) and Eramet (43%).

Ministry approves AMNT’s 
request for delay of copper 
smelter project

The Ministry of Energy and Mineral 
Resources has approved a request made 
by gold and copper miner PT Amman 
Mineral Nusa Tenggara (AMNT) to 
push back the completion schedule of 
its copper smelter project to 2023 from 
earlier plan of 2022.

AMNT President Director Rachmat 
Makkasau told Investor Daily the 
company is currently adjusting its 
work plan related to the copper smelter 
project following approval given by the 
ministry to postpone the completion 

schedule.   “We’re currently (making) 
adjustment in accordance with the delay 
(in the completion schedule of the copper 
smelter project) to 2023 as has been 
approved (by the ministry),” he said.

The company filed a request with 
the ministry in April of last year to delay 
the completion schedule of the copper 
smelter project to 2023 from the initial 
target of 2022 due to the Covid-19 
pandemic restrictions.

AMNT is developing a copper 
smelter, with capacity of 1.3 million 
tons of copper concentrates per year, in 
West Nusa Tenggara Province where the 
company’s Batu Hijau mine is located.

The government plans to start 
banning export of unrefined mineral ores 
including copper concentrates starting 
2023 as stipulated under the new Mining 
Law.   This means that copper miners 
must completed the domestic copper 
smelter projects in 2023.

Gold and copper giant PT Freeport 
Indonesia has also made a request to 
delay the completion schedule of its 
copper smelter project to 2024 from 
earlier target of 2023 due to the Covid-19 
pandemic restrictions.  The ministry, 
however, has yet to approve the request.  
Minister Arifin Tasrif said last month that 
PT Freeport must work hard to complete 
the copper smelter project in 2023.

The company initially planned to 
develop the copper smelter project in 
Gresik, East Java, but it has in recent 
months received an offer from China’s 
Tsingshan Steel to develop the copper 
smelter project at the latter’s nickel 
complex in Weda Bay, Halmahera 
Tengah, North Maluku Province.   
Negotiation between PT Freeport and 
Tsingshan is expected to be concluded 
in March of this year, according to a 
government official, who also said that 
Tsingshan could complete the smelter 
project in 2023. 

https://pp-presisi.co.id/
https://pp-presisi.co.id/
http://www.eramet.com/en
http://www.eramet.com/en
https://www.amnt.co.id/
https://www.amnt.co.id/
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A
SX-listed Nickel Mines 
Ltd said an independent expert 
has concluded that the planned 
acquisition of an additional 10 

percent interest in the Angel Nickel project 
in Indonesia’s North Maluku Province as 
fair and reasonable to shareholders.

Nickel Mines said in a statement that 
it plans to hold a shareholders meeting 
in May of 2021 to seek approval for the 
proposed acquisition of additional 10 
percent stake in the Angle Nickel project. 

ASX listing rule requires the 
company to secure an independent expert 
of opinion whether the plan to acquire the 
additional stake is fair and reasonable to 
shareholders.

As announced on 24 November 
2020, the company agreed with its 
collaboration partner Shanghai Decent 
Investment (Group) Co., Ltd to acquire 
a 70 percent equity interest in the Angel 
Nickel Project for US$490 million. 
Angel Nickel is a development project 
comprising four RKEF lines and a 
captive 380MW power station currently 
under construction within the Indonesia 
Weda Bay Industrial Park (IWIP) on 
Halmahera Island in Indonesia’s North 
Maluku province.

As further announced by Nickel 
Mines on 20 January 2021, the company 
has agreed with Shanghai Decent to 
acquire an additional 10 percent equity 
interest in Angel Nickel.

The acquisition by the company 
of an 80% interest in Angel Nickel is 
accordance with the following staged 
payments:
•  Stage 1 - US$210M by 31 March 2021 

to acquire an initial 30 percent interest. 
As announced on 1 February 2021, the 
company has completed the Stage 1 

acquisition.
•  Stage 2 - US$350M by 31 December 

2021 to acquire a further 50 percent 
interest. If the Stage 2 acquisition 
is completed by 30 June 2021, the 
purchase price will be discounted to 
US$344M.

On 19 January 2021, the company’s 
shareholders approved the acquisition of 
the initial 70 percent interest in Angel 
Nickel. The proposed acquisition of 
an additional 10% interest will also 
require the approval of Nickel Mines 
shareholders with this approval to be 
sought at the company’s Annual General 
Meeting to held in May 2021.

Lonergan Edwards & Associates 
Limited provided an Independent 
Expert’s Report which accompanied the 
notice of meeting for the approval of 
the acquisition of the initial 70 percent 
interest in Angel Nickel and has provided 
the attached addendum to that report to 
address the acquisition of the additional 
10 percent of Angel Nickel.

In summary, the addendum to the 
Independent Expert’s Report prepared 
by Lonergan Edwards & Associates 
Limited opines:

1. The transaction is fair and reasonable 
to the company’s shareholders.

2. Excluding the discount for potential 
early payment, the US$70M purchase 
price for the additional 10 percent 
interest is comparable on a pro rata 
basis to the original transaction 
with the corresponding value of the 
additional 10 percent interest proposed 
to be acquired by Nickel Mines 
ranging from US$140M to US$150M.

3. The acquisition of an additional 10 
percent interest in the Angel Nickel 
Project is fair as the consideration 
payable of US$70M is less than the 
NPV of the company’s additional 10% 
pro rata share of the estimated future 
free cash flows from the Angel Nickel 
Project based on nameplate steady state 
rates of production, and a reasonable 
assessment of future nickel prices and 
operating costs.

The acquisition of an additional 10 
percent interest in Angel Nickel increases 
Nickel Mines’ total attributable nickel 
metal nameplate production capacity 
(inclusive of the Hengjaya Nickel and 
Ranger Nickel nameplate capacities) 
to 52,800 tons of nickel production 
per annum.  The Hengjaya Nickel and 
Ranger Nickel projects are located in 
Central Sulawesi.  Nickel Mines owns 
80 percent interest in each of these 
producing nickel projects.

Nickel metal production for the 
Hengjaya Nickel and Ranger Nickel 
Projects was 43.5 percent above 
nameplate capacity for the 12 months to 
30 September 2020. This outperformance 
increased to 53.7 percent above nameplate 
capacity, in the three months to 31 
December 2020, Nickel Mines said. 

Nickel Mines secures independent expert 
opinion over nickel project acquisition plan

https://www.nickelmines.com.au/
https://www.nickelmines.com.au/
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Fitch Solutions: Tin production to rebound in 2021

F
itch Solutions Country Risk 
and Industry Research expected 
global tin mine production to 
rebound this year, as production 

activities in Indonesia and Peru are not 
restricted by the government and mines 
can operate profitably amid a higher tin 
price environment.

Fitch Solutions said in a report that 
tin mine production is estimated to grow 
by nearly 97 percent year-on-year to 323 
800 tons. However, over the coming 
decade, Fitch Solutions expected modest 
but slower growth than compared with 
the 2010 to 2019 period, on the back of 
rising tin prices.

Fitch Solutions said as quoted by 
miningweekly.com that, globally, the tin 
mining subsector receives less attention 
than that of other base metals, with 
this compounded by the relative lack 
of diversity among major producing 
countries.

This can lead to weak project 
pipelines, Fitch Solutions said, noting 
that the sector has a fairly small number 
of these. Therefore, this will weigh 
on production growth as declining ore 
grades and a lack of replacement projects 
weigh on output growth in the long run.

It added that output growth faces 
additional downside risks as headwinds 
from more stringent environment 
regulations could further hamper project 
development.

Therefore, Fitch Solutions expected 
output growth to remain capped in 
the coming years owing to stringent 
environmental regulations and declining 
ore grades in some major producers such 
as China and Myanmar.

For this year, Fitch Solutions expects 
tin mine production in China to stay flat 
following supply chain bottlenecks and 
movement restrictions to curb the spread 
of Covid-19. Over the longer term, it 
forecasts the country’s tin mine production 
will see relatively minimal growth, with 
marginal increases led by the country’s 
largest producer, Yunnan Tin.

In Peru, it expects output to recover 
significantly from 2020, during which 
quarantine measures hindered operations. 
Tin mine production is anticipated to 
grow by 17 percent year-on-year as low 
base effects and the delayed ramp up of a 
key project support growth.

In the long term, Fitch Solutions 
expects the country’s production to 
growth over its forecast period to 2030 

compared with the previous years of 
decline, with 2.2 percent yearly growth.

For Indonesia, Fitch Solutions has 
revised up its 2021 tin mine production 
growth forecasts from 9.8 percent growth 
to 25 percent, as low base effects and an 
improving tin price will incentivise IDX-
listed tin giant PT Timah to bring output 
back to previous levels.

Fitch Solutions forecasts Indonesia’s 
production will register an average 
contraction of 0.4 percent yearly over 
2021 to 2029 as changing regulation 
tapers output in the long term.

The firm says Myanmar will maintain 
its status as a top ten tin producer over 
the forecast period to 2030, although 
growth will be weighted to the 2024 to 
2029 period.

In terms of prices, Fitch Solutions 
has also revised up its tin price forecast 
for this year to an average of US$19 500 
per ton from $18 000 per ton previously, 
as prices started the year from a high 
base, supported by spot demand and a 
weaker dollar.

It expects upward pricing pressure 
will ease later this year as refined output 
grows significantly in top producers such 
as Indonesia and Malaysia. 
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Antam plans flat ferronickel 
production, higher target for 
other commodities

IDX-listed mining firm PT Aneka 
Tambang Tbk (Antam) plans relatively 
flat ferronickel production and sales this 
year, while setting higher targets for 
other key commodities including nickel 
and bauxite ores.

Antam said in a statement that the 
company targeted ferronickel production 
and sales volume at 26,000 tons of nickel 
within in ferronickel (TNi) this year, 
relatively flat compared to unaudited 
ferronickel production and sales in 2020 of 
25,970 TNi and 26,163 TNi, respectively.

“The ferronickel production target 
(is) in line with Antam’s strategy to 
increase the production optimization of 
Pomalaa ferronickel plant in Southeast 
Sulawesi,” the company said in the 
statement. Antam targeted its nickel ore 

production this year to reach 8.44 million 
wet metric tons (wmt), an increase of 77 
percent compared to unaudited nickel ore 
production in 2020 which reached 4.76 
million wmt.

The nickel ore production  will be 
used as ore feed for Antam’s ferronickel 
plant as well as being sold to customers 
in the domestic market.  Meanwhile, the 
nickel ore sales target in 2021 is set at 
6.71 million wmt, a 104 percent jump 
compared to nickel ore sales in 2020 of 
3.30 million wmt. The increase in nickel 
ore sales target is in line with the positive 
nickel outlook demand in the domestic 
market as new processing facilities are 
being completed.

On bauxite ore commodity, in 2021 
Antam targets bauxite ore production 
to reach 3 million wmt, a surge by 93 
percent compared to the unaudited 
production level in 2020 of 1.55 million 

wmt. The bauxite ore production will be 
used for alumina production and as well 
as sold to customers.

Meanwhile, the 2021 bauxite ore 
sales target is set at 2.73 million wmt, 
a 122 jump  compared to the unaudited 
sales figure in 2020 of 1.23 million wmt.

On gold commodity, Antam targets 
gold production in 2021 to reach 
1.37 tons gold from the Pongkor and 
Cibaliung mines with gold sales target 
of 18 tons gold.  It did not provide 
comparative figures for 2020.

MIND ID CEO proposes fiscal 
incentives for low grade nickel

CEO of state-owned mining holding 
company MIND ID, Orias Petrus 
Moedak called on the government to 
provide fiscal incentives to encourage 
nickel miners to produce low grade 
nickel ores that will be required as a 
key raw material for the production of 
EV battery. 

Orias said that the incentive could be 
similar to the royalty exemption for coal 
used in downstream industry as stipulated 
under the Employment Creation Law. 

He said that the fiscal incentives 
should be included in the new policies 
being formulated by the government to 
push for the development of domestic 
EV industry.  Orias said that nickel 
miners have largely ignored low 
grade nickel ore production, but as 
the government intensifies efforts to 
develop domestic EV battery industry, 
the low grade nickel ores will become 
increasingly important as a key raw 
material in EV battery production.

MIND and three other state-
controlled firms including mining 
firm PT Aneka Tambang Tbk, oil and 
gas firm PT Pertamina, and electricity 
firm PT PLN will team up with foreign 
investors to develop EV battery supply 
chain. 

[MINERALNEWS]
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Sihayo says on track to pour 
first gold in ‘23

ASX-listed gold mining 
firm Sihayo  Gold Limited  is on track 
to pour first gold from its Sihayo gold 
project in North Sumatra in the second  
half of 2023.

According to the company’s 
presentation, the company is planning 
to start construction in the second half 
of 2021. The company has commenced 
early works including site access, has 
submitted FS to the government and has 
its budget and work plan approved and 
has engaged the project team to advance 
technical and financing work streams.

According to the definitive 
feasibility study completed earlier this 
year, Sihayo updated Mineral Resource 
is estimated 24 million tons at 2.0 g/t Au 

containing 1.5 Moz insitu gold metal. 
Updated Ore Reserves is estimated 12 
million tons at 2.1 g/t Au containing 840 
koz insitu gold metal.

Projected 8-year mine life producing 
approximately 635 koz recovered gold, 
gross sales and EBITDA estimated at 
over US$1 billion and $630 million (at 
$1,700/oz gold) and an average AISC 
of $709/oz. First two year production is 
expected at 169,000 oz.

The company is also undertaking 
further near mine exploration to target 
ore bodies to extend minelife.

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

in the gold project with a 25 percent 
interest. Sorikmas Mining is the holder of 
7th generation CoW with areas covering 
more than 66,000 hectares.

RI’s tin export value down 
25.69%

Indonesia’s refined tin export value 
fell by 25.69 percent in January of this 
year compared to the same month of last 
year due primarily to sharp drop in export 
volume, according to Ministry of Trade 
data seen on Thursday.

Export value in January of this year 
declined to US$89.91 million compared 
to $120.99 million in the corresponding 
month of last year.

Export volume in January of this 
year dropped by 41.93 percent to 
4,144.60 tons from 7,137.58 tons in the 
corresponding month of last year.

The ministry said that the average 
price of tin ingot in January of this 
year increased by 11.88 percent to 
US$21,701.11 per ton compared to 
average price in December of 2020.  It 
did not provide year-on-year comparison.

Antam eyeing to expand 
nickel mine portfolio

IDX-listed state miner PT. Aneka 
Tambang Tbk (Antam) is looking to 
expand its nickel acreage portfolio by 
acquiring two blocks  in Central Sulawesi 
relinquished by another  IDX-listed 
nickel miner PT. Vale Indonesia.

Kontan.co.id reported that Antam is 
waiting to get a license to The Ministry 
of Energy and Mineral Resources 
(MEMR) on North Bahodopi and 
Matarape blocks.

Antam won the block through a 
special auction held by MEMR in 2018.

MEMR has yet to issue a mining 
license to Antam as Indonesian 
Ombudsman has ruled that the auction 
process has administrative flaws. An
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Timah plans tin metal output 
of more than 50,000 tons

IDX-listed tin giant PT Timah 
Tbk plans tin metal production of 
more than 50,000 tons this year, with 
sales volume at about 92 percent of the 
production target.

This was said by Timah Corporate 
Secretary Muhammad Zulkarnaen as 
quoted by news portal kontan.co.id.   He 
declined to disclose realized production 
volume for last year.

In the first nine months ending 
September of last year, Timah’s tin metal 
output fell 35.37 percent to 37,588 tons, 
year-on-year, while sales volume was 
down 9.49 percent to 45,548 tons, year-
on-year. 

 Zulkarnaen said, currently Timah 
is in the process of applying for a 
new Mining Business Permit (IUP) in 
the Riau Islands region. To increase 
tin resources and reserves, Timah is 
intensifying exploration activities both 
in alluvial and primary tin. “We also 
conduct geological and geophysical 
surveys as well as validate existing IUP 
maps,” he said.

Baru Gold appoints John J. 
Ellis as director

Vancouver-based junior mining 
firm Baru Gold Corp  announced the 
appointment of John J. Ellis to the 
company’s Board of Directors.

Ellis is a mining executive and 
engineer with significant experience in 
operations, open pit, start up management 
and capital markets over the last 50 years.

