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Heavy equipment outlook
Soaring coal prices during the year have been supporting the much higher 

demand for heavy equipment in the mining industry. While miners are rushing 
to ramp up output volume, most heavy equipment manufacturers cannot 
immediately deliver the needed supply due to prolonged pandemic.

The Indonesia Heavy Equipment Association (Hinabi) said that the grouping’s 
members would only be able to manufacture up to 6,000 units of mining heavy 
equipment this year, or less than half of expected total demand of 13,000 units.

Jamalludin, Hinabi Chairman, in a webinar organized by Petromindo.com and 
CoalMetal Asia Magazine recently said that demand for mining heavy equipment 
increases significantly this year, but manufacturers are finding it difficult to meet 
such demand in the current Covid-19 pandemic situation.

Hinabi has 62 members from heavy equipment manufacturers to supporting 
companies. Hinabi’s members produce among others hydraulic excavators, dump 
trucks, bulldozers and motor graders with the current annual capacity of 10,000 
units.

As of the first semester, Hinabi manufactured 2,832 units or 82 percent of the 
total units in 2020 of 3,427. Hinabi’s peak production of mining heavy equipment 
was 7,981 units in 2018 at a time when coal price reached a record high.

There are at least two challenges in global heavy equipment industry 
namely supply chain disruption and logistics issue. Almost all heavy equipment 
manufacturers suspended the production lines last year which also means that 
component supply chain dropped significantly. 

In addition, the pandemic causes logistical issue in delivering the heavy 
equipment from manufacturers to destination countries, including Indonesia. The 
supply chain disruption and logistics issue occur across the globe, mainly Asia 
and South America regions which have been experiencing an exponential growth 
of mining industry this year.

Coal price has been on the rise since earlier this year, prompting miners to 
ramp up production and to resume production at previously suspended mines. The 
government targets to produce 625 million tons of coal this year.

CoalMetal Asia runs the outlook of heavy equipment as the mainstory in the 
September 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

https://www.petromindo.com/products?page=2
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Ministerial regulations - Trying to 
overcome the flip flop problem

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
Presidential approval is now required 

for at least some proposed ministerial 
regulations before they are finalized and 
issued.

The apparent objective of the new 
presidential approval requirement is to 
try to overcome Indonesia’s endemic 
problem of poorly thought through 
ministerial regulations being issued 
by ministers responsible for particular 
industries even though the ministerial 
regulations are inconsistent with or even 
contradict government policy and are 
only likely to impede the realization 
of the government’s macro-objectives. 
These inconsistent/contradictory 
ministerial regulations are mostly 
amended or revoked in due course but 
often not before they create serious 
difficulty and uncertainty for companies 
operating in the particular industry 
sectors targeted by the ministerial 
regulations. 

Often referred to, in colloquial terms, 
as the “flip flop problem”, inconsistent 
and contradictory ministerial regulations 
have proved to be a particularly 
serious issue in the Indonesian energy, 
infrastructure and mining industries over 
many years.

The recent initiative to address 
the “flip flop problem” will surely be 
welcomed by both domestic and foreign 
investors in the Indonesian energy, 
infrastructure and mining industries as 
well as in numerous other industries 
plagued by deficient ministerial 
regulations. It must be questioned, 
though, just how effective the new 
presidential approval requirement 
is likely to be. There is also the 
bigger question of whether overtly 
strengthening presidential authority, at 
the expense of ministerial authority, is 
a positive development for Indonesian 
democratic institutions.

In this article, the writer will 
review the new presidential approval 
requirement before turning to the 
substantive issues of whether or not 
it will really overcome the “flip flop 
problem” and the desirability or 
otherwise of a stronger Indonesian 
presidency.

Background
Indonesia is a state based on the rule 

of law, at least in theory if often not so 
in practice it would seem. Executive 
power is vested in the President, 
subject to the 1945 Constitution 

(“Constitution”). The President is 
assisted by Ministers of State, each 
responsible for a particular area of 
Central Government activity.

The Constitution provides for 
a number of constitutional bodies 
- the most important of which are 
the People’s Consultative Assembly 
(Majelis Permusyawaratan Rakyat, or 
“MPR”) and the People’s House of 
Representatives (Dewan Perwakilan 
Rakyat or “DPR”). 

The MPR is the only institution 
that holds the power to amend the 
Constitution. 

Legislative power is vested jointly 
in the DPR and the President, with each 
having the right to propose Bills which, 
when jointly approved, become Laws.

The President may issue (Central) 
Government Regulations as required 
to implement Laws. In urgent 
circumstances, the President may also 
issue (Central) Government Regulations 
in lieu of a Law which must be ratified 
by the DPR at the next sitting. Upon 
ratification, (Central) Government 
Regulations become Laws and, if not 
ratified, they are revoked.

The procedures to enact a new 
Law and the hierarchy of Laws and 

OPINION
By Bill Sullivan
Christian Teo & Partners (in asscociation with Stephenson Harwood LLP)
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Regulations, in Indonesia, are governed 
by Law 12 of 2011 re the Enactment of 
Laws and Regulations as amended by 
Law No. 15 of 2019 (“Law 12/2011”). 
According to Law 12/201, the hierarchy 
of Laws and Regulations (in descending 
order) is as follows: 
(a) The Constitution; 
(b) Resolutions of the MPR; 
(c) Laws/ (central) government 

regulations in lieu of law; 
(d) (Central) Government regulations; 
(e) Presidential regulations; 
(f) Provincial government regulations; 
(g) Regional government regulations. 

The above list is not exhaustive as 
there are other types of regulations not 
specifically mentioned in Law 12/2011. 
Of particular importance, for this article, 
are Ministerial Regulations.

Laws and (Central) Government 
Regulations are, usually, very broadly 
worded and only serve to set out the 
basic principles which will apply in 
the areas regulated by the Laws and 
(Central) Government Regulations. 

The basic principles set out in a Law 
or (Central) Government Regulation 
will then be expanded upon and the 
details of how those principles are to 
be administered and applied will be 
subsequently provided for in one or 
more implementing regulations issued 
by the Minister of State with primary 
responsibility for overseeing the 
carrying out of the Law or (Central) 
Government Regulation in question 
(“Ministerial Regulations”). The 
Ministerial Regulations in respect 
of a particular Law may, in turn, be 
subsequently augmented and expanded 
upon by decrees, circular letters and 
instructions of the overseeing Ministry 
with the intention of addressing specific 
administrative issues encountered in 
applying earlier Ministerial Regulations.

For the purposes of this article, 
Ministerial Regulations may be 
understood as ranking below 
Presidential Regulations but above 
Provincial Government Regulations and 
Regional Government Regulations. 

In addition to Ministerial 

Regulations, a particular Ministry, 
responsible for supervising the 
implementation of a particular Law 
or (Central) Government Regulation, 
will have internal guidelines and 
policies which reflect that Ministry’s 
bureaucratic position on how its staff 
should deal with certain matters and 
otherwise exercise their administrative 
discretion when faced with a particular 
issue such as how to determine whether 
or not particular conduct does or does 
not comply with the relevant Law or 
Ministerial Regulation (“Ministerial 
Guidelines & Policies”). Ministerial 
Guidelines & Policies are subject to 
change from time to time and very 
much reflect the attitudes and views of 
the particular bureaucrats responsible 
for overseeing the administration of a 
particular Law or Ministerial Regulation 
at a particular time. 

Under Indonesia’s hierarchy of 
Laws and Regulations (i) a lower-
level instrument may not contradict 
or be inconsistent with a higher-level 
instrument and (ii) the purpose of a 
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lower-level instrument is merely to 
provide supplementary detail and 
explanation for a higher-level instrument 
(“Hierarchy of Laws Principle”). More 
particularly, a Ministerial Regulation 
(far less a Ministerial Guideline & 
Policy) should never contradict or be 
inconsistent with a Law or (Central) 
Government Regulation. 

Notwithstanding the Hierarchy 
of Laws Principle, Ministerial 
Regulations (and even Ministerial 
Guidelines & Policies) in Indonesia 
often seem to contradict or, at least, 
go well beyond the actual wording of 
the Laws and (Central) Government 
Regulations they are meant to be 
administering and implementing. 
There are various possible explanations 
for this phenomenon. First and most 
benignly, an innocent failure on the 
part of the relevant Minister and/or 
his staff to properly understand the 
intention and objectives of the DPR or 
the Government in passing a particular 
Law or issuing a particular (Central) 
Government Regulation. Second and 
more machiavellian, a deliberate attempt 
on the part of the relevant Minister 
and/or his staff to circumvent the 
intention and objective of the DPR or 
the Government in passing a particular 
Law or issuing a particular (Central) 
Government Regulation because 
of disagreement with that intention 
or objective, whether motivated 
by philosophical considerations or 
more mercantilist reasons. Third 
and somewhere in between the first 
and second possible explanations is 
the reality that Laws and (Central) 
Government Regulations are sometimes 
so broadly worded that the relevant 
Minister and his staff are effectively left 
with considerable discretion as to how a 
particular Law or (Central) Government 

Regulation should be administered and 
implemented in practice. 

In the case of the third possible 
explanation outlined in the previous 
paragraph, observers may legitimately 
differ as to whether it is a good thing 
or a bad thing to invest considerable 
discretion in the relevant Minister and 
his staff as to how a particular Law or 
(Central) Government Regulation is 
to be administered and implemented. 
Given Laws, in particular, are meant to 
be in place for a long period of time, it 
is not necessarily a bad thing that the 
relevant Minister and his staff have at 
least some discretion, when it comes 
to administration and implementation 
of a particular Law, as this enables the 
resulting Ministerial Regulations and 
Ministerial Guidelines & Policies to be 
amended/revised over time in order to 
reflect changing economic and industry 
conditions. This, of course, assumes that 
the relevant Minister and his staff are 
genuinely committed to ensuring the 
resulting Ministerial Regulations and 
Ministerial Guidelines & Policies are 
amended/revised over time in order to 
reflect changing economic and industry 
conditions rather than being motivated 
by self-interest in the nature of “empire 
building” or “rent seeking”.

Commission VII of the DPR, which 
is responsible for DPR initiatives in 
the energy and mining sectors, has 
often indicated its frustration with 
Ministerial Regulations issued by the 
Minister of Energy & Mineral Resources 
(“MoEMR”) that Commission VII views 
as openly disregarding the provisions 
of the 2009 Mining Law particularly 
with regard to domestic processing 
and refining of metal minerals, smelter 
construction and the export ban on 
unprocessed metal ore. One of the 
objectives of the 2020 amendments to 

the 2009 Mining Law was, supposedly, 
to “tighten up” various provisions of 
the 2009 Mining Law so as to reduce 
MoEMR’s discretion as to how certain 
provisions of the 2009 Mining Law were 
to be administered and implemented. 
Likewise, the President himself has been 
reported in the popular and business 
press as, on several occasions, having 
expressed his anger, during cabinet 
meetings, about the contradictions and 
inconsistencies in certain Ministerial 
Regulations having regard to the 
apparently clear wording of the relevant 
Laws and (Central) Government 
Regulations.

In addition to the prevalence of 
Ministerial Regulations that, arguably, 
violate the Hierarchy of Laws Principle, 
another recurring problem has been 
inconsistent Ministerial Regulations 
issued by different Ministers with 
overlapping responsibilities. Again, the 
local energy, infrastructure and mining 
industries have been the “textbook 
example” of this inter-Ministry 
inconsistency when it comes to the 
regulation of energy, infrastructure and 
mining activities that take place in forest 
areas and/or require environmental 
approvals or permits. Industry observers 
could be forgiven for sometimes 
thinking that there is a complete lack 
of co-ordination between the Ministry 
of Energy & Mineral Resources, the 
Ministry of Public Works & Housing, 
the Ministry of Forestry and the Ministry 
of the Environment when it comes to 
the issuance of Ministerial Regulations 
impacting energy, infrastructure and 
mining business activities.

Given the foregoing, it is perhaps not 
surprising that the President has recently 
issued Presidential Regulation No. 68 of 
2021, dated 2 August 2021, re Granting 
Approval of Draft Ministerial and 
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Head of Institution Regulations (“PR 
68/2021”).

Analysis and discussion 
1.  Overview of PR 68/2021

As stated in the preamble, PR 
68/2021 is based on the premise that 
it is important, for the purpose of 
maintaining the momentum of national 
development policy, that Ministerial/
Head of Institution Regulations be 

“of a certain quality, harmonious, 
not sectoral and not impede public and 
business activities”.

PR 68/2021 seeks to ensure the 
requisite quality, harmony and non-
sectoral nature of Ministerial/Head 
of Institution Regulations, as well 
as avoid the impeding of public and 
business activities, by putting in place a 
mechanism for presidential review and 
approval of certain draft Ministerial/
Head of Institution Regulations. The 
need for such a mechanism is said, 

in the preamble to PR 68/2021, to be 
consistent with the imperative of the 
President knowing of and approving in 
advance every “policy” contemplated by 
Ministers and Heads of Institutions.

The reference, in PR 68/2021, to 
“Head of Institution” Regulations, in 
addition to Ministerial Regulations, is to 
be properly understood as a reference to 
persons such the Head of the Investment 
Co-ordinating Board (“BKPM”) and the 
Governor of Bank Indonesia who also 
have the right to issue regulations and 
similar instruments in connection with 
those activities that they oversee.

2. PR 68/2021 in Detail
2.1 Statement of Limitations on 

Regulation Making Authority: PR 
68/2021 goes out of its way to make 
clear the limitations on the right 
of Ministers/Heads of Institutions 
to prepare draft Regulations by 
providing that Ministers/Heads of 

Institutions must only prepare draft 
Regulations that are:

(a) within the scope of authority of the 
relevant Minister/Head of Institution 
and;

(b) based on (i) the requirements 
of a particular Law or (Central) 
Government Regulation, (ii) a 
direction by the President or (iii) the 
implementation of certain matters 
within Government.

At the same time, PR 68/2021 
seeks to encourage co-operation across 
Ministries/Institutions in drafting 
Regulations by expressly acknowledging 
that, in preparing draft Regulations, a 
particular Minister/Head of Institution 
may involve other Ministries/Institutions 
(Article 2 of PR 68/2021).

2.2 Draft Regulations that Must be 
Submitted to President for Approval: 
Although not entirely free from 
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doubt, the better view is probably 
that PR 68/2021 does not require all 
draft Ministerial/Head of Institution 
Regulations to be submitted for 
presidential approval but, rather, 
only draft Ministerial/Head of 
Institution Regulations that:

(a) have a “major impact on people’s 
lives”; 

(b) are “strategic”, in the sense of 
being materially relevant to (i) the 
President’s priority programs, (ii) 
matters targeted by the Government 
in the National Medium Term 
Development Plan and the 
Government’s Work Plan, (iii) 
defence and security and (iv) state 
finance; and/or

(c) cross-sectoral or involving multiple 
Ministries/Institutions (Article 3 of 
PR 68/2021).

2.3 Requirements for Draft Regulations 
to be Submitted to President: 
PR 68/2021 emphasises the 
responsibilities of Ministers/Heads 
of Institutions in preparing draft 
Regulations to ensure that draft 
Regulations are carefully thought 
through and otherwise conceptually 
robust by providing that draft 
Ministerial/Head of Institution 
Regulations, requiring presidential 
approval, may only be submitted for 
consideration  after the relevant draft 
Regulation has gone through the 
process of:

“harmonization, rounding and 
perfection of concepts”.

This may be understood as the “no 
sloppy drafting allowed” admonition 
(Articles 4 and 5 of PR 68/2021).

2.4 Application Process for Presidential 
Approval: Applications for 

presidential approval of relevant 
draft Ministerial/Head of Institution 
Regulations must be:

(a) in writing;
(b) accompanied by an explanation of 

the need for/urgency of the relevant 
draft Regulation and the main points 
of the relevant draft Regulation; and

(c) submitted to the Cabinet Secretary 
together with a statement confirming 
completion of the process of 
“harmonization, rounding and 
perfection of concepts” in respect of 
the relevant draft Regulation (“PA 
Applications”) (Article 6 of PR 
68/2021).

2.5 Need for Cabinet Secretary 
Recommendation: By implication, 
PR 68/2021 requires the Cabinet 
Secretary to carry out a preliminary 
review and assessment of every PA 
Application. Based on the outcome 
of this preliminary review and 
assessment, the Cabinet Secretary 
is then to submit a recommendation 
to the President as to whether or 
not the relevant draft Ministerial/
Head of Institution Regulation 
should be approved (Article 7 of 
PR 68/2021).

2.6 Form of Presidential Decision: PR 
68/2021 makes clear that the process 
of obtaining presidential approval 
is not intended to be a mere “rubber 
stamp” exercise. In this regard, the 
President’s decision on a particular 
PA Application may take any of the 
following forms:

(a) approval of the relevant draft 
Ministerial/Head of Institution 
Regulation; 

(b) rejection of the relevant draft 
Ministerial/Head of Institution 
Regulation; or 

(c) “issuance of other policy directives”.

It is not clear as to just what the 
alternative decision form of “issuance 
of other policy directives” refers to in 
the context of a decision on a particular 
PA Application. It may be, however, 
that this alternative decision form is 
intended to highlight that the President 
has the discretion to change a policy 
that is otherwise contradicted by or 
inconsistent with the draft Ministerial/
Head of Institution Regulation which 
is the subject of a particular PA 
Application if, upon further reflection, 
the President agrees with the approach 
taken by the relevant draft Ministerial/
Head of Institution Regulation. 

The President’s decision on a 
particular PA Application is to be 
conveyed, in writing, by the Cabinet 
Secretary to the relevant Minister/Head 
of Institution who submitted a particular 
PA Application (otherwise referred 
to as the “Initiator”) (Article 8 of PR 
68/2021).

2.7 Consequence of Presidential 
Approval: If and when presidential 
approval of a draft Ministerial/
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Head of Institution Regulation is 
obtained, the relevant Regulation 
is to be (i) finalized by the relevant 
Minister/Head of Institution and (ii) 
promulgated in the State Gazette.

Following promulgation in the 
State Gazette, the relevant Ministerial/
Head of Institution Regulation is to be 
disseminated to ministries/institutions, 
Provincial and Regional Governments 
and the Public (Articles 9 and 10 of PR 
68/2021). 

3. Assessment of PR 68/2021
3.1 Drafting Deficiencies: There 

are some quite obvious drafting 
deficiencies with PR 68/2021, which 
drafting deficiencies may well 
prevent PR 68/2021 from achieving 
its intended purpose any time soon.

First, the criteria for what qualifies 
as a Ministerial/Head of Institution 
Regulation requiring prior presidential 
approval are hopelessly vague and, as 
a consequence, almost certain to give 
rise to different views as to whether any 

particular Ministerial/Head of Institution 
Regulation requires prior presidential 
approval. More particularly, observers 
might well genuinely differ in their 
assessment of whether or not a particular 
draft Ministerial/Head of Institution 
Regulation will, if it is finalized and 
issued in its current form, (i) have a 
“major impact on people’s lives” or (ii) 
be “strategic”.

Second, it is not clear who is 
responsible for determining whether or 
not a particular draft Ministerial/Head 
of Institution Regulation meets any 
of the criteria for a draft Ministerial/
Head of Institution Regulation requiring 
prior presidential approval. If this 
is a matter for the Initiator (i.e., the 
Minister/Head of Institution who has 
drafted/overseen the drafting of a 
particular Ministerial/Head of Institution 
Regulation) to determine, then it should 
be obvious that the Initiator has every 
incentive to conclude that none of the 
criteria are satisfied as this will enable 
him to immediately proceed with the 
finalization and issuance of the relevant 
Regulation.

Third, PR 68/2021 does not 
address the issue of what is the legal 
status of a draft Ministerial/Head of 
Institution Regulation that requires prior 
presidential approval but is finalized and 
issued by the relevant Minister/Head of 
Institution without, first, obtaining the 
required presidential approval. More 
particularly, is such a Ministerial/Head 
of Institution Regulation automatically 
void and otherwise of no force and 
effect as of the date it is issued or is it 
merely voidable such that it is capable 
of being declared void if and when it is 
challenged in the courts? This failure 
is likely to create confusion and be 
a source of endless disputes, as well 
as opportunistic court challenges, in 
the case of any Ministerial/Head of 
Institution Regulation that does not 
obtain prior presidential approval 
and where the effected parties want 
to avoid having to comply with the 
relevant Ministerial/Head of Institution 
Regulation.

Fourth, there is no fixed timetable 
for either (i) the Cabinet Secretary 
to carry out his preliminary review 
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and assessment of a particular 
PA Application and issue his 
recommendation in respect of the 
same or (ii) the President to make his 
decision on whether to approve or reject 
a particular PA Application. This may 
well result in long delays in finalizing 
and issuing important draft Ministerial/
Head of Institution Regulations. At the 
very least, PR 68/2021 should have 
included a fixed timetable for reviewing 
and making a decision on every PA 
Application and a provision to the effect 
that, if the fixed timetable is not met, 
the relevant draft Ministerial/Head of 
Institution Regulation is deemed to have 
been approved by the President.

3.2 Practical Concerns: It is not obvious 
to the writer that the Cabinet 
Secretary, the President’s staff or the 
President himself are likely to have, 
whether individually or collectively, 
the in-depth industry and technical 
knowledge required to make an 
informed assessment of whether or 
not a particular Ministerial/Head of 
Institution Regulation is consistent 
with and does not otherwise 
contradict national development 
policy or needless impede business 
activity. In this regard, it is important 
to remember that Ministerial/Head 
of Institution Regulations are often 
very technical in nature and require 
a high level of industry and technical 
knowledge to properly evaluate. 
Further, the fact that a particular 
Ministerial/Head of Institution 
regulation is very technical in 
nature does not necessarily prevent 
it from having a “major impact on 
people’s lives” or being “strategic”. 
The energy, infrastructure and 
mining industries are the subject of 
numerous Ministerial Regulations 

which require a high level of 
industry and technical knowledge to 
properly evaluate while, at the same 
time, being “strategic” in the sense 
of having the potential to materially 
impact state finances.

The prevalence of contradictory 
and inconsistent Ministerial/Head of 
Institution Regulations in Indonesia, 
as well as the consequent unnecessary 
impediments created for legitimate 
business activity, are a function of 
many factors which it is not possible to 
overcome without far more sweeping 
reforms than those contained in PR 
68/2021. More particularly, (i) the 
lack of adequate industry knowledge 

within various Ministries including, 
most certainly, within the Ministry of 
Energy & Mineral Resources and (ii) 
insufficient communication between 
Ministries and relevant industry 
associations, re draft regulations before 
they are finalized and issued, have 
definitely contributed, in large measure, 
to the prevalence of contradictory 
and inconsistent Ministerial/Head of 
Institution Regulations that have to be 
subsequently amended or revoked in 
order to prevent widespread disruption 
of legitimate business activity.

3.3 Governance/Political Considerations: 
While unquestionably seeking to 
address a very real problem, PR 
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68/2021 increases the authority of 
the President and, thereby, creates 
a more powerful President at the 
expense of other elements of the 
Executive branch of government in 
Indonesia; namely, the Ministers 
of State and Heads of Institutions. 
Whether or not this is a good thing 
is very much a matter of personal 
opinion and about which people may 
genuinely differ.