From 1980’s he was Senior Vice 
President for Inspiration Mining Corp 
North American which produced over 
3 million tonnes of coal per year in the 
US and served as Vice Chairman of 
Hudson Bay Mining & Smelting Group, 
looking after operations. By 1989 to 
1994 Ellis became Managing Director 

for Wester Gold Exploration & Mining 
(Inspiration Mining) and looked after 
all of the groups’ open pit, underground 
operations, mills, for gold/zinc/copper 
through to sales.

In the late 90’s he was tasked to 
become Chairman and CEO of Anglo 
Gold North America, setting up Anglo’s 
gold mining ventures in Americas 
responsible for gold exploration, 
acquisition, and operation of projects in 
US, Canada, and Mexico. He has also 
provided guidance to Inco in Indonesia 
early 2000’s for a large nickel laterite 
mine producing 160 million pounds of 
Nickel annually.

He is currently serving as a member 
of the Board of Directors for Hycroft 
Mining Corp (formerly Allied Nevada 
Gold) and Jaguar Mining Inc, two 
mid size gold producers in Americas. 
Previously, he has served as a director 
for International Tower Hills Mines, 
Queenstake Resources, Cashman 

Equipment, and also Sunshine Silver 
Mines. He’s been a consultant for several 
large scale multi-national mining groups 
including CRVD-Inco, BHP Biliton, 
AngloGold Ashanti and Anglo American.

President & CEO of Baru Gold, 
Terry Filbert comments, “John brings to 
Baru Gold decades of operational and 
capital market guidance. Having access 
to his leadership and understanding in 
mining engineering from the grounds up 
through to sales, expansion financing and 
beyond will be instrumental in Sangihe’s 
success. As former CEO of Anglo Gold 
and local knowledge in Indonesia, 
we expect him to elevate Baru Gold’s 
operational excellence and perception 
in the capital markets as we advance 
towards production in 2021”.

Baru is planning to start heap-leach 
operations at its Sangihe gold mine in 
North Sulawesi in the second quarter 
of 2021 with initial production of 1,000 
ounces per month. 

http://www.timah.com/v3/ina/home/
http://www.timah.com/v3/ina/home/
http://www.barugold.com/
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Government sets higher NPI, 
ferronickel output target

The Ministry of Energy and Mineral 
Resources has set higher production 
target of nickel pig iron (NPI) and 
ferronickel this year as domestic smelter 
industry capacity increases with new 
plants coming into production.

NPI output this year is targeted to 
reach 901,080 tons, up 13.26 percent 
compared to last year’s realized NPI 
output of 795,558.10 tons, according 
to ministry data seen on Tuesday.  No 
realized sales of NPI were recorded for 
January of this year. Realized sales last 
year, however, stood at only 168,830.27 
tons, or representing 54.22 percent of 
the government’s full-year target of 
311,400 tons.

Ferronickel production this year is 
targeted at 2,107,071 tons, or a 53.61 
percent jump from realized ferronickel 
output last year of 1,371,715.19 tons.  
Realized sales in January stood at 
94,823.83 tons, or representing 4.5 
percent of the full-year sales target of 
2,107,071 tons. 

 Realized ferronickel sales last year 
was only 1,099,932.14 tons, or only 
48.17 percent of the government’s full-
year target of 2,283,410 tons.

Meanwhile, nickel-in-matte 
production target for this year has been 
set at 78,000 tons, or lower compared 
to last year’s realized 88,568.21 tons.  
According to the ministry data, realized 
production in January stood at 6,088.82 
tons, or 7.81 percent of the full-year 
target, while realized sales at 4,046.52 
tons, or 5.19 percent of the full-year 
target of 78,000 tons.

AMNT told to seek partner 
in developing copper smelter 
project

The Office of the Coordinating 
Minister for Maritime Affairs and 
Investment has suggested PT Amman 
Mineral Nusa Tenggara (AMNT) to seek 
partner to help realize its copper smelter 
project in West Nusa Tenggara Province.

Deputy for Investment Coordination 
and Mining of the ministry Septian Hario 
Seto said that AMNT should follow 

the strategy taken by gold and copper 
giant PT Freeport Indonesia which is 
currently engaged in negotiation with 
China’s Tsingshan Steel for cooperation 
in developing a copper smelter at the 
latter’s nickel processing complex in 
Weda Bay, Halmahera Tengah, North 
Maluku Province.

Speaking at a press conference late 
last week, Seption said that the decision 
on taking a partner will be solely made 
by the company, taking into account 
the various investment risks.  “We 
have suggested (for cooperation with 
other investors).  But it will depend 
on each of the companies (AMNT and 
PT Freeport).  So far only PT Freeport 
which has welcomed the suggestion (to 
take partner), we’re still waiting (for 
the result of the PT Freeport-Tsingshan 
negotiation),” he said.

Septian said that negotiation between 
the PT Freeport and Tsingshan is 
expected to be concluded in March of 
this year, in the hope that the estimated 
US$2.8 billion copper smelter project 
can be completed in 2023.  PT Freeport 
initially planned to develop the copper 
smelter in Gresik, East Java.

Mineral miners including PT 
Freeport and AMNT are required 
to develop domestic smelters as the 
government will ban the export of 
unrefined ores starting 2023.

AMNT plans to develop a copper 
smelter near its Batu Hijau mine in West 
Nusa Tenggara with input capacity of 
1.3 million tons per year.  The company 
initially targeted the project to be 
completed in 2022 but said that it may 
be delayed by 12-18 months due to the 
Covid-19 pandemic.  

This portal has previously reported, 
that the construction progress of the 
project as per the result of a six-month 
audit for the period of February-July 
2020 has reached 25.54 percent. 

https://www.amnt.co.id/
https://www.amnt.co.id/
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OPINION

The ”positive list” under the newly  
issued presidential regulation No. 10 of 2021  
on investment business activities  
– A real game changer!
An overview

The enactment of Law No. 11 of 
2020 on Job Creation on 2 November 
2020 (Omnibus Law) which also 
amended Law No. 25 of 2007 on 
Investment (Investment Law), is 
expected to attract foreign and domestic 
investment activities and increase the 
ease of doing business in Indonesia to 
support the Government of Indonesia’s 
ambitious program of creating a 
significant number of new jobs. This 
is especially important given that the 
Omnibus Law was enacted during an 
unprecedented pandemic situation that 
brought a global crisis.  

Whenever one talks about foreign 
investment activities in Indonesia, the 
concept of businesses that are opened 
or closed for foreign investment (or 
famously known as the Negative 
Investment List) would always be 
the hot-button issue.  And for many 
years, the entire stakeholders are 
accustomed to the usual Negative 
Investment List issued in the form of 
a Presidential Regulation that sets out 
a long list of businesses complete with 
the corresponding maximum amount 
of allowable foreign ownership (the 
Negative Investment List is stipulated 
through Presidential Regulation No. 44 
of 2016 (PR 44/2016)). 

As the Government is aiming to 
bring positive image for inviting more 
opportunities for foreign investors, 
the Negative Investment List is now 
promoted as the “Positive List” 
through the issuance of Presidential 
Regulation No. 10 of 2021 on 
Investment Business Activities (PR 
10/2021) on 2 February 2021.

PR 10/2021 significantly simplifies 
the investment list and reduces the 
amount of businesses that are subject to 
certain foreign ownership restrictions 
(with around 86% of the previously 
restricted businesses removed from the 
original Negative List). As such, the 
is indeed the first-ever “positive list of 
investment” in Indonesia (albeit in a 
softer version),  a real game changer!

Key changes
Business activities that are declared 
closed to investment

Under PR 10/2021, the Government 
has emphasized that all business fields 
are open to investment activities, 
except for (i) business fields that are 
declared closed for investment or (ii) 
activities that can only be conducted 
by the Central Government. Under the 
Omnibus Law, there are only 6 business 
fields that are completely closed for 
investment, namely:

a.  narcotics cultivation and industry 
class I;

b.  all forms of gambling and/or casino 
activities;

c.  fish catching for the fish species 
listed in Appendix I of the 
Convention on International Trade in 
Endangered Species of Wild Fauna 
and Flora (CITES);

d.  utilization or taking of coral and 
utilization or taking of corals from 
nature, which is used for the material 
building/lime/calcium, aquarium, 
and souvenirs/jewelry, as well as 
living coral or death coral (recent 
death streak) of nature;

e.  chemical weapons manufacturing 
industry; and

f.  industrial chemicals and industry 
ozone-depleting substances.

Business fields that are open to 
investment

Article 3 of PR 10/2021 regulates 4 
types of business fields that are open to 
investment, namely:
a.  priority business fields;
b.  allocated business fields or 

partnerships with cooperatives 
and Micro, Small, and Medium 
Enterprises (Usaha Mikro, Kecil, dan 
Menengah / UMKM);

c.  business fields that are open with 

Reggy Firmansyah | reggy@umbra.law
Ferin Chairysa | ferin@umbra.law
Poppy | poppy@umbra.law
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certain requirements; and 
d.  business fields that are not included 

in the three types of business fields 
above – in which all investors are 
allowed to invest in.

Priority business fields
Under PR 10/2021, a business 

field is declared as a priority business 
field if it is included in the following 
criteria: (i) a national strategic 
program or priority, (ii) capital 
intensive, (iii) labor-intensive, (iv) 
high technology, (v) pioneer industry, 
(vi) export oriented, and/or (vii) 
oriented in research, development, and 
innovation activities. Investors (apply 
to domestic and foreign investors), that 
are investing in the priority business 
fields will be given fiscal incentives 
and/or non-fiscal incentives. Fiscal 
incentives are tax incentives that 

include tax allowance, tax holidays, 
or investment allowance, as well as 
customs and excise incentives in the 
form of exemption from import duties 
on imported machinery, goods, and 
material for industrial development 
and investment. Non-fiscal incentives 
include the ease of business licensing 
and other conveniences following the 
provisions of laws and implementing 
regulations.

In the list of priority business 
fields as stipulated under Attachment I 
of PR 10/2021, there are 245 business 
fields categorized as priority business 
fields, i.e.:
a.  183 business fields that can get tax 

allowances;
b.  18 business fields that can get tax 

holiday; and
c.  44 business fields that can get 

investment allowances.

Small and Medium Sized Enterprises
According to PR 10/2021, business 

fields that are open for investment 
consist of, among others, allocated 
business fields or partnerships with 
cooperatives and UMKM. While the 
previous PR 44/2016 does not mention 
the criteria for allocated business fields 
or partnerships with cooperatives and 
UMKM, the PR 10/2021 fills up the lack 
of certainty. Also, the term “allocated” 
is newly used and was previously known 
as “reserved” business fields. 

The allocated business fields or 
partnerships with cooperatives and 
UMKM are the business sectors that 
are fully allocated to cooperatives and 
UMKM, and business fields that require 
Big Scale Businesses (Usaha Besar) to 
cooperate with cooperatives and UMKM 
in regards to investment activities.

The allocated business fields for 
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cooperatives and UMKM are determined 
based on the following cumulative criteria:
a.  business activities that do not 

use technology or use simple 
technology; 

b.  business activities that have process 
specificities, are labor-intensive, and 
have a special and hereditary cultural 
heritage; and 

c.  the capital of the business activities 
does not exceed Rp10,000,000,000 
(ten billion Rupiah) excluding land 
and building for business premises.

Referring to Article 7(1) of PR 
10/2021, foreign investors can only 
carry out business activities in a Big 
Scale Business with an investment 
value of more than Rp10,000,000,000 
(ten billion Rupiah), excluding land 
and building for premises. Hence, it 
is not possible for foreign investors 
to be allocated for cooperatives and 
UMKM, given that the criteria in point 
(c) above is not satisfied. Instead, 
foreign investors must partner up with 
cooperatives and UMKM.

The business fields that require Big 
Scale Businesses to partner up with 
cooperatives and UMKM are determined 
based on two criteria as follows:
a.  it includes business fields that are 

mostly undertaken by cooperatives 
and UMKM; and/or 

b.  a business sector with a scale-up 
purpose to enter the supply chain.

A Big Scale Business, as defined 
in Law No. 20 of 2008 on UMKM as 

amended by Article 87 of Omnibus Law, 
is a productive economic enterprise 
carried out by a business entity with 
a net worth or annual sales proceed 
greater than a Medium Enterprise, 
which includes a national state-owned 
or private enterprises, joint ventures, and 
foreign businesses carrying out economic 
activities in Indonesia. The above 
definition emphasized that both domestic 
and foreign investors are allowed to 
partner up with cooperatives and UMKM 
if one or both criteria set out in point (a) 
and (b) above are satisfied.

There are various business fields 
that fall into the category of allocated 
business fields or partnerships 
with cooperatives and UMKM, for 
example, Electricity Providers for 
Power Plants < 1 MW (in energy and 
mineral resources sector) and Pratama 
Clinic (in health sector). Examples of 
the business fields that must partner up 
with cooperatives and UMKM, among 
others, include Consultation in the 
field of Electrical Power Installation 
(in energy and mineral resources 
sector) and Class A Medical Device 
Industry (in health sector).

Business fields that are open with 
certain requirements

Under PR 10/2021, there is a 
significant decrease in the number of 
business fields with foreign investment 
restrictions from previously 350 
business fields (as regulated in PR 
44/2016) to only 46. This would open up 
a big opportunity for foreign investors 

because many business fields that are 
previously subject to certain maximum 
foreign ownership will no longer be 
subject to such restriction, a real game-
changer since the enactment of the first 
foreign investment law back in 1967.

Foreign Investment Value Requirements
PR 10/2021 also scales up the 

existing stipulation regarding the 
minimum investment value for foreign 
investment, which was previously 
regulated under BKPM Regulation 
No. 1 of 2020 on Guidelines for 
the Implementation of Electronic 
Integrated Business Licensing Services. 
Foreign investors can only carry out 
business activities in a Big Scale 
Business with a minimum investment 
value of more than Rp10,000,000,000 
(ten billion Rupiah), excluding land and 
building for business premises. 

The exception to the above minimum 
investment requirement is given only 
to business entities that are domiciled 
in special economic areas (kawasan 
ekonomi khusus) or technology-based 
startups. The purpose of this provision 
is to encourage the strengthening of the 
ecosystem that includes but not limited 
to the aspects of funding, infrastructure, 
mentor networks, technology transfer, 
and market access.

Closing Remarks
Given the significant change to 

foreign investment restrictions and 
the introduction of various investment 
facilities (particularly the incentives for 
priority business fields) in PR 10/2021, 
we expect that the regulation would 
alter the current investment landscape 
and hopefully bring positive impacts 
to Indonesian economy by opening 
up bigger opportunities for foreign 
investors to conduct investments in 
Indonesia. Exciting times indeed! 
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Updated attachment list of business activities that are open with certain requirements

No. Business Field KBLI Requirements

1.
Publishing of newspapers, magazines and 
newsletters (press)

58130
a. Domestic capital: 100% for establishment;
b. Foreign capital ownership: Maximum 49% (through the capital 

market) only for business expansion and development

2.
Private Broadcasting Agency (Lembaga 
Penyiaran Swasta/LPS)

60102
a. Domestic capital: 100% for establishment;
b. Foreign capital ownership: Maximum 20% only for business 

expansion and development

3.
Subscription Broadcasting Agency 
(Lembaga Penyiaran Berlangganan/LPB)

60202
a. Domestic capital: 100% for establishment;
b. Foreign capital ownership: Maximum 20% only for business 

expansion and development

4. Radio community broadcasting agency 60102
a. Domestic capital: 100% for establishment;
b. Foreign capital ownership: Maximum 20% only for business 

expansion and development

5.
Television community broadcasting 
agency

60202
a. Domestic capital: 100% for establishment;
b. Foreign capital ownership: Maximum 20% only for business 

expansion and development

6. Postal Activities 53100 Foreign capital ownership: Maximum 49%

7.
Domestic Scheduled Commercial Air 
Transportation

51101
a. Foreign capital ownership: Maximum 49%; 
b. The national capital must outnumber the whole foreign 

capital (single majority)

8.
Domestic Non-scheduled Commercial Air 
Transportation

51102
a. Foreign capital ownership: Maximum 49%; 
b. The national capital must outnumber the whole foreign 

capital (single majority)

9. Air Force Activities 51109
a. Foreign capital ownership: Maximum49%; 
b. The national capital must outnumber the whole foreign 

capital (single majority)

10.
Liner and Tramper Domestic Sea 
Transportation for Passengers

50111 Foreign capital ownership: Maximum 49%

11. Domestic Sea Transportation for Tourism 50113 Foreign capital ownership: Maximum 49%

12.
Pioneer Domestic Sea Transportation for 
Passengers

50114 Foreign capital ownership: Maximum 49%

13.
Liner and Tramper Domestic Sea Freight 
for Goods

50131 Foreign capital ownership: Maximum 49% 

14.
Domestic Sea Transportation for Special 
Goods

50133 Foreign capital ownership: Maximum 49%
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No. Business Field KBLI Requirements

15. Pioneer Domestic Sea Transportation for 
Goods 50134 Foreign capital ownership: Maximum 49%

16. Public Shipping Domestic Sea 
Transportation 50135 Foreign capital ownership: Maximum 49%

17. Overseas Liner and Tramper Sea Freight 
for Goods 50141 Foreign capital ownership: Maximum 49%

18. Overseas Sea Transportation for Special 
Goods 50142 Foreign capital ownership: Maximum 49%

19. Interprovincial general inland water 
transportation 50214 Foreign capital ownership: Maximum 49%

20. Interprovincial pioneering inland water 
transportation 50215 Foreign capital ownership: Maximum 49%

21. Inter-district/intercity general inland water 
transportation 50216 Foreign capital ownership: Maximum 49%

22. Inter-district/intercity pioneering inland 
water transportation 50217 Foreign capital ownership: Maximum 49%

23. Inner district/city general inland water 
transportation 50218 Foreign capital ownership: Maximum 49%

24.
River and Lake Transportation for 
Passengers with Fixed Schedule and 
Regular Route

50211 Foreign capital ownership: Maximum 49%

25.
River and Lake Transportation for 
Passengers with Non-Fixed and Irregular 
Routes

50212 Foreign capital ownership: Maximum 49%

26. River and Lake Transportation with Non-
Fixed and Irregular Routes for Tourism 50213 Foreign capital ownership: Maximum 49%

27. River and Lake Transportation for 
General Goods and/or Animals 50221 Foreign capital ownership: Maximum 49%

28. River and Lake Transportation for Special 
Goods 50222 Foreign capital ownership: Maximum 49%

29. River and Lake Transportation for 
Dangerous Goods 50223 Foreign capital ownership: Maximum 49%

30. Main Equipment Industry 25200
Capital ownership based on approval from the Minister of 
Defense

31. Industry of Liquor Containing Alcohol 11010

a. For new investments, it currently can only be carried out in 
Bali Province, East Nusa Tenggara Province, North Sulawesi 
Province, and Papua Province by paying attention to local 
culture and wisdom.

b. Investments other than letter a, can be determined by the 
Head of the Investment Coordinating Board based on the 
governor's recommendation.

32. Industry of Beverage Containing Alcohol: 
Wine 11020

a. For new investments, it currently can only be carried out in 
Bali Province, East Nusa Tenggara Province, North Sulawesi 
Province, and Papua Province by paying attention to local 
culture and wisdom.

b. Investments other than letter a, can be determined by the 
Head of the Investment Coordinating Board based on the 
governor's recommendation.

OPINION
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No. Business Field KBLI Requirements

33. Industry of Beverage Containing Malt 11031

a. For new investments, it currently can only be carried out in 
Bali Province, East Nusa Tenggara Province, North Sulawesi 
Province, and Papua Province by paying attention to local 
culture and wisdom.

b. Investments other than letter a, can be determined by the 
Head of the Investment Coordinating Board based on the 
governor's recommendation.

34.
Industry of Traditional Medical Products 
for Humans

21022 Domestic capital: 100%

35. Industry of Wooden Building Products 16221 Domestic capital: 100%

36.
Industry of Coffee Processing That Has 
Received Geographical Indication

10761 Domestic capital: 100%

37. Industry of Rendang 10750 Domestic capital: 100%

38.

Industry of Vessels

- Outrigger

- Vessels from Other Types of Wood with 
Typical Traditional Design

30111 Domestic capital: 100%

39.
Industry of Wood Carving Craft Not 
Mebeller: Wood Carvings, Reliefs, Masks, 
Sculptures, Puppets

16293 Domestic capital: 100%

40. Industry of Traditional Cosmetics 20232 Domestic capital: 100%

41.
Industry of Raw Materials on Traditional 
Medicine for Humans

21021 Domestic capital: 100%

42.

Industry of Batik:

- Industry of Written Batik

- Industry of Stamp Batik

- The Combination of Written and Stamp 
Batik Industry

13134 Domestic capital: 100%

43.
Industry of Crackers, Chips, Peyek and 
Such (Manufacturers and Non-
Manufacturers)

10794 Domestic capital: 100%

44.
Retailer Trade on Liquor or Alcoholic  
Beverages

47221 Special distribution network and place

45.
Small Retailer Trade on Liquor or 
Alcoholic Beverages

47826 Special distribution network and place

46.
Activities of the Travel Bureau for Umrah 
and Special Hajj

79122 Domestic capital: 100% and Muslim
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Fitch Ratings has affirmed 
Freeport-McMoRan Inc.’s 
(FCX) Issuer Default Rating 
(IDR) at ‘BB+’. The Rating 

Outlook is revised to Positive from 
Stable. FCX’s senior unsecured debt 
ratings were affirmed at ‘BB+’/’RR4’. 
Fitch has also affirmed the IDR for 
Freeport Minerals Corporation (FMC) 
at ‘BBB-’ with a Stable Rating Outlook, 
and its senior unsecured debt at ‘BBB-’.

FCX’s Positive Outlook reflect Fitch’s 
expectations that FCF will be generally 

positive, net debt (excluding noncontrolling 
interest share of cash) will be about $6.5 
billion on average and total debt/operating 
EBITDA to trend below 2.5x after 2022.

The ratings reflect FCX’s high-quality 
assets, strong liquidity and improved 
capital structure. Substantial advancement 
of underground mining at Grasberg 
provides comfort in the remaining 
ramp-up and cash flows to FCX once 
their economic interest in PT Freeport 
Indonesia (PT-FI) drops to about 49% 
from about 80% beginning in 2023.

The cadence and quantum of 
spending to satisfy the Indonesian smelter 
requirement are important variables in 
analyzing future consolidated financial 
leverage and calls on PT-FI cash flows. 
An alternative that alleviates PT-FI’s need 
to build a greenfield smelter in Indonesia 
could be credit positive depending on the 
treatment and refining charges agreed. The 
Rating Outlook could be revised to Stable 
if Fitch expects total debt/EBITDA to be 
sustained in the 2.3x to 3.0x range on a 
consolidated basis.

Fitch Affirms Freeport-McMoRan’s 
IDR at ‘BB+’; Outlook Positive

COMPANIES
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Key rating drivers
Credit Conscious Financial Policies: 

On Feb. 2, 2021, FCX announced a 
financial policy to allocate cash flows 
consistent with its strategic objectives 
of maintaining a strong balance sheet, 
increasing shareholder returns and 
advancing growth opportunities. The 
policy would be implemented after 
achieving a net debt target in the range 
of $3 billion to $4 billion (excluding 
smelter project debt) and calls for 
allocating 50% of available cash flows, 
after planned capex and distributions to 
noncontrolling interests, to shareholder 
returns and the balance to debt reduction 
and investments in growth projects. FCX 
also announced reinstatement of common 
dividends at an annual rate of $0.30/share 
(roughly $437 million per year) with the 
initial dividend expected to be paid on 
May 1, 2021.

Net debt was $6.1 billion and Fitch 
estimates total debt/operating EBITDA at 
2.7x as of Dec. 31, 2020. Fitch does not 
expect net debt to reduce further under 
its rating case but does expect total debt/
operating EBITDA to fall to below 2.5x 
on a consolidated basis after 2022. Fitch 
views the company’s net debt target, 
strategic objectives and capital allocation 
policy as supportive of an investment 
grade financial profile.

Grasberg Underground Ramp-up 
Visibility: In 4Q20, ore extracted and 
milled from the Grasberg underground 
mines was 109,300 tonnes per day up 
86% from 4Q19 and 4Q20 annualized 
metals sales from Grasberg underground 
mining were 68% of post ramp-up targets. 
FCX expects metals sales to approach 
90% of post ramp-up targets by mid-
2021. Spending on the project was about 
$1 billion in 2020 and is guided to $1.3 
billion in 2021 and $0.9 billion in 2022 of 
which PT Indonesia Asahan Aluminum 

(Inalum) is responsible for contributing 
$0.2 billion. Fitch believes the projects 
are substantially de-risked and remaining 
execution risk is manageable.

FCX guides to PT-FI sales volumes 
of 1.7 billion pounds of copper and 1.8 
million ounces of gold in 2023 when 
FCX’s economic interest drops to about 
49% from about 80% compared with 0.8 
billion pounds of copper and 0.8 million 
ounces of gold in 2020.

Smelter Debt/Capex: PT-FI 
committed to construct a new smelter 
in Indonesia by Dec. 21, 2023. The 
preliminary capital cost for the project 
was estimated at $3 billion and was 
expected to be financed with bank loans 
at the PT-FI level and consolidated at 
FCX. PT-FI has notified the Indonesian 
government of delays in achieving 
completion of the new green field 
smelter in Gresik as a result of mobility 
constraints from pandemic mitigation 
measures. Fitch does not expect the delay 
to impact PT-FI’s ability to have its 
concentrate export license extended when 
it expires on March 15, 2021.

PT-FI is in discussion with the 
majority owner of the existing smelter in 
Gresik, Indonesia (25% owned by PT-FI) 
to increase concentrate treatment capacity 
by 30%. Such an expansion would 
reduce PT-FI’s smelter development 
commitment to 1.7 million tonnes from 
2 million tonnes of concentrate per year 
and likely reduce the capital required. 
PT-FI would provide the estimated $250 
million to finance the expansion and 
completion would be expected in 2023.

Third Party Alternative: PT-FI is 
also in discussion with a third party 
to develop new smelter capacity at an 
alternate location in partnership with 
PT-FI. This alternative would not require 
capital from PT-FI and would satisfy the 
smelter commitment but would require 
PT-FI to agree to supportive treatment 

and refining charges. This smelter would 
provide the third party with sulfuric acid 
for its nickel operations and potentially 
some downstream battery operations. 
Fitch believes this alternative could be 
credit positive depending on the treatment 
and refining charges agreed. A decision 
concerning this option is likely in 1H21.

Copper Price Exposure: Copper 
accounted for 80% of consolidated 
revenues in 2020. FCX estimates that 
a $0.10/pound change in the price of 
copper would change operating cash flow 
by $380 million in 2021. FCX’s average 
realized price per pound of copper was 
$2.95 in 2020 compared with $2.73 in 
2019. Current spot prices are around 
$3.76/pound which compares to Fitch’s 
assumptions of $2.72/pound in 2021, 
$2.81/pound in 2022 and $2.90/pound in 
2023 published Aug. 28, 2020.

FCX guides to EBITDA of about $8 
billion and operating cash flows of $5.5 
billion in 2021 based on FCX’s volume 
outlook, estimated unit site production 
and delivery costs of $1.78/pound of 
copper and assuming prices of $3.50/
pound of copper, $1,850/ounce of gold 
and $9/pound molybdenum.

Favorable Copper Markets: As of 
Feb. 4, 2021, CRU forecasts the London 
Metal Exchange (LME) three-month 
copper price will average $7,500/tonne 
($3.40/pound) in 2021, which is $2,500/
tonne above cash costs net of by-products 
for the 90th percentile mine. CRU 
expects the market will move to surplus 
during 2022 through 2024 before moving 
to deficit in 2025. CRU forecast the 
LME 3-month copper price will average 
$6,700/tonne ($3.04/pound) in 2022 and 
$6,875/tonne ($3.12/pound) in 2023.

Derivation summary
FCX’s closest operational peer is 

Southern Copper Corporation (SCC; 
BBB+/Stable), given the spread of its 
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COMPANIES

copper assets. FCX is less profitable 
than SCC and expected to have higher 
leverage in 2021 as underground mining 
at Grasberg continues to ramp up but 
would generally have a financial profile 
consistent with SCC’s longer-term.

FCX’s financial profile is expected to 
be broadly in line with ‘BBB’ category 
peers, beginning in 2022 including 
Anglo American plc (BBB/Stable), Teck 
Resources Ltd. (BBB-/Negative), Agnico 
Eagle Mines Limited (BBB/Stable) and 
Kinross Gold Corporation (BBB-/Positive).

The bulk of debt is at the FCX level or 
benefits from FCX’s guarantees, with the 
exception of the $525 million Cerro Verde 
loan (not rated) and any future smelter 
loan at PT-FI. FMC does not provide 
upstream guarantees, its notes have no 
cross-default to FCX debt, and it is lightly 
levered, with minimal debt (Cerro Verde 
is consolidated at the FMC level).

Key assumptions
Fitch’s Key Assumptions Within the 

Agency’s Rating Case for the Issuer
- Copper sales at 3.7 billion pounds in 

2021 and about 4.2 billion pounds in 
2022 and 2023;

- Copper prices at $2.72/lb., $2.81/lb. 
and $2.90/lb. in 2021, 2022 and 2023, 
respectively;

- Gold prices at $1,400/oz in 2021 and 
$1,200/oz, thereafter;

- Unit site cost at $1.88/lb. on average 
in 2021-2023;

- Capex at FCX guidance in 2021;
- $500 million, and $1 billion of 

debt financed green field Indonesia 
smelter expenditure in 2022 and 
2023, respectively;

- Dividends and capital allocation as 
announced on Feb. 2, 2021.

Rating sensitivities
Factors that could, individually 

or collectively, lead to positive rating 

action/upgrade:
- Visibility on cadence and quantum 

of capex or treatment and refining 
charge support to satisfy Indonesian 
smelter requirement;

- Expectations of FFO leverage below 
2.8x on a sustained basis;

- Total debt/EBITDA sustained below 
2.3x;

The Rating Outlook could be changed 
to Stable if Fitch expects total debt/
EBITDA to be sustained in the 2.3x to 
3.0x range on a consolidated basis.

Factors that could, individually or 
collectively, lead to negative rating 
action/downgrade:
- Failure to maintain approval to export 

concentrate on reasonable terms from 
Indonesia;

- FFO leverage above 3.5x on a 
sustained basis;

- Total debt/EBITDA sustained above 
3.0x;

- Expectations of negative FCF on 
average.

Best/worst case rating scenario
International scale credit ratings of 

Non-Financial Corporate issuers have a 
best-case rating upgrade scenario (defined 
as the 99th percentile of rating transitions, 
measured in a positive direction) of three 
notches over a three-year rating horizon; 
and a worst-case rating downgrade 
scenario (defined as the 99th percentile of 
rating transitions, measured in a negative 
direction) of four notches over three 
years. The complete span of best- and 
worst-case scenario credit ratings for all 
rating categories ranges from ‘AAA’ 
to ‘D’. Best- and worst-case scenario 
credit ratings are based on historical 
performance. For more information 
about the methodology used to determine 
sector-specific best- and worst-case 
scenario credit ratings, visit https://www.

fitchratings.com/site/re/10111579.

Liquidity and debt structure
Robust Liquidity: Fitch expects 

roughly $500 million of FCF burn in 
2021 before contributions from Inalum. 
Available cash (net of noncontrolling 
interest share) was $3.3 billion, and 
nearly $3.5 billion was available under 
the revolving credit facility ($10 million 
utilization for LOCs) at Dec. 31, 2020. 
Fitch expects smelter spending to be 
financed at the PT-FI level and for FCF, 
excluding smelter capex, to be generally 
positive.

Of the $3.5 billion revolver 
commitment, $3.28 billion matures 
in April 2024 and the remaining $220 
million matures in April 2023. Financial 
covenants under the revolver include 
a maximum net debt/EBITDA ratio of 
5.25x reverting to 3.75x beginning with 
the period ending Sept. 30, 2021 once the 
Covenant Reversion Notice is delivered 
(required prior to declaring dividends). 
There is also a minimum interest 
coverage ratio of 2.25x. Fitch expects 
the company to comply with its financial 
covenants under Fitch’s rating case.

References for substantially material 
source cited as key driver of rating

The principal sources of information 
used in the analysis are described in the 
Applicable Criteria.