Some people, of course, look back 
with great nostalgia at the “glory 
days” of President Suharto and his 
New Order. They see this period as the 
“golden age” of modern Indonesian 
history when an all-powerful President 

was able to, almost single-handedly, 
make the key decisions required to 
move Indonesia forward economically 
in an efficient manner and without 
the distractions of having to deal 
with poorly performing democratic 
institutions, such as the DPR, except 
on a token and carefully stage-manged 
basis. During this supposedly “golden 
age”, Ministers of State and Heads of 
Institutions, such as BKPM and Bank 
Indonesia, were often little more than 
well-paid “flunkies” carrying out the 
President’s decisions without debate 
or discussion, far less challenge or 
opposition. To these readers, PR 
68/2021 will, no doubt, be seen as a 
very positive development and one that 
has the potential to help start moving 
the Indonesian system of government in 
the right direction once again.

Other people, however, will recall 
that, in the aftermath of the 1998 fall of 
President Suharto and the New Order, 
it was generally accepted that an all-
powerful President was not consistent 
with the development of genuine 
democratic institutions in Indonesia. 
Supporters of a democratic Indonesia 
sought and managed to bring about a 
more balanced system of government 
whereby the President was obliged to 
work closely with other elements of 
the Executive while the DPR and the 
Constitutional Court had some genuine 
oversight of what the President did and 
did not do. Although there has been 
an undeniable degree of government 
inefficiency and even some chaos as 
a result of Indonesia having a less 
powerful President in the post 1998 
period, supporters of a more democratic 
Indonesia may well see PR 68/2021 
as a worrying attempt to “turn back 
the clock” in Indonesia to much less 
democratic times.

Summary & conclusions
A concerted Government effort 

to ensure greater consistency in the 
quality of Ministerial/Head of Institution 
Regulations and otherwise avoid policy 
contradictions, as well as unnecessary 
impediments to business activities, is 
long overdue.

PR 68/2021 may be accepted, at 
face value, as a genuine attempt to at 
least start the process of improving the 
quality of Ministerial/Head of Institution 
Regulations.

The reasons for the endemic 
“flip flop problem” in Indonesia are, 
however, complex and a real solution to 
the same goes far beyond the scope of 
PR 68/2021.

PR 68/2021 also raises fundamental 
questions about the proper role of the 
President in modern day, democratic 
Indonesia. These questions may make 
some observers very uncomfortable with 
the possible, partial solution to the “flip 
flop problem” offered by PR 68/2021. 

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 nine offices across 
Asia, Europe and the Middle 

East: Dubai, Hong Kong, London, 
Paris, Piraeus, Seoul, Shanghai, 

Singapore and Yangon. 
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APBI supports government 
carbon emission policies

The Indonesian Coal Mining 
Association (or APBI) with members 
accounting for about 80 percent of the 
country’s coal production said it will 
support the government’s carbon emission 
policies from the planned carbon tax to 
carbon neutrality.

“APBI will support any government 
policies to reduce carbon emission,” 
APBI’s deputy chairman Hendri Tan 
told a webinar on market outlook, energy 
transition and the future of coal.

He said that the country’s coal 
miners have taken various initiatives 
related to emission reduction efforts 
including through the development of 
coal downstream industry, operation 
efficiency drive, and other green 
measures.

“APBI has been keeping eyes and 
ears open in following the issue of the 
government’s plan to implement carbon 
tax policy. We believe...it could probably 
take a couple of few years before being 
finally implemented,” he said.

The government earlier said that it 

was still waiting for the right time to 
implement the much-debated carbon tax 
on emitting industries as the country’s 
economy is struggling to recover from the 
impact of the Covid-19 pandemic.

The government plans to impose a 
carbon tax of Rp 75 per kilogram of CO2 
equivalent, or US$5 per ton.

The government has also set up goals 
to achieve carbon neutrality in 2060 
through a series of actions including the 
development of energy transition to reduce 
the use of coal.

MEMI to produce 200,000 
tons of coal in 3Q2021

PT Medco Energi Mining Internasional 
(MEMI) is expected to produce a total of 
200,000 tons of coal from two subsidiaries 
PT Duta Tambang Rekayasa (DTR) and 
PT Borneo Emas Hitam (BEH) in the third 
quarter of this year.

“We’ll produce 150,000 tons from 
DTR and 50,000 tons from BEH,” F. Hary 
Kristiono, Chief Operating Officer of 
MEMI, said to petromindo.com.

DTR mine is located in Nunukan 
Regency, North Kalimantan Province, 

and BEH is located in Tenggarong, East 
Kalimantan Province. In the first half of 
2021, MEMI produced 350,000 tons of 
coal, an increase compared to same period 
of last year where the additional 50,000 
tons was produced from newly-exploited 
BEH in early this year.

MEMI produces high calorific value 
(CV) coal of 6,500 kcal/kg with high 
sulfur content mostly dedicated for 
cement plants.

Ombilin Energi to ramp up 
coal production in Q4

South Sumatra coal miner PT Ombilin 
Energi is expected to ramp up production 
to about 200,000 tons per month in the 
fourth quarter this year from the current 
level of 120,000 tons per month from its 
Trimata Benua coal mine.

“The company aims to increase 
production to between 180,000 
and 200,000 tons from October to 
December,” an industry source told 
Petromindo.com.

The company started coal production 
in May 2021 with calorific value of 3,800 
kcal/kg (gar). 
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I
DX-listed coal mining firm PT Indo 
Tambangraya Megah Tbk (ITMG) 
has shifted coal sales from India to 
China this year due to competition 

with cheaper Australian coal entering the 
India market.

Jusnan Ruslan, Director of ITMG said 
that China now accounts for 30 percent 
of its sales, followed by domestic market 
19 percent, and Japan market 16 percent.  
The company’s other traditional markets 
include Thailand, Malaysia, Philippine, 
South Korea and Taiwan.

“It shows that we are very adaptive 
in facing the changes in coal markets,” 
Jusnan said at a virtual press conference.

“In the Indian market, coal from 
Indonesia is not competitive due to the 
influx of (cheaper) Australian coal.”

ITMG plans to produce between 19 
million and 19.9 million tons of coal in 
2021, of which 25 percent would be aimed 
for the domestic market with the rest for 

export.  The company expects third quarter 
of coal production to increase to 5.5 
million tons, higher than previous quarter 
production of 4.7 million tons.

Meanwhile, ITMG also said that two 
of its coal subsidiaries may be unable to 
meet their respective coal domestic market 
obligation (DMO) quota this year.

Jusnan said that the two subsidiaries 
will have to pay financial penalty to the 
government as stipulated under existing 
regulation.

“There a couple (of subsidiaries) 
which have yet to fulfill the 25 percent 
DMO.  As such (the firms) will pay 
penalty to the state in accordance with the 
regulation,” he said, but did not disclose 
the identity of the two subsidiaries and the 
reason for failing to meet the DMO quota.

Coal miners in the country are required 
to allocate at least 25 percent of their 
annual output to the domestic market.  
But soaring price in the export market 

has tempted coal miners to export the 
commodity instead of selling at home. 

Last month, the Ministry of Energy 
and Mineral Resources temporarily banned 
34 coal miners and trading firms from 
making export as they’ve failed to fulfill 
supply commitments with state electricity 
firm PT PLN.  The ban will be lifted 
once they have fulfilled their contractual 
obligations.  

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.

Elsewhere, Junan said that the 
company is waiting for more details 
regarding the financial penalty policy.

He added that ITMG’s other 
subsidiaries may exceed their respective 
DMO quota, but the company could not 
yet implement the DMO quota transfer 
mechanism this year. 

ITMG shifts market to China from India
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REA to resume coal 
production from E. 
Kalimantan mine

UK-listed East Kalimantan-based  
palm oil plantation firm REA Holdings 
Plc reported on Wednesday that its coal 
mining unit PT Indo Pancadasa Agrotama 
(IPA) is preparing works to resume 
production.

The company said in its Half Yearly 
Report 2021 that land compensation with 
affected local individuals has been settled 
and IPA has concluded an agreement with 
a coal company that holds a concession 
adjacent to IPA to transport coal utilising 
a road running through the adjacent 
concession.

A work plan has been agreed with 
IPA’s appointed contractor -with whom 
a funding and profit sharing agreement is 
already in place- and overburden removal 
is expected to start shortly with coal 
recovery beginning in the final quarter of 
2021. The company did not give details 
about the planned production volume.

IPA is also seeking to generate 
revenue from its port on the Mahakam 
river by encouraging neighbouring coal 
companies to utilise the port facilities 
in exchange for a fee per tonne of coal 
shipped. One such arrangement has 
already been agreed and deliveries 
have now commenced. Two other such 
arrangements are under discussion, the 
company said.

IPA, which is located in Kutai 
regency, East Kalimantan, has suspended 
its coal production activities since 2014.

REA said that it intended to withdraw 
from coal business as soon as “practically” 
possible.

TRUST fully deployed to 
Melak Cluster

PT Tambang Raya Usaha Tama 
(TRUST), a mining contractor subsidiary 
of IDX-listed coal producer PT Indo 
Tambangraya Megah Tbk (ITMG), has 
recently been fully deployed to IMTG’s 
Melak Cluster of coal mines in East and 

Central Kalimantan provinces.
TRUST has output target of 35 million 

bank cubic meters (bcm) this year.
“TRUST has been operating (fully) 

at Melak Cluster which covers Trubaindo 
and Bharinto. The output target is 35 
million bcm,” AH Bramantya Putra, Vice 
President Director of ITM, said in a virtual 
press conference on Tuesday.

ITMG’s two operating subsidiaries at 
the Melak Cluster are PT Trubaindo Coal 
Mining and PT Bharinto Ekatama.

TRUST was previously also deployed 
at ITMG’s other operating subsidiary 
PT Indominco Mandiri in Bontang, East 
Kalimantan Province.

ITMG spent most of its capital 
expenditure of US$5 million in the first 
half of 2021 to overhaul TRUST’s heavy 
equipment and prepare its operation at the 
Melak Cluster.  

India suffers coal supply 
shortage

India’s power generation companies 
are facing coal shortages, which are likely 
to persist in the short term due to the high 
international coal price and lack of supply 
from local mines.

“There’s a huge coal shortage in 
India (right now). But at the same time, 
international prices are too high for 
Indian power plants,” Prashant K. Goyal, 
Executive Director of Bhadreshwar Vidyut 
Pvt. Ltd. told Petromindo.com, adding 
that the current coal price is no longer 
affordable in India.

Report has said that India has been 
caught in an extreme coal shortage since 
late August, forcing the Indian government 
to call on utilities to increase coal imports 
to ease the shortage.

A trader told petromindo.com that coal 
supply for export destinations including 
India from South Kalimantan had been 
hampered by the high intensity of rain in 
the last five days. 

[COALNEWS]
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ITMG seeks to secure IPPK H 
for two coal subsidiaries

IDX-listed coal producer PT Indo 
Tambangraya Megah Tbk (ITMG) is in 
the process of securing the so-called forest 
area borrow and use permits (or IPPKH) 
for its two coal subsidiaries PT Nusa 
Persada Resources (NPR) and PT Tepian 
Indah Sukses (TIS), which are expected to 
start the production next year or 2023 at 
the latest.

“For NPR and TIS, we are in the 
process to obtain IPPKH and we expect 
the production operation can start at the 
latest in 2023,” AH Bramantya Putra, 
Vice President Director of ITMG, said in 
a virtual press conference. He added that 
the exploration activities are ongoing at 
these mines.

NPR and TIS are IUP holders which 
are part of ITMG’s Melak Cluster in 
Central Kalimantan and East Kalimantan 
provinces. There are two operating 
ITMG’s subsidiaries in Melak Cluster 
namely PT Trubaindo Coal Mining and PT 
Bharinto Ekatama.

NPR has 77 million tons of coal 
reserves and 143 million tons of coal 
resources with coal calorific value of 5,500 
kcal/kg, while TIS has 5 million tons of 
coal resources with coal calorific value of 
6,400 kcal/kg.

Semen Baturaja estimates 
coal consumption at 250,000t

IDX-listed cement maker PT Semen 
Baturaja Tbk (SMBR) said that its coal 
consumption volume this year is estimated 
at 250,000 tons. The company said 
that rising trend in the price of coal has 
undermined its finances.  

“Hopefully, coal price can return 
to normal level following significant 
increase which has disturbed our 
operations,” said Jobi Triananda Hasjim, 
President Director of SMBR, at a public 
expose meeting held virtually.

Jobi acknowledge that coal is a 
significant component in the company’s 
cost structure.  But the company is 
fortunate to be operating in South Sumatra, 
a key coal producing region, to ensure 
supply of the fuel without having to pay at 
international price level.  

He added that SMBR gets coal supply 
from IDX-listed coal miner PT Bukit 
Asam Tbk (PTBA) which is then blended 
with coal from other miners in South 
Sumatra.  The company consumes coal 
with calorific value of 4,500 kcal/kg GAR.

Bad weather hampers 
coal mining, shipment in 
Kalimantan

Bad weather in early September 
has heavily affected the operations of a 
number of coal mining companies in East 
and South Kalimantan provinces, coal 
miners and traders said Tuesday

A trader told Petromindo.com that a 
number of coal companies are rumored to 
have asked the buyers for loading delays 

amid persistent rain.
 “One thing for certain, the current 

bad weather with continuous rains has 
severely affected coal mining activities, 
including coal barging and loading. I see 
the weather is not normal,” a coal miner 
in East Kalimantan told Petromindo.com 
without elaborating the impact on coal 
production volume.

Meanwhile, a coal miner in South 
Kalimantan also shared the same view 
saying that a number of vessels could not do 
loading operations due to the bad weather.

“We are facing a backlog because 
of the bad weather, there are about 10 
vessels now floating in the middle of the 
sea waiting for cargo. It has been raining 
since September 1 – September 5,” the 
source said.

A report said that India has been 
caught in an extreme coal shortage since 
late August including due to slow supplies 
from major origins of Africa, Indonesia 
and Australia amid the bad weather 
condition. 
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HBA continues rising trend, 
exceeds $150 per ton

The Ministry of Energy and Mineral 
Resources has set higher coal reference 
price (or HBA) for September 2021 at 
US$150.03 per ton, compared to $130.99 
per ton in August.

The ministry said in a statement that 
the continuing rise in the HBA is in line 
with rising trend in the international 
coal market amid increasing demand 
particularly in China to fuel power plants.

“This is quite a phenomenal price 
(level) in the last decade. China’s high 
demand exceeds its domestic production 
capacity and the increasing demand for 
coal from South Korea and the European 
region along with high natural gas prices 
has catapulted HBA to $150.03 per ton,” 
said  ministry spokesman Agung Pribadi in 
the statement.

The HBA is determined based on the 
average of four international coal price 
indexes, namely the Indonesia Coal Index 
(ICI), Newcastle Export Index (NEX), 
Globalcoal Newcastle Index (GCNC), and 
Platt’s 5900 in the previous month.

Coal price in the international market 
has been on a rising trend since the latter 
part of last year driven by higher demand 
and limited supply.

After having been under pressure in 
most part of last year due to the Covid-19 
pandemic, the HBA entered a rally period 
from October 2020 through February 
2021, but weakened in March 2021, and 
resumed the rising trend since April. 

Adaro aims to produce 
660,000 tpa of methanol

IDX-listed coal miner PT Adaro 
Energy Tbk plans to produce 660,000 
tons per annum (tpa) of methanol from 
the company’s planned coal gasification 
project at its mining site of Tabalong in 
South Kalimantan Province.

Bank Indonesia said in its material 
presentation at a recent webinar on 
downstream sector that Adaro would 
develop coal gasification project with 
input capacity of 1.3 million tons of coal 
per year.

Bank Indonesia quoting the Ministry 
of Energy and Mineral Resources said that 
the coal gasification project is targeted to 
start operations in 2025.

Meanwhile, Adaro said that it is 
intensifying talks with a technology 
provider in relation to a planned coal 
gasification project at its mining site of 
Tabalong in South Kalimantan Province.

“We are still in preliminary study 

(with a foreign company). We have 
conducted business calculations…
but we still need more detailed 
discussions (about the project),” Dharma 
Djojonegoro, President Director of PT 
Adaro Power, a subsidiary of Adaro 
Energy, told a webinar.

“If all the problems could be resolved, 
we will continue into the feasibility study 
phase, and then will develop detailed 
engineering and construction.”

He did not disclose the potential 
foreign partner who would provide the 
technology for the coal gasification project 
that would convert coal into syngas, which 
could further be processed into methanol 
or dimethyl ether (DME).

He said that Adaro has also signed a 
memorandum of understanding with state 
owned oil and gas firm PT Pertamina to 
realize the gasification project.

“We think Adaro is in the best place 
to do this project since we already have 
infrastructures to support the gasification 
project,” he said.

The government has been pushing 
the country’s coal miners to develop coal 
gasification project to process coal into 
DME, which can be used as substitute 
for LPG in bid to help the country reduce 
dependency on import. 
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Mitrabara in coal infra 
sharing deal with Baramulti

IDX-listed coal mining firm PT 
Mitrabara Adiperdana Tbk  (MBAP) 
and its wholly-owned subsidiary  PT 
Baradinamika Mudasukses (BDMS) had 
signed a deal with PT Baramulti Sugih 
Sentosa (BMSS) in which the latter will be 
able to use coal infrastructure and handling 
facility owned by MBAP and BDMS

Under the deal BMSS will pay 
US$ 9.8 million for the right to use the 
facilities. BMSS is a subsidiary of  PT 
Wahana Sentosa Cemerlang (Baramulti 
Group), which also owns 60 percent shares 
of MBAP.

MBAP said that the deal will optimize 
its coal infrastructure capacity and 
generate revenue for the company.

MBAP and BDMS are operating in 
Malinau regency in North Kalimantan 
with combined production of 4 million 
tonnes in 2020.

The company commenced its coal 
mining operations in 2008 and to date has 
been strengthened by the synergy between 
subsidiaries and infrastructure integration 
that accommodates exploration, 
production and distribution activities from 
upstream to downstream.

Resource Alam returns  
to profitability

PT Resource Alam Indonesia 
Tbk managed to book a net profit after tax 
of US$3.81 million during the first  half of 
2021, a notable achievement compared  to  
the previous year loss of US$ 942,116.

The company stated that during the 
first semester this year its gross profit 
improved significantly to US$ 9.09  
million, compared to that of the same 
period last year at US$ 4.95 million,  
largely a result of better coal selling  
prices, which pushed up gross margin 
from previous 10.5% to 19.2%. 

Its operating profit in the first semester 

of 2021 was US$ 5.61 million, a notable 
improvement compared to US$  891,418    
previously. With the ongoing cost cutting 
efforts, 6 months total operating expenses 
(consisting of selling and general & 
administrative expenses) declined to US$ 
3.48 million from US$ 4.06 million.

As of 30 June 2021, its revenue 
reached US$47.42 million compared 
to that of the same period last year 
at US$ 47.03 million. During this 
period, average coal selling prices 
(FOB MV) improved to US$ 38.89 per 
MT from previously US$ 31.19 per 
MT. At the same period, sales volume 
was recorded at 1,334,565 MT lower 
compared to 1,717,409 MT previously.  

Revenue generated from hydro power  

in the 6 months of 2021 amounted to 
US$1.06 million.

At  the  same  period,  production  
volume declined to 1,302,739 MT from 
1,722,890 MT, mainly caused by the  
unusually wet weather condition and 
the higher stripping ratio of 7.61 from  
previously 5.58.  

Mining cash cost for the 6 M 2021 also 
increased to US$ 25.21 per MT compared 
to US$ 22.27 per MT.

Resource Alam focuses on the 
production and sales of thermal coal 
through its wholly owned subsidiary  PT. 
Insani Bara Perkasa (IBP). IBP  holds  and 
operates a 24,477 hectare,  3rd  Generation 
Coal Contract of Work (CCOW) 
concession in East Kalimantan. 
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Fitch Ratings: BUMA’s 
Rating Headroom Remains 
Tight on High Leverage

Fitch Ratings expects PT Bukit 
Makmur Mandiri Utama’s (BUMA, BB-/
Negative) rating headroom to continue 
to be tight as we expect the Indonesian 
company’s leverage in 2021 to remain 
close to our negative sensitivity of 3.3x.

We expect leverage to remain high 
because we have raised our expectations 
for BUMA’s capex in 2021 to USD350 
million from USD100 million as we 
expect the mining contractor to prepare 
for higher overburden removal volumes 
from new and existing contracts. The 
additional capex will be driven by higher 
capex intensity for its new contract with 
PT Adaro Indonesia (BBB-/Stable) and 
replacement of major components to bring 
previously unused equipment online.

Fitch previously expected BUMA’s 
spare capacity, which was built up in 2018 
but remained unused due to the sectoral 
downturn, to be sufficient to support 
additional volumes from new contracts. 
However, Adaro’s new contract is more 
capital intensive due to its mine-specific 
requirements and longer hauling distance, 
according to BUMA. We expect BUMA’s 
FFO net leverage to fall to about 2.6x in 
2022, as we expect overburden volumes to 
grow by about 15% year on year.

We expect BUMA’s EBITDA margins 
to recover and average at about 27% 
(Fitch-adjusted) for April-December 
2021, after falling to about 9% in 1Q21 
following high repair and maintenance 
costs. Normalisation of costs and rational 
pricing for new contracts will support our 
expectations for EBITDA margin of 22%-
24% for FY21 to FY23. Fitch’s adjustment 
treats depreciation from leased assets and 
interest on financial leases as operating 
costs, and deducts these from EBITDA.

Continued higher costs in the coming 
quarters or lower profitability from 

new contracts may put pressure on the 
EBITDA margin and slow deleveraging. 
The company’s shareholding structure 
is also undergoing changes, and any 
accompanying changes to BUMA’s 
financial policies or more aggressive 
growth plans at the cost of margins 
may weaken its financial profile. A 
materialisation of these risks could result 
in a rating downgrade. 

Ministry lifts coal export ban 
on fourth firm

Another firm has been allowed to 
resume coal export after the Ministry of 
Energy and Mineral Resources lifted the 
export ban on the company, according to 
an official.

As such, four companies have now 
been allowed to resume export activity.  
The ministry had on 7 August banned a 
total of 34 coal miners and trading firms 
from making coal export for failing to 
meet supply commitments with state-
owned electricity firm PT PLN.  The ban 
will be lifted once the firms have fulfilled 
their contractual obligation with the utility.

The ministry initially lifted the export 
ban on three coal miners including PT 
Arutmin Indonesia, PT Borneo Indobara, 
and PT Bara Tabang.

“There’s another firm whose export 
ban has been lifted namely PT Mitra Maju 
Sukses,” said Sony Heru Prasetyo, Head 
of Mining Information Management at the 
Directorate General of Mineral and Coal 
of the ministry to news portal kontan.co.id.

As such, there are currently 30 coal 
firms which are still barred from making 
export. According to the government coal 
DMO policy, the country’s coal miners 
must allocate at least 25 percent of their 
annual production for the domestic market, 
including for the power plant sector. 

However, the rising trend in the price 
of coal in the international market has 
tempted the country’s coal miners and 
traders to prefer to export the commodity 
instead of allocating it for domestic power 
plants due to the huge difference between 
price overseas and at home. Following 
concerns from PLN of coal supply 
shortage, the ministry imposed the export 
ban 34 coal mining and trading firms. 

C
A

 | L
uc

ky
 G

in
tin

g



COALMETAL ASIA SEPTEMBER 28 - OCTOBER 28, 2021 27

Transcoal’s H1 revenue  
down 18.20%

IDX-listed shipping and logistics 
firm PT Transcoal Pacific Tbk, which is 
primarily engaged in coal transportation, 
saw revenue in the first half of this year 
declined 18.20 percent to Rp 676.02 
billion from Rp 826.50 billion in the same 
period of last year.

The company said in its first half 
financial report published that cost of 
revenue fell to Rp 533.42 billion in 
the first six months of this year from 
Rp 679.73 billion in the corresponding 
period of last year. Gross profit weakened 
slightly to Rp 132.02 billion from Rp 
135.06 billion.

Profit attributable to shareholders of 
parent entity in the first six months of this 
year, however, increased slightly by 7 
percent to Rp 33.69 billion from Rp 31.48 

billion in the same period of last year.
Transcoal Corporate Secretary Anton 

R. Saragih said in May the company 
targeted revenue and net profit to grow 
by 20-30 percent this year from last year 
as the company plans to acquire up to six 
new vessels and demand for coal and other 
commodities recovers.

Following are two largest customers 
with transaction value exceeding 10 
percent of total revenue in the first half (in 
million rupiah).

AJB to start coal production 
next year with 1 million tons 
output

Aceh-based coal mining company 
PT Agrabudi Jasa Bersama (AJB) 
plans to start production next year with 
the expected annual output of about 1 
million tons.

“We are still negotiating with 
neighboring companies to use 
port facilities and hauling roads 
to realize the plan,” AJB Director 
Rizal Kasli told Petromindo.com.

He said that the company has 
recently sent samples of the coal 
to potential buyers in China.

AJB owns a 5,000-ha coal 
concession with calorific value 
of 3400 kcal/kg in Aceh Barat 
Regency, Aceh Province.

He said that the mine is 
located about 30 kilometers from 
a nearby port.

The plan for trial production 
has been delayed several times 
due to the low price of low rank 
coal in recent years.

“We also expect coal price to 
remain high next year so that we 
can realize the first production as 
expected,” he said. 

He said that AJB is also 
studying the possibility of entering 
downstream business to process low rank 
coal into organic fertilizer.

“We are still discussing it with a 
technology provider from Germany. The 
business is to convert low rank coal to 
produce organic fertilizer,” Rizal. 

He said that one line of the technology 
could produce about 100,000 tons per 
month of organic fertilizer with coal 
feedstock of 120,000 tons.

“The plan is once the project runs, the 
technology provider would off-take 30 
percent of the output,” he said.

He said that the company is also 
studying the challenges in entering 
the downstream sector including with 
regards to proven technology and price 
competition between coal, and oil and 
natural gas as material for organic 
fertilizer. 

June 2021 June 2020

PT Kaltim Prima Coal 356,428 369,632 PT Kaltim Prima Coal 

PT Arutmin Indonesia 272,225 378,938 PT Arutmin Indonesia 
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APBI says coal market still 
promising on new power 
plants capacity

Despite global pressure to phase out 
coal plants, the Indonesian Coal Mining 
Association (ICMA) predicts that the 
market for Indonesian coal remains 
promising as new coal-fired power plants 
with total capacity of 83 GW would 
be developed in Asia Pacific countries 
between 2021 and 2030.

According to data collected by APBI, 
India would add its coal power plants 
capacity by 18 GW, while Vietnam and 
Indonesia would each have new capacity 
of 15 GW.

Hendra Sinadia, Executive Director of 
APBI said in a webinar that Japan planned 
to build new coal-fired power plants with 
capacity of 8 GW, while Philippines 
and South Korea would each have extra 
capacity of 5 GW.

“The additional capacity of coal-fired 
power plants is one reason showing coal 
demand both in export and domestic 
markets will still be high despite of the 
current global pressure against the use of 
coal,” he said.

He said that the planned additional 
83 GW of capacity does not include 
China which reportedly had completed 
construction of coal power plants with 
combined capacity of 20 GW in 2020.

“With such data, we still have enough 
confidence that Indonesia has coal market 
prospect,” he said.

TBBE starts coal production
PT Truba Bara Banyu Enim (TBBE), a 

coal mining company and subsidiary of PT 
RMK Energy, which started production 
earlier this month, aims to produce 
250,000 tons of coal this year, and to ramp 
up production up to 1.5 million tons in 
2022. “TBBE mine has been operating 
and the coal will be hauled to stockpile 
by the end of this month,” Tony Saputra, 

President Director of RMK Energy, a 
coal logistic provider in South Sumatra 
Province, said to petromindo.com.

Tony added that the coal will be 
delivered to stockpile at Gunung Megang 
coal loading station, where RMK Energy 
is developing the facility to transport coal 
via railway to Simpang unloading station 
in Palembang, South Sumatra.

“We are at finishing stage of Gunung 
Megang loading station which is expected 
to start operation in the next three weeks,” 
he said.

Bumi Resources H1 revenue 
down more than 4%

IDX-listed coal miner PT Bumi 
Resources Tbk saw revenue in the first 
half of this year declined by 4.22 percent 
to US$421.86 million from $440.44 
million in the corresponding period of 

last year. Cost of revenue in the first half 
of this year fell to $341.73 million from 
$407.80 million in the first six-month 
period of last year.

Gross profit in the January-June 2021 
period jumped to $80.13 million from 
$32.64 million in the same period of last 
year. Profit attributable to shareholders of 
parent entity in the first half of this year 
was $1.89 million compared to net loss 
of $86.11 million in the same period of 
last year. Bumi Resources Director Dileep 
Srivastava said in July that coal production 
in the first half of this year was estimated 
at only 41 million tons, less than half of its 
2021 production guidance of 85 million-89 
million tons.

He was quoted by CNBC Indonesia as 
saying that production in the first half of 
this year was undermined by bad weather 
condition. 
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I
DX-listed integrated energy 
company PT Indika Energy Tbk will 
stop making new investment in the 
coal sector as the company eyes non-

coal projects including renewables to help 
realize the 2050 net zero emission target.

This was revealed by Indika Vice 
President Director and Group CEO Azis 
Armand at a webinar recently.  He said 
that the company has started diversification 
into non-coal sector since 2018, which 
translates into “three categories.” 

“The first is that we’ll no longer make 
investment in the coal sector which means 
that we’ll no longer expand our assets in 
the coal sector and the related supporting 
businesses,” Armand said.

He said that the second category is 
that the company will invest in non-coal 
sector, and the third will start divestment 
of business assets in the coal sector.  

Indika owns coal mine in East 
Kalimantan through subsidiary PT Kideco 

Jaya Agung, which is the country’s fourth 
largest coal mining firm. 

Indika announced on 9 August that its 
subsidiary PT Indika Energy Infrastructure 
(IEI) and China Navigation Co. Pte. 
Ltd have signed a Conditional Sale and 
Purchase Agreement  (CSPA) to sell their 
shares in IDX-listed coal transportation 
firm PT Mitrabahtera Segara Sejati Tbk 
(MBSS) to PT Galley Adhika Arnawama.  
Based on the CSPA, IEI intends to sell 
all of its shares in MBSS representing 
51 percent of the paid up capital for US$ 
41,310,000, based on valuation of $81 
million for 100 percent of MBSS’ shares.

Coal business last year accounted 
for 75 percent of Indika’s consolidated 
revenue, Armand said.

“Since the last three years our 
investments have been made in gold 
mines, in the renewables sector, in the 
technology sector. In the future, we hope 
to make (new) investments … mostly 

through acquisitions, so we hope that the 
(non-coal business) assets can account 
for 50 percent of consolidated revenue in 
2025,” Armand explained.

In a bid to help bolster its renewables 
business portfolio, Indika in March 
announced that its wholly owned 
subsidiary PT Indika Tenaga Baru and its 
partner Fourth Partner Energy Singapore 
Pte. Ltd. have agreed to set up a joint 
venture company.  The JV firm, called 
PT Empat Mitra Indika Tenaga Surya 
(EMITS), will focus on developing 
renewable energy, in particular solar 
power plants.

Indika in May said that its subsidiary 
PT Indika Multi Properti will develop 
a 2,400-hectare forest estate to produce 
biomass energy. According to the 
company’s presentation filed with IDX, 
the estate will produce wood pellets. The 
company said it will also explore carbon 
credit that can be traded from the estate.

Indika has also set up a new subsidiary 
called PT Electra Mobilitas that will be 
engaged in the EV business.

Armand, however, acknowledged that 
the transition toward low carbon business 
will be quite challenging.

“Transition from being a low carbon 
business is also not an easy thing because 
energy transition does not only change 
from fossil fuel based to low carbon.   
There are several factors such as economic 
growth, and access to energy that are 
important aspects (to be considered) apart 
from environmentally friendly energy 
sources. At the end of 2020, the coal sector 
accounted for 75 percent of our revenue.  
So the transition isn’t easy. Carrying out a 
massive divestment (of coal related assets) 
is not only looking for potential buyers, 
Indika also wants to continue to participate 
in (economic) development (by providing 
affordable energy). Balancing between the 
two requires some action,” he explained. C
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Tight vessel supply for 
commodity transport to 
linger on

IDX-listed marine transport 
provider PT Trans Power Marine 
Tbk expected the current tight vessel 
supply in the commodity transport market 
to linger on until the end of this year 
due to strong coal export activities and 
growing domestic nickel industry.

The government has recently asked 
coal producers and marine transport 
providers to prioritize domestic coal 
shipment, particularly to coal-fired power 
plants operated by state-owned electricity 
firm PT PLN (Persero).

Rudy Sutiono, Director of PT Trans 
Power Marine Tbk, confirmed that there is 
currently greater tug-and-barge demand than 
available units. “By considering the current 
trend of coal exports and growing nickel 
industry, it may continue until the end of the 
year,” Rudy said to Petromindo.com.

Rudy added that marine transport 
providers merely deliver cargoes based 
on contract with customers. “There are a 
number of coal producers that are unable 
to fulfill Domestic Market Obligation 
(DMO). It creates an issue,” he said.

Pamapersada provides loan  
to coking coal unit

Mining contractor PT Pamapersada 
Nusantara has agreed to provide a 
five-year revolving loan facility worth 

US$40 million to indirect subsidiary PT 
Suprabari Mapanindo Mineral (SMM), a 
metallurgical coal producer.

IDX-listed heavy equipment and 
mining firm PT United Tractors Tbk (UT), 
the parent of Pamapersada, said in a 
statement that Pamapersada and SMM 
signed the lending agreement on 23 August. 

The loan, which will be used to help 
finance’s SMM’s working capital, carries 
interest rate of Libor plus 2 percent.

Pamapersada through subsidiary PT 
Tuah Turangga Agung owns 80.1 percent 
shares of SMM, while the remaining 19.9 
percent shares are held by ICRA SMM 
Pty. Ltd.

SMM’s mining area in Barito Utara 
Regency, Central Kalimantan Province 
spans a total area of 23,940 Ha, consisted 
of four mining blocks: Sekako, Lemo, 
Pendreh and Mosak.

 SMM produces coking coal, also 
known as metallurgical coal, which 
are used to make cokes, the essential 
ingredients for steel production.  SMM 
this year plans coking coal production of 
2.3 million tons.   In the first half of this 
year, production reached 1.4 million tons.

Bumi chief commissioner 
resigns to become top envoy 
in US

IDX-listed coal mining firm PT Bumi 
Resources Tbk said that the company’s 
Chief Commissioner Rosan P. Roslani has 

resigned from the post as he will assume 
a new post as the Indonesian Ambassador 
in the US.   

“On August 24, 2021, the company 
has received a letter of resignation 
from Mr. Rosan Perkasa Roeslani as 
President Commissioner and Independent 
Commissioner of the company. This 
resignation is because he received a new 
assignment from the Government of 
the Republic of Indonesia, to serve as 
Indonesian Ambassador to the United 
States,”  Bumi said in a statement obtained 
Thursday.

According to Bumi’s financial report, 
Rosan had assumed the post of president 
commissioner of the company since 16 
September 2020.

Miners face difficulties in 
transporting coal to PLN

The Indonesian Coal Mining 
Association (ICMA) said that the 
country’s coal miners have been facing 
difficulties in transporting coal to 
power plants of state-owned electricity 
company PT PLN in recent weeks.

“The recent coal supply problem of 
PLN is mostly due to (among others) 
scarcity of coal shipment,” Hendra 
Sinadia, Executive Director of ICMA said 
in a webinar on Monday.

“Coal producers find it difficult to 
transport coal (to PLN),” he added without 
elaborating.

It is widely reported that coal supply 
to PLN had been sluggish particularly 
in early August, forcing the government 
to ban a number of coal companies and 
traders from making exports. The ban will 
be lifted when they have fulfilled their 
contractual obligations to PLN. 

Traders previously told Petromindo.
com that owners of coal barging and 
vessels have raised the freight rate in 
line with the increase in coal price in the 
international market. 
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Golden Eagle reports 
increasing H1 production,  
net profit

IDX-listed coal miner PT Golden 
Eagle Energy Tbk reported first half 20201 
production of 743,000 tonnes, 26 percent 
higher than last year’s corresponding 
period production of 590,000 tonnes.

Sales for the period also increased  by 
31 percent to 763,000 tonnes.

President Director Roza Permana Putra 
told a public expose on Tuesday that the 
company is on track to produce close to 2 
million tonnes this year.

The company  sold 71 percent of its 
production to the domestic market and the 
rest went to China, India and other Asian 
markets.

The company also reported first half 
of 2021 net profit of RP. 44.8 billion or 
around US$ 3.08 million from net loss of 
Rp. 7.09 billion or $500,000 a year ago.

Golden Eagle through its subsidiary 
Triaryani operates three producing coal 
concessions with a combined acreage of 
2,143-ha in South Sumatra, and through 
another subsidiary, PT Internasional Prima 
Coal operates a 3,238-ha concession in 
East Kalimantan which has also been in 
production since 2010.

PKN on track to achieve 
production target

North Kalimantan coal miner PT 
Pesona Khatulistiwa Nusantara (PKN) 
said that it has produced around 2 million 
tonnes of coal from January to July 2021 
or around 55 percent of 2021 production 
target. Director Rayendra Pradipta told 
Petromindo.Com that the company has 
also sold 1.99 million tonnes of coal 
during the period.

He said that the company is on track 
to produce 3.6 million tonnes and to 
sell 3.7 million tonnes  of coal this year. 
The company has been granted a 2021 
production quota addition from 3.3 million 

tonnes to 3.7 million tonnes.
The company sold the majority of its 

coal production to India and Thailand. The 
company produces two types of coal with 
CV of 3,400 Kcal/kg and 3,100 Kcal/kg AR.

Tata Power to divest  
overseas stakes

India’s largest integrated power 
firm Tata Power is planning to divest 
its overseas investments including in 
Indonesia coal mines as part of focus to 
develop power plants in India and to focus 
on renewable energy.

In a recent webinar held by India’s 
The Free Press Journal, CEO and 
Managing Director Praveer Sinha said that 
the company will divest overseas projects 
as it considered India offered bigger 
opportunities.

The company sold its power plant 
project in South Africa last year and 
plans to divest stakes in Zambia, Georgia 
hydropower plants, Sinha said.

In Indonesia Tata has a 30 percent 
stake in East Kalimantan coal miner 
PT Kaltim Prima Coal (KPC) and a 26 
percent stake in IDX-listed coal miner PT 
Baramulti Suksessarana Tbk. KPC is one 

of the biggest Indonesia coal miners with 
production capacity of around 60 million 
tonnes per annum.

Barasentosa’s H1 coal  
output at less than half of full-
year target

South Sumatra coal miner PT 
Barasentosa Lestari (BSL), a subsidiary 
of IDX-listed coal firm PT Golden Energy 
Mines Tbk (GEMS), produced 650,000 
tons of coal in the first half of this year, 
or 46 percent of the full-year target of 1.4 
million tons.

“We’ll try to reach the 1.4 million 
tons target by end of the year,” said 
GEMS President Director Bonifasius to 
Petromindo.com recently, but did not 
provide further details.

He said previously that BSL produced 
900,000 tons of coal last year. Meanwhile, 
GEMS Corporate Secretary Sudin 
Sudirman told Petromindo.com that the 
bulk of BSL’s output is dedicated for the 
export market.  “Around 62 percent of 
BSL’s output is for export market,” he said.

BSL exports its coal to neighboring 
countries of Thailand, Philippines, 
Cambodia as well as China and India. 
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P
T PLN Batubara (PLNBB), the 
coal subsidiary of state-owned 
electricity firm PT PLN, plans 
13 percent increase in coal sales 

volume this year compared to last year.
PLNBB said in its 2020 annual report 

published that the higher coal sales volume 
target this year is in line with PLN’s target 
of 3.5 percent increase in electricity sales 
in 2021. PLNBB, which operates own 
coal mines and purchases coal from other 
companies, is in charge of supplying 
coal for coal-fired power plants operated 
by PLN and its subsidiaries.   PLNBB 
through subsidiary PT PLN Batubara 
Niaga (BBN) has since last year also 
started supplying coal to independent 
power producers (IPPs).

According to the annual report, 
PLNBB last year supplied 24.94 million 
tons of coal to 50 coal plants owned by 
PLN and its subsidiaries.  The 2020 coal 
supply volume was a 3.83 percent increase 

compared to realized volume of 24.02 
million tons in the previous year.  BBN 
last year also supplied 1.36 million tons of 
coal to IPPs.

The realized 2020 coal supply volume 
came from both own mines and third 
party supplier.  Coal supply from own 
mines totaled 1.99 million tons from coal 
subsidiaries PT Jambi Prima Coal (JPC) of 
1.47 million tons, and PT Banyan Koalindo 
Lestari (BKL) of 523,312.85 tons.

According to the annual report, 
PLNBB last year signed coal sale and 
purchase agreements with a number of 
coal suppliers as follows.
1.  Kaltim Prima Coal: 4.8 million tons 

per year for a contract period of 1 
January 2021 - 31 December 2021. 
This is to supply 13 coal power plants 
(PLTUs) including Paiton Baru, 
Suralaya Baru, Indramayu, Telul 
Naga, Rembang, and Pacitan.

2.  PT Surya Mega Adiperkasa: 4.8 

million tons per year for the contract 
period 14 December 2020 - 31 
December 2021, to supply 11 PLTUs 
including Adipala, Indramayu, 
Labuan, Pacitan, and Pangkalan Susu.

 3.  PT Bhumi Rantau Energi: 1.7 million 
tons per year, contract period 14 
December 2020-31 December 2021, 
for 10 PLTUs including, Pulang Pisau, 
Barru, Paiton (PJB), and Tanjung 
Awar Awar.

4.  PT Tiga Daya Energi: 1.5 million tons 
per year, contract period 14 December 
2020-31 December 2021, for 6 PLTU 
locations including, Riau Tenayan, 
Tarahan Baru, and Pangkalan Susu.

5.  PT Arutmin Indonesia: 1.4 million 
tons per year, contract period 14 
December 2020-31 December 2021, 
for the supply of 12 PLTUs including, 
Pangkalan Susu, Tarahan Baru, Asam-
Asam, Labuan, and Indramayu.

The annual report said that realized 
sales revenue in 2020 was Rp 16.35 
trillion, or representing only 77.23 percent 
of the 2020 target of Rp 21.17 trillion due 
to weaker coal price.

Realized net profit in 2020 was Rp 
342.11 billion, or relatively flat compared 
to the PLNBB 2020 RKAP (work plan and 
budget) target of Rp 341.83 billion.

Meanwhile, net profit in 2021 is 
targeted at Rp 386.43 billion on higher 
coal sales target and lower expenses.

PLNBB target coal sales revenue this 
year to reach Rp 23.70 trillion in line with 
PLN’s target of 3.5 percent increase in 
electricity sales this year.

This 2021 projection is made with the 
assumptions of coal price of  Rp 761.1/
kilogram; rupiah exchange rate of Rp 
14,600 per 1 US dollar; domestic inflation 
rate of 3.9 percent; and the price of High 
Speed Diesel of Rp 6,144.6 per liter. 

PLN Batubara targets 13% increase in coal sales volume
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PLN to provide electricity for 
RI’s first national data center

State-owned electricity PT PLN has 
agreed to supply the required 993 MVA 
electricity for Indonesia’s first national 
data center to be set up at the Greenland 
International Industrial Centre (GIIC) 
in Kota Deltamas industrial estate, 
Cikarang, West Java Province.

PLN President Director Zulkifli 
Zaini said that the project requires a 
green and reliable electricity supply 
in line with the request of the global 
community.

“In accordance with the direction 
of the President of the Republic 
of Indonesia to make Indonesia an 
international data centers hub, PLN 
is ready to support the plan as well as 
possible,” said Zulkifli at the signing of 
the power supply cooperation agreement 
as quoted in a statement.

The agreement between PLN and 
GIIC was signed by PLN Business 
Directror for Java, Madura, Bali 
Region Haryanto WS, PLN Director of 
Commerce and Customer Management 
Bob Saril, PT Puradelta Lestari and 
PT Pembangunan Deltamas President 
Director Hongky Jeffry Nantung, as well 
as PT Pembangunan Deltamas Director 
Naritsugu Tomita.

In his opening remarks, 
Communications and Information Minister 
Johnny G. Plate said that electricity 
infrastructure readiness is vital to the 
readiness of data center infrastructure, 
as data centers businesses are effectively 
power supply businesses which require a 
constant supply of electricity.

Currently, Indonesia’s data center 
consumption is very low at 1 watt per 
capita, which translates to approximately 
270MW. In comparison, Japan has 
an average data center capacity 
consumption of 10 watt per capita, 
while Singapore has 100 watt per capita. 

To reach Japan’s level, Indonesia will 
require at least 2.7 GW of electricity just 
for its data centers.

 “This is an important collaboration 
as the Indonesian President hoped, 
which is a coordinated and cooperative 
effort. Synergies like this will result 
in a large-scale national efficiency, 
promoting high rates of national 
productivity,” Johnny said.

Through the collaboration, PLN will 
also supply electricity for 12 national 
and international data center developers 
in the GIIC area. To maintain reliability, 
the electricity will be supplied from 
two main sources that are adjusted 
with customer needs. Currently, the 
electricity reserve for Java and Bali is 
more than 50 percent capacity.

PLN to add 62 EV charging 
stations in remaining part  
of 2021

State-owned electricity firm PT 
PLN is seeking to add 62 units of EV 
battery charging station in the remaining 
period of this year to help realize its full-

year target to develop a total of 67 units 
of EV charging station.

PLN Director of Commerce and 
Customer Management, Bob Saril was 
quoted by news portal kontan.co.id as 
saying Wednesday that the utility is 
confident to be able to realize the full-
year target as tender to appoint EPC 
contractor and for the procurement of 
the required equipment for the project is 
already in progress.   

He said that the new 62 charging 
stations will be located in toll roads in 
Sumatra, Sulawesi, and Kalimantan.

PLN has so far developed 42 units of 
EV battery charging stations, including 
five developed in the first few months of 
this year, located in 17 cities.

PLN projected the number of EV 
charging stations in the country to reach 
168 this year, of which 101 units are 
expected to be developed by private 
companies.  The number is projected 
to jump to 3,273 units in 2027 and 
to double to 7,146 units in 2031 in 
line with rising population of electric 
vehicles. 

ELECTRICITYNEWS
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S
tate-owned electricity firm PT 
PLN said that 17,685 MW of 
power plant projects under 
the government’s 35,000 

MW power development program 
are currently in construction stage, or 
representing 48 percent of the total. 

Of the 17,685 MW projects, some 
14,073 MW are owned by independent 
power producers (IPPs) with the balance 
owned by PLN.

EVP Project Management Office of 
PLN, Hening Kyat Pamungkas said that 
of the total projects under construction, 
most are located in the Java, Bali and 
Madura (or Jamali) region of about 
11,735 MW.

“The majority of the power plants 
in the construction process are (located) 
in the Jamali region (Java, Madura, 
and Bali) of around 11,735 MW out 
of the total 18,503 MW (planned for 
Jamali region). So far, 5,448 MW have 
been operated. The remaining 1,320 
MW projects have not entered the 
construction process but have secured 
the PPA (power purchase agreement 
with PLN),” said Hening.