ESG considerations
Unless otherwise disclosed in this 

section, the highest level of ESG credit 
relevance is a score of ‘3’. This means 
ESG issues are credit-neutral or have 
only a minimal credit impact on the 
entity, either due to their nature or the 
way in which they are being managed 
by the entity. For more information 
on Fitch’s ESG Relevance Scores, 
visit www.fitchratings.com/esg. 

http://www.fitchratings.com/esg
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China’s thermal coal imports 
are likely to remain strong 
ahead of the Chinese New 
Year in mid-February on 

robust demand, high utilization at 
domestic suppliers and exceptionally 
high local prices, says Fitch Ratings. 
Indonesian coal miners are benefitting 
as the country is the biggest exporter of 
thermal coal to China. This also comes 
amid China’s political tensions 
with its second-largest supplier 
Australia.

China’s coal imports surged 
to 39.08 million tons in December 
2020 from 2.77 million tons a year 
earlier, as Beijing relaxed a soft 
cap on import restrictions to ease 
supply constraints domestically 
amid an unusually cold winter, an 
uptick in economic activity, permit 
inspections in Inner Mongolia, 
and a soft cap on Australian coal 
imports. China’s 2020 coal imports 
rose 1.4% to 304 million tons, the 
highest since 2014. Total thermal 
power generation rose by 6.6% 
and 9.2% yoy in November and 
December 2020, respectively.

China’s coal production 
dropped by 0.1% yoy in 2020. 
Production in Inner Mongolia, the 
country’s largest coal-producing 
province in 2019, fell by 3% yoy in 
2020 despite the government’s policy 
reversal in October to boost output ahead 
of the winter. Inner Mongolia’s output 
subsequently rose by 9% yoy to a record 
high of 97.8 million tons in December 
2020. The government in January 2021 
also urged all coal producers to operate 
at maximum capacity as long as they can 
ensure mine safety.

We expect China’s coal demand 
and imports to weaken after the Chinese 
New Year as temperatures rise and coal 
production normalizes. CRU’s analysis 
of vessel data shows that China’s thermal 
coal imports in the first two weeks of 
January were already close to 70% of the 
volume in December 2020. CRU said the 
seaborne Newcastle 5,500kcal/kg free on 
board (FOB) coal price rose to a two-year 

high of USD62 by 26 January 2021 and 
the Chinese import price for thermal coal, 
5,500kcal/kg CFR China, was USD85/
ton, a deep discount to the domestic 
Qinhuangdao 5,500 kcal/kg FOB price 
of USD131. Fitch remains bearish on the 
long-term coal price outlook amid the 
global push towards carbon neutrality.

More stringent Covid-19 containment 
measures amid the resurgence of 
infections in northern China may 
raise seaborne demand by slowing the 
shipment of coal from central China to 

the Bohai Rim ports, according to CRU. 
Some cities have been asking truck 
drivers to provide negative Covid-19 
test results several days before arriving. 
That said, we do not expect a repeat of 
the logistical disruption in early 2020 as 
local governments have become more 
sophisticated in implementing control 
measures to minimize the impact on 
economic activity.

There may also be a regional 
supply-demand imbalance, keeping 
coal prices elevated in the short 
term. The Chongqing municipal 
government recently ordered a 
permanent shutdown of local coal 
mines, including 11.5 million tons 
of capacity owned by Chongqing 
Energy Investment Group Co., Ltd. 
(BBB/Stable), by mid-2021. This is 
likely to tighten coal supply in the 
southwest region.

Indonesian coal miners are 
the major beneficiaries of strong 
Chinese imports. The Indonesian 
4,200kcal/kg coal index rose to 
USD45/ton in January 2021 from 
an average of USD26/ton in the 
seven months to November 2020. 
The surge is likely to be short-

lived, although Fitch expects a 2021 
average price that is higher than 2020 at 
USD32.5/ton.

Fitch also expects most Indonesian 
coal producers to ramp up 1Q21 
production in response to the better 
demand and pricing as they had curtailed 
production or ceased operations in 
costlier mines in 2H20. However, the 
heavy rains and floods in some parts 
of Kalimantan - Indonesia’s key-coal 
producing region - may hamper the 
efforts of some coal miners. 

Fitch Ratings: Strong Chinese thermal coal imports  
to benefit Indonesian miners in the near term
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I DX-listed coal giant PT Adaro 
Energy Tbk (AE) said that coal 
production last year reached 54.53 
million tons (Mt), slightly higher 

than its production guidance of 52-54 
Mt, but was 6 percent lower compared to 
previous year’s output.

The company said in a statement that 
coal sales volume in 2020 was 54.14 
Mt, or 9 percent lower y-o-y. Total 
overburden removal in 2020 was 209.48 
million bank cubic meters (Mbcm), 23 
percent decline y-o-y, in line with its 
guidance to lower strip ratio. AE’s strip 
ratio in 2020 was 3.84x, below the strip 
ratio guidance of 4.30x.   “Unfavorable 
weather for the most part of the year was 
a challenge for us in achieving our strip 
ratio guidance,” Adaro said.

In the fourth quarter of 2020 (4Q20), 
the company produced 13.43 Mt and sold 
13.39 Mt of coal, 3 percent and 8 percent 
lower compared to 4Q19, respectively.

Total overburden removal in 4Q20 
was 49.06 Mbcm, 21 percent lower y-o-y 
which resulted in a strip ratio of 3.65x.   
“We had a rainy quarter with high 
rainfall volume and long rain hour at our 
main mining site since November.”

Adaro said its sales portfolio in 2020 
was dominated by E4700 and E4900 
products supported by the solid demand 
for these type of coals.

Southeast Asia market constituted 49 
percent of the company’s sales in 2020, 
led by Indonesia and Malaysia.   “We 
also saw demand increase from Thailand 
and Vietnam on the back of new power 
plants coming online.”

AE’s key subsidiary PT Adaro 
Indonesia (AI) produced 46.75 Mt of 
coal in 2020, 9 percent lower y-o-y 
compared to 2019. Sales of AI’s flagship 
Envirocoal product in 2020 reached 
51.28 Mt, 10 percent lower y-o-y.

Total coal production from Balangan 
Coal Companies in 2020 was 4.58 
Mt, 8 percent decline y-o-y. In 2020, 
Adaro Metcoal Companies (AMC) coal 
production reached 1.88 Mt, 72 percent 
increase y-o-y from 1.09 Mt in 2019.

In 2020, coal production and sales 
from Mustika Indah Permai (MIP) 
reached 1.31 Mt and 1.28 Mt.

In 2020, Kestrel Coal Mine (Kestrel) 
saleable coal production volume was 5.66 
Mt, 16% lower than in 2019, Adaro said.  
The Kestrel mine is located in Australia.

2021 coal production target
Adaro targets relatively flat to 

slightly lower coal production this 
year amid lingering uncertainty in the 
recovery of the global economy. 

Adaro said in a statement that 
coal output this year is targeted at 52 
million-54 million tons (Mt), compared 
to last year’s realized output of 54.43 Mt. 

“Although we expect economic 
recovery to have positive impact on 
coal, we continue to be careful as 
uncertainties remain,” the company 
said in the statement. Adaro saw coal 
production last year declined by 6 
percent y-o-y, while sales volume fell 9 
percent to 54.14 Mt.

Elsewhere, the company said it has 
set strip ratio guidance of 4.8x, which 
is higher y-o-y as the company follows 
its mining sequence and has to remove 
more overburden. “We will continue to 
be discipline in our capital expenditure 
(capex) and our capex guidance for 2021 
is US$200 million–$300 million. This 
capex target includes regular maintenance 
and growth capex,” Adaro said.

The company said guidance for 

Adaro reports lower 2020 coal 
production, sales volume
By Romel S. Gurky

 Units 4Q20 3Q20 4Q20  
vs. 3Q20 4Q19 4Q20  

vs. 4Q19 2020 2019 2020  
vs 2019

Coal production Mt 13.43 13.81 -3% 13.91 -3% 54.53 58.03 -6%

Sales volume Mt 13.39 13.62 -2% 14.52 -8% 54.14 59.18 -9%

Overburden Removal Mbcm 49.06 57.69 -15% 62.07 -21% 209.48 272.09 -23%

Adaro’s coal production, sales performance

http://www.adaro.com/id/
http://www.adaro.com/id/
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 Units 4Q20 3Q20 4Q20 vs. 
3Q20 4Q19 4Q20 vs. 

4Q19 2020 2019 2020 vs 
2019

Coal barging Mt 12.53 11.80 6% 11.93 5% 47.11 51.24 -8%

operational EBITDA in 2021 is $750 
million–$900 million.

Meanwhile, coal barging volume by 
PT Maritim Barito Perkasa (MBP) in 
2020 declined 8% y-o-y to 47.11 Mt due 
to lower volume from the Adaro Group 
and third-party customers. MBP’s total 
coal barging volume in 4Q20 was 12.53 
Mt, 5% higher than in 4Q19. 

Coal volume from its sister 
companies in the Adaro Group accounted 
for 98% of MBP’s total coal barging 

volume in 2020 and all of MBP’s total 
coal barging volume in 4Q20, as MBP 
continues to prioritize coal volume from 
the Adaro Group. 

The company reported that in 2020, 
PT Saptaindra Sejati (SIS) achieved 
overburden removal volume of 
163.27 Mbcm, a decline of 29% y-o-y 
compared to 2019. SIS’s coal production 
volume in 2020 also declined by 16% 
y-o-y to 41.48 Mt. 

SIS’s customers, both from the Adaro 

Group as well as third party, lowered 
overburden removal and coal production 
volume due to the challenging coal 
market condition in 2020. 

On top of that, prolonged wet 
weather in 2020 posed a challenge for 
SIS to recover its overburden removal 
and production volume. SIS overburden 
removal volume of 39.61 Mbcm in 4Q20 
was 30% lower compared to 4Q19, while 
its coal production volume in 4Q20 of 
9.81 Mt was lower by 19% y-o-y. 

 Units 4Q20 3Q20 4Q20  
vs. 3Q20 4Q19 4Q20  

vs. 4Q19 2020 2019 2020  
vs 2019

Overburden Removal Mbcm 39.61 39.01 2% 56.24 -30% 163.27 230.99 -29%

Coal Production Mt 9.81 10.11 -3% 12.07 -19% 41.48 49.20 -16%
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Fitch Upgrades Geo Energy Resources to ‘CCC’

F itch Ratings has upgraded Geo 
Energy Resources Limited’s 
(Geo) Long-Term Issuer 
Default Rating to ‘CCC’ from 

‘CC’. The agency has also upgraded 
the rating on the outstanding senior 
unsecured guaranteed notes of Geo’s 
subsidiary, Geo Coal International 
Pte. Ltd., to ‘CCC’ from ‘CC’ with a 
Recovery Rating of ‘RR4’. The notes 
are guaranteed unconditionally and 
irrevocably by Geo.

The upgrade is based on Geo’s 
improved liquidity as the company can 
avoid investors exercising a put option in 
April 2021 on its USD300 million note 
after it met a coal reserve requirement 
of 80 million tonnes (mt). Geo’s latest 
compliant Joint Ore Reserves Committee 
report indicated its operating reserves 
at its PT Sungai Danau Jaya (SDJ) and 

PT Tanah Bumbu Resources (TBR) 
mines in Indonesia totalled 86.4mt as of 
31 October 2020. Geo in August 2020 
received mining licence extensions for 
the SDJ and TBR mines to beyond 2025, 
which was also a condition under the put 
option. These pushed the note repayment 
to its maturity date in October 2022, 
eliminating the short-term redemption or 
refinancing risk.

Geo has bought back almost USD240 
million of the notes at a discount using its 
internal cash. This has materially reduced 
the redemption pressure to only USD59 
million on the maturity date, which we 
expect Geo to be able to repay with 
internal cash, based on Fitch’s coal-price 
assumptions.

However, the rating reflects minimal 
headroom for Geo’s liquidity, should the 
company’s operating cash flow decline 

due to lower realised coal prices and/or 
any shortfall in business performance, as 
the company has no backup long-term 
external liquidity facilities. It has short-term 
prepayment facilities from its two off-
takers, which can cover small funding gaps.

The rating also reflects Geo’s 
opportunistic management strategy, 
which lacks a consistent and cohesive 
execution record, as it failed to finalise 
any acquisition since it raised funds 
from the US dollar note and continues 
to lack clarity over a business plan amid 
a weak operating profile in light of its 
limited reserves. Geo is planning to 
undertake an investment, which will most 
likely dampen its liquidity and raise its 
leverage, as it would require external 
funding given its low liquidity. Fitch 
will treat such an investment as an event 
risk, but Geo’s weak profile leaves little 

C
A

 | B
oi

m



COAL ASIA FEBRUARY 28 - MARCH 28, 2021 63

headroom for a sizeable and credit-
accretive investment.

Key rating drivers
Improved, Albeit Vulnerable, 

Liquidity: Geo’s liquidity improvement 
eases the redemption pressure for its US 
dollar notes after the discounted bond 
buybacks since December 2019. We 
believe the absence of the put option 
means Geo can accrue enough cash to 
repay its outstanding USD59 million 
in notes at the maturity, which is in 
20 months. However, there is minimal 
headroom for any underperformance to 
our expectations, as it would increase 
the redemption or refinancing risk 
meaningfully because we believe Geo’s 
access to new funding is unlikely.

Weak Operating Profile: Geo’s 
operating reserve comprised 23.3mt at 
SDJ and 63.1mt at TBR on 31 October 
2020, higher than their 65mt at end-2019. 
This, however, does not improve Geo’s 
profile materially, as its small scale, 
short mine life of around eight years (per 
Fitch’s expected 10mt annual production) 
and weak cost position continue to 
constrain its operational flexibility 
compared with other Fitch-rated 
Indonesian coal miners. Geo has two 
other mines, but one is in the exploratory 
phase and the other has a weak cost 
position, making mining operations 
unviable.

Weak Cost Position: Geo has one 
of the weakest energy-adjusted cost 
positions among Fitch-rated Indonesian 
coal miners. This, coupled with its 
average-quality coal and Fitch’s 
expectation of falling coal prices, will 
lower unit profitability per tonne to 
around USD4.5 in 2021-2022 from 
around USD5 in 2020.

However, its profitability will 
benefit by over USD1.5/tonne from 
a recent VAT refund for coal miners 

from November 2020. Geo has minimal 
flexibility to curb its cost. It remained 
operational during a weak coal price 
period in 2020 only due to cost 
renegotiations with its contractor and 
service providers.

Legal Case Could Pressure Liquidity: 
Geo’s liquidity will worsen if legal 
proceedings result in an adverse outcome. 
Geo’s subsidiaries and other parties 
face litigation claims of IDR500 billion 
(about USD35 million) for damages, 
excluding penalties and interest, from a 
minority shareholder of PT Titan Infra 
Energy (TIE) and one of its subsidiaries 
(plaintiffs).

The litigation says that a conditional 
sale and purchase agreement, coal 
purchase agreements and a prepayment 
signed by Geo’s subsidiaries and TIE 
are against the plaintiffs’ interests. Geo 
made an advance payment to TIE in 2019 
for the coal off-take in 2020, of which 
around USD27 million is outstanding and 
has to be repaid by TIE. Fitch expects 
Geo to recover the outstanding advances 
from TIE in the next three years. Geo 
said it is in settlement discussions with 
the plaintiffs, and believes the claims 
are without merit and will not have a 
material effect on the group.

Low Off-Taker and Contractor Risk: 
Geo has life-of-mine contracts for its two 
key operating mines on all coal produced, 
minimising off-take risk. Geo has 
prepayment facilities with off-takers for 
both mines, providing some flexibility 
in managing working capital. Its coal 
production and over-burden removal 
contracts are with one of Indonesia’s 
largest mining contractors, PT Bukit 
Makmur Mandiri Utama (BB-/Negative), 
limiting contractor risk.

Derivation summary
Geo’s Indonesian coal-mining peer, 

PT Golden Energy Mines Tbk (GEMS; 

B+/Stable), has a stronger credit profile 
with a larger reserve base, better cost 
position, and comfortable liquidity 
profile, which justifies rating Geo 
multiple notches below GEMS.

PT Agung Podomoro Land Tbk 
(APLN; CCC+) is one of the leading 
property developers in Indonesia, with 
a long record and established domestic 
brand. APLN was recently upgraded 
to ‘CCC+’ from ‘CCC’ after it sold an 
asset, which along with its cash, will 
cover debt-servicing costs and capex, 
and fund existing projects for the next 
12 months. APLN plans to sell its 
investment property to boost its liquidity 
in the next few years. Geo can also cover 
its debt-servicing expense until October 
2022 through its cash and internal cash 
flow, but its weak operating profile and 
the lack of additional liquidity sources to 
fall back on justify its one-notch lower 
assessment than APLN.