He said that of the planned 35,000 
MW power plant projects, around 
10.649 MW, or 30 percent, have 
already entered operation, of which 
3,881 MW are owned by PLN, and 
6,768 MW by IPPs.

Meanwhile, 6,063 MW of the 
power plant projects have secured 
the PPA but have not yet entered the 
construction stage.  Another four 
projects of 724 MW are in the planning 
stage, and 839 MW projects are still in 
the procurement process.

Hening said based on the region, 
of the total 9,555 MW projects to be 
developed in Sumatra, 4,500 MW are 
in the construction process, and 1,495 
MW are already operating. Another 
3,255 MW have not yet entered the 
construction process but have secured 
the PPA, and the remaining 221 MW are 
in the procurement process and 8 MW 
are in planning phase.

In Kalimantan, of the proposed 3,500 
MW projects, 1,420 MW have been in 
operation, 350 MW under construction 
phase, another 1,413 MW have not 
entered the construction process but 

have secured PPA, and the remaining 
218 MW are in the procurement process 
and 158 MW are in the planning phase.

In Sulawesi, of the proposed 2,647 
MW projects, 337 MW are under 
construction, 1,413 MW already 
operating, 76 MW have not entered  
construction process but have secured 
the PPA, and the remaining 235 MW are 
in the procurement process and 150 MW 
are in the planning stage.

And in Maluku, Papua, Nusa 
Tenggara regions, of the proposed 
1,697 MW projects, 328 MW are under 
construction, 873 MW are already 
operating, 165 MW in the procurement 
process and 331 MW in planning phase.

Director General of Electricity, Rida 
Mulyana previously said that one of the 
obstacles faced by IPPs in developing 
the power plant projects was funding.

The directorate and PLN are 
currently discussing this issue. “We 
have heard quite a few obstacles, one 
of which is funding. If it cannot be 
continued, we also need time to discuss 
further plans such as replacing the power 
plant project and so on,” he said. 

Over 11,000 MW of power plants in Jamali region under construction
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PLN: Power consumption 
up 4.44% driven by stronger 
demand from industries

State-owned electricity firm PT 
PLN said that electricity consumption 
reached 146 (Terra Watt hour) TWh 
in the January-July 2021 period, or 
increased 4.44 percent from the same 
period last year.

PLN said in a statement that 
indications of recovery from the impact 
of the peak of Covid-19 pandemic 
were seen in a number of sectors. For 
example, electricity consumption in the 
industrial sector grew by 9.93 percent. 
This indicates that the industrial sector in 
Indonesia has started to bounce back. On 
the other hand, power consumption in the 
household sector grew by 3.34 percent.

“This certainly indicates that 
Indonesia has started to emerge from 
the Covid-19 pandemic, and the 
economy has started to run,” said PLN’s 
Director of Commerce and Customer 
Management, Bob Saril in the statement.

Based on PLN data, the highest 
growth in electricity consumption in the 
industrial sector was seen in the iron and 
steel sub-sector at 21 percent, followed 
by automotive at 19.5 percent, textiles 
at 6.9 percent, plastics at 5 percent and 
food and beverages at 3.7 percent.

“For the business sector until July, 
it has not grown significantly. Even so, 
business sectors such as malls, shopping 
centers to the tourism sector are starting 
to show better growth,” Bob said.

The increase in electricity 
consumption can also be seen from 
the increase in peak electricity load, 
especially in the Java-Bali electricity 
system.  PLN said that in the first 
semester of 2021, the peak electricity 
load was above 27 thousand megawatts 
(MW) with the highest peak load 
occurring on June 8, 2021 at 27,335 
MW. Previously in 2020, the peak load 

of Java-Bali electricity was only at 26 
thousand MW.

To increase electricity sales, PLN 
said it will focus on strategies to boost 
demand which will be pursued through 
intensification effort and expanding the 
number of customers.

PLN seeks to complete  
6,608-ckm of transmission 
lines this year

State-owned electricity firm PT 
PLN is seeking to complete construction 
of a total of 6,608 circuit kilometers 
(ckm) of transmission lines this year.

As per August, 2,193-ckm of 
transmission lines comprising of 41 
projects scattered in several areas have 
been completed.

PLN EVP Project Management 
Office Hening Kyat Pamungkas said the 
transmission development target this 
year consisted of 500 kV transmissions 
with total length of 1,077 ckm, 275 
kV transmissions (548 ckm)and 150 
kV transmissions (4,982 ckm).   The 

transmission line development is part 
of the government’s 35,000 MW power 
plant development program.

“For this year, there are 160 
transmission projects in total. The Jamali 
(Java, Madura, Bali) region has the most 
(projects), about 60 projects with a total 
length of 3,652 ckm. As of last August, 
41 transmission projects have been 
completed, the locations are scattered.   
The remainders will be completed through 
to end of the year,” he said virtually.

He explained that the second largest 
is Sumatra with35 projects with a 
transmission length of 5,448 ckm. Then 
Sulawesi with 24 projects (1,510 ckm), 
Kalimantan 21 projects (2,249 ckm), 
Nusa Tenggara 10 projects (381 ckm), 
Maluku 7 (1,057 ckm), and Papua with 
three projects (108 ckm).

“Meanwhile, for the construction of 
substations this year, there are a total 
of 230 projects or around 16,063 MVA. 
And as of August, 31 projects have 
been completed, around 1,500 MVA,” 
said Hening. 

[ELECTRICITYNEWS]
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PLN eyes nuclear power plant 
to help meet future demand

State-owned electricity firm PT 
PLN is looking at nuclear power plant 
potential to help meet the country’s 
future growing power demand as coal 
power plants will be retired.

Suroso Isnandar, a General Manager 
at PLN’s Java, Madura and Bali 
Regional Office, said that the country’s 
power consumption currently stands at 
300 TWh, and is projected to jump to 
1,800 TWh in 2060.

To help meet future demand, aside 
from massive development of renewable-
based power plants, the development of 
nuclear power plant is an option.

 “Renewable-based power plants 
could become base load plants, although 
it would not be easy because of their 
intermittent characteristic.  As such 
battery it will have to be equipped with 
battery, whose quality must be able 
to last for at least 30 years.  However, 
the battery quality currently in the 
market can only last for five years, and 
they must be imported.  Currently the 

(domestic battery) industry is being 
prepared,” he said at a recent webinar.

Suroso said that aside from 
developing renewable-based plants, 
the country must also develop nuclear 
power plant as coal-fired power plants, 
which function as base load plants, will 
have already been entirely terminated 
by 2060.

“At least nuclear power plants with 
a capacity above 10 MW will be needed 
in 2040. If it is more than that year, it 
will be too late because our commitment 
in 2060 coal plants will all have been 
decommissioned, this (nuclear power 
development) needs to be prepared,” 
said Suroso.

He said the characteristics of nuclear 
plants needed in Indonesia are those 
equipped with small modular reactor 
(SMR) technology, which is currently 
being used in several countries. SMR 
technology is considered more flexible, 
and a cost-effective energy alternative. 
In addition, it must also be equipped 
with a passive safety system security 
feature, which in the worst conditions 

does not require an external power 
supply to secure nuclear power.

“Besides that, it (must) certainly (be) 
economical, if the price can be below 
other power plants, why not. Whether 
to use uranium, thorium or others it will 
need to be seen from the availability 
and capabilities that can be developed. 
Technology and safety are also 
number one. We’ll see what Thorcon’s 
prototype looks like, judging from the 
characteristics, it is close,” said Suroso.

PLN says some IPPs agree 
to push back COD, lower 
capacity factor

State electricity firm PT PLN 
(Persero) has reached deals with  
Independent Power Producers (IPPs) to 
push back Commercial Operations Date 
(COD) of several new power projects 
and to lower capacity factor of some 
coal-fired power plants to help ease 
PLN’s financial burden over take-or-
pay obligation as the company is facing 
power surplus due to pandemic and over 
optimistic planning.

Director for Commercial and 
Customer Management Bob Saril was 
quoted by media on Tuesday that PLN 
has reached an agreement with PT 
Bhimasena Power Indonesia (BPI), the 
operator and owner of the Batang 2 x 
1,000 MW power plant in central Java to 
push back COD. He did not give details 
about the new COD schedule. 

Earlier in August 2021, PT Adaro 
Energy said that the construction of 
the Batang project was already 95.6 % 
completed as per the end of June and 
will achieve COD in early 2022.

BPI is controlled by a consortium 
comprising J-Power (34%) PT Adaro 
Power (34%) and Itochu Corporation 
(32%). Saril did not disclose names of 
other IPPs that have already agreed to 
pushback COD or lower capacity factor. 
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Coal Fired Power Plant (CFPP) retirement timeline 
Towards cleaner energy program of the electricity utility 

2060

2055

2050

2045

2040

2035

2030

2025 

2021

Replacement CFPP Plan 1st 

Phase of 1,1 GW with RE 
Baseload Power plant 

Retirement of 
Subcritical CFPP 
2nd Phase (9 GW)

Retirement of the last 
Ultra Supercritical CFPP 
1st Phase (5 GW) 

Replacement Plan 
of Ultra Supercritical 
CFPP 1st Phase (24 GW)

Retirement 
of Ultra 

Supercritical 
CFPP gradually 

(2045-2056) 

Retirement of Subcritical 
CFPP 1st Phase (1 GW) 

Sowce: PT. PLN Pesero 

Retirement of 
Supercritical CFPP 
(10 GW) 
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Govt to accelerate exploration 
of rare earth minerals

The government will accelerate 
exploration of the country’s rare earth 
minerals potential, Director General 
of Mineral and Coal at the Ministry of 
Energy and Mineral Resources Ridwan 
Djamludin said at a webinar.

“The government has formed a 
rare earth-based industry development 
team and accelerated the Presidential 
Instruction (Presidential Instruction) for 
the downstreaming of rare earth metals,” 
he said as quoted by state news agency 
Antara.

Ridwan said that Indonesia has at 
least 28 locations that store rare earth 

minerals with exploration potential.
According to a book entitled ‘The 

Potential of Rare Earth Metals in 
Indonesia’ published by the ministry’s 
Geological Agency in 2019, the rare 
earth resources that were successfully 
researched were found in locations rich 
in tin resources, such as the Riau Islands, 
Bangka Belitung Islands, and southern 
part of West Kalimantan. In addition, 
it is also found in several areas such as 
Parmonangan, North Sumatra; Ketapang, 
West Kalimantan; Taan, West Sulawesi; 
and Banggai, Central Sulawesi.

Ridwan said that China is the largest 
producer of rare earth metals in the world 
with a production rate of 84 percent, 

followed by Australia with 11 percent, 
Russia with two percent, India and 
Brazil with one percent, and a few other 
countries.

According to him, Indonesia has little 
rare earth metals resources. However, the 
government will maximize this potential 
so that it can become a source of energy 
that can drive the national economy in 
the future.

In Indonesia, there are several 
state-owned enterprises that are actively 
involved in the utilization of rare 
earth metals, including PT Dirgantara 
Indonesia, PT PAL, PT Pindad, PT 
Dahana, PT Krakatau Steel, PT Barata 
Indonesia, PT Boma Bisma indra, PT 
KAI, and PT Telkom.

Antam prepares 
decarbonization plan in 
FeNi smelting

IDX-listed mining firm PT Aneka 
Tambang Tbk (Antam) has prepared 
decarbonization plan as an effort to slash 
down carbon emission of its ferronickel 
smelter in Pomalaa, South Sulawesi 
Province.

Anton Herdianto, Finance and Risk 
Management Director of Antam said that 
the company is currently studying the 
use of gas as fuel for power plant in the 
ferronickel smelter, switching from the 
current coal-fired power plant and diesel-
fired power plant.

“We have a decarbonization plan in 
the FeNi smelter. One of the measure is 
to retrofit (adjustment) into gas which is 
a more eco-friendly energy source. We 
are now in the process to study it (the 
use of gas),” Anton told public expose 
without elaborating.

He said that the company has 
previously allocated a budget to use gas 
as fuel for the power plant in Pomalaa 
but then was delayed due to the low price 
of diesel and coal. 
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I
DX-listed mining company PT 
Aneka Tambang Tbk (Antam) said it 
is still seeking for a partner to realize 
the nickel smelter project in West 

Papua Province.
“Our strategy is that it would be 

better if we have partner. We will discuss 
with the potential partner in developing 
the smelter at any location,” Anton 
Herdianto, Director of Finance and Risk 
Management of Antam, said in a virtual 
press conference.

He said that the company has set 
three criteria for the would-be partner 
including financing and technology 
capacity as well as market access.

State-controlled Antam signed in 
April of 2020 a heads of agreement 
(HOA) with China’s ferronickel alloys 
maker Shandong Xinhai Technology 
Co Ltd for the planned development of 
a nickel smelter project on Gag Island, 
West Papua Province.

Antam said that through the HOA, 
the two companies will cooperate in 
designing the feasibility study and in 
making preparations in relation to the 
proposed project.

Antam has previously said that the 
nickel smelter will use the rotary kiln 
electric furnace (4x48 MW) technology, 
with initial capacity of 40,000 TNi per year.   
The company initially planned to start 
construction of the smelter project in 2020.

The nickel smelter would get the 
required nickel ores supply from Antam’s 
subsidiary PT Gag Nikel, which owns a 
nickel concession on Gag Island, which 
holds 39.54 million wet metric tons of 
saprolite reserves (1.8 – 1.9 percent of 
Ni) and 160.08 million wet metric tons 
of saprolite resources (1.8 – 2.0 percent 
of Ni). It also has 8.22 million wet metric 
tons of limonite reserves (1.5 percent of 
Ni) and 154.36 million wet metric tons of 
limonite resources (1.4 percent of Ni).

The company also said that its 
smelter grade alumina (SGA) refinery 
project in Mempawah, West Kalimantan 
Province, has suffered delays primarily 
due to the pandemic.

“The (construction) work on the 
smelter grade alumina refinery has been 
delayed, especially because of Covid-19.  
Some workers and the work process are 
hampered,” said Antam’s Director of 

Finance and Risk Management Anton 
Herdianto said on Thursday as quoted 
by news portal bisnis.com, but did not 
provide further details.

State-owned aluminum maker PT 
Inalum said previously that the SGA 
refinery project was expected to be 
completed in 2023, a delay from the 
initial plan of 2022.

The smelter grade alumina refinery 
project is owned by PT Borneo Alumina 
Indonesia (BAI), a joint venture between 
state-controlled Antam and Inalum.  BAI 
has appointed IDX-listed engineering and 
construction firm PT PP Tbk and China 
Aluminum International Engineering 
Corp as the EPC contractor of the project.

The estimated US$850 million phase 
1 alumina refinery will have installed 
production capacity of 1 million tons of 
alumina per year. 

The project is considered as strategic 
for the country, which holds the world’s 
largest bauxite deposits, as it would 
allow the country to process bauxite into 
alumina and thus reducing dependency 
on imported alumina to produce 
aluminum. 

Antam still seeking partner to develop nickel smelter project
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Vale hopes to secure Amdal 
license for HPAL smelter 
project next year

IDX-listed integrated nickel mining 
firm PT Vale Indonesia Tbk said it is 
currently in the process of revising the 
environmental impact assessment study 
(or Amdal) of its proposed HPAL smelter 
project in Pomalaa, Southeast Sulawesi 
Province, and hopes to conclude it next 
year to secure the Amdal license.

“It (the Amdal amendment) is 
expected to be concluded early next 
year,” said Vice President Director 
of PT Vale, Ardiansyah Chaniago to 
Petromindo.com. 

Ardiansyah said that the Amdal 
revision is made due to complexities 
of the High Pressure Acid Leaching 
(HPAL) smelter project.

PT Vale President Director Febriany 
Eddy said earlier the company expected 

construction of the estimated US$2.6 
billion HPAL smelter project could start 
by the end of next year or early 2023.

Timah focuses capex to 
complete tin smelter project

IDX-listed tin giant PT Timah 
Tbk said that construction progress of 
its new tin smelter project in Bangka 
Belitung Islands Province has now 
reached 64 percent as the company 
expects to complete the project next year.

Timah Finance Director Wibisono 
was quoted by news portal bisnis.com as 
saying that the company has spent most 
of the Rp 1.9 trillion capital expenditure 
(capex) plan this year for the new 
smelter project.  

“This is related to the smelter project.  
As per August 64 percent (of the capex) 
has been realized,” he said, adding that 
the construction progress of the smelter 

project is also about the same.
Timah is developing a new tin 

smelter, or also known as top submerged 
lance (TSL) Ausmelt furnace, in Muntok, 
Bangka Barat Regency, Bangka Belitung 
Islands Province.  President Director Riza 
Pahlevi said in March that the project 
was targeted to be completed in the first 
quarter of next year.

Pahlevi said that TSL Ausmelt 
technology marks a new technology 
transformation in tin processing as the 
advanced technology would allow for 
reduced production cost and is more 
environmentally friendly.

The TSL Ausmelt furnace can 
process tin ore concentrates with purity 
of ≥ 40% Sn, and has capacity of 40,000 
tons of crude tin per year, or 35,000 tons 
of tin ingot per year.

UT in negotiation talks for 
mine acquisition

IDX-listed heavy equipment and 
mining firm PT United Tractors Tbk 
(UT) said it is currently engaged in 
negotiation talks to acquire a mineral 
mine to realize the planned expansion of 
its mining business.

“There’s one (acquisition) target 
which is very close or in negotiation 
stage,” said UT President Director Frans 
Kesuma to petromindo.com, but did not 
provide further details about the target.

UT has been seeking to expand 
its mining assets including through 
acquisition. 

Frans said that the company has 
also reviewed a number of potential 
targets.  He added that the company 
is particularly interested to acquire 
gold and other mineral mines such as 
polymetallic, lead and zinc mines as part 
of expansion strategy.

“We are interested in any kind of 
minerals. We prefer mines that are 
already in production,” he said. 

[MINERALNEWS]
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Nickel Mines announces 
$150m Notes issuance 
completion

ASX-listed nickel miner and 
smelter Nickel Mines Limited  
announced the completion of a US$150 
million ‘tap’ issuance (New Notes) of its 
existing Senior Unsecured Notes at an 
interest rate of 6.50%, maturing 1 April 
2024 (Existing Notes). The proposed 
New Notes constitute a further issuance 
of and shall be consolidated with the 
Existing Notes to form a US$325 million 
single series of notes (Notes).

By increasing the total quantum of 
Notes outstanding and by extending the 
issue to include qualified institutional 
buyers in the USA pursuant to Rule 144A 
(the Existing Notes were Regulation S 
only), the Company has been able to 
further improve the spread and liquidity 
of the Notes, thereby improving the 
performance of the Company’s Notes in 
the bond market, the company said.

Funds from the issue of the New 
Notes will be used for working capital 
and general corporate purposes, 
bolstering the Company’s treasury.

Commenting on the completion of 
the Company’s bond tap issuance, Mr 
Peter Nightingale, Executive

Director and Chief Financial Officer 
said: “This tap issue completes the 
inaugural note issuance initiated by 
the Company in April 2021. Whilst 
the Company’s existing cash reserves 
and budgeted cash flows meet the 
US$210 million funding requirement 
to increase its ownership of the Angel 
Nickel Project, which will more than 
double the Company’s nameplate nickel 
production capacity after commissioning 
in 2022, from 50% already owned to 
80%, this tap allows the Company to 
maintain a healthy treasury balance. 
Further, the Company continues to be 
very conservatively geared with a gross 
debt ratio of only 1.7 times EBITDA 
for the past year, well positioning the 
Company to manage potential future 
opportunities.”

Nickel Mines operates a nickel mine 
in Morowali, Central Sulawesi and two 
RKEF smelters already in production, 
namely Hengjaya and Ranger projects 
and another  smelter currently in North 

Maluku currently in construction called 
Angel project.

IAA appoints Rekind as 
EPC contractor of secondary 
aluminum smelter

PT Indonesia Aluminum Alloy 
(IAA), a subsidiary of state-owned 
aluminum maker PT Inalum, has 
appointed state-owned engineering and 
construction firm PT Rekayasa Industri 
(Rekind) as the EPC contractor for the 
revamping of its secondary aluminum 
billet production facility in Kuala 
Tanjung, North Sumatra Province.

IAA said in a statement that it had 
signed the EPC contract with Rekind on 
Monday in a virtual ceremony attended 
by top officials of the two companies.  

IAA said that it expected ground-
breaking of the project to be held in 
October 2021 in the hope it could be 
completed in the fourth quarter of next 
year. The secondary aluminum billet 
smelter will have production capacity of 
50,000 tons per year, of which the output 
will be both sold in the domestic and 
export markets. 
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Timah faces difficulty in 
getting technology for rare-
earth plant

IDX-listed tin giant PT Timah 
Tbk acknowledged that it is facing 
difficulties in getting commercially 
proven technology to realize its rare-earth 
mineral processing plant project.

Timah Director of Business 
Development Alwin Albar was quoted by 
Antara as saying that the commercially 
proven technology to produce rare-
earth minerals from monazite, an 
accompanying mineral of tin ore mining, 
is currently controlled by China.

“We need government support to 
obtain the downstream technology, so 
that the associated mineral in tin ore can 
be managed and have a positive impact 
on national economic growth, especially 
Bangka Belitung,” he said.

As has been previously reported, 
Timah is planning to develop a monazite 
processing plant in Bangka Barat 
Regency, Bangka Belitung Islands 
Province, which will separate rare-
earth minerals and radioactive elements 
uranium or thorium from monazite 
mineral, to produce rare earth hydroxide 
and rare earth carbonate.   The company 
has been seeking for a foreign partner 

that has the required technology.
Alwin said that once the technology 

is available, Timah is ready to develop 
the monazite processing plant with 
feedstock capacity of around 1,000 tons 
per year.

PAMA eyeing to acquire new 
mineral mines

Indonesia’s biggest mining contractor 
company, PT Pamapersada Nusantara 
(PAMA) is eyeing to acquire new 
mineral mines as part of the company’s 
business diversification strategy.

“We are preparing business 
diversification for the future, other than 
gold. Be it copper or other minerals,” 
President Director of Pamapersada, Frans 
Kesuma told a webinar.

He said that the company is also still 
conducting studies to explore business 
diversification overseas.“We are also 
studying diversification process into 
renewables such as hydro power and 
solar PV,” he said.

Pama started diversifying business 
into gold mining by acquiring gold mining 
companies PT Sumbawa Jutaraya in 2015, 
and PT Agincourt Resources in 2018.

The company has also entered the 
power generating business by building a 

mine mouth power plant through Energi 
Prima Nusantara in 2018, and Tanjung Jati 
B coal-fired power plant project, which is 
expected to start operation in 2022.

Tianshan eyeing Indonesia 
bauxite mine acquisition

Shenzhen Stock Exchange-listed 
aluminium producer Tianshan Aluminum 
Group Co., Ltd. announced that it has 
signed a “Cooperation Intent Agreement” 
with an undisclosed Indonesian bauxite 
mining company.

Under the deal, Tianshan will acquire 
at least 49 percent shares in the target 
company. The target company holds 
100% equity of mining companies 
covering a total area of about 30,000 
hectares.

The company said that the deal 
will be followed with a comprehensive 
due diligence, audit and exploration 
evaluation, and further negotiation based 
on the relevant results. The final terms 
are subject to the signing of a formal 
cooperation agreement.

The company said it will make 
upfront payment of US$ 3million to the 
target as “sincerity money”, which will 
not be refunded if Tianshan decides not 
to proceed with the deal. 

[MINERALNEWS]
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Sihayo advances N. Sumatra 
gold project

ASX-listed gold mining firm Sihayo 
Gold Limited reported that it has made 
significant progress advancing the 
Sihayo Starter Project in North Sumatra 
to “shovel ready” project status once 
permitting and financing are in place.

The company said it has progressed 
significant early works as well as Project 
Optimisation Studies aimed at de-risking 
project construction, commissioning and 
operations as well as identifying upside 
opportunities.

Early works for the Sihayo Starter 

Project focused on developing access to 
the mine “front gate” which is coordinated 
by Merdeka Mining Servis, a subsidiary 
of PT Merdeka Copper Gold Tbk.

The primary components of the early 
works program include: upgrades to 
the Government Access Road (GAR), 
construction of the bridge over the Batang 
Gadis River, construction of pioneering 
facilities in Malintang and upgrades to 
the existing Sihayo exploration camp 
Government Access Road.

The GAR provides a connection 
from the Trans Sumatra Highway to the 
mine front gate. Upgrades to the GAR 

have now largely been completed. The 
program included an extensive land 
acquisition program, road widening and 
resurfacing to enable heavy equipment to 
travel to site, plus roadside drainage, the 
company said.

The company also reported that it has 
commenced discussion with potential 
lenders regarding debt financing for 
the Sihayo Starter Project and has also 
commenced strategic review for other 
potential sources of funding, which 
includes the possibility of bringing 
in a strategic partner to help fund and 
construct the project.

The company is developing the 
Sihayo starter project which is expected 
to produce 635,000 ounces of gold over 8 
years of mine life with first gold expected 
in 2023 with an estimated investment of 
US$ 144 million.

Sihayo Gold owns a 75% shares 
in PT Sorikmas Mining which in turn 
holds the Sihayo-Pungkut 7th Generation 
CoW.  PT Aneka Tambang Tbk is the 
Company’s joint venture partner with 
25% shares.

Glencore ups stake at Cita 
Mineral

Switzerland-based global commodity 
trader Glencore has increased its shares 
in IDX-listed bauxite miner and alumina 
smelter PT. Cita Mineral Investindo 
Tbk to 30 percent.

According to Glencore’s 2021 Half 
Year Report issued last month, the 
transaction took place in 2020. In 2019 
Glencore has 18 percent stake in Cita 
Mineral. Glencore said the carrying value 
for Cita Mineral as per June 30, 2021 was 
US$ 163 million.

Cita Mineral operates a bauxite 
mining in West Kalimantan and a 
smelter grade alumina refinery through 
its associate company PT Well Harvest 
Winning alumina Refinery. 
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Baru Gold completes  
majority of Phase One land 
acquisition plan

Canadian mining firm Baru Gold 
Corp announced it has completed 
acquisition of majority of the Phase 
One land requirement to start the initial 
mining production process at its Sangihe 
gold mining project in Indonesia’s North 
Sulawesi Province.

Baru said in a statement that the 
acquisition of the remaining hectares is 
expected to be completed over the next 
30 days.

The company said the initial land to 
be acquired is more than sufficient for the 
first phase of the operational plan. The 
processing operations will start with two 
heap leach pads, it added.

“The company is pleased to achieve 
this major milestone while navigating the 
delays and shutdowns associated with the 
latest impact of COVID-19,” Baru said in 
the statement.

The company said construction of 
the mine operation is soon to commence 
while it awaits the arrival of key staff and 
equipment onto Sangihe Island.

The Sangihe gold-silver mining 
project on Sangihe Island, North 
Sulawesi Province, is owned by PT 
Tambang Mas Sangihe, which is 70 
percent controlled by Baru. Other 
shareholders are PT Sungai Belayan 
Sejati (10%), PT Sangihe Prima Mineral 
(11%), and Sangihe Pratama Mineral 
(9%).  The mine has an existing National 
Instrument 43-101 inferred mineral 
resource of 114,700 indicated and 
105,000 inferred ounces of gold.

According to the company’s 
presentation released in March 2021, 
Baru started construction of  heap leach 
facility  in the first quarter of this year 
and would achieve gold pour in June 
2021 with production target of 1,000 
ounces per month by the end of 2021. 

Production will ramp up to  4,000 ounces 
per month  after 24 months of production. 

Sumbawa Jutaraya starts 
construction stage of gold 
mining project

PT Sumbawa Jutaraya, which is 
an indirect subsidiary of IDX-listed 
heavy equipment and mining firm PT 
United Tractors Tbk (UT), has started 
construction stage of its gold mining 
project in West Nusa Tenggara Province 
in the hope it could start production in 
the next 2 years.

“Currently, Sumbawa Jutaraya is in 
the construction stage and is expected to 
start production in the next 2 years,” Sara 
K. Loebis, Corporate Secretary of UT 
said to petromindo.com.

Sumbawa Jutaraya, which owns a 
8,697-ha concession in Ropang District, 
Sumbawa Regency, West Nusa Tenggara 
Province, had conducted exploration 
activities from 2015 to 2020. “The 
exploration result shows that the gold 
reserves are economically feasible to be 
developed,” she said.

Sumbawa Jutaraya recently obtained 
fresh loan from one of its shareholders, 
PT Pamapersada Nusantara (PAMA), of 
US$100.55 million. “The loan is mostly 
dedicated to finance the construction 
stage,” Sara said.

Sumbawa Jutaraya is a subsidiary 
company of PT Danusa Tambang 
Nusantara, which holds 60 percent 
of share, and PAMA, which owns 40 
percent of share. 

[MINERALNEWS]

Ba
ru

 G
ol

d



COALMETAL ASIA SEPTEMBER 28 - OCTOBER 28, 2021 47

Freeport, BMS in E. Java  
port construction and 
operations deal

IDX-listed fuel distributor and 
logistics firm PT AKR Corporindo 
Tbk reported that its affiliate PT Berlian 
Kawasan Manyar Sejahtera (BMS) 
operator of JIIPE Manyar Sea Port and 
copper and gold miner  PT Freeport 
Indonesia (PT-FI) have signed agreement 
for port facilities in JIIPE Sea Port in 
Manyar, Gresik, East Java.

PT-FI  which is building 1.7 MTPA 
copper smelter and precious metal 
refinery in Java Integrated and Industrial 
Port Estate (JIIPE- SEZ)   intends to use 
the port jetty facility to be constructed 
by BMS for loading and unloading of 
PT-FI’s goods exclusively including 
installation of  equipment to support 
loading and unloading activities of PT-
FI’s vessels.

Freeport is building copper smelter 
and refineries (CSR) as well as ancillary 
infrastructure and related including 
power, oxygen, water and sewage 
treatment, conveyor lines and pipelines 
and PT-FI Pier, to process copper 
concentrate and produce copper cathode 
and by-products; PT-FI precious metal 
refinery to be constructed shall process 
anode slimes produced by CSR as a by-
product of copper concentrate processing.

To support the operation of these 
facilities BMS will build facilities  such 
as wharf structure for PT-FI Jetty, Piers, 
Trestle, Bridge and Seawater Intake 
Building on BMS Reclamation which has 
already been completed; BMS shall also to  
operate the PT-FI Wharf to handle all the 
vessels of PT-FI for the Smelter Project.

The Agreement for construction and 
use of BMS Infrastructure was signed 
on September 3rd 2021 for a period of  

40 years, whereby BMS grants PT-FI 
the exclusive right to use and access the 
BMS infrastructure during that period to 
support the construction and operation 
of the Copper Smelter and Precious 
Refinery project in the JIIPE Gresik SEZ.

SEZ JIIPE Gresik, East Java is a joint 
venture between AKR and PELINDO 
III and is one of major Public Private 
Partnership in Indonesia.   It is built with 
a total area of 3,000 ha that comprises an 
industrial area of 1,761 ha, a deep seaport 
of 400 ha, and a modern residential area 
of 800 ha.

GNI to invest up to  
$3b in C. Sulawesi nickel 
smelter project

PT Gunbuster Nickel Industry (GNI) 
said it will invest up to US$3 billion at its 
nickel smelter project in North Morowali, 
Central Sulawesi Province.

GNI Founder, Tony Zhou Yuan said 
that the company’s ferronickel smelter 
project is part of the national strategic 
project, and aims to meet growing global 
demand for the metals.

 “PT GNI plans to invest around 
$3 billion to develop 24 ferronickel 
production lines and 1,115 MW coal-
fired power plant, with production 
capacity of 2 million metric tons (per 
year),” said Tony in a statement as 
quoted by news portal suara.com.

He added that the GNI nickel smelter 
project will apply the most advanced 
and environmentally friendly rotary kiln 
electric furnace (RKEF) technology that 
can produce nickel pig iron with nickel 
content of 10-12 percent.

Petromido.com reported in June 
that GNI’s first phase nickel smelter 
with six production lines is expected to 
start production in September of this 
year, according to Secretary General of 
Indonesian Nickel Miners Association 
(APNI) Meidy Katrin Lengkey. C
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Mitra Murni plans nickel 
smelter in E. Kalimantan

PT Mitra Murni Perkasa plans to 
develop a nickel smelter at the Kariangau 
industrial estate in the port city of 
Balikpapan, East Kalimantan Province.

This was revealed by Mitra Murni 
Commissioner Andrew Hidayat during 
the handing over of 1,000 units of pulse 
oximeter aid to the Balikpapan city 
administration as reported by local news 
portal kaltimkece.id.

Andrew said that once the required 
permits have been completed, the 
company hopes to start construction of 
the first phase of the smelter project in 
October of this year with a target to be 
complete it in March 2023.

He did not provide further details 
about the proposed nickel smelter, 
saying only that the output will be either 

exported to EV batter makers in China 
and South Korea, or sold to domestic EV 
battery industry currently being planned 
by state firms and foreign partners.

IDNTimes.com quoted Andrew as 
saying that total investment for the nickel 
smelter project is estimated at Rp 6.5 
trillion.

He said that the company decided 
to select Balikpapan as the location for 
its nickel smelter project because of the 
local human resources potential and the 
ideal condition of the Kariangau Port for 
smelter industry.

The Mayor of Balikpapan, Rahmad 
Masud, fully supports MMP’s nickel 
smelter plan. “There are 5,000 hectares 
of land in Kariangau (estate) for 
industry. Please, anyone can enter. But 
of course they must have complete 
permits,” he said.

Timah confident to realize 
2021 production target

IDX-listed tin giant PT Timah Tbk is 
optimistic to be able to realize its tin ore 
production target this year of 30,000 tons, 
providing confident to deliver stronger 
financial results.

The production of tin ore until the 
first semester of 2021 only reached 
11,457 tons, decreased by 54 percent 
compared to 25,081 tons in the same 
period of last year. Meanwhile, until 
the end of 2020, the company’s tin ore 
production reached 39,757 tons.

“We are optimistic that we will 
reach 30,000 tons by the end of the year. 
We produced 5,000 tons (of tin ore) 
in the first quarter of 2021, then in the 
second quarter it rose again. We believe 
it will continue to grow with a peak in 
the fourth quarter of 2021,” Corporate 
Secretary Abdullah Umar Baswedan said 
as quoted by bisnis.com.

Meanwhile, tin metal production 
tumbled 57 percent to 11,915 tons in the 
first half of this year compared to 27,833 
tons in the corresponding period of last 
year.  Tin metal sales dropped 60 percent 
to 12,523 tons in the first half of this year 
from 31,508 tons in the same period of 
last year.

As has been reported earlier, the 
weaker operating performance in the 
first half of this year has caused Timah’s 
revenue in the period to fall by 27 percent 
to Rp 5.87 trillion from Rp 8.03 trillion 
in the same period of last year. 

However, lower cost of revenue 
and stronger tin metal price has allowed 
the company to deliver net profit of Rp 
270.06 billion in the first half of this 
year, compared to a net loss of Rp 390.07 
billion in the same period of last year.

Timah’s average selling price in the 
first half of this year increased by 69 
percent, year-on-year, to US$27,858 
per ton. 
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P
EFINDO has assigned its 
“idA+” rating to PT Medco 
Energi Internasional Tbk’s 
(MEDC) proposed Shelf 

Registration Bond IV Year 2021 with a 
maximum amount of IDR5 trillion with 
the first phase of IDR1 trillion, comprising 
of series A and Series B that will due in 36 
months and 60 months, respectively. The 
proceeds mostly will be used to refinance 
its outstanding bonds due in 2022 and 
finance its working capital. PEFINDO has 
also affirmed its “idA+” ratings for PT 
Medco Energi Internasional Tbk (MEDC) 
and its outstanding debt issuances. The 
Company will repay its maturing Shelf-
Registered Bond II phase II tranche 
B amounting to IDR701.0 billion on 
September 30, 2021 using funds already 
secured in the escrow account. As of 
March 31, 2021, MEDC had cash and cash 
equivalent of USD694.1 million (including 
USD189.7 million restricted time deposit 
and cash in banks). The outlook for the 

corporate rating is “stable”.
An obligor rated idA has a strong 

capacity to meet its long-term financial 
commitments relative to that of other 
Indonesian obligors.

However, the obligor is somewhat 
more susceptible to the adverse effects of 
changes in circumstances and economic 
conditions than higher-rated obligors. 
The Plus (+) sign indicates that the rating 
is relatively strong within the respective 
rating category.

Debt security rated idA indicates 
that the obligor’s capacity to meet 
its long-term financial commitments 
on the debt security, relative to other 
Indonesian obligors, is strong, however, 
the debt security is somewhat more 
susceptible to adverse effects of changes 
in circumstances and economic conditions 
than higher-rated debt. The Plus (+) sign 
indicates that the rating is relatively strong 
within the respective rating category.

The rating reflects MEDC’s 

diversified assets, favorable oil and 
gas reserves, and good operating 
management. The rating is constrained by 
its moderate capital structure, moderate 
cash flow protection measures, and 
inherent risks related to the commodity-
based sectors.

The rating will be raised if MEDC 
significantly improves its capital 
structure as reflected by debt to EBITDA 
at less than 3.5x on a sustainable basis, 
supported by its deleveraging plans and 
potential improvement in its profitability 
on the back of efficiency efforts and 
expected improved commodity prices, 
in addition to portfolio rationalization 
and strategic partnerships to finance 
its further development of PT Amman 
Mineral Nusa Tenggara (AMNT). 
The rating will be lowered if MEDC 
fails to execute its corporate actions 
and initiatives and/or it incurs higher 
than projected debt without being 
compensated by a stronger business 
profile, which could weaken its capital 
structure and cash flow protection 
measures on a sustained basis. The 
rating could also be under pressure if 
commodity prices decline, which could 
affect its revenue and profitability.

MEDC is a publicly listed, integrated 
energy and natural resources company, 
with three main businesses in its core 
business of oil and gas exploration and 
production (E&P) activities in Indonesia, 
the Middle East, North Africa, and 
Southeast Asia; power generation; 
and mining. In 1Q2021, 92.4% of its 
revenue was generated from oil and gas, 
followed by the power business at 7.3%, 
and others at 0.3%. At the end of March 
2021, its shareholders were PT Medco 
Daya Abadi Lestari (51.6%), Diamond 
Bridge Pte Ltd (21.5%), PT Medco Duta 
(0.2%), management (0.6%), and public 
(26.1%). 

PEFINDO: Medco Energi proposed shelf  
registration bond IV rated “idA+”



COALMETAL ASIA SEPTEMBER 28 - OCTOBER 28, 202150

[MINERALNEWS]

Metso Outotec appoints 
Trakindo Utama as 
aggregates solution 
distributor

Finnish mining  technology and 
services provider Metso Outotec has 
appointed heavy equipment 
distributor PT Trakindo Utama as a 
distributor for aggregates solutions in 
Indonesia as of September 2021 onwards.

Trakindo Utama will provide Metso 
Outotec’s track-mounted, wheel-
mounted, and stationary crushers and 
vibrating equipment, crusher wear 
parts and screening media, as well as 
commissioning and aftermarket services 
including technical support and service 
contracts for aggregate quarries and 
contractors in Indonesia.

The scope of the contract includes 
for example the following Metso Outotec 
aggregate crushing and screening 
solutions; Lokotrack® and Nordtrack™ 
mobile crushers and screens, Nordberg© 

C-Series jaw crushers and Nordberg® 
HP™ Series cone crushers, Premier™ 
and Compact™ Series screens, Metso 
Outotec Truck Body™ and Trellex® 
screening media.

Trakindo Utama has an extensive 
network of more than 60 branches and 
more than 6,000 employees throughout 
the country.

Harita’s smelters rely on 
group own mines for nickel 
ore supply

Most of the nickel ore supply to 
Harita’s ferronickel and high-pressure 
acid leaching (HPAL) smelters comes 
from the group’s own nickel mines on 
Obi Island, North Maluku Province, the 
company said.

“Most of nickel (ore) supply comes 
from our mines. It’s more practical since 
the nickel mining sites and smelters are 
in one area,” Anie Rachmi, corporate 
communication manager of Harita Nickel 

told Petromindo.com.
She said that the nickel ore supply 

comes from Harita’s nickel mining 
subsidiaries PT Trimegah Bangun 
Persada and PT Gane Permai Sentosa, 
both of which started production in 2009.

Harita started production of 
ferronickel in 2016 from its four-line 
RKF smelter operated by subsidiary PT 
Megah Surya Pertiwi.

Meanwhile, PT Halmahera Persada 
Lygend (HPL), a joint venture between 
Harita and China’s Ningbo Lygend, 
officially started commercial operation 
of its HPAL smelter in June, which 
processes and refines low grade nickel 
ores (limonite) into mixed hydroxide 
precipitate (MHP).

Tonny H. Gultom, Director of 
HPL said previously said that Harita’s 
ferronickel smelter requires saprolite 
feedstock of 12.4 million tons per year, 
while the HPAL smelter would process 
about 8.3 wmt per year of limonite ores. 
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G
old and copper giant PT 
Freeport Indonesia (PTFI) has 
requested for incentives from 
the government to improve 

the economics of its copper smelter project 
in Gresik, East Java Province.

This was revealed by Orias Petrus 
Moedak, CEO of state-owned mining 
holding firm MIND ID, which owns 
more than 51 percent shares in PTFI. 

He was quoted by news portal bisnis.
com as saying that development of the 
smelter project is progressing wells, 
but government incentives are required 
as corporate wise the project is not 
profitable because the added value of 
copper smelter is only about 5 percent.

“The copper project is different 
from other commodities. The added 
value in the copper smelter is only 5-7 
percent, compared to 20 percent for 
nickel, 40 percent for tin,” he told a 
webinar recently.

“The added value of copper (smelter) 
is thin, so it does require tax facilities 

and other necessary incentives. Corporate 
ownership of a copper smelter is not 
profitable. We have (to develop) this (the 
smelter) only because the rules require it, 
but if (based on economic) calculation it 
does not add profit,” he added.

He said that the company has made 
the request for the incentives with the 
Ministry of Industry and the Ministry of 
Energy and Mineral Resources.

Under its mining license PTFI is 
required to develop domestic copper 
smelter.  Commitment to develop 
domestic smelter is also part of 
conditions to allow the company to 
continue export of copper concentrates 
until the government bans export of 
unrefined minerals possibly in 2024.

PTFI President Director Tony 
Wenas had also said previously that the 
construction of a copper smelter was not 
a profitable project because the added 
value of the selling price from copper 
concentrate to cathode was only 5 percent.

“The biggest added value is 

(processing) the ore into concentrate, it’s 
already 95 percent added value because 
the selling price is already the selling 
price of the London Metal Exchange, but 
minus the TCRC (Treatment Charge and 
Refining Charge) fees. So from copper 
concentrate to cathode the added value is 
only 5 percent,” said Tony.

However, PTFI said it remains 
committed to continuing the construction 
of the smelter project in accordance 
with the provisions of the PTFI Special 
Mining Business License (IUPK).

Meanwhile, Freeport plans to start 
construction of the copper smelter 
project, with a capacity of 2 million 
metric tons of concentrate per year at 
the Java Integrated Industrial and Ports 
Estate (JIIPE) in Gresik, East Java, 
this year in the hope that it could be 
completed in 2024.

PTFI has appointed PT Chiyoda 
International Indonesia as the EPC 
contractor of the estimated US$3 billion 
project. 

PT Freeport demands incentives for smelter project
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S
tate-owned aluminum 
maker PT Indonesia Asahan 
Aluminium (Inalum) is seeking 
to acquire hydro power 

plants to provide electricity for its new 
smelter projects including the smelter 
grade alumina refinery (SGAR) project in 
Mempawah, West Kalimantan Province, 
and the expansion of existing aluminum 
smelter in North Sumatra Province.

Orias Petrus Moedak, President 
Director of Inalum or better known under 
its corporate brand name of MIND ID, 
said that the company has talked with 
state electricity firm PT PLN and several 
other private electricity developers in 
relation to the acquisition plan.

“We’ve talked about it, but we can’t 
just agree on one party. We personally 
really want and see the needs and 
potential for adequate energy there. 
We’ve made visits to Aceh, Kalimantan, 
and Papua to see the potential for 
hydropower plants for our smelter 
needs,” he said during a virtual press 
conference.

Orias said that cheap electricity source 
close to the smelter location can support 
the company’s plan to produce products 
that are efficient and have better profit 
margins. “We need renewable energy 
plants with low prices compared to fossil 
generators. Apart from efficiency, of 
course, this is also part of our process 
toward energy transition,” he explained.

Orias said that the company has also 
been engaged in talks with PLN and its 
partners to acquire a number of hydro 
power plant units in Asahan, North 
Sumatra, to provide electricity for new 
furnaces at its aluminum smelter in the 
province. He said that expansion of the 
aluminum smelter in Kuala Tanjung, 
North Sumatra, is expected to start in 
September.

“Our plan is for next month, 
hopefully it won’t be delayed because 
the design is ready. But we also can’t 
confirm whether tomorrow the experts or 
equipment will be in the field considering 
the current conditions (covid-19 
pandemic). Because our experts are from 

China and the United Arab Emirates have 
to go through a quarantine process and 
so on, we have to follow government 
policies,” Orias explained.

The plan to modernize the furnace 
at the Kuala Tanjung smelter is targeted 
to be completed in two years. With this 
modernization, Inalum’s production 
capacity will increase by around 30,000 
tons of aluminum per year.  Current 
capacity stands at 250,000 tons of 
aluminum per year. In addition to 
upgrading, Inalum also plans to develop 
a secondary aluminum or recycle 
aluminum project with a capacity of 
50,000 tons per year.

The Kuala Tanjung smelter’s 
electricity needs are supplied from 
two hydropower plants owned by the 
company with a total capacity of 603 
MW. The two power plants are PLTA 
Siguragura and PLTA Tangga which 
are located in Paritohan, Toba Samosir 
Regency, North Sumatra. The power 
plant is operated by utilizing the water 
from the Asahan River. 

Inalum seeks to acquire hydro power plants for new smelters

https://www.petromindo.com/products?page=2
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I
DX-listed integrated nickel mining 
firm PT Vale Indonesia Tbk is 
seeking to start construction of its 
two new smelter projects in Bahodopi 

(Central Sulawesi Province) and Pomalaa 
(Southeast Sulawesi Province) next year.

Vale Indonesia President Director 
Febriany Eddy was quoted by news 
portal bisnis.com as saying the company 
is currently focusing on finalizing 
a definitive agreement regarding a 
cooperation agreement with two Chinese 
partners for the Bahodopi Rotary Klin-
Electric Furnace (RKEF) ferronickel 
smelter project.

The project cooperation framework 
agreement with Taiyuan Iron & Steel 
(Group) Co. Ltd (Taigang) and Shandong 
Xinhai Technology Co. Ltd (Xinhai) was 
signed in June 2021 in which the parties 
reached in principal agreement on the 
main aspects related to the project so that 
funding and licensing process can run.