Key assumptions
Fitch’s Key Assumptions Within Our 

Rating Case for the Issuer
-  Coal prices in line with Fitch’s mid-

cycle commodity-price assumptions, 
adjusted for the difference in calorific 
value (average Newcastle 6,000 kcal 
free on board, or FOB/tonne: USD68 
in 2021, USD67 in 2022 and USD66 
thereafter); see “Fitch Ratings 
Updates Metals and Mining Price 
Assumptions”, dated 28 August 2020, 
at https://www.fitchratings.com/site/
pr/10134526.

-  Annual total coal production from 
SDJ and TBR mines of around 10mt 
over the medium term.

-  No acquisitions and modest capex 
over the medium term

-  Dividend payout of USD10 million in 
2021.

-  Strip ratio to remain at around 3.5x 
(2019: 3.5x) and production cost 
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at around USD27.0/tonne (2019: 
USD29.3/tonne) over 2021-2023.

Key recovery rating assumptions
-  Recovery analysis for Geo is on 

a going-concern basis in case of 
bankruptcy and assumes that the 
company would be reorganised and 
not liquidated. We have assumed 
a 10% discount to enterprise value 
to account for bankruptcy-related 
administrative claims.

-  The going-concern EBITDA estimate 
of around USD44.5 million reflects 
Fitch’s view of a sustainable, 
post-reorganisation EBITDA level 
upon which we base the enterprise 
valuation. The going-concern 
EBITDA is 5% below the mid-cycle 
EBITDA, based on Fitch’s long-
term average thermal coal-price 
expectation.

-  An enterprise value multiple of 
3.5x EBITDA is applied to the 
going-concern EBITDA to calculate 
a post-reorganisation enterprise 
value. A higher multiple of 4.5x 
was used earlier to capture the high 
cash balance at Geo, which could 
be used to acquire coal assets that 
would boost EBITDA, but would not 
add assets to the balance sheet, as 
Indonesian coal mines are essentially 
owned by the government and 
licensed to coal miners. The multiple 
revision reflects the decline in Geo’s 
capacity to make any meaningful 
acquisitions as its cash balance has 
declined significantly.

-  An enterprise value multiple of 
3.5x used to calculate a post-
reorganisation valuation also reflects 
a derived EBITDA multiple based 
on a distressed valuation metric of 
around USD1/tonne of Geo’s proved 
reserves plus cash in hand of around 
USD55 million as of end-2020.

-  The waterfall results in a recovery of 
100% for the US dollar noteholders, 
or a Recovery Rating of ‘RR1’, but 
a soft cap of ‘RR4’ is applied as the 
assets are located in Indonesia, which 
is a group D country.

Rating sensitivities
Factors that could, individually 

or collectively, lead to positive rating 
action/upgrade:

An upgrade is unlikely, although an 
improvement in the operating profile, 
without material deterioration in the 
financial profile, including a weakening 
of liquidity or an increase in the US 
dollar notes’ refinancing risk, may lead to 
an upgrade.

Factors that could, individually or 
collectively, lead to negative rating 
action/downgrade:

Deterioration in the liquidity profile 
such that it jeopardises the repayment or 
refinancing of the USD59 million notes 
on the maturity in October 2022.

Best/worst case rating scenario
International scale credit ratings of 

Non-Financial Corporate issuers have 
a best-case rating upgrade scenario 
(defined as the 99th percentile of rating 
transitions, measured in a positive 
direction) of three notches over a three-
year rating horizon; and a worst-case 
rating downgrade scenario (defined as 

the 99th percentile of rating transitions, 
measured in a negative direction) of four 
notches over three years. The complete 
span of best- and worst-case scenario 
credit ratings for all rating categories 
ranges from ‘AAA’ to ‘D’. Best- and 
worst-case scenario credit ratings are 
based on historical performance. For 
more information about the methodology 
used to determine sector-specific best- 
and worst-case scenario credit ratings, 
visit https://www.fitchratings.com/site/
re/10111579.

Liquidity and debt structure
Weak Liquidity: Fitch estimates 

Geo’s cash of around USD55 million as 
of end-2020 and internal cash flow will 
be enough to cover interest expense and 
its only outstanding debt of the USD59 
million in notes maturing in October 
2022. However, its liquidity has very 
little cushion to absorb any business 
underperformance and/or unforeseen 
cash outflows, and can quickly 
deteriorate if there is any variation to 
our rating-case expectations or if Geo 
undertakes any new investment that may 
affect its debt-servicing ability.

References for substantially material 
source cited as key driver of rating

The principal sources of information 
used in the analysis are described in the 
Applicable Criteria.

ESG considerations
Unless otherwise disclosed in this 

section, the highest level of ESG credit 
relevance is a score of ‘3’. This means 
ESG issues are credit-neutral or have 
only a minimal credit impact on the 
entity, either due to their nature or the 
way in which they are being managed 
by the entity. For more information 
on Fitch’s ESG Relevance Scores, 
visit www.fitchratings.com/esg. 
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I DX-listed gold and copper mining 
firm PT Merdeka Copper Gold 
Tbk reported that gold production 
at its Tujuh Bukit mine in East 

Java Province last year stood at 157,175 
ounces at AISC of US$669/oz.

The gold output volume last year was 
29.53 percent lower compared to 223,042 
oz in the previous year. The company 
said that gold production in the fourth 
quarter ending December of last year 
was low at 5,355 ounces.   “Low gold 
production during the quarter was a result 
of heap leach subsidence in September 
2020,” Merdeka said in a statement.

The company said that remediation of 
the heap leach pad has been progressing 
ahead of schedule, with irrigation on Pad 
B commencing at the end of December 
2020. Elsewhere, Merdeka said that at the 
Wetar Copper Mine in Maluku, mining 
operations at Partolang pit commenced 
in October 2020. Since mining only 
occurred for part of the year, full year 
copper production was only 5,377 tons at 
an AISC of $4.62/lb.

The company said copper production 
is expected to increase in the first quarter 
of 2021 following the development 
of Partolang and is expected to reach 
consistent production levels in the second 
quarter of 2021. AISC costs will fall as 
production increases. No lost time injury 

(LTI) occurred during the quarter, with 
the site achieving 10.01 million hours 
and three years without LTI.

Merdeka said earlier this year it 
expects copper production from its Wetar 
mine to significantly increase in 2021 
due to the development of the Partolang 
open pit mine.

According to company’s presentation, 
2020 copper production dropped by more 
than half of 2019 production of 16,770 
tons due to the fact that ore from Lerokis 
pit  does not leach well with high iron 
levels. Production in 2021, according to the 
presentation will get to the 2019 level and 
will be slightly higher in 2022 and 2023.

Tujuh Bukit copper project
Merdeka said that all five recent drill 

holes at the Tujuh Bukit copper project in 
East Java returned significant intercepts 
of copper and gold mineralization.

The company said in a statement that 
the focus of the current drilling program 
is an area of the Upper High Grade Zone 
(UHGZ) which contains the largest zone 
of contiguous high grade copper and 
gold mineralization identified to date and 
is well positioned for drilling from the 
current decline location.

“The most recent five holes of the 
current infill drilling program have 
all returned intercepts in line with, or 

exceeding expectations,” Merdeka said in 
a statement provide update covering the 
most recent drilling from the Tujuh Bukit 
Copper project. Selected results from the 
latest drilling include:
▪  242 meters @ 0.7% Cu and 1.0 

grams/ton Au from 346 meters in 
UHGZ-20-029 (including 192 meters 
@ 0.8% Cu and 1.2 grams/ton Au 
from 354 meters)

▪  184 meters @ 0.9% Cu and 1.0 grams/
ton Au from 228 meters in UHGZ-20-
030 (including 146m @ 1.0% Cu and 
1.1 grams/ton Au from 264m)

▪  124 meters @ 0.8% Cu and 0.7 
grams/ton Au from 304 meters in 
UHGZ-20-028 (including 98 meters 
@ 0.9% Cu and 0.8 grams/ton Au 
from 310 meters)

▪  250 meters @ 0.5% Cu and 0.5 
grams/ton Au from 466 meters in 
UHGZ-20-025 (including 88 meters 
@ 0.8% Cu and 0.7 grams/ton Au 
from 558 meters)

▪  186 meters @ 0.7% Cu and 0.7 
grams/ton Au from 206 meters in 
UHGZ-20-027 (including 120 meters 
@ 0.9% Cu and 0.9 grams/ton Au 
from 244 meters) 

The full copper and gold intercepts 
discussed in this report are listed in the 
table below:

Merdeka reports significant drop in 2020 gold output

Hole ID
Collar 
East

WGS84 
50S

Collar 
North

WGS84 
50S

Collar RL
+5,000m 

ASL
Dip

Azimuth
WGS84 

50S

End of 
Hole Depth 

(metres)
From

(metres)
To

(metres)
Interval
(metres) Cu % Au grams/ 

tonne

UHGZ-20-025 174153 9046221 4945 -43.6 55.7
776.2 466 716 250 0.5 0.5

including 558 646 88 0.8 0.7

UHGZ-20-027 174173 9046239 4946 -7.4 44.8
461.1 206 392 186 0.7 0.7

including 244 364 120 0.9 0.9

UHGZ-20-028 174137 9046243 4941 -18.9 41.4
535.7 304 428 124 0.8 0.7

including 310 408 98 0.9 0.8

UHGZ-20-029 174138 9046166 4947 -23.9 86.2
650 346 588 242 0.7 1.0

including 354 546 192 0.8 1.2

UHGZ-20-030 174174 9046240 4945 -10.8 58.2 443 228 412 184 0.9 1.0
including 264 410 146 1.0 1.1

https://www.merdekacoppergold.com/
https://www.merdekacoppergold.com/
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PTBA gears up in realizing  
Beyond Coal targets
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Since 2017, IDX-listed integrated energy producer  
PT Bukit Asam Tbk (PTBA), has been implementing 
“Beyond Coal” initiatives in a bid to become a world 
class environmentally-friendly (or eco-friendly) 

energy company.
The Beyond Coal tagline translates into transformation of 

PTBA as not only coal mining and producing company, but 
also energy company by developing wide range energy-based 
businesses, such as power generation, renewable energy, 
plantation products, mining services, and coal to chemical 
industry as part of downstream coal initiative to create coal 
value added and other business opportunities.

In realizing the Beyond Coal tagline, PTBA has already 
been creating and implementing at least three development 
programs, namely coal transport, power generation and 
downstream coal developments.

“For coal transport development, PTBA ramps up the coal 
railway transport capacity and opts coal transport alternative 
via riverway,” Arviyan Arifin, President Director of PTBA, 
said to CoalAsia recently.

PTBA, in September 2020, signed Head of Agreement 
(HOA) with PT Pelabuhan Indonesia II (Persero) to develop 
coal and/or other commodities transport via riverway and port 
in South Sumatra.

The cooperation in developing the coal transport via 
riverway aims to boost economic development in South 
Sumatra as national energy hub. The cooperation is also 
expected to improve cost efficiency and provide additional coal 
transport volume. PTBA expects the cooperation with Pelindo 
II will offer greater benefits, which include increasing the coal 
transport volume up to 20 million tons and transport services 
for other commodities, such as downstream coal products.

In terms of power generation development, PTBA develops 
2x620 MW Sumsel 8 mine mouth power plant deemed as the 
largest, the most efficient and the most competitive mine mouth 
power plant in Indonesia.

As of January 2021, the construction progress reaches 70 
percent and the commercial operation date is expected to be in 
March 2022.

PTBA also develops renewable energy, particularly solar 
power, that is online at Soekarno Hatta International Airport. 
It realizes the goal to create a Green Airport in Indonesia. By 
cooperating with PT Angkasa Pura II (AP II), the project is 
expected to initiate the adoption of similar project at other airports.

The solar power at AOCC Building of Soekarno Hatta 
International Airport was built by PTBA in collaboration with 
a subsidiary company of PT LEN Industry, which is PT Surya 

Energi Indonesia. The operation of solar power is directly 
conducted by PTBA.

“PTBA is also considering to cooperate with Jasa Marga in 
installing solar-powered toll road lights,” Arviyan said.

To utilize PTBA’s ex-mines, the company plans to develop solar 
power generation in Ombilin and Tanjung Enim. By considering the 
scale of the project, which is relatively large, PTBA needs to have 
discussion with PLN in a bid to make the project as Independent 
Power Producer (IPP) and adjust to PLN’s requirements.

PTBA plans to generate up to 200 MW power capacity 
from its ex-mines solar power development. The construction 
will be carried out in two stages, in which the first construction 
stage is estimated to build 100 MW. The first construction 
stage is under planning and studying phase. 

Regarding coal downstream development, PTBA currently 

Arviyan Arifin, President Director of PTBA
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focuses on coal-to-chemical (dimethyl 
ether/DME) or coal gasification and coal-
to-activated carbon.

PTBA signed Head of Agreement 
(HOA) with an Australia-based producer 
and supplier of activated carbon, Activated 
Carbon Technologies PTY, LTD (ACT) 
on December 22nd, 2020. Activated 
carbon is one of downstream coal method 
where coal is processed and having 
activation process into material with huge 
amounts of pores which enable it to absorb 
other material around. Activated carbon 
is applicable for wide range applications 
starting from water treatments, air and 
gas purifier, filters in food, sugar and 
MSG industries to pharmacy industry 
to neutralize drug wastes and reduce the 
environmental impact.

Race against time
Implementing Beyond Coal as a 

transformation process, PTBA has to 
deal with some key challenges, mainly 
race against time. Fossil-based energy, 
such as coal, faces some headwinds, 
such as prices, fluctuating demand, and 
competing with growing renewable 
energy. 

“Since the coal industry starts 
its ‘sunset’ period, the corporate 
transformation into Beyond Coal 
company is an urgently implemented 
solution,” Arviyan said.

A solid internal and coupled with 
state-owned enterprises synergy in 
delivering downstream coal project 
is one of key successes to accelerate 
the development. The government is 
also required to provide incentives to 
make downstream coal products more 
competitive than other fuels, such as 
LPG, which shows swelling imports 
and requires a large amount of state 

budget for subsidized fuel.
However, PTBA believes that the 

business transformation of Beyond Coal 
will eventually ensure PTBA’s business 
sustainability in the future. The company 
sees that Beyond Coal may solve the 
challenges of fluctuating coal demand 
and competition with renewable energy.

“This is a breakthrough in order 
to make sure PTBA can continuously 
contribute in providing energy and 
developing the economy,” Arviyan said.

Arviyan added that PTBA’s 
ongoing initiatives since the last few 
years will benefit not only for PTBA 
but also the environment, community, 
domestic energy security and national 
economic growth.

Coal gasification project in Tanjung 
Enim initiated by PTBA has been 
declared as a National Strategic Project 
based on President Regulation No 

FOCUS
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109/2020 signed by President Joko 
Widodo on November 17th, 2020.  

The improving status of the project 
means a positive signal and major boost 
from the government to accelerate the 
utilization of abundant coal resources 
in the country in a bid to improve 
the economic growth, development 
distribution, and people’s welfare as 
stipulated in the President Regulation 
No 109/2020.

The commitment of cooperation 
agreement to develop coal-to-DME 
project has been officially agreed and 
edified on Thursday (December 10th, 
2020). The cooperation involves PT 
Pertamina (Persero), PT Bukit Asam Tbk 
and Air Products and Chemical Inc. 

Minister of Energy and Mineral 
Resources Arifin Tasrif stated that the 
coal-to-DME development can substitute 
LPG for household users and reduce LPG 

imports which currently corresponds 
more than 70 percent of total domestic 
consumption. 

The US$2.1 billion coal gasification 
project is a processing of coal to be 
dimethyl ether (DME) to substitute LPG. 
The project is developed and carried out 
by PT Bukit Asam in collaboration with 
PT Pertamina (Persero) and Air Products 
and Chemical Incs as the investor. The 
coal gasification plant will process 6 
million tons of coal per year to be 1.4 
million tons of DME, which will reduce 
1 million tons of LPG import per year.

ESG Rating
As coal industry is considered as 

an industry that runs against the global 
environmental agenda, industry players 
find the fact that it is increasingly 
challenging to secure global financial 
supports. A lot more Western banks are 

phasing out of coal-based projects, even 
China also begins to limit the coal-related 
project financing.