“We have to break down the 
principal framework agreement into 
nine agreements, for example sales 
and shareholder agreements. This must 
happen within six months of signing, 
meaning that the end of this year or early 
January should have been completed,” 
said Febriany.

In addition, the company is 
also processing further the required 
permits, completing detailed technical 
study, and exploring funding for the 
project. Regarding funding, according 
to Febriany, talks with banks so far 
have been quite positive and many are 
interested in funding the project.

If all the processes go smoothly, it is 
hoped that the final investment decision 
can be completed by the end of this year 
and the ground breaking of the Bahodopi 
RKEF smelter project can be realized 
next year.

The company is also seeking to 
develop a High Pressure Acid Leaching 
(HPAL) smelter project in Pomalaa. 
According to Febriany, the licensing 
process for this project is more 
complicated because HPAL smelter 
has not yet been widely developed in 
Indonesia.  Negotiations with partners, 
namely Sumitomo Metal Mining Co. Ltd. 
(SMM), has also experienced obstacle 
due to the Covid-19 pandemic situation.

“For Pomalaa (project), we are in 
the process (of securing the) license,” 
she said.  There’s reference from the 
HPAL (smelter) in Halmahera that are 
already running. We are also assisted by 
the Coordinating Ministry for Maritime 

Affairs and Investments so that the 
licensing process runs smoothly,” she said.

In parallel with the licensing and 
negotiation process, Vale has also started 
exploring funding for the HPAL project. 
Febriany is optimistic that if everything 
goes according to plan, the project can 
start construction at the end of next year.

“We are optimistic that it can be by 
the end of next year. But the worst case 
scenario could be missed by early 2023. 
We will do everything we can next year 
if possible and we will start parallel 
construction work. We hope that this 
project will not be delayed any longer,” 
she said.

Vale Indonesia CFO Bernardus 
Irmanto added that the Bahodopi project 
with a production capacity of 73,000 
metric tons of ferronickel requires an 
estimated investment of around US$1.5 
billion. Meanwhile, the HPAL project 
in Pomalaa is estimated to require an 
investment of US$2.6 billion.

“But this figure is very likely to 
change with the completion of all 
technical studies, we will get better 
numbers. This is greatly influenced by 
the execution timeline, negotiations, 
and there are several things that must be 
anticipated,” said Bernardus. 

Vale seeks to start construction of two smelter projects next year

[MINERALNEWS]
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A
SX-listed mining investment 
company Lion Selection 
Group (LSG) reported on 
Tuesday that arbitration 

against IDX-listed gold miner PT J 
Resources Asia Pacific Tbk filed by the 
Pani Joint Venture is now in process.

Pani JV consists of LSG (33%) and 
IDX-listed miner PT Merdeka Copper 
Gold Tbk (67%).

As announced on 4 February 
2021, the Pani JV earlier this year 
initiated arbitration action against J 
Resources in relation to a claim of 
non-compliance with the terms of the 
November 2019 J Resources agreement 
to combine the two Pani tenements into 
one ownership group. This agreement 
remains incomplete due to the lack of 
regulatory approvals and approval from J 
Resources’ secured lenders.

The Pani JV is seeking compensation 
in the range of US$500 – US$600 million 

or specific performance to complete the 
transaction, LSG said in its Quarterly 
report released on Tuesday.

Neither party has terminated the 
J Resources agreement, and Lion still 
remains hopeful that the parties involved 
can avoid a drawn-out arbitration process 
and close the deal as originally intended, 
Lion said, adding that it is actively 
involved in seeking to reconcile the issues 
that have prevented the deal from closing.

Joint development of the Pani 
Project generates maximum value for all 
participants. If completed, the combination 
of the two tenements and Pani link zone 
drilling results announced previously 
are anticipated to materially improve the 
valuation of Lion’s investment in the Pani 
Joint Venture, it added.

Merdeka and J Resources have mine 
concessions adjacent to each other, 
namely PT Pani Bersama Jaya (Pani JV), 
which controls Pani tenement (IUP), and 

PT Gorontalo Sejahtera Mining (GSM), 
which contains Pani Project.  Pani IUP 
contains 2.37 million ounces of gold and 
Pani Project contains 2.3 million ounces 
of gold.

The two companies decided to form a 
venture to jointly develop their mines in 
which Merdeka will get 40 percent of the 
economic benefit of the project and will 
control  the JV. The mine has a potential 
to produce 250,000 ounces of gold per 
annum.

However, in February 2021, Merdeka 
through one of its subsidiaries PT Pani 
Bersama Tambang (PBT) filed arbitration 
lawsuit against J Resources, seeking 
compensation of US$ 500-600 million 
on the ground that J Resources failed 
to sell shares of GSM to as stated by a 
Conditional Share Purchase Agreement 
(CSPA) signed by both parties in 2019.

J Resources dismissed the claim as 
“baseless and without merit”. 

Lion Selection says Pani arbitration now in process
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OPINION
By  Endah Sulastri | Associate at ADCO Law

Article 36A of Law No. 
3 of 2020 regarding 
Amendment of Law 
No. 4 of 2009 on Coal 

and Mineral Mining (“Law 3/2020”) 
provides that in order to conserve 
mineral and coal resources, holders 
of Mining Permit (Izin Usaha 
Pertambangan, “IUP”) or Special Mining 
Permit (Izin Usaha Pertambangan 
Khusus, “IUPK”) in the production 
operation stage are required to carry 
out and allocate budget for further 
exploration activities every year. This 
provision shows the important role of 
exploration activities in mining business.

Background 
Indonesia is still heavily dependent 

on fossil fuels as source of energy. 
Historically, it is not only Indonesia 
that has an extreme dependence on 
fossil fuels but also almost all countries 
in the world, although recently many 
developed countries have started to 
abandon fossil energy and switch to 
green energy.

However, the transition from fossil 
fuels to green energy takes time to be 
progress, but businesses must go on, and 
there is no other option but to use the 
available fossil energy, non-renewable 
energy sources. Minerals and coal are 
non-renewable energy commodities, and 
the reserves will eventually run out. 

Mineral and coal reserves in 
Indonesia are the background for the 

issuance of Article 36A of Law 3/2020. 
Through this regulation, the Government 
of the Republic of Indonesia intends to 
encourage exploration activities to obtain 
information on minerals and reserves. 
Thus, exploitation activities must be 
accompanied by exploration activities 
to find new reserves. On the other hand, 
exploration activities require large capital 
without generating any income. 

In Indonesia, exploration activities 
are part of mining activities carried 
out by business entities granted with 
exploration IUP or exploration IUPK. 
Companies that carry out exploration 
activities are known as junior mining 
companies. The period given for the 
exploration stage of coal and mineral 
commodities is 7 – 8 years depending on 
the commodity, which is extendable for 
1 (one) year for each extension.

After obtaining an exploration 
permit, a junior mining company must 
struggle to finance the exploration 
activities before entering into 
exploitation or operation production 
stage. The large operational expense 
in the exploration stage is the major 
issue for some companies, especially 
for companies that are not affiliated 
with groups having sufficient funds 
for exploration activities. Funding 
difficulties are the main reason why 
many junior mining companies decide 
to discontinue their business and sell 
their shares to investors. However, 
there are also several concerns that 

investors must be aware of when 
investing in the mining business sector 
in Indonesia.
Exploration activities in Indonesia 

In general, exploration activities 
are categorized into greenfield and 
brownfield exploration. Greenfield 
exploration is an exploration activity 
to find mineral and coal deposits in 
previously unexplored areas or in 
areas where such deposits are not 
known to exist. Meanwhile, brownfield 
exploration is an exploration activity 
to find mineral and coal deposits near 
or adjacent to mines that are already 
operating.

Under Article 1 point (15) of Law 
3/2020, exploration activity is a stage 
in mining business activities to obtain 
detailed and thorough information 
regarding the location, shape, 
dimension, spread, quality and measured 
resources of excavated materials, as well 
as information regarding the social and 
living environment, in which exploration 
IUP or IUPK exploration is required 
to carry out the activities. Therefore, 
in accorance with the definition given 
by the above regulation, exploration 
activities in Indonesia are categorized as 
brownfield exploration.

Exploration activities by holders of 
exploration IUP or IUPK are carried 
out within Mining Business Areas 
(Wilayah Izin Usaha Pertambangan, 
“WIUP”) granted by the Government 
through auction. The winning party in 

Junior mining companies and challenges 
in Indonesian mining industry
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the auction will pay for Information 
Data Compensation (Kompensasi Data 
Informasi “KDI”) to the Government. 

As for greenfield exploration, 
the Minister of Energy and Mineral 
Resources of the Republic of Indonesia  
(“Minister of MEMR”) through Law 
3/2020 provides the opportunities to: (1) 
state research institutions; (2) State-
Owned Enterprises (Badan Usaha Milik 
Negara, “BUMN”); (3) Local State-
Owned Enterprises (Badan Usaha Milik 
Daerah, “BUMD”); or (4) legal business 
entities engaged in mining business 
activities, to conduct survey and 
research in the preparation of coal and 
mineral WIUP (“Survey and Research”). 

To carry out the Survey and 
Research, the Minister of MEMR grants 
an assignment including in certain areas 
to the above entities. If the certain areas, 
based on the result of the Survey and 
Research, are determined as WIUP, 
the company will obtain the right to 
compete in the auction process.

Initial Public Offering (IPO) for 
junior mining companies

IPO is one of the exit strategies 
for companies to overcome funding 
difficulties. However, for junior mining 
companies in Indonesia, IPO cannot be 
considered as an exit strategy. This is 
because the prevailing regulations in 
Indonesia do not support junior mining 
companies to do IPO on the Indonesia 
Stock Exchange (“IDX”).

Junior mining companies need 
capital to fund exploration and mine 
development activities, and historically, 
equity markets have been the main source 
of mining finance in which the London, 
Toronto and Australian stock exchanges 
provide the platforms for accessing 
capital. Meanwhile in Indonesia, the IDX, 
through Decree of the Board of Directors 
of PT Bursa Efek Indonesia Number 

Kep-00100 / IDX / 10-2014, Regulation 
Number I-A.1., regarding Stock Listing 
and Equity Securities Other than Shares 
Issued by Companies in Mineral and 
Coal Mining (“Decree 100/2014”), states 
that junior mining companies are not 
allowed to do IPO.

Decree 100/2014 stipulates that 
companies engaged in the mineral and 
coal mining business are allowed to do 
IPO after the company obtains Operation 
Production Mining  Permit (Izin Usaha 
Pertambangan Operasi Produksi, 
“IUP-OP”) or Special Operation 
Production Mining Permit (Izin Usaha 
Pertambangan Khusus Operasi Produksi, 
“IUPK-OP”) and after:
1. The company carries out sales 

activities;
2. The company carries out production 

operation activities, but has not 

carried out sales activities; or
2. When the company has not started 

production operations.

Referring to the above regulations, 
the main requirement for mining 
companies to do IPO on the IDX is an 
IUP-OP or IUPK-OP.

IDX had a discussion with mining 
business stakeholders regarding funding 
for mining business through the capital 
market in 2018.  During the discussion, 
ideas emerged regarding IPO for 
companies holding Exploration IUP or 
junior mining companies. The Director 
of IDX had an opinion that junior 
mining companies would have low 
valuations because they had not found 
proven reserves. Up until now, we are 
still awaiting the good news from IDX 
for junior mining companies.

OPINION
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Government’s incentives 
The issuance of new mining law 

i.e., Law 3/2020 and Law No. 11 of 
2020 on Job Creation (“Law 11/2020”) 
does not provide significant incentives 
for junior mining companies. These 
regulations focus on incentives for 
mining downstream industries carrying 
out added-value activities e.g., 0% 
royalty tariff for mining companies 
carrying out coal added-value activities. 
Meanwhile, incentives for junior mining 
companies are more in the form of 

non-fiscal incentives i.e., guarantee 
from the Government that junior mining 
companies can obtain IUP-OP as a 
continuation of the exploration stage by 
submitting an application and fulfilling 
the requirements.

Maximum foreign investment and 
divestment

The mining business sector in the 
exploration stage is open 100% (a 
hundred percent) to foreign investment. 
However, if a junior mining company 
intends to change its status from 
formerly a domestic investment to 
foreign investment, the maximum 
ownership of foreign investment is 75% 
(seventy-five percent).

Under Government Regulation 
of the Republic of Indonesia No. 77 
of 2014 regarding Amendment to 
Government Regulation No. 23 of 
2010 on Implementation of Mineral 
and Coal Mining Business Activities 
(“GR 77/2014”), foreign investors can 
acquire companies holding an IUP/
IUPK depending on the type of mining 
licenses, mining methods and mining 
activities. The maximum applicable 
share ownership is set out as follows:

In addition to the maximum foreign 
ownership, there is also mandatory 
divestment for mining companies 
with foreign investment status at 
the production operation stage. This 
mandatory divestment is regulated under 
Article 112 of Law 3/2020 stipulating 
that IUP or IUPK companies at the 
production operation stage of which 

the shares are owned by foreigners are 
obligated to divest 51% (fifty-one per 
cent) of their shares on a tiered basis 
to the Central Government, Local 
Government, BUMN, BUMD, and/or 
national private business entities. 

Conclusion
Junior mining companies in 

Indonesia are companies holding 
Exploration IUP/IUPK that carry out 
exploration activities as regulated under 
Article 1 point (15) of Law 3/2020. 
For mining business companies, 
exploration activities are a stage laden 
with high risks and high costs. Junior 
mining companies have to spend large 
amounts of money to fund exploration 
activities, but on the other hand there is 
no special incentive or financial support 
from the Government for junior mining 
companies to continue their business 
activities.

The above situation leads to 
funding difficulties experienced by 
junior mining companies. Therefore, 
it is very common for junior mining 
companies to decide to discontinue their 
exploration activities and sell their shares 
to investors. Considering this situation, 
the Government of the Republic of 
Indonesia should pay more attention 
to junior mining companies by giving 
incentives including considering the 
possibility of junior mining companies 
to do IPO on the IDX. In addition, the 
Government must also to pay attention to 
reserves of mineral and coal resources by 
encouraging greenfield exploration. 

Mining permit Carrying out processing and 
refining business activities

Carrying out under  
ground mining method

Maximum foreign  
ownership (%)

Exploration IUP/IUPK Not Applicable Not Applicable 75

IUP or IUPK No - 49

IUP or IUPK Yes - 60

IUP or IUPK - Yes 70
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A
SX-listed nickel miner and 
refiner Nickel Mines Limited 
announced it had signed 
a binding Memorandum 

of Agreement (MoA) with PT Iriana 
Mutiara Mining (IMM) for the staged 
acquisition of a 100 percent interest 
in the Siduarsi nickel-cobalt project in 
Papua province, Indonesia.

Nickel Mines said in a statement it 
has been granted exclusivity to complete 
its staged acquisition of Siduarsi and 
the MoA outlines a customary earn-
in structure. Whilst the key terms are 
considered “commercial-in-confidence” 
and subject to execution of a joint 
venture agreement (JVA), Nickel 
Mines will be required to fund various 
project milestones including a modest 

exploration program over two years, 
the completion of a JORCcompliant 
Resources statement and a mine 
feasibility study.

Currently, there is one drill rig on 
site which, as of 29 August 2021, had 
completed 253 meters of drilling (across 
19 holes) into a planned 500-meter drill 
program. Drilling is at 400-meter centers 
bisecting the plateau resource area and 
good recoveries are being achieved. A 
standard limonite into saprolite profile 
has been intersected in all holes to date 
with varying thicknesses. No samples 
have yet been sent for assay.

As part of its due diligence, Nickel 
Mines will assume the cost of the 
exploration program, which will be 
credited towards earn-in expenditure if 

Nickel Mines executes a joint venture 
agreement.

“With the significant growth 
in Indonesia of downstream nickel 
processing facilities, both RKEF and 
HPAL, the value of, and competition 
for nickel ore resources is increasing, 
intensifying the requirement for securing 
high-quality, long-life resources for 
security of supply,” said Nickel Mines 
Managing Director, Justin Werner in a 
statement.

“We are pleased to have secured 
through this MoA the opportunity to 
acquire a potentially large-scale, long-
life nickel deposit with high associated 
cobalt grades within a proven geological 
setting. The potential to secure this CoW 
is not only important from a security 

Nickel Mines signs MoA for acquisition  
of Siduarsi nickel-cobalt mine
By Romel S. Gurky
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of supply perspective but also has the 
added strategic benefit of enhancing our 
potential ability to participate in further 
downstream processing opportunities. 
The company is excited to be able to 
advance the exploration status of this 
project with additional upside potential 
for the discovery of high grade saprolite 
pods and other associated elements such 
as scandium, chromite, iron oxide and 
aluminum.”

Weifeng Huang, Chairman of 
Shanghai Decent and Non-executive 
Director of the company said: “If the 
resources are proven to be feasible, 
it will propel Nickel Mines further in 
its growth trajectory in the medium to 
long term. The sustainable development 
of resources in Indonesia is in sync 
with Tsingshan’s strategy to grow its 
presence in Indonesia, particularly 
to deepen our involvement in the EV 
materials industry.”

 Siduarsi is a 6th generation 
Contract of Work (CoW) and is one 
of only four active nickel CoWs 
in Indonesia, the other three being 
PT Vale Indonesia (which hosts its 
Soroako nickel matte production 
facilities -72kt of nickel in 2020), Weda 
Bay which hosts the Indonesia Weda 
Bay Industrial Park (IWIP) where the 
company’s four Angel Nickel Rotary 
Kiln Electric Furnaces are currently 
under construction and Gag Island in 
West Papua province.

Siduarsi covers 16,470 hectares 
with previous work undertaken by 
Battle Mountain (IMM JV partner, 
1994 - 1997) and Freeport McMoran 
(IMM Optionholder, 1998 -1999), who 
were assessing the project’s limonite 
potential. Work undertaken by Battle 
Mountain and Freeport McMoran 
included approximately 367 shallow 
hand and machine soil augurs, 24 drill 
holes and 4 test pits.

Highest individual grades of 2.07% 
nickel and 0.36% cobalt were recorded 
across 1-meter vertical channel samples 
at very shallow depths, which indicates 
further potential for discreet pods of 
higher grade saprolite ore underlying 
the high iron (results up to 77.1% iron 
oxide in 1-metre drillcore sampling) and 
high cobalt limonite cap. High levels 
of scandium, chromite (up to 12.0% 
in 1-meter drillcore sampling) and 
aluminum were also reported.

Siduarsi is along geo-tectonic strike 
from the Ramu nickel-cobalt project in 
neighbouring Papua New Guinea which 
has reported mineral resources of 166Mt 
at 0.90% nickel and 0.10% cobalt. 
Ramu was successfully commissioned 
in 2012 and is operated by Metallurgical 
Corporation of China. In 2020, Ramu 
produced 33kt of nickel and 3kt of 
cobalt in MHP (Mixed Hydroxide 
Precipitate) at an average cash cost of 
US$4,600/t per ton of nickel equivalent 
placing it in the first quartile of global 
nickel producers.

Nickel project 
Nickel Mines Limited said its Angel 

Nickel Project in Indonesia Weda Bay 
Industrial Park (IWIP) in North Maluku  
is on track for commissioning in the 
second half of 2022 despite Covid-19 
pandemic.

The company said in its presentation 
filed with the ASX that engineering, 
procurement and construction activities 
are progressing well. All material 
earthworks and plant footings are largely 
completed, together with the fabrication 
of key long-lead items including 
boilers, turbines and generators.  The 
company said that as per June 30, 2021 
procurement of key capital equipment, 
construction works and installation were 
60 percent, 40 percent and 8 percent, 
respectively.

Nickel Mines currently has 50 
percent shares in Angel Project and has 
an option to further increase the shares 
to 80 percent.  The company will pay 
Shanghai Decent a total sum of US$ 
557.6 million for 80 percent shares in 
Angel project.

The Angel Project will consist of 4 
RKEF lines with production capacity 
of  36,000 tonnes of equivalent nickel 
in nickel pig iron (NPI) . The project 
will also consist of a 380-MW coal-fired 
power station.

Aside from the Angel Project, Nickel 
Mines also operates Hengjaya Nickel 
and Ranger Nickel RKEF smelters 
in Central Sulawesi with a combined 
production capacity of 20,000 tons of 
nickel in NPI.

Hengjaya production 
The company said that it will ramp 

up saprolite ore production capacity 
from its Hengjaya mine in Morowali, 
Central Sulawesi from 2 MTPA 
currently to 3 MTPA in 2022.

The company said that the increase 
in capacity is the result of expansion 
initiatives implemented over the past 18 
months.

The company also anticipates a 
potential commencement of  limonite 
sales as the IMIP’s HPAL projects come 
online. The company did not give details 
about the expected production volume.

Hengjaya mine produced 574,000 
wmt of saprolite ore and 350,000 bcm of 
limonite in the second quarter of 2021. 
The mine’s 2nd quarter’s EBITDA was 
US$ 7.5 million on a stand alone basis.

Nickel Mines holds an 80% interest 
in the share capital of PT Hengjaya 
Mineralindo, an Indonesian PMA 
company that operates the Hengjaya 
mine. The remaining 20% interest in PT 
Hengjaya is owned by the Company’s 
Indonesian partner, the Wijoyo family. 
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During booming commodity price this year, the 
demand for trucks in mining industry grows 
incredibly strong, both trucks for hauling and 
overburden (OB) removal. The much stronger 

demand than the available units create a market imbalance.
However, PT Gaya Makmur Mobil (GMM), a sole 

authorized dealer of China’s FAW (First Automobile Works) 
Truck, claimed that it can offer faster delivery time of FAW 
Truck for customers at least by the end of this year.

“We have faster delivery time for about 1-2 months compared to 
4-6 months for European brands,” Frankie Makaminang, President 

Director of PT GMM, said to CoalMetalAsia Magz recently.
Frankie stated that GMM keeps delivering FAW trucks to 

customers in mining industry, mainly coal and nickel mines, as 
the demand growth doubled since early of this year. “We also add 
more stock of trucks for delivery until the end of this year,” he said.

Frankie unveiled that the lingering pandemic creates 
uncertainties in the market which makes GMM only foresees 
the market for six months ahead. It explains why GMM can 
only guarantee a faster delivery time until the end of this year.

GMM fully understands that industry players urgently 
require more additional production capacity to ramp up output 

GMM gives faster delivery 
time of FAW Truck
By Tri Subhki R

COMPANIES
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during current commodity prices rise. 
Hence, Frankie said that GMM is 
strongly committed to provide faster 
delivery time for customers to avoid 
losing price momentum. 

GMM has been engaging with FAW 
Truck, a state-owned and the largest 
truck maker in China, for 12 years which 
means a strong and mutual relationship 
between dealer and principal. “It shows 
that GMM offer a reliable product and 
services for customers,” Frankie said.

FAW is the leading truck maker in 
China and has already produced 8 million 
units of truck in 65 years of operation. For 
12 years of collaboration, GMM recorded 
that there are 3,600 units of FAW trucks 
population in Indonesia and Frankie claimed 
that GMM and FAW trucks has already 
been a well-known brand in the country. 

A long term collaboration between 
GMM as a sole dealer and FAW as the 
principal, Frankie said, will give many 
benefits for customers among others the 
guaranteed spare part availability. “GMM 
has warehouses with complete spare part, 
in fact, we also have truck cabins in our 
warehouse,” he said.