Consequently, global financial 
institutions are implementing 
Environment, Social and Governance 
(ESG) standards as one of requirements 
and considerations before deciding to 
provide project financing.

PTBA is strongly committed to 
implementing the ESG standards. Now, 
PTBA has BBB level based on MSCI’s 
ESG rating, one of the highest ranking 
among its peers.

“We aim to achieve A level this 
year,” Arviyan said.

By achieving the top ESG rating, 
PTBA believes that it may support the 
company’s business transformation 
agenda, particularly in securing financial 
supports for the company’s business 
development initiatives.  

COAL ASIA JANUARY 29 - FEBRUARY 28, 2021 69
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Countries across the globe are boosting energy 
transition from fossil fuels to renewable energy, 
including phasing out of coal for electricity 
generation. However, Asian countries are 
likely slowing down the transition as they are 
predominantly consumers of coal, which so far 
remains relatively more competitive than other 
energy sources.

Global energy transition 
push toward more 
environmentally friendly 
development encourages 

renewable energy projects, while fossil 
fuel related projects have to deal with 
limited access to financial supports.

Based on International Energy 
Agency (IEA) data, after net additions 
of renewable capacity reached a new 
record of almost 200 GW in 2020, total 
capacity is expected to grow by around 
218 GW in 2021, almost 10 percent 
more than 2020.

In 2021, global coal generation 
capacity is expected to reach as much as 
2,140 GW, predominantly driven by 30 
GW of new capacity expected in China. 
Coal capacity outside China is not 
anticipated to change much, with new 
capacity in Asia offset by retirements in 
Europe and North America. 

In 2021 India, Japan, Indonesia, 
Vietnam and Bangladesh are set to 
commission a number of coal-fired 
power plants that are currently in the 
final stages of construction.

Based on data of HMS Bergbau AG, 
global primary energy in 2019 was 84 
percent contributed by fossil fuels such as 
coal, oil and gas. Meanwhile, solar or wind 

power contributed only about 3 percent of 
global total primary energy share.

“We should realize that we need to 
continue working with coal, oil and gas, 
not against them,” Lars Schernikau of 
HMS Bergbau AG said recently in a 
webinar hosted by CoalAsia.

Schernikau added that coal remains 
playing crucial part as base load 
electricity supply capacity and countries 
should not heavily rely on renewable 
energy supply. He takes example of 
Germany, which reduces the coal and 
nuclear power to the level it does not 
have enough base load capacity anymore.

“The power system is less stable, 
erratic and more expensive,” he said, 
adding that Europe may deal with 
blackout because no longer coal and 
nuclear as base load capacity.

Beni Suryadi, Manager of the Power, 
Fossil Fuel, Alternative Energy and 
Storage of ASEAN Center for Energy 
(ACE), echoed the similar view of the 
importance of coal for energy sources 
in coming decades even amid rising 
renewable energy development in 
Southeast Asia region.

“Coal will remain playing a 
significant role in Southeast Asia 
region’s energy mix,” Beni said in 

By Tri Subhki R. 
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“The implication is there 
will be no new coal-fired 
power plant in Indonesia 
and other countries. The 
under-construction coal-
fired power projects may 
be the last ones,” 

Dharma Djojonegoro, Chairman 
of Mineral and Coal Committee at 
Indonesia Chamber of Commerce and 
Industry (KADIN),

the same occasion. ACE suggested, 
according to Beni, that Southeast 
Asian countries should optimize the 
role of clean coal technology (CCT) 
in facilitating the transition toward 
sustainable and lower emission 
development.

Countries in Southeast Asian region, 
among others Indonesia, Vietnam and 
Philippine, are boosting their efforts 
to achieve certain share of renewable 
energy in domestic energy mix. 

In Indonesia, the government sets 
target of 23 percent energy mix will be 
contributed by renewable energy in 2025. 
As of 2020, renewable energy represented 

11.3 percent of total energy mix, while 
coal contributed up to 38.7 percent.

Financing crunch
In environmental, social and 

governance (ESG) concept, a lot more 
global financial institutions rely on 
the ESG performance of companies in 
assessing their creditworthiness. More 
and more global lenders are phasing out 
of coal-related projects.

CRU Consulting believe that major 
banks and asset management companies 
did not tighten financing for coal 
mining immediately after the 2016 Paris 
Climate Agreement, as was originally 

anticipated. But in 2020, many banks 
have fast tracked their commitment to 
reduce exposure to coal financing.

Credit tightening restrictions seem 
more severe for coal-fired power projects 
than coal mining projects, for now.

“Given the fact that banks and asset 
management companies are going 
to tighten lending to coal sector, we 
do not think there will be additional 
greenfield or new brownfield and tighten 
the market,” Manjot Singh, Senior 
Consultant of CRU Group, said in a 
webinar hosted by CoalAsia recently.

Consequently, thermal coal prices 
are expected to rise in the next 5 years, 
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according to Singh.
Lars Schernikau of HMS Bergbau 

AG, stated that the condition offers 
opportunities for private investors to put 
their money into the coal-related projects 
as the price outlook is more likely to rise 
and may never go down to 2020 level.

In the meantime, it is expected no 
new coal-fired power plants in the next 
10-20 years both in Indonesia and other 
countries as lenders avoid providing 
financing for coal-related projects. 

“The implication is there will 
be no new coal-fired power plant in 
Indonesia and other countries. The 
under-construction coal-fired power 
projects may be the last ones,” Dharma 
Djojonegoro, Chairman of Mineral and 
Coal Committee at Indonesia Chamber of 
Commerce and Industry (KADIN), said 
in a webinar hosted by CoalAsia recently.

Dharma stated that a lot more global 
lenders, insurers and manufacturers that 
avoid supporting new coal-fired power 
plants projects. He mentioned some 
large global development lenders such 
as JBIC which will no longer finance 
coal, while K-SURE and KEXIM will 
only consider USC-type coal-fired 
power plants.

Major global insurers such as 
Allianz and AXA, and engineering 
and construction firms such as Black 
& Veatch and Samsung C&T are also 

moving away from coal. GE, Toshiba, 
Siemens will no longer supply equipment 
for new coal-fired power plants.

Dharma stated that coal will remain 
important fuel in the next decades for 
the current operating coal-fired power 
plants. However, he emphasized that 
coal industry players should anticipate 
the growing trend of coal phasing out by 
developing coal downstream projects, 
such as coal gasification and liquefaction. 

Domestic uses
In Indonesia, coal will continue 

to hold an important role in power 
generation landscape for coming years. 
In 2028, coal-fired power plants are 
projected to contribute 50 percent of 
Indonesia’s power capacity.

PT PLN (Persero), a state-owned 
power utility company, is forecasted to 
increase steadily its coal consumption 
for next nine years. In 2020, PLN 
consumed 109 million tons of coal, or 
70 percent of total domestic coal use.

Irwandy Arif, Special Staff of 
Minister of Energy and Mineral 
Resources, stated that the government 
prioritizes domestic coal supply. In 
2021, the government sets total coal 
output target at 550 million tons 
and allocates 137.5 million tons for 
domestic supply.

Irwandy also mentioned about the 

development of domestic downstream 
coal initiatives in a bid to reduce and 
substitute LPG import. Indonesia 
consumed 7.64 million tons of LPG in 
2019 and 75 percent or 5.73 million tons 
was imported.

There are a number of coal 
gasification projects are under feasibility 
study phase, namely coal-to-DME by 
PT Bukit Asam Tbk, PT Pertamina 
(Persero) and Air Products; coal-to-
methanol project by PT Kaltim Prima 
Coal (KPC), Ithaca Group and Air 
Products; and coal-to-syngas by PT 
Arutmin Indonesia. 

Domestic cement, pulp and paper 
industries are expected to consume 
more coal in the future. Widodo 
Santoso, Chairman of Indonesia Cement 
Association, said in a webinar hosted by 
CoalAsia recently that domestic cement 
industry consumed 13.8 million tons of 
coal in 2020 and is estimated to increase 
to 18.9 million tons by 2025. 

Cement industry requires coal supply 
with calorific value 4,200-4,500 kcal/kg 
(GAR) for clinker production.

In addition, Liana Bratasida, 
Executive Director of Indonesia Pulp 
and Paper Association (APKI), stated 
that domestic pulp and paper industry 
consumed 9.1 million tons of coal in 
2020 and is expected to increase to 11.5 
million tons by 2024. 

No. End User (million tons) 2020 2021 2022 2023 2024

1 PLN 109.00 121.00 129.00 135.00 137.00

2 Processing and Refinery 16.25 16.72 16.63 16.66 16.73

3 Fertilizer 1.73 1.73 1.73 1.73 1.73

4 Cement 14.54 15.02 15.49 15.99 16.65

5 Textile 6.54 6.54 6.54 6.54 6.54

6 Paper 6.64 7.11 7.61 8.14 8.71

Total 155.00 188.13 177.02 184.08 187.38

Domestic coal market potential 2020-2024
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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 Government has announced 

various initiatives to achieve food 
security and promote downstream 
agribusiness opportunities. This policy 
was earlier implemented through growth 
in plantation areas, and now is largely 
implemented through the desire to 
boost agriculture yields. The supply of 
fertilizer is a key ingredient in boosting 
crop yields for both private and state-
owned enterprises. This article looks 
at the phosphate group of fertilizers, 
and the business drivers to stimulate 

large scale exploration and mining of 
sedimentary rock phosphate. 

The author is not an expert in the 
phosphate industry. Data for this article 
was sourced from numerous public 
documents, and there has been limited 
opportunity to cross check on the wide-
ranging nature of this article. 

Business opportunity & risk
Given Indonesia’s national trend 

to become self-sufficient, there is a 
considerable market opportunity to 
replace imports through developing a 

domestic phosphate mining industry.
There has been a prolonged growth 

in importation and use of phosphate 
fertilizers. The most recent 2019 
statistics show nearly 4 million ton of 
phosphate fertilizers were imported at 
a value of more than US$ 600 million, 
along with some half a million ton of 
phosphate chemicals for a value of US$ 
140 million. 

Indonesia imports the various 
phosphate products from several different 
countries to reduce risk to supply, and 
to seek competitive international prices. 

Let’s develop an Indonesian 
“agro-mineral” phosphate 
mining industry

item General Description Import 2018 Import 2019

Imports Weight Kg Value US$ Weight Kg Value US$ $/ton

4 Rock Phosphates fertilizers  1,994,511,097  205,498,528  1,756,819,163  194,577,714 110.75

11 Superphosphates fertilizers  2,917,720,323  623,548,886  2,022,837,733  434,833,889 214.96

7 Phosphoric Acid 62,544,904 54,146,296 64,75,0932 53,579,006 827.46

16 Phosphate chemicals  122,808069  94,574,427  132,456,338  90,240,667 681.28

Total Fertilizer  8,088,231,104  1,904,390,588  6,126,885,416  1,523,650,721 248.68

Implied Other fertilizers - nitrate, 
potassic, organic etc  3,175,999,684  1,075,343,174  2,347,228,520  894,239,118 380.98

Table 1. Importation of Phosphates

Ref; Badan Pusat Statistik Indonesia; Foreign Trade Statistics Imports 2019 vol 1,

http://www.ianwollff.com
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Phosphates are mostly consumed within 
the producing country, with about 
15% of global supply being exported 
[30 million ton in 2015]. Much of the 
world’s phosphate exports come from 
a few Middle Eastern and North Africa 
countries, wherein risk to supply may 
come through local regional tensions. 
Fortunately, Indonesia has a long history 
of close ties with Morocco, one of the 
world’s largest phosphate exporting 
countries, and imports from several 
diverse countries. The global trend is 
towards vertical integration, with added 
value processing, potentially making 
Indonesian imports more expensive. 
Another global trend is to become more 
concerned about trace elements, wherein 
some NGO’s have begun to raise issues 
on cadmium trace element. 

Phosphate deposit styles 
Phosphate deposits are typically 

produced from three main sources;
a)  Guano bat droppings are typically 

found in small quantities in 

scattered remote limestone caves. 
Other sea bird guano deposits were 
successfully mined on a commercial 
scale, in the island countries of Naru 
and Christmas Island.

b) Apatite phosphate minerals 
(fluorapatite and others) are found 
in the formation of alkaline magma 
composed of nepheline, syenite and 
trachyte. These deposits are typically 
less attractive as they are often low 
grade and require considerable effort 
for mining and processing.

c)  Sedimentary (marine) phosphate 
is formed in a variety of marine 
settings, typically on continental 
shelves where there is a mixing 
of seawaters.  Cold water can 
dissolve more CO2 and apatite 
[Ca5(PO4,CO3)3F, Cl, OH] than 
can warm water. Therefore, PO4 
averages 0.3 ppm in cold water but 
only 0.003 to 0.01 ppm in warm 
shallow water. As deep, apatite-
saturated water is warmed CO2 is 
degassed and pH rises. Apatite is 

less soluble in alkaline water, so 
calcium phosphate precipitates from 
the supersaturated waters. If coal 
sea water upwelling is sustained 
and mixed with warm shelf water, 
the deposits may become very 
thick (several meters). Phosphorite 
deposits range from Precambrian to 
recent in age. The geological setting 
of shallow shelf warm waters mixing 
with cool upwelling deep waters 
would seem to be very prospective 
throughout much of Indonesia. This 
style of deposit tends to be laterally 
extensive and forms economic 
deposits of up to billions of tons in 
Morocco, Jorden etc. 

Phosphate deposits in Indonesia
a)  Cave Guano; - RW Van Bemmelen 

is the classical starting point for 
many economic geology reviews in 
Indonesia. His chapter on Phosphate 
in “The Geology of Indonesia, Vol 
II Economic Geology 1949” reflects 
that the Dutch era of exploration 
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and production was focussed largely 
on 53 cave guano deposits in Java, 
with P2O5 grades of 18-28%. 
Manual mining in mountainous 
areas from 10 mines produced 485 
ton (1927) – 34,085 ton (1940). 
There are scattered ESDM historical 
references to various small phosphate 
miners, though most seem to be 
mining guano. The ESDM Centre 
for Mineral Coal and Geothermal 
Resources - Geological Agencies 
“Indonesia Minerals Yearbook 
2018” provides a table of guano 
phosphate deposits [Hypothetic, 
Inferred, Indicated, Measured] for 
several provinces. Only East Java has 
measured resources, at 31,970 ton. 

b)  Strata Guano; One good reference 
to Naru / Christmas Island style 
phosphate exploration is found in 
“ENDAPAN FOSFAT DI DAERAH 
MADURA & PHOSPHATE SILL IN 
THE MADURA AREA”, each by: 
A. Fatah Yusuf Sub Dit. Eksplorasi 
Mineral Industri dan Batuan”. 

It was assumed that the Rembang - 
Madura area is a hinge / shelf basin that 
may host marine phosphate deposits. 
Therefore, in 1998/1999 the SDEMIB 
carried out phosphate exploration 
accompanied by core drilling in the 
Pamekasan, Sampang and Sumenep 
Regency areas. 

The total distribution area of   
phosphate is around 31 Ha with total 
resources of around 827,500 m3. 
Phosphate deposits in the Sampang, 
Pamekasan and Sumenep regencies 
are scattered and of variable grade, 
making them unlikely to be mined on a 
large scale. In some samples, chemical, 
petrographic, XRD and SEM analysis 
shows that the precipitate is guano 
phosphate. The phosphorus element 
contained in bird droppings is around 

2 - 4%, then reacts with carbonate rocks 
to form calcium phosphate minerals. 
Rainwater or surface water containing 
CO2 from air or organic decomposition 
reacts with calcium phosphate to form 
hydroxy apatite carbonate minerals.

c) Marine sedimentary phosphate; 
Public data on phosphate rock deposits 
in Indonesia is rather scattered and 
limited. There is little recent exploration 
or development activity. A 1986 ESDM 
report mentions of minor thin marine 
deposits in Pre-Tertiary rocks of Central 
Java and on Timor Island. 

The ESDM “One Map” website 
shows the location of known phosphate 
deposits in Indonesia, including; Aceh 
5 locations, Sulawesi Selatan 1, Nusa 
Tenggara Timur 6, Papua Barat 2, 
Kalimantan Selatan 4, Kalimantan 
Timur 2, Jawa Timur 12, Jawa 
Tengah 13, Jawa Barat 8. Short notes 
accompany many sites, wherein it is 
stated, or apparent that many of these 
sites are cave guano deposits. Sites 
located far inland are likely to be cave 
guano, though several coastal sites may 
be more prospective for marine rock 
phosphates. 

Indonesian phosphate miners
A 1998 report mentions; “Indonesia 

has considerable reserves of phosphate 
rock. P.T.Istana Kanematsu Indonesia 
started a phosphate mining and 
processing plant at Ciamis in 1997. The 
company is a joint venture between 
Kanematsu Corp. of Japan and P.T. 
Elang Istanamas. The project was 
completed at a cost of $60 million in the 
fourth quarter of 1996, with a capacity 
of 500,000 t/yr of phosphate products 
for the domestic market. It would 
appear IKI no longer holds a mining 
tenement, though undertakes trading in 
phosphates along with offering chemical 
treatment services. A second company, 

P.T. Kresna Duta Satria, was exploring 
a deposit of phosphate rock at Tuban in 
East Java. It would appear they also no 
longer hold a mining tenement. 

The Petromindo.com Indonesian 
minerals year book 2019/2020 refers 
to the Geological Agency as Indonesia 
having a phosphate resources of 
4.15 million ton (possibly including 
hypothetical and other classes of 
resource), with no reserves. The Mines 
Department’s web site, and recent 
year books, do not mention phosphate 
resources, exploration or mining. 

It would seem that in 2020, only 2 
IUP companies are currently licensed 
for the production stage of phosphate 
mining. PT. Karsa Sumber Rahaja (3 ha) 
and Koperasi Karya Mandiri Nunggal 
Sejahtera (5ha), with both companies 
located in the Bogor area. Limited 
news reports suggest Koperasi KMNS 
is actually mining limestone on a small 
scale. A third company, PT. Batin Indah 
Tulang Bawang in Lampung would 
appear to be no longer registered. 

One smaller KUD, PT Bina 
Anugerah Inti Kimia (BAIK) in 
collaboration with Perum Perhutani, 
is located near Surabaya. The manual 
phosphate mining process workers use 
crowbars and hoes to dig the phosphate. 
The location of the mine which is in the 
forest and far from residential areas, that 
suggests it may be a cave guano deposit. 

There is presently no significant 
exploration, or mining, for commercial 
quantities of phosphates in Indonesia.

Small Scale Mining & Beneficiation.
A 1993 report mentions that 

domestic phosphate deposits tend to 
be scattered small reserves, in difficult 
locations, and subject to incomplete 
exploration due to limited funds. 
It is difficult to compete with the 
imported phosphate both in quality 
and continuity of delivery. Some 



COAL ASIA FEBRUARY 28 - MARCH 28, 2021 77

upgrading research of Indonesian 
phosphates has been undertaken, 
wherein the fine interlocking of iron 
and aluminium impurities is of concern. 
Most Indonesian phosphate mines 
are small scale mines, with simple 
open pit mining. Mined phosphate 
rock is manually sorted to separate 
its impurities, crushed by a hammer 
to less than 5 cm, and then is dried 
and ground to 80 - 100 mesh. Some 
studies have been conducted to improve 
the phosphate quality by washing, 
classification, calcination, magnetic 
separation and scrubbing. Results are 
not encouraging though the phosphate 
content can be increased. 

Problems of marketing for small 
local miners is a) the transportation of 
unprocessed product, b) knowledge of 
the phosphate product, c) maintaining 
quality and deliveries, d) competition 
with imported product, e) market 
knowledge. 

Indonesian Fertilizer Producer 
Association [APPI] 

From the beginning of the 
Indonesian National Development 
Program the government has placed 
great emphasis on the development of 

the agricultural sector. In 1959 it set 
up PT Pupuk Sriwidjaja (PUSRI) in 
Palembang, South Sumatra, marking the 
start of the Indonesian fertilizer industry. 
PUSRI was one of three special projects 
launched by the government at that time, 
the other two being a steel iron project 
and a rayon project. To meet growing 
requirements, more fertilizer plants were 
built in the 1970’s.

The APPI (Indonesian Fertilizer 
Producers Association) was established 
on May 26th, 1970. The association is 
mostly focussed on Urea (nitrate), some 
Ammonia Sulphate (AS) plants, plus a 
Phosphate plant. 

Indonesia phosphate plants
The phosphate fertilizer products 

include; Mono-ammonium Phosphate 
(MAP), Di-Ammonium Phosphate 
(DAP), Triple Superphosphate TSP) 
and other Phosphatic Fertilizers, 
including TSP (Triple superphosphate, 
46% P2O5). More recently 
Indonesia replaced TSP with SP-36 
(superphosphate, 36 percent P2O5) 
and produced the compound fertilizer 
“Ponska” (15 percent N, 15 percent 
P2O5 and 15 percent K2O - NPK). 
Of Indonesia’s 6 major fertilizer 

plants, only one plant produces AS 
(Ammonium Sulphate), TSP, SP-36, and 
Ponska.

A 2010 report indicates Indonesian 
ventures also processed phosphate into 
raw materials for the chemical industry 
(e.g. sulphur, copper-iodine and other 
salts), and raw materials for the ceramic 
and construction industries (such as 
clays, kaolin, quartz sand, marble, 
feldspar, sandstone, trass). Most of 
this produce was destined for domestic 
markets. However, their contribution 
to mining-related value adding remains 
relatively small.

Indonesian investment  
abroad – Algeria

In 2016, Indorama Corporation 
signed deals with Algeria state-owned 
phosphate companies Asmidal and 
Manal to develop a new phosphate 
mine in the eastern Algerian province of 
Tebessa. Indorama, Asmidal and Manal 
will build a $4.5 billion phosphate 
processing plant in Algeria, to produce 
phosphoric acid and di-ammonium 
phosphate (DAP), plus another plant 
to process natural gas into various 
ammonia-based products. Projects 
were to be completed in 2019. Algeria 
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is thought to have deposits of around 
2bn tonnes of phosphates. In 2017 
various news reports suggested this, and 
other Algerian phosphate development 
programs, were not likely to go ahead 
due to bureaucratic delays and financing 
constraints.  

Application of rock phosphat
Most Google references on 

phosphates in Indonesia will lead to 
various agriculture research papers 
that examine the phosphate take up of 
various crops on different soils. These 
studies use phosphate from selected 
Indonesian sites, but also from the 
major international supplier countries 
(Morocco, Algeria etc). Plants need 
nitrogen-based fertilizers for plant 
growth, and phosphate-based fertilizers 
for seed production & root growth, 
along with potassium and other various 
elements. The term “agro-mineral” is 
often used to refer to rocks and minerals 
which naturally contain elements for the 
promotion of plant growth. 

Fertilizer Industry: Phosphate 
fertilizers typically come as slow release 
(rock phosphate) for crops such as palm 
oil with fertilizer take up over several 
growing seasons, and fast release (super 
phosphate) for quick soluble release for 
crops such as rice or corn. The use of 
rock phosphate is very effective for acid 
soils compared to non-acid soils

Animal Feed Supplement: to 

ensure optimal growth, fertility and 
bone development. Industrial feed 
phosphate production is technically 
pure (ortho) phosphoric acid (H3PO4) 
which is obtained from the apatite in 
a wet chemical process. Wet process 
phosphoric acid is prepared by adding 
sulfuric acid (H2SO4) to apatite or 
tricalcium phosphate rock.

Industrial Chemical: Phosphorus 
from rock phosphate is also used in food 
preservatives, anti-corrosion agents, 
cosmetics, fungicides, ceramics, water 
treatment and metallurgy.

The Ministry of Agriculture of 
Indonesia (MOA) regulates and 
monitors standards that affect farmer 
productivity. Phosphate as natural 
fertilizer must meet the requirements 
of SNI No. 02 - 3776, 1995 as raw 
material. Phosphoric acid also has 
government set requirements.

Phosphate fertilizer supply and 
demand

There are a number of decrees 
regulating fertilizer distribution and 
prices. The distribution of fertilizers (AS, 
SP-36 and Ponska) throughout the country 
is the sole responsibility of PT Petrokimia 
Gresik. Most of the urea, SP-36 and AS is 
used on food crops. In 2013, the Ministry 
of Trade laid out a subsidy scheme that 
caps some fertilizer sales prices to small 
scale farmers (under 2 ha), and in return 
the producers receive input subsidies. 

The management of the distribution for 
this subsidized industry can be difficult. 
The government limits the quantities of 
fertilizer that may be exported by the 
producers in order to safeguard domestic 
supply. Farmers can buy fertilizer from 
the KUD in cash or credit, or can buy 
fertilizer directly in cash from private 
fertilizer dealers or depots. 

The supply of appropriate types and 
amounts of fertilizers at the right times, 
right places,  and at affordable prices 
are very important for the success of 
agricultural development.

Rock Phosphate fertilizer is 
largely for the palm oil plantations, 
rubber plantations and vegetable 
plantations. Main supplyers of Rock 
Phosphate in Sumatera are; PT Multi 
Mas Chemindo, PT Sentana Adidaya 
Pratama (WILMAR Group), PT Bumi 
Tani Subur (Tani Jaya) and PT Rolimex 
Kimia Nusamas (Sinar Mas Group). 
They buy raw material from Egypt, 
Christmas Island and China and process 
it in their plants, packing in 50 kg pp 
bag for sale to plantations and local 
markets. 

Pupuk Sriwidjaja Palembang 
planned to begin construction on a 
new NPK plant in 2014. The company 
web site gives 2020 production data 
for Urea at 2 million ton, and ammonia 
at 1.28 million ton, but only mentions 
distribution of NKP Pusri, that follows 
the Standard: SNI No. 2803: 2012.

ANALYSIS

Indonesia NPK demand (million tone)

2007 2008 2009 2010 2011 2012 2013 2014 2015

3.9 4.2 4.4 4.7 5.0 5.4 5.7 6.1* 6.5*

Indonesia NPK production (million tonnes)

0.7 1.2 1.8 1.8 2.1 2.8 2.5 1.9** n/a

Table 2. NPK fertilizer demand and supply

Source: Indonesia Fertilizer Producers Association (APPI) *Forecast. **Jan-Sept figure.
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Phosphoric acid
In 2013 a study was based on the 

Nissan Process, where phosphoric 
acid is made from sulfuric acid and 
phosphoric rock. It is proposed to import 
the phosphate rock from China.

A 2018 study by the Widya Mandala 
Catholic University looked at planning 
a 120,000 ton/year factory to produce 
phosphoric acid from rock phosphate. 
The wet reaction option was preferred 
because it produces a large conversion 
reaction, low price, and low electricity 
requirements when compared to thermal 
and dry processes. The study proposed 
to source phosphate rock from Sampang, 
Madura and sulfuric acid from PT. 
Petrokimia Gresik.

A 2020 report indicates the domestic 
consumption of phosphoric acid in 
Indonesia is 862,272 tons / year that is 
met by domestic production of 800,000 
tons / year. Phosphoric producers are; 
PT. Petrokimia Gresik with a capacity 
of 400,000 tons / year (JV with Jordan 
Phosphate Mines), PT. Pupuk Kaltim 
amounting to 200,000 tons / year (JV 
with Jordan Phosphate Mines), PT. 
Sriwijaya fertilizer in the amount of 
200,000 tons / year, wherein all rely 
upon imported phosphate rock. Note 
that historical records indicate factories 

generally produce about 70% of 
capacity. All rely upon imported rock 
phosphate.

The Beuro of Statistics records 7 
types of phosphoric acid imports for 
2018 as 62,545 ton for US$ 54.1 million, 
and imports for 2019 as 64,750 ton for 
US$ 53.6 million. See Table 1. 

Law 3/2020
The new mining law 3 of 2020 

asserts in Article 5 that the Central 
Government, in consultation with 
the House of Representatives, shall 
enact a national policy for prioritizing 
Minerals and Coal for domestic interests. 
The ESDM (Mines Department) 
considers Phosphate (Fosfat) as a 
non-metal mineral.  Article 54 states 
that “WIUP Non-metal minerals are 
given to business entities, cooperatives, 
or individual companies by way of 
application to the Minister”. This implies 
no bidding process may be required, 
as per the metal mining tenements. 
“Mineral Exploration are given the most 
extensive WIUP of 25,000 (twenty-five 
thousand) hectares”, with subsequent 
mining area of 5,000 Ha. 

It may be further noted that the 
6-month moratorium for issuing new 
tenements, as indicated by Law 3/2020- 

Article 173C, has passed, wherein 
the Mines Department may have less 
impediments to issue new exploration 
tenements for the exploration of 
phosphate. Tenements may be issued by 
the Central or Provincial governments.

Conclusion.
There is no commercial production 

of phosphate rock in Indonesia, and 
imports of phosphate products are 
approaching $1 billion/year. The 
potential for geological targets based on 
mixing sea waters to form large deposits 
of rock phosphate is complimented 
with a number of historic “showings” 
of sedimentary rock phosphates. There 
have been no modern exploration 
programs directed at discovering large 
sedimentary rock phosphate deposits in 
Indonesia. There are ample in-country 
capabilities to undertake open cut mining 
and processing of rock phosphates. It 
would appear there could be strong 
political justification to develop such an 
industry, to off-set imports, to promote 
new fields of mining, and further 
develop the downstream phosphate 
industry. It would seem the Mines 
Department door may open to apply  
for phosphate exploration areas 
throughout Indonesia. 
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Letter to provincial government 

PT Indeks Komoditas Indonesia (IKI) noticed that on 
8 December 2020, ESDM sent a letter to all provincial 
governments in Indonesia about the revocation 
of provincial government authority in the mining 
industry, transferring the entire authority in mining 
management to the central government. ESDM in its 
letter no 1481/30.01/DJB/2020 said the revocation 
of the provincial government authority is based on 
the new mining law no 3/2020 clause 173C, and in 
this letter, ESDM also mentioned there are seven 
authorities which are then transferred from provincial 
government to the central government such as:

1 Licensing authority in coal and mineral sectors

2 Authority in developing and supervising IUP’s coal 
and mineral activities

3 Authority in carrying out the auction on mineral 
metal mining areas (WIUP metal) and coal mining 
areas (WIUP coal)

4 Authority in giving WIUP for non-metals, WIUP for 
certain types of non-metal, and WIUP stones

5 Authority in the approval of miners’ annual work 
plan and budget (RKAB)

6 Authority in the approval of IUP shares transfer 

7 Other authorities in coal and minerals which are 
mandated by the law no 4/2009 and its derivative 
regulations, and also authorities mandated by 
other laws to local/provincial governments in 
coal and mineral sectors.  

IKI also noticed that in this letter ESDM also requested 
the provincial governments to submit/hand over all of 
the IUP documents to the central governments, which 
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include:

The exploration reports

The feasibility study reports along with their 
approvals

The environmental documents such as Amdal/
UKL-UPL/SPPL and their approvals

The miners; guarantee in carrying mining 
exploration

Initial plans on miners’ corporate social 
responsibility (CSR) along with their approvals

The reclamation plans and with their approvals

The post-mining activity plans and their approvals

The reclamation fees guarantee

The post-mining fees guarantee

Other documents related to license and approval 
in accordance with the laws and regulations such 
as documents on mining suspension approvals, 
approval in the transfer of IUP shares, etc.

Documents on IPR, IUP OP for trading and 
transportation, IUJP or mining service licenses, 
and IUP for trading which were issued before the 
enactment of the new mining law, but are still valid 
afterward.

The documents on IUP OP for mineral processing 
and purifi cation issued before the new mining law 
and are still valid to the Ministry of Industry for 
renewal. 

The documents in changing IUP exploration to IUP 
operation and production

The documents for extension on existing mine 
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licenses

The adjustment in the existing mines licenses in 
accordances with changes in the investment status

In this letter ESDM also requested the provincial 
governments to send documents on their approvals 
of the miners’ 2021 RKAB which were issued before 
10 December 2020 along with the RKAB documents 
to the central government before 18 December 2020. 
ESDM also wanted the provincial governments to 
send all RKAB documents which were still under 
evaluation process to the central government before 
18 December 2020. ESDM also wanted the provincial 
governments to give information to all coal and mineral 
companies in their respective provinces which have 
submitted requests for licenses and have fulfi lled all of 
the terms and conditions to continue the process with 
the Investment Coordinating Board (BKPM) in Jakarta. 
In this letter ESDM also said that licensing process in 
coal and mineral sectors has been re-opened since 
11 December 2020 at BKPM.  