Expanding eastward
GMM currently has dealers, service 

points, and part shops which cover 
areas in Sumatra, Java, Kalimantan 
and Bali regions. As the epicenter of 
mining growth is currently in the eastern 
Indonesia, GMM strengthens its foothold 
by expanding eastward.

“We already have dealers in Kendari, 
Southeast Sulawesi and Makassar, South 
Sulawesi. We are planning to establish 
a dealer in Morowali, which is expected 
to start operating in early next year, 
and another dealer in Manado, North 
Sulawesi,” Frankie said.

Not only widening the network, 
but GMM also keeps improving the 
after sales support for the customers by 
offering a number of maintenance service 
alternatives. Frankie said that customers 
may choose a full maintenance contract 
that gives customers freedom of all unit 
maintenance and lets GMM takes care all.

“Customer may also choose a 
tailor-made maintenance contract that 
is fully customized based on customers’ 
requirement,” Frankie said. In addition, 
GMM can provide spare part retail 
purchase and component exchange.

For customers who require more 
powerful and productive FAW trucks, 
GMM is preparing an upgraded 
specification of overburden (OB) 

removal and hauling trucks for mining 
operations. Currently, GMM offers 240 
HP trucks for miners but soon it will 
launch 275 HP truck.

“With the improved performance 
and specification, we maintain the lower 
capital investment of customers. The 
price of upgraded unit is estimated 50-60 
percent more competitive than European 
trucks,” Frankie said.

Furthermore, GMM and FAW will 
help customers who require financing 
facility in procuring new FAW units. 
GMM has good partnership with a 
number of local reputable major leasing 
companies. “If customers need larger 
financing facility, our principal, FAW, 
can help as well,” Frankie said. 

GMM, according to Frankie, has 
good track record with 12 years of 
experience as a sole authorized FAW 
dealer. “Local leasing companies have 
confidence with GMM because of 
our good reputation as China’s truck 
dealer,” he said. 
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F
itch Ratings has assigned a 
rating of ‘B+’ with a Recovery 
Rating of ‘RR4’ to Nickel 
Mines Limited’s (NIC, B+/

Stable) proposed US dollar senior 
unsecured notes. The proposed notes 
will be issued by the company and 
have the same terms and conditions as 
the USD175 million 2024 notes issued 
earlier. They are rated at the same level 
as the Issuer Default Rating as they 
constitute unconditional, unsecured and 
unsubordinated obligations of NIC.

NIC’s rating reflects its solid 
financial profile, with a strong EBITDA 
margin of above 35% and positive free 
cash flows. Its financial strength is 
weighed down by its asset concentration, 
with two rotary kiln electric furnaces 
(RKEF) in PT Indonesia Morowali 
Industrial Park (IMIP). However, we 
expect NIC’s asset diversification to 
improve with its investment in PT Angel 
Nickel Industry (ANI), another RKEF 
facility at PT Indonesia Weda Bay 
Industrial Park.

Key rating drivers
Stable Production: NIC’s credit 

profile is supported by its robust 
RKEF operations at its two Indonesian 
subsidiaries, PT Hengjaya Nickel 
Industry (HNI) and PT Ranger Nickel 
Industry (RNI). Nickel pig iron (NPI) 
production at these facilities remained 
stable at above 10,000 tonnes per quarter 
since production began in January 2019 
to date. We expect its RKEF operations 
to account for more than 95% of NIC’s 
EBITDA in 2021, and more than 80% in 
2022 after ANI starts operating.

Low-Cost Position: NIC’s solid 
cash cost position at its NPI facilities 
will help the company to weather the 
impact of commodity price fluctuations 

on its selling prices and input costs. 
The purchase of nickel ore accounts for 
around 30%-40% of its cost and thermal 
coal purchases for electricity make up 
25%-30%. NIC’s EBITDA margin 
remained solid in 1H21 at 36% (2020: 
37%) as the rise in thermal coal prices 
was compensated by higher NPI prices.

HNI and RNI are strategically 
located in IMIP, the world’s largest 
integrated stainless-steel production 
facility. Indonesia is the largest nickel 
producer globally and the Morowali 
regency has some of the largest nickel 
ore deposits in the country. A ban on 
raw ore exports and close proximity to 
ore supply give NIC the advantages of 
cheaper raw material prices and lower 
logistic costs.

Production Conversion Neutral: 
NIC’s credit profile will remain intact 
despite its planned modification of two 
out of its four RKEFs to nickel matte 
production. NIC signed a memorandum 
of understanding with Shanghai 
Decent in May 2021 to deliver nickel 
matte for the electric-vehicle battery 
market. We expect the move to have 
minimal disruption with modification 
costs of around USD1 million per line. 
Nickel matte has higher correlation 
with London Metal Exchange nickel 
prices with comparable cash costs and 
production units to NIC’s current NPI 
operations.

Asset Diversification: ANI’s 
production will alleviate NIC’s asset 
concentration risk at IMIP due to its 
location at another industrial park. 
Management aims to start production at 
ANI in late 2022, which will add 36,000 
tonnes per annum (tpa) of name-plate 
capacity to NIC. NIC will acquire 80% 
of ANI from Shanghai Decent before 
end-2021. NIC has purchased 50% so far 

and Shanghai Decent will be responsible 
for the completion of ANI project. 
We believe the risks of cost and time 
overruns from ANI’s asset construction 
and production commencement will be 
alleviated by Shanghai Decent’s record 
of similar project completion and ramp-
up at IMIP.

Positive Free Cash Flows: We 
estimate NIC’s free cash flow will 
remain positive due to its solid cost 
position, assuming there are no major 
investments other than ANI and a 
significant increase in shareholder 
returns. NIC’s EBITDA margin will 
remain solid above 35% in 2021 and 
2022 under our assumptions of stable 
cash cost per tonne. Positive free cash 
flow will be supported by minimal capex 
from its young RKEF lines. However, 
a material increase in dividends can 
reduce free cash flows and erode its 
current strong cash buffer.

Solid Credit Metrics: NIC’s FFO 
leverage will remain strong below 2.0x 
and its FFO interest coverage will stay 
solid above 5.0x in 2021-2022. NIC’s 
leverage profile will not be materially 
altered by any delay in the start of 
ANI’s operations, as the target total debt 
for acquisition of USD300 million is 
manageable relative to the company’s 
annual EBITDA of around USD200 
million from its current RKEFs. We also 
expect the free cash flow at HNI and RNI 
to provide an additional cash cushion. 
Deleveraging from 2023 will be supported 
by the start of production at ANI.

Derivation summary
We believe that NIC has a better 

credit profile than Guangyang Antai 
Holdings Limited (GYAT, B/Stable). 
GYAT’s larger operational scale and 
revenue generation, as the third-largest 

Fitch Rates Nickel Mines’ Proposed USD Notes at ‘B+’
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stainless-steel producer in China, are 
offset by NIC’s solid cash cost position 
and credit metrics. GYAT’s business 
profile and margin are weighed down 
by its increasing exposure towards the 
lower-margin trading business. NIC’s 
cash flow generation is significantly 
better with EBITDA margin of above 
35%, supported by its strong cash 
cost position. In comparison, GYAT’s 
EBITDA margin is narrower at less than 
5%. We expect NIC’s FFO leverage to 
remain conservative at less than 2.0x, 
below GYAT’s more than 2.0x.

Key assumptions
Fitch’s Key Assumptions Within 

Our Rating Case for the Issuer
-  Stable medium-term production at 

HNI and RNI at a level similar to 
that in 2020. Production at ANI will 
commence in late 2022.

-  Stable EBITDA margin of above 35% 
in 2021-2022

-  Minimal capex at subsidiaries as 
major investment projects were 
recently completed.

Going-Concern (GC) approach
The GC EBITDA estimate reflects 

Fitch’s view of a sustainable, post-
reorganisation EBITDA level upon 
which we base the enterprise valuation.

Our GC EBITDA estimate of 
USD170 million reflects the mid-cycle 
nickel price and stable RKEF operations 
at HNI and RNI.

An enterprise value multiple of 5x 
EBITDA is applied to the GC EBITDA 
to calculate a post-reorganisation 

enterprise value. We use a multiple of 5x 
to estimate a value for NIC because of 
its asset concentration in Indonesia and 
its smaller operational scale compared 
with peers, despite its stronger growth 
prospects following the ANI acquisition.

The GC enterprise value corresponds 
to a ‘RR1’ Recovery Rating for the 
senior unsecured notes after adjusting 
for administrative claims. Nevertheless, 
Fitch has rated the senior unsecured 
bonds ‘B+’ and ‘RR4’ because 
NIC’s operating assets are located in 
Indonesia. Under our Country-Specific 
Treatment of Recovery Ratings Criteria, 
Indonesia is classified under the Group 
D of countries in terms of creditor 
friendliness and Recovery Ratings are 
subject to a cap at ‘RR4’.

Rating sensitivities
Factors that could, individually 

or collectively, lead to positive rating 
action/upgrade:
-  Successful ramp-up of ANI in 

line with our expectation, while 
maintaining FFO leverage below 2.0x

Factors that could, individually or 
collectively, lead to negative rating 
action/downgrade:
-  Sustained increase in FFO leverage 

above 3.0x
-  Material disruption in its smelter 

operations at HNI and RNI

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
Satisfactory Liquidity: NIC had 

USD190 million in cash, of which 
USD133 million was held at the NIC 
level at end-June 2021. NIC has no 
debt amortisation requirement and its 
closest debt maturity is in 2024 with the 
maturity of its USD175 million senior 
unsecured notes.

Issuer profile
NIC is an NPI producer that operates 

in Indonesia’s Morowali Industrial 
Park. It operates four RKEF processing 
facilities with total name-plate capacity 
of 30,000 tpa.

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. 



COALMETAL ASIA SEPTEMBER 28 - OCTOBER 28, 202166

S
tate-owned electricity 
firm PT PLN has turned 
to state-controlled coal 
miner PT Bukit Asam 

Tbk (PTBA) to help ensure stable coal 
supply in the long-term for its coal-fired 
power plants.

PLN said in a statement that senior 
officials of the utility and of state-
owned railway operator PT Kereta Api 
Indonesia (KAI) visited PTBA’s coal 
mine operations in South Sumatra on 
3-4 September.  The visit was made 
following the signing of an MOU on 9 
August by the three companies on long-
term coal supply for PLN. 

“PLN is looking for a solution 
regarding primary energy supply, one 
of which is coal. How can PLN get a 
reliable supply of coal and not only 
short-term but long-term orientation. 
With price fluctuations, of course we 
hope that coal supply in the future can 
be stable,” said Deputy Director of PLN 
Darmawan Prasodjo in the statement.

 He said that PLN appreciates PTBA 
and KAI in supporting the utility’s 
coal supply requirement especially as 
PLN will have to ensure reliable power 
supply going forward in line with the 
country’s economic growth.

“In order for future supply to be 
more reliable and prices stable so that 
electricity services can be even better, 
PLN ensures long-term supply of coal. 
This collaboration with PTBA can be 
long-term,” he said.

 “We’ll analyze technically and 
commercially as well as the risks. This 
will be followed by a study with PLN 
and PTBA and about transportation with 
KAI,” added Darmawan.

PLN has recently suffered from 
coal shortage problem especially as the 
country’s coal miners and traders have 
preferred to export the commodity amid 
soaring international price, prompting 

the Ministry of Energy and Mineral 
Resources to slap export ban on 34 
coal mining and trading companies 
which failed to fulfill their supply 
commitments with PLN.

The government has advised PLN to 
start focusing on securing long-term coal 
supply contracts directly with miners, 
instead of traders.

A source told Petromindo.com 
recently that under the proposed long-
term coal supply cooperation between 
PTBA and PLN, the state-controlled 
coal miner is preparing a mine with 
dedicated coal capacity of 30 million 
tons per year with 4200 GAR quality.

“Cooperation between PLN and 
PTBA is planned through a long-term 
purchase contract with the coal price 
basis to be reviewed every year. The 
procedure for setting the coal benchmark 
price is proposed to apply the “cost plus 
margin” scheme, the same scheme that 
has been approved by the Ministry of 
Energy and Mineral Resources for mine 
mouth (power plant),” the source said.

Coal supply 
The government is also fully 

committed to ensure coal supply 
for coal-fired power plants operated 
by state-owned electricity firm PT 

PLN, Minister of Energy and Mineral 
Resources Arifin Tasrif said.

Arifin said that the ministry has 
issued new Ministerial Decree No 
139/2021 which stipulates tougher 
sanctions for coal miners and traders 
which fail to fulfill their coal supply 
contracts with PLN.

“We guarantee the availability 
of coal supply for PLN and through 
the Decree of the Minister of Energy 
and Mineral Resources No. 139/2021 
which stipulates stricter sanctions 
against companies that do not fulfill 
domestic coal contracts,” said Arifin 
during a hearing with the House of 
Representatives Commission VII on 
energy and mining.

He said that the sanctions including 
export ban, financial penalty, and 
reduction of coal production quota in 
the following year.  He added that the 
sanctions set in the new Ministerial 
Decree No 139 are tougher as under the 
previous ministerial decree of 2020 there 
were no export ban and financial penalty 
sanctions.

Arifin also advised PLN to change 
its coal supply contracts by focusing on 
making direct long-term contract with 
mine owners instead of traders to help 
ensure smooth coal supply.  He said that 
currently, around 60 percent of PLN’s 
contracts are with mining companies, 
with the remaining 40 percent of the 
contracts are with traders.

PLN has recently suffered from coal 
supply shortage as the country’s coal 
miners and traders preferred to export 
the commodity amid surging price in the 
international market.  This had prompted 
the ministry to impose on 7 August 
export ban on 34 coal miners and trading 
companies which failed to fulfill their 
contracts with PLN.  The ban will be 
lifted once they have fulfilled their 
supply commitments with PLN. 

PLN turns to PTBA for stable, long-term coal supply
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I
DX-listed coal mining firm PT 
Adaro Energy Tbk saw revenue in 
the first half of this year (1H21) 
increased 15 percent to US$1.56 

billion compared to 1H20 mainly due to 
25 percent higher average selling price 
(ASP) year-on-year, while production 
and sales volume declined.

Adaro said in a statement that supply 
constraints supported stronger global 
coal prices hence higher ASP for Adaro.

The company said that higher than 
expected rainfall volume and rain 
hours in May and June affected its 
mining operations during 1H21, with 
coal production in 1H21 at 26.49 Mt, 3 
percent lower y-o-y; and coal sales in 
1H21 at 25.78 Mt, 5 percent lower y-o-y.

 “Tight supply in the coal market has 
uplifted and maintained favorable coal 
prices in the reporting period. Due to 
supply constraints, key coal supplying 
countries were unable to fulfill the 
strong demand driven by pandemic 
related economic recovery. Coal prices 
achieved multi-year high level and 

thus supported us to book excellent 
profitability in the period,” said Adaro 
President Director and CEO Garibaldi 
Thohir in the statement.

The company said it recorded 
overburden removal of 115.22 Mbcm in 
1H21, 12 percent higher y-o-y, and strip 
ratio in the period was 4.35x. It plans 
to catch up with overburden removal 
activities in the drier quarters to achieve 
our strip ratio guidance of 4.8x in 2021.

Cost of revenue increased 2 percent 
y-o-y to US$1,064 million mainly due to 
higher mining cost following higher fuel 
prices and higher royalty payment as a 
result of stronger ASP.   

Operating expenses in 1H21 
declined by 12 percent y-o-y to US$86 
million, as the company recorded 14 
percent lower G&A expenses.

 Royalties to the Government of 
Indonesia and income tax expense 
reached US$291 million as an outcome 
of higher revenue from sales of coal 
triggered by higher ASP.

Adaro said operational EBITDA 

grew by 36 percent y-o-y to US$635 
million in 1H21, tracking the company’s 
operational EBITDA guidance of 
US$750 – US$900 million for 2021.  
“The strong operational EBITDA 
generation reflects the quality of our 
earnings,” Adaro said.  “Our operational 
EBITDA margin remains healthy at 
41 percent as we continued to improve 
operational efficiency and cost control.”

The company excluded the following 
non-operational expenses in the 
operational EBITDA, among others loss 
on derivative financial instruments, loss 
in impairment of loan to related parties, 
loss on impairment of fixed assets, and 
loss on impairment of investments in 
joint ventures related to investment in a 
low CV coal asset in East Kalimantan.

Adaro said underlying core earnings 
in 1H21 was US$330 million, 45 percent 
higher y-o-y. Core earnings excludes 
nonoperational items net of tax, among 
others loss on derivative financial 
instruments, loss on impairment of loan 
to related parties, loss on impairment 
of fixed assets, and loss on impairment 
of investments in joint ventures related 
to investment in a low CV coal asset in 
East Kalimantan.

Total assets of US$6,739 million 
were 1 percent higher compared to the 
same period last year. Current assets 
increased by 22 percent to US$1,989 
million, while non-current assets 
decreased by 5 percent to US$4,750 
million y-o-y.  The company said it 
recognized impairment on one of its 
coal mining joint ventures in East 
Kalimantan as development of this asset 
has taken longer than initial expectation. 
At the end of 1H21, cash balance stood 
at US$1,208 million. 

By Rara Suratmi

Adaro reports higher 1H revenue on rising price
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By Adianto P Simamora

C
oal price is expected to 
continue rising particularly 
as India is aggressively 
seeking for new coal supply 

to replenish its coal stock for power 
plants, while demand from China would 
remain strong, according to a coal trader 
and analyst.

A coal trader said that coal traders 
from India are now taking any kind of 
coal from Indonesia including low rank 
coal with calorific value of 3,200 and 
3,000 kcal/kg GAR.

“India previously preferred buying 
coal with quality of 4,200, 4,800 and 
5,000 kcal/kg GAR. But now, they’re 
even buying a lot of coal with 3,200 
and 3,000 kcal/kg GAR from Jambi 
and Musi Banyuasin,” a trader told 
Petromindo.com.

The trader said that coal demand 
from China, India and ASEAN countries 
is expected to increase, while coal 
production in Indonesia would be 
disrupted due to weather anomalies 
in coal producing provinces of South 
Sumatra, Jambi, Central Kalimantan and 
South Kalimantan in the last 2 weeks.

The Ministry of Energy and 
Mineral Resources has set a higher coal 
reference price (or HBA) for September 
2021 at US$150.03 per ton, compared to 
$130.99 per ton in August.

The ministry said in a statement  that 
the continuing rise in the HBA is in line 
with rising trends in the international 
coal market amid increasing demand 
particularly in China to fuel power plants.

“This is quite a phenomenal price 
(level) in the last decade. China’s high 
demand exceeds its domestic production 
capacity and the increasing demand for 
coal from South Korea and the European 

region along with high natural gas prices 
has catapulted HBA to $150.03 per ton,” 
said ministry spokesman Agung Pribadi 
in the statement.

Ghee Peh, an analyst at the Institute 
for Energy Economics and Financial 
Analysis (IEEFA), said that coal price 
would remain high until the end of this 
year as China’s demand remains strong 
amid low domestic supply.

Bank Mandiri previously said that 
the average coal price this year would 
reach $104.3 per ton, far higher than last 
year’s only $60.3 per ton.

“We estimate the average coal 
price is $104.3 per ton in 2021,” Bank 
Mandiri Office of Chief Economist says 
in its newly-published industrial and 
regional report.

The office said that coal prices 
reached record high in the last 10 years 
at $173.4 per ton on 16 August 2021.

“The average price of coal in August 
(up to August 25) is $164.8 per ton,” the 
report said, adding that the average coal 
price in August was higher than July and 
June which was $145.9/ton and $125.3/
ton, respectively.

The report, however, said that coal 
price would be corrected in the future 
due to among others the increase in 
domestic coal supply in China.

“Tapering in the United States is 
predicted to occur faster starting at the 
end of 2021, which will reduce the 
liquidity of the US dollar and reduce the 
effect of speculation in the market,” the 
report said.

Meanwhile, IDX-listed coal mining 
firm PT Indo Tambangraya Megah 
Tbk (ITMG) predicted that the coal 
price would remain above $100 per ton 
until the fourth quarter of this year as 

overseas demand would remain high, 
not only from China and India but also 
from European countries.

“We expect coal price in the fourth 
quarter will stand at the current level,” 
Jusnan Ruslan, Director of ITMG said in 
a virtual press conference on Tuesday.

He said that the company’s price 
of coal sales as of early September had 
exceeded $100 per ton.

 “The current coal price is heavily 
influenced by the high demand from 
China and India and also countries 
in Asia such as Taiwan and South 
Korea,” he said. “Coal demand from 
European countries is also high.” ITMG 
plans to produce between 19 million 
and 19.9 million tons of coal in 2021.   
The company earlier said that it has 
contracted 79 percent of its 2021 output.

ITMG operates  several coal mines in 
South and East Kalimantan, namely PT 
Indominco Mandiri, Trubaindo, Bharinto, 

Coal price seen to continue rising
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PT Kitadin Embalut and PT Jorong 
Barutama Greston.  ITMG is a unit of 
Thai energy conglomerate Banpu PLC.

Coal shortage
The country’s textile and cement 

industries are facing coal shortage 
problem, undermining their operations, as 
the country’s coal miners prefer to export 
the commodity amid rising global price.

Investor Daily reported that the 
textile and cement industries are also 
complaining about the high coal price 
set by the coal miners.

“Our average stock is only for the 
10-15 days (consumption), whereas 
normally it can take up to 30 days. The 
high price of coal makes producers 
choose to export the commodity rather 
than (selling in) the domestic market 
because it is more profitable,” said 
Secretary General of the Indonesian 
Textile Association (API) Rizal 
Rakhman to Investor Daily recently.

Rizal said that currently almost all 
textile and textile product (TPT) and 
processing industry players use coal 

as fuel in their factories. “The reduced 
supply of coal will certainly have a major 
impact on factory operations,” he said.

He said that as the government 
has recently eased the semi lock-down 
policy, textile makers are now preparing 
to return to 100 percent full capacity 
operation, but the lack of coal supply 
and hefty price of the fuel may become 
serious obstacle.

“We are currently in the trial phase 
of implementing normal working hours 
and full capacity, no longer being 
limited to a maximum of 50 percent. But 
all of this will be useless if there is no 
fuel (coal) supply,” he said.

Rizal suggested the government 
to increase the coal domestic market 
obligation (DMO) volume from the 
current 25 percent of annual production 
to help ensure sufficient coal supply in 
the domestic market.

He added that the government must 
also closely monitor coal supply at home 
and coal export activity.

He said that the annual coal 
consumption of the country’s textile 

and textile production industry currently 
stands at 9.3 million tons.  “As 
Indonesia is the largest coal producer in 
the world, we should have no problem 
with meeting domestic needs,” he said.

The domestic cement industry is 
also facing similar problem.  “Besides 
the high price, supply is also limited 
because coal producers (prefer to) serve 
export (market),” said Chairman of the 
Indonesian Cement Association (ASI) 
Widodo Santoso.

Widodo received reports from 
ASI members that almost all cement 
producers had critical stockpiles of 
coal for their factory operational needs. 
“The average stock is only 1-2 weeks 
from the normal minimum stock for 
1 month. This is a real threat to the 
survival of the domestic industry,” he 
asserted.

Widodo hopes that the government 
will immediately give serious attention 
to this problem. Moreover, the industry 
has not yet fully recovered from 
the slump caused by the Covid-19 
pandemic. 
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By Rara Suratmi

C
anadian mining firm Baru 
Gold Corp said that 
an initial hearing of 
a lawsuit filed at the 

Jakarta Administrative Court against 
the Ministry of Energy and Mineral 
Resources (MEMR) in relation to its 
gold mining project in Indonesia was 
held on 19 August.