 ESDM letter to BKPM

IKI noticed that at the same time ESDM also sent 
letter No.1482/30.01/DJB/2020 to the head of BKPM 
regarding the delegation of authority in the issuance of 
licenses in coal and mineral sectors as per government 
regulation, and in this letter there are some major 
points which were mentioned by ESDM such as:

1. Reasserting the provision of clause 173C in law no 
3/2020 regarding the transfer of authority in coal 
and mineral sectors from provincial governments 
to the central government

2. Lifting the moratorium on the issuance of new 
licenses in the coal and mineral sectors which has 
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been applied since June 2020.

3. Changes in the nomenclature of coal and mineral 
license from Minister ESDM regulation no 25/2015 
to the nomenclature as set under law no 3/2020 
and law no 11/2020

In this letter ESDM also requested BKPM to serve 
requests for licensing issuance in the coal and mineral 
sectors starting 11 December 2020 as regulated in the 
new mining law. 

 Statements from provincial governments

The ESDM offi ce of South Kalimantan provincial 
administration said they will comply with the ESDM 
letter especially about the transfer mining management 
authority from the provincial government to the 
central government, and they will also gradually send 
documents on all IUP miners in the province to the 
central government either in the form of softcopy 
or hardcopy.  The South Kalimantan ESDM offi ce 
explained that there are currently 365 IUP license 
miners in the province, consisting of 207 coal IUP, 19 
mineral IUP, 11 non-mineral IUP, and 128 rock IUP. It 
also said that the local ESDM offi ce was still waiting for 
statement from the central EDSM regarding its duties 
and responsibilities after the removal of the provincial 
government authority in the mining sector. 

The ESDM offi ce of East Kalimantan provincial 
government said the ESDM letter regarding the 
revocation and transfer of authority in mining 
management from the provincial administration to the 
central government will create new problems for the 
mining industry in the province especially to the coal 
industry, as the licensing process will take longer time 
to complete as it must go through two government 
institutions, namely BKPM and ESDM. It also said that 
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the revocation of the provincial government authority 
in the mining business will lessen government 
supervision of mining activities in the province, and 
would trigger the mushrooming of miners operating 
with fake licenses in the future.  Meanwhile, the Central 
Sulawesi provincial government predicted that the 
revocation of the provincial government authority in 
the issuance of mining licenses will reduce provincial 
government income in the future especially income 
from the fi xed fees (land rents) and royalty payments. 

North Maluku provincial government expressed its 
objection to the ESDM letter regarding the removal 
of provincial government authority in the issuance of 
mining licenses, also saying it will reduce the provincial 
administration’s income, and will be detrimental to 
the investors. The ESDM offi ce of the North Maluku 
administration said that the central ESDM letter 
regarding the revocation of the provincial government 
authority in the mining sector was made too early as 
the central government has yet to issue derivative 
regulations such as government regulation, and 
ministerial regulation to implement the new mining law 
particularly clause 173C, which was used as the basis 
by ESDM in revoking the provincial government’s 
authority. The North Maluku ESDM offi ce also said 
that even though the authority in mining licenses is 
controlled by the central government, the supervision 
and management of mining business activities shall 
be controlled by the provincial government, as it is 
in accordance with the regional autonomy law which 
stipulates that the local/provincial government has 
right to control its own natural resources. The North 
Maluku ESDM offi ce also believes that this letter will 
be rejected by all governors in Indonesia especially 
the provinces which have the special autonomy such 
as Aceh and Papua provinces. 

The Aceh provincial government in its responses to 
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the ESDM letter said that the province will defend 
its privilege in controlling the province’s natural 
resources including coal and minerals as per the 
Helsinki agreement and also based on the law no 
11/2006 regarding Aceh Government. The Aceh 
provincial government also said they have discussed 
the ESDM letter with law experts in Indonesia, and 
it concludes that this letter cannot be considered 
as a rule and regulation in Indonesia. The Aceh 
government also said the ESDM letter moves against 
law no 11/2006 as it negates the province’s authority 
in controlling mining activities in Aceh and is also 
against government regulation no 3/2015 and the 
Aceh’s Qanun no 15/2017. The Aceh government 
also said the content of the ESDM letter is against the 
legal principles which followed by the Indonesian law 
where the “lex specialist derogates legi generalist”. 
The Aceh provincial government also said based on 
the Constitution court’s ruling no 61-PUU-XV-2017 
said that the law no.11/2006 applies specifi cally for 
the Aceh province, therefore the existence of the law 
on Aceh government cannot be changed easily like 
others laws, and the process of making a law relating 
to the Aceh government must involve consultation 
and consideration of the Aceh legislative council as 
regulated in the Indonesian Constitution clause 28 D 
verse 1 and also in the clause 18 D which stipulates 
that Indonesia government acknowledges and 
respects the distinctive local government (provincial 
government) or the specialty of the local government 
which are regulated by the laws.

The Aceh provincial government added that clause 
173A of the new mining law no. 3/2020 states that 
the provisions in the mining law are applied to the 
special provinces in Indonesia such as Yogyakarta 
province, Jakarta province, Aceh province, Papua 
province, and the West Papua province as long as 
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the provisions are not specifi cally regulated in the 
laws which stipulate the privilege and specialty of 
these provinces, which leads the Aceh government 
to conclude that the ESDM letter which negates the 
Aceh provincial government authority in controlling 
its own natural resources is against the privilege and 
specialty of the province and the letter also removes 
the constitutional right of the Aceh government and 
its people.   Therefore, the Aceh province will not 
acknowledge this letter. 

The Aceh provincial government also asserted that 
in order to avoid legal dispute with the central 
government, and also to avoid disharmony 
between the two governments, it requested for 
clarifi cation from ESDM about the letter and the 
Aceh government also wanted ESDM to exclude the 
province from the requirements as stated in the letter. 
The Aceh government also said as the management 
of licensing the mineral and coal sectors utilizes a 
national application system, therefore it requested 
the central government to make a special application 
system which will be managed by the Aceh provincial 
government. 
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 Comments from others

Indonesian coal mining association (APBI) said 
the transfer of mining authority from provincial 
governments to the central government is based on 
the new mining law as the law makers realize that the 
provincial governments’ control over mining activities 
in the regions for almost 20 years have not been 
effective as seen in plenty of mining licenses issued by 
the local governments that are problematic, causing 
confl icts and overlapping of concessions.  APBI added 
the central government’s policy of moratorium in the 
issuance of new mining licenses was not affective as 
in some regions/provinces the number of new mining 
licenses continued to increase, as somehow the dates 
on the requests for the new licenses were changed or 
set-back to the dates before the moratorium policy 
was introduced.   However, APBI also hoped that the 
new mechanism will not reduce the effectiveness in 
the issuance mining business licenses. 

Indonesia mining advocacy network coordinator 
(Jatam) said the ESDM letter does not only revoke the 
provincial government authority in the mining sector 
but also removes the local governments’ involvement 
in developing and supervising mining activities in their 
respective regions, which will make diffi culties for 
the local people to report or complaint about mining 
activities due to the long distance.  Jatam also said 
the centralized authority will only shift corruption from 
the regions to the central government as it is closer to 
the oligarchy in Jakarta, and the centralized authority 
will eliminate control and involvement of the local 
people in the issuance of licenses in their own areas 
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which will make more problems and crisis for the local 
people. Meanwhile, a law academician at Mulawarman 
university in East Kalimantan said the ESDM letter 
along with the policy of centralistic licensing system 
will not be good for the East Kalimantan province as 
the licenses will be issued by the central government 
but the negative effects of the mining activities 
such as environmental damage will be borne by the 
regions/provincial government, and the centralistic 
system will create potential confl ict between local 
people and miners, which will have to be handled by 
the local governments. The academician predicted 
that the centralism in the mining industry will cause 
longer time in the issuance of licenses as all requests 
for licenses from all provinces in Indonesia will have 
to be submitted to the central government in Jakarta, 
and this matter may boost corruption in order to 
haste the process. The academician suggested the 
East Kalimantan government to gather solidarity and 
support from other provincial governments which 
share the same views about this letter, and  also 
suggested the East Kalimantan government to fi le for 
judicial review regarding the centralism issue with the 
Constitutional Court.   

The Center for Indonesian Resources Strategic Studies 
(Cirrus) predicted the transfer of mining authority will 
create more problems in the future as the government 
must also provide more resources for making 
verifi cation, supervision and also development of the 
mining industry, and will cause delays in the issuance 
of licenses.   If this happens, it will trigger more 
“illegal” transactions in the future, as the licenses will 
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be given to those who are “fi nancially and politically” 
close to the authorities within the central government. 
Greenpeace Indonesia said that the transfer of mining 
authority will make the central government policy to be 
not in accordance with the province’s environmental 
condition, as the local governments have more 
knowledge about the province’s situation, and it also 
predicted that this policy will create more problems 
in the future as corruption and overlapping cases will 
continue to happen. 

What Next?

Director General of ESDM, Ridwan Djamaluddin, in 
a meeting with the House of Representatives (DPR) 
said that the draft of Presidential Regulation (PR) 
about delegating of authority in mining management 
from central government to local government has 
been completely discussed internally at ESDM, and 
the Presidential Regulation draft is waiting to be 
initialed by the President. ESDM also said that the 
draft contains 6 major points which are:

1. The scope of authority which will be delegated to 
local government

2. Type of licenses which will be delegated

3. Mining development and supervision 

4. Expenses in the delegation process

5. Reporting in the delegation process

6. The revocation on the delegation authorization. 

IKI noticed that in this meeting one of the House 
members expressed his concern about the latest 
draft of the government regulation which was shown 
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by Ridwan in this presentation which mentioned that 
the IPR and the rock mining licenses (SIPB) will be 
issued by the Ministry and or central government, 
and not issued by the provincial government, 
as in his opinion this draft is against the clauses 
in the new mining law. The House member also 
remembered that when making the initial draft of the 
mining law, the government wanted that all mining 
licenses, including IPR and SIPB, to be issued by 
the central government.  However, this initial draft 
was rejected by majority of the House members, 
which then prompted the House to exclude the IPR 
and SIPB from the central government’s authority, 
transferring them to local government authority. 
Therefore, he requested ESDM to revise the draft of 
the government regulation by stating that the IPR 
and SIPB licenses will be issued by the provincial 
governments.  

Ridwan Djamaluddin in responding to the House 
member’s statement said that based on the mining 
law the IPR and SIPB licenses are still under the 
authority of the Ministry of ESDM and or central 
government, but these licenses will be delegated 
to provincial governments as stipulated under the 
aforementioned Presidential Regulation, which is 
currently being processed. Meanwhile, ESDM director 
for mineral production and supervision, Yunus 
Saefulhak said that draft of the Presidential Regulation 
also mentions about the central government’s plan 
in controlling and supervising mining activities in the 
provinces by setting up representative offi ces in 
major mining provinces in Indonesia, and these 
offi ces will be run by the ESDM third echelon offi cial or 
head of sub-directorate who will also become liaison 
offi cial between central government and provincial 
government.  
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 Update on the Mining law judicial review

In IKI’s previous reports about the mining law revision, 
we have mentioned rejections coming from some 
provincial governments especially about the removal 
of provincial government authority in the mining sector 
which then made the Bangka Belitung provincial 
government together with some parties contested 
some of the clauses in the new mining law to the 
Constitutional Court, especially clauses which negate 
the provincial government authorizaty, please go to 
IKI 11th report edition for details. 

 

No Requester Review
Contested 

clause 

Against 
Constitutional 

clause

Date of 
request

Status

1
Erzaldi Rosman                                        
Alirman Sori                                  
Tamsil Limrung 

Formal  

Clause 1 verse 2               
Clause 18A verse 2          
Clause 20 verse 1           
Clause 20A verse 1
Clause 22A                 
Clause 22D              

10-Jul-20 Process

2
Bangka Belitung 
government

Material

Clause 4 verse 2
Clause 6
Clause 7
Clause 8
Clause 21
Clause 48, a & b
Clause 67
Clause 100 A
Clause 169B
Clause 173
Other clauses

Clause 18 verse 
1,2,5 & 6 
Clause 18A verse 2

13-Jul-20 Rejected

3
Constitutional 
Advocate 
Association

Material
Clause 35 verse 
1&4

Clause 18 verse 1,2, 
& 5     
Clause 28D verse 1

06-Jul-20 Rejected

4 ART & Co law fi rm Material Clause 169 A

Clause 18A verse 2           
Clause 27                                     
Clause 33 verse 2 
& 3                      

20-Jul-20 Process

5 Kurniawan SIP Formal  Clause 22D verse 2 10-Jul-20 Process

Table 1 Update-Judicial review of new mining law

Source: The constitutional court, compiled by IKI
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In IKI’s research we found that the Constitutional 
Court has rejected the Bangka Belitung government’s 
request for the judicial review of some clauses 
as shown on the table 1 above, reasoning that the 
petitioners’ requests are not clear as the court 
could not fi nd clause 100 A and the clause 169 B 
in the contested law, and the court also said that its 
rejection of the petitioners’ request was also based on 
the fact that the petitioners were unable to explain 
about the other clauses that will negate the province’s 
authority in the mining sector.  IKI also notes that the 
Constitutional Court has also rejected the request from 
the Constitutional Advocate Association, reasoning 
that the petitioner was unable to explain what will be 
the constitutional losses in the regard of the contested 
clauses which made the court to conclude that the 
petitioner doesn’t have legal standing on its judicial 
review to the court. 

 Conclusion

IKI is not surprise with the Constitutional Court’s ruling 
to reject the Bangka Belitung government’s request, 
as IKI had predicted the same outcome, based on 
the Court’s past rulings. IKI believes that the court 
will also reject the remaining three judicial review 
requests as listed in the table 1 above. IKI believes 
other provincial governments also think that it will be 
useless to challenge this law at the Constitutional 
Court especially with the Court’s reasoning in rejecting 
the Bangka Belitung’s request as IKI bolded and 
underlined above, and in IKI’s opinion that is why the 
Bangka Belitung provincial government is not even 
trying to re-submit its request to the Court. 

IKI had tried to ask ESDM about their response to 
the objections of the Aceh provincial government to 
the ESDM letter, and to the clauses in the new mining 
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law which negate the Aceh provincial authority, and 
ESDM only replied that the rejections are based on 
the province’s special autonomy status and the 
solution will be based on the administrative law which 
is beyond ESDM jurisdiction. 

However, in IKI’s opinion that the clause 173A in the 
new mining law has clearly mentioned that, 

The provisions in the mining law can be applied 
to some provinces which have special autonomy 
as long as the provisions are not specifi cally 
mentioned in the laws which regulate the 
provinces privilege and specialty.

Which then left the question why ESDM insisted 
to send the letter to Aceh government, and also 
who forced ESDM to mention about the revocation 
authority which is regulated by other laws as IKI 
underlined and bolded in the fi rst paragraph of this 
article regarding the transfer of seven authorities, as 
IKI believes that this statement is far beyond ESDM’s 
jurisdiction.  

IKI has tried to ask to ESDM about its actual reason 
in sending this letter to provincial governments 
instead of waiting for the implementing regulation 
such as presidential regulation and or government 
regulation, as in IKI’s opinion this matter is considered 
very sensitive to the provincial government, and 
ESDM’s only reply was that they don’t know about 
the actual reason. IKI also agrees with the concerns 
made by other institution about the problems which 
may arise in the future if the government forces the 
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centralization of mining authority at only one door 
(BKPM). IKI noticed that the government has made lots 
of explanation in the media, downplaying concerns of 
licensing delays and corruption due to this centralized 
system as the government claims that all licenses 
will be processed using BKPM OSS system which 
will make less interaction between applicants and 
offi cials, and less time in the issuance of the licenses. 
However, IKI remembers there was a statement from 
one of the heads of a central government institution 
who said that he had sent request for a license since 
long time to BKPM and the license was only issued 
after he became the head of one of the government 
institutions as he has “ability” to monitor the 
process, which IKI found very interesting. 

IKI believe that this matter can become more sensitive 
in the future which will trigger confl ict between local 
governments and central government as per statement 
which came from the Aceh government above, and 
if the central government is unable to solve it, then 
confl ict between local people and mining industry 
will increases as the provincial government will not 
attempt to mediate and or not even try to ease the 
tension within the local people which could trigger 
riots in the future, which IKI has seen with the recent 
riot at one of the biggest smelters in Indonesia, please 
go to IKI nickel for details.
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1

2

3

4

5

6

7

8

9

10

11

12
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