The lawsuit was filed in relation 

to the mining permit granted by the 
ministry to Baru’s 70 percent owned 
subsidiary PT Tambang Mas Sangihe, 
which owns the Sangihe gold mining 
project on Sangihe Island in North 
Sulawesi Province.

“Baru Gold was not named in the 
lawsuit, but the company is proactively 
and vigorously supporting the MEMR. 
As the lawsuit relates to the mining 

permit granted to the 70 percent owned 
subsidiary, PT Tambang Mas Sangihe 
(TMS), the Jakarta Administrative Court 
approved the company’s request for 
permission to be present during court 
proceedings,” Baru said in an update 
statement obtained Monday.

TMS explained that approval 
of the mining permit requires two 
components, an environmental 

Baru Gold provides update on lawsuit 
related to Sangihe gold project
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study (AMDAL) and an Indonesian 
feasibility study (IFS). The company 
said it carefully adhered to all laws, 
regulations, and requirements in the 
attainment of its mining license.

The AMDAL study, commenced 
in 2018, was conducted and completed 
by PT Sulindo Eko Konsultan, an 
Indonesian consulting firm. The initial 
draft was submitted in January of 
2019. After meetings and consultations 
with local island residents and various 
government departments, and after final 
revisions, the report was approved in 
August 2020.

The IFS, which was prepared by 
Indonesian consulting firm Resindo 
Resources and Energy, is a multi-
volume document equivalent to a JORC 
compliant pre-feasibility study. The 
IFS was approved by the MEMR in 
September 2019.

Baru said that the IFS is not a 
feasibility study as defined by CIM as 
required by NI 43-101.  The company 
intends to proceed to production 
without the benefit of first establishing 
mineral reserves supported by a 
feasibility study. The company cautions 
readers that the any production decision 
made by the company will not be 
based on a NI 43-101 feasibility study 
of mineral reserves that demonstrates 
economic and technical viability and as 
such, there may be involved increased 
uncertainty and various technological 
and economic risks.

Terry Filbert, CEO of Baru, 
commented, “Since 2017, I have been 
focused on bringing the Sangihe gold 
project into production and generating 
cashflow. Baru Gold has been thorough 
and has completed all steps required to 
obtain the mining permit, which was 
granted by the MEMR in February 2021. 
The Company is confident the lawsuit 
is baseless, as the claims are frivolous 

and unfounded, which will eventually be 
brought forward in court.”

The next date court date has been set 
for September 2, 2021, at which time, 
TMS will support the MEMR in their 
response to the claim, Baru said. 

Baru said that any information 
regarding the lawsuit, the support of 
the residents for the project and the 
company’s operations on the island, as 
published and circulated by the so called 
Sangihe Save Island group (SSI) are 
false, misleading and inaccurate. 

Director General of Mineral and 
Coal at MEMR, Ridwan Djamaluddin 
told petromindo.com in June that the 
ministry will make an evaluation of 
the TMS gold concession area on 
Sangihe Island, in Sangihe Regency, 
North Sulawesi Province, in response 
to growing protests over the gold 
mining project.

“The government will evaluate 
the Contract of Work (or KK) area of 
TMS, and based on that evaluation 
(the government) may ask TMS to 
shrink the KK area that is not used/no 
prospect for mining activities,” he told 
Petromindo.com.

“The government will continue to 
carry out strict supervision in the field to 
ensure that TMS’ mining activities are 
carried out according to regulations so 
as not to cause environmental damage 
and endanger the community,” he added.

There has been growing protest 
over the Sangihe gold mining project 
on concerns of potential environmental 
damage that would endanger the 
economic livelihood of the local farmers 
and their health.  Environmental groups 
claimed that the TMS mining concession 
covers more than half of Sangihe 
Island’s total land area.

The Save Sangihe Island civil 
coalition had on 3 April launched a 
petition demanding President Joko 

Widodo to cancel the IUP mining 
license of TMS. 

TMS is 70 percent controlled by 
Canada-listed gold mining firm Baru 
Gold Corporation, with the remaining 
shares held by Indonesian firms including 
PT Sungai Belayan Sejati (10%), PT 
Sangihe Prima Mineral (11%), and 
Sangihe Pratama Mineral (9%).

Ridwan said the TMS mining 
operation is based on a contract of work 
(or KK) signed by the government and 
TMS in 1997.  The North Sulawesi 
provincial government had issued an 
environmental license for TMS on 
15 September 2020, covering mining 
exploitation area of 65.48 ha out of 
the company’s total concession area of 
42,000 ha.

Based on data from the Directorate 
General of Mineral and Coal, the total 
area of TMS with prospects for mining 
is 4,500 ha (less than 11% of the total 
concession area), he added.

Petromindo.com reported on 22 
April that Baru Gold was planning to 
start land acquisition process for the 
Sangihe gold project, but was disrupted 
a series of events including typhoon and 
Covid-19 pandemic.

The Sangihe gold-silver project is 
located on the island of Sangihe off the 
northern coast of Sulawesi and has an 
existing National Instrument 43-101 
inferred mineral resource of 114,700 
indicated and 105,000 inferred ounces 
of gold.

According to the company’s 
presentation released in March 2021, 
Baru has started construction of  heap 
leach facility  in the first quarter of 
this year and will achieve gold pour 
in June 2021 with production target of 
1,000 ounces per month by the end of 
2021. Production will ramp up to  4,000 
ounces per month  after 24 months of 
production. 

COMPANIES
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ITU offers solutions during 
challenging period

The rebound of global 
industries during the year, 
after an unprecedented 
pandemic year in 2020, 

translates into commodity price hike. 
Global demand for mining commodities, 
particularly coal and nickel, soars while 
the supply side barely catches up the 
increasing demand.

The condition also reflects to the 
Indonesia’s supporting industries 
in mining sector, particularly heavy 
equipment and truck market which 
showed double demand growth year to 
date compared to the same period last 
year. In fact, the heavy equipment sales 
performance almost tripled in May-June 
2021 period year-on-year basis.

“This is an unexpected market 
rebound and it is a challenging situation 
for heavy equipment manufacturers,” 
Vincent Santoso, Sales & Marketing 
Director of PT Indotruck Utama, said to 
CoalMetalAsia Magz recently.

Indotruck Utama (ITU) is an 
authorized dealer for Volvo, including 
Volvo Trucks, Volvo Bus, and VOLVO 
Construction Equipment Sole Dealer 
since early 2020, but, it had been 
engaging with VOLVO Construction 
Equipment since 2011. ITU, which 
has been serving the industry for three 
decades, also provides heavy equipment 
solutions from SDLG.

Booming heavy equipment industry 
this year, according to Vincent, is 
indeed welcomed by industry players, 

including ITU, as demand for heavy 
equipment to ramp up production 
showed impressive trend during 
the year. “However, the prolonged 
pandemic condition, on the other side, 
causes challenges,” he said.

There are at least two challenges 
in global heavy equipment industry 
namely supply chain disruption and 
logistics issue, according Vincent. 
Almost all heavy equipment 
manufacturers suspended the 
production lines last year which also 
means that component supply chain 
dropped significantly. 

“Manufacturers cannot easily and 
instantly resume the full production 
capacity which eventually creates 
supply-demand imbalance in the market,” 
Vincent said.

In addition, pandemic causes logistic 
issue in delivering the heavy equipment 
from manufacturers to destination 
countries, including Indonesia. The 
supply chain disruption and logistic issue 
occur across the globe, mainly Asia and 
South America regions where mineral 
commodity prices are triggering an 
exponential growth of mining industry 
this year as the demands soar.

ITU solutions
ITU, according to Vincent, recorded 

above the market demand growth of 
heavy equipment year-to-date. “While 
domestic market demand heavy 
equipment market grew almost 100 

percent year-to-date, ITU achieved up to 
160 percent demand growth,” he said.

However, the much stronger demand 
than supply coupled with prolonged 
pandemic lead to much longer delivery 
time of heavy equipment while at the 
same time the miners need immediate 
production capacity to tap price 
momentum.

To deal with the challenges, 
Vincent mentioned that ITU offers a 
number of solutions for the customers 
to avoid losing price momentum. In 
fact, ITU does something that it has 
never been done before.

“We ask for early initial order to our 
principal, which is the first time for us,” 
Vincent said. It means that ITU proposes 
additional new heavy equipment 
production slot from the principal for 
Indonesian market.

Indonesia, according to Vincent, 
undoubtedly should be the priority 
market in the region of South East Asia 
since the country has major role as one 
of world’s largest commodity producers, 
mainly coal, nickel, and gold. For ITU, 
coal and mineral mining contribute up 
to 60 percent of the company’s market 
share.

Furthermore, ITU is willing to pay in 
advance to principal in a bid to prioritize 
new heavy equipment supply to ITU’s 
customers in Indonesia. “It shows our 
strong commitment to customers,” 
Vincent said.

While waiting for the arrival of new 

FOCUS

By Tri Subhki R.
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Vincent Santoso, Sales & Marketing Director of PT Indotruck Utama
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FOCUS

heavy equipment, ITU has solution for 
its key customers who need immediate 
additional production capacity, which 
is used-machine rental with a very 
competitive price. “It is our most relevant 
solution for the current situation,” 
Vincent said.

Other creative approach by ITU is 
machine remanufacturing to improve 
unit availability of customers’ heavy 
equipment fleets. During the bearish 
price trend in 2019-2020, many heavy 
equipment fleets were not properly 
maintained.

To further support customers’ 
requirement of new heavy equipment 
and machine remanufacturing, ITU, 
in collaboration with some reputable 
financial institutions, provides financing 
facility as well. 

As part of ITU’s services to customers, 
ITU also offers component rebuild 
solution by replacing the customers’ used 
components with ITU’s more competitive 
and guaranteed lifetime component rebuild. 
“It supports the customers’ cost efficiency 
initiative,” Vincent said.

Since early this year, ITU with 
VOLVO Construction Equipment have 
been expanding its coverage service 
area to be closer to the customers. ITU 
previously only served Sumatra, Java, 
Nusa Tenggara and Papua regions, but 
the company now provides product and 
supports in Kalimantan and Sulawesi 
regions. Eastern part of Indonesia is 
currently the epicenter of growth.

In fact, ITU is developing a new 
component rebuild center in Balikpapan, 
East Kalimantan Province, to provide 
better and faster technical response to the 
customers in the region. ITU expects to 
start the production operation of the new 
facility in the first half of 2022. 

“The 1,500 square-meter facility 
has capacity 1,000 critical components 
per year including axle, transmission 

and engine. The facility that is fully-
certified by our principal, Volvo, shall 
be the biggest for VOLVO Construction 
Equipment in Asia. Time and time again, 
ITU is keeping true of their commitment 
of supports towards all customers.” 
Vincent said.

The new facility will add ITU’s 
operating component-remanufacture 
facility in Palembang, South Sumatra 
Province, which already has production 
capacity of up to 500 components per 
year.

ITU Connect
ITU keeps innovating solutions to 

facilitate all customers in procuring 
spare parts, monitoring heavy equipment 
fleets and maintenance services by 
developing a brand new app so-called 
ITU Connect. The app was launched 
on August 18, 2021 or one day after 
the commemoration of Indonesia’s 
Independence Day.

“The concept of launching a day after 
Independence Day is we, as a business 
partner, want to give freedom to customers 
from all bureaucratic issues in having after 

sales and maintenance services,” Vincent 
said and added that ITU is very excited 
and strongly committed to simplify 
everything for customers.

There are a number of features in the 
app that may be utilized by customers 
such as My Equipment, My Parts Order, 
My Service Booking and My Billing. 
My Equipment feature, for example, 
helps customers monitoring heavy 
equipment condition, fuel consumption 
and location in real-time basis. ITU 
Connect is conveniently integrated 
with VOLVO Telematic system, either 
Caretrack or Active Care.

ITU, according to Vincent, has a 
dedicated digital team to maintain the 
development of ITU Connect app. Part 
of ITU Connect future-roadmap shall 
include heavy equipment e-commerce 
which will connect ITU, customers and 
financial institutions.

“ITU digitalization initiative is 
not a matter of should we or shouldn’t 
we, in fact, it is critically a vital link 
between us and our commitment to 
continuously adapt to the market 
dynamics,” Vincent said. 
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HEAVY EQUIPMENT: 
URGENTLY 

NEEDED 

By Tri Subhki R. 

Soaring coal prices during the 
year have been supporting 
the much higher demand of 
heavy equipment in mining 

industry. While miners 
are rushing to ramp up 

output volume, most heavy 
equipment manufacturers 

cannot immediately deliver 
the needed supply due to 

prolonged pandemic.
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The government has raised 
the coal production output 
target this year from 550 
million tons to 625 million 

tons to improve state revenue from 
coal exports. The coal price benchmark 
(HBA) in September 2021 rose up to 
US$150.03 per ton or 14.5 percent 
increase compared to $130.99 per ton in 
August 2021.

Pandemic causes longer delivery 
time of heavy equipment from 
manufacturers to the miners’ jobsites. 
Heavy equipment production capacity 
significantly dropped during the 
pandemic last year. Although the 
market demand showed a positive 
sign in the fourth quarter of 2020, but 
manufacturers could not immediately 
recover the production capacity to the 
pre-pandemic level.

Jamalludin, Chairman of Heavy 
Equipment Manufacturer Association of 
Indonesia (Hinabi), recently confirmed 

that heavy equipment demand in the 
first half of 2021 was dominated by 
mining industry and then followed by 
construction sector. 

Jamalludin said that the increasing 
demand from domestic mining industry 
has led to higher heavy equipment 
production in the first half of this year 
to 2,823 units or 82 percent of full year 
realized production in 2020.

“If the production level will be flat 
in the second half of the year, we might 
produce up to 6,000 units by the end of 
2021 or equal to 2019 production level,” 
he said. He added that the total domestic 
production capacity is far below the total 
market demand at 13,000 units in 2021.

The supply and demand gap is usually 
compensated by the imported heavy 
equipment. Unfortunately, the pandemic 
also disrupted the production capacity of 
global heavy equipment manufacturers 
and coupled with the logistic issues 
to deliver the heavy equipment from 

origin countries to destination countries, 
including Indonesia.

Bambang Tjahjono, Executive 
Director of Indonesian Mining Services 
Association (Aspindo/IMSA), said that 
the most requested heavy equipment in 
domestic mining industry are among 
others 200 tons-class excavator and 100-
tons class dump truck.

“These types are most suitable for 
big mines and the heavy equipment 
is required for replacement,” he said. 
For long-haul transport, according to 
Bambang, big miners prefer double-
trailer trucks.

Yet Bambang believed that there is 
no single manufacturer of big machines 
can provide the current growing demand 
in the market. Manufacturers of big 
machines, according to Bambang, had to 
suspend the operation during pandemic 
and it directly affected component supply 
chain. “It is not easy to recover the supply 
chain in a short period of time,” he said.
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Supply disruption
Two local distributors of heavy 

equipment namely PT Indotruck Utama 
and PT United Tractors Tbk confirmed 
that there has been supply disruption 
which causes longer delivery time of 
heavy equipment.

There are at least two challenges in 
global heavy equipment industry namely 
supply chain disruption and logistics 
issue. Almost all heavy equipment 
manufacturers suspended the production 
lines last year which also means that 
component supply chain dropped 
significantly. 

“Manufacturers cannot easily and 
instantly resume the full production 
capacity which eventually creates 
supply-demand imbalance in the 
market,” Vincent Santoso, Sales & 
Marketing Director of PT Indotruck 
Utama, said recently. Indotruck is a 
sole authorized distributor of Volvo 
Construction Equipment. 

In addition, pandemic causes logistic 
issue in delivering the heavy equipment 
from manufacturers to destination 
countries, including Indonesia. The 
supply chain disruption and logistic 
issue occur across the globe, mainly 
Asia and South America regions which 
have been experiencing an exponential 
growth of mining industry this year.

Iman Nurwahyu, Director of 
United Tractors, also admitted that 
United Tractors deals with the delay 
in delivering heavy equipment to 
customers due to pandemic. United 
Tractors is a sole distributor of Komatsu 
heavy equipment.

These two distributors recorded solid 
demand growth of heavy equipment year-
to-date. Vincent of Indotrucks claimed that 
the demand of Volvo heavy equipment 
showed more than double growth. 
Meanwhile, as of July, United Tractors 
sold 1,564 units of heavy equipment or 67 

percent increase compared to that of the 
same period last year.

As of July, United Tractors sold 
728 units of big-size and middle-size 
heavy equipment to mining segment or 
47 percent of total sales of 1,564 units. 
Iman mentioned that the total market 
demand was 7,500 units in January-
July period.

“Demand growth of heavy 
equipment from nickel mining grew 
almost double this year. Last year, 
nickel mining only contributed less than 
20 percent of our total sales in mining 
segment, but this year it jumped to 
almost 30 percent,” Iman said.

To support the miners in ramping 
up the output volume during bullish 
price, these distributors provide some 
solutions among others remanufacturing 
customers’ old heavy equipment to 
improve its lifetime while waiting for 
the delivery of new units.

An IDX-listed coal mining company 
PT Indo Tambangraya Megah Tbk 
(ITM) is one of mining companies that 
focuses on remanufacturing its assets 
to keep operating productively during 

the current condition. It allocates about 
US$40 million of capital expenditure 
this year to overhaul the heavy 
equipment fleet owned by its subsidiary 
PT Tambang Raya Usaha Tama 
(TRUST).

“We allocate around US$40 million 
of capital expenditure this year mostly 
dedicated to overhaul TRUST’s heavy 
equipment,” Junius Prakarsa Darmawan, 
Director of ITMG, said recently.

TRUST’s heavy equipment fleet has 
recently been fully deployed to ITM’s 
Melak Cluster which previously was 
operating at mines of its subsidiary PT 
Indominco Mandiri in Bontang, East 
Kalimantan Province.

Internal financing
Adjie Harisandi, Industry Analyst 

of PT Bank Permata Tbk, observed that 
the growing demand of heavy equipment 
in the first half of 2021 did not translate 
into higher demand for banking lending 
facility.

“Demand for new credit from mining 
sector showed contraction in the first 
half. It indicates that mining company 
used internal financing or other sources 
excluding banking,” Adjie said.

Adjie mentioned that banking sector 
has not been responding well to the 
commodity price rise by providing credit 
financing for mining companies. He said 
that the relatively high non-performing 
loan (NPL) of mining sector at 7.66 
percent is the reason why banking sector 
is very cautious in channeling new credit 
facility to mining companies.

Moreover, Adjie mentioned about 
long term global banking perspective 
toward coal mining industry where 
increasing number of large global 
banks avoid providing financing for 
coal mining sector. “In the longer term, 
lending from banking sector to mining 
sector might be tighter,” he said. 

“Manufacturers 
cannot easily and 
instantly resume 

the full production 
capacity which 

eventually creates 
supply-demand 
imbalance in the 

market,” 

Vincent Santoso
Sales & Marketing Director of 

PT Indotruck Utama
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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

Indonesia signs Paris Agreement  
on climate change

The representative of President 
Joko Widodo, the Minister of the 
Environment and Forestry, Dr. Siti 
Nurbaya, signed the Paris Agreement on 
Climate Change on the 22 April 2016. 
This action is in accordance with the 
1945 Constitution that stipulates the 
need to provide a good environment 
for all the country’s citizens, as well 
as the importance of the support of the 
Indonesian House of Representatives 
(DPR RI). As of 2016, Indonesia had a 
number of supportive programs, such 
as the Peatland Restoration Agency 
(January 2016), restrictions on palm oil 
expansion, and the national program 
called PROKLIM (The Climate Village 
program). The Minister of Environment 
and Forestry concluded her remarks 
at the signing ceremony by saying, 
“History has noted that it is possible 
to achieve a reduction in greenhouse 
gas emissions while still achieving 
economic growth”. The commitment of 
individual countries is expressed through 
a Nationally Determined Contribution 
(NDC) for the period from 2020-2030, 
in addition to any action prior to 2020.

Webinar on carbon tax for the  
mining industry

On the 18th August 2021, 
Petromindo.com and Coal Asia 
magazine hosted a webinar on 

“Exploring Carbon Tax on Mining 
Sector – opportunities and challenges in 
the Indonesian mining industry’, with 
PAMA providing generous sponsorship. 
The webinar was well balanced, with Ms 
Pande from the State Revenue Policy 
Centre stating the governments outlook 
and rational for introducing a carbon tax, 
while other speakers reflected a variety 
of industries concerns from the mining 
& energy user sectors. The webinar was 
very open, with excellent presentations 
and held in English. 

Mr. Hendra Sinadia, executive 
director of the Indonesian Coal 
Mining Association, undertook the 
role of moderator, and provided some 
introductory comments. The provision 
for a carbon tax has been initiated 
through an article in a recent tax law. 
There have been several discussion 
groups on this topic, wherein this 
webinar is hoped to broaden and 
publicize the pros and cons of a carbon 
tax.  This webinar may provide input 
on how the implementing regulations 
may balance the states opportunity 
to raise income and comply with the 
Paris Climate Initiative, against how to 
minimize the possible negative impact 
of a carbon tax on the people and the 
overall economy. There are concerns 
that the imposition of a broad carbon tax 
may be detrimental to Indonesia’s large-
scale industries of steel, cement, paper 
etc, and the communities that rely upon 

these industries. 
Ms Pande Putu Oka Kusumawardani, 

head of State Revenue Policy 
Center presentation “Carbon Tax – 
Implementation Plan in Indonesia” as 
prepared by Febrio Kacaribu, PhD. 
Chairman of Fiscal Policy agency, 
Ministry of Finance. 

Indonesia’s climate change agenda 
is partly driven by the Paris Agreement 
to reduce carbon output by 29% through 
national efforts, and overall, 41% with 
international support. This 2030 target 
may include a carbon trading and or 
carbon tax [ Rp 75/kg CO2e, = US$5/
ton CO2e] scheme. The underlying 
bases is “a just and affordable 
transition”. The state budget to support 
climate change policy will consider 1) 
tax and excise facilities, 2) ministry / 
agencies budgets, 3) various forms of 
fiscal programs, including village funds 
etc, 4) innovative financing such as 
green bonds etc. International support 
through the Green Climate Fund (GCF) 
is open for a number of projects, such 
as geothermal resource risk mitigation 
facility, urban bus systems, REDD 
forestry programs etc. The carbon 
pricing policy is being reviewed with 
regards to possible emission trading 
systems, emission offset, and non-
trading instruments of a carbon tax or 
result based payment. A carbon tax may 
be selective, or uniformly applied to all 
sectors. Challenges of implementing a 

Carbon tax and the mining industry
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carbon tax include 1) the right timing, 2) 
targeting to ensure a just and affordable 
transition, 3) in harmony with other 
policies and ministries programs, 4) 
a simple, strong and fair accountable 
system. In-depth studies are ongoing 
before the finalization of the Presidential 
Regulation. 

During discussion, Ms Pande 
mentioned that the carbon tax is still 
in an outline mode, requiring more 
consultation, integration with the 
national policy, and timing relative to 
economic recovery. The ministry of 
finance is open to more discussion. 
The main purpose is environmental, 
rather than a source of general revenue, 

wherein it may be likened to other 
luxury taxes similar to the motor vehicle 
tax on engine capacity. A carbon tax 
is not the only way to improve the 
environment, wherein the transition to 
a green economy shall also consider 
fairness and affordability.  The 
Presidential Regulation will focus on 
the value of carbon, with the ministry 
of trade, and other ministries looking 
at trading emission permits, offsets and 
other regulations. The present focus is 
only on carbon, with other greenhouse 
gasses (methane, ammonia etc) not yet 
considered. 

Mr. Bill Sullivan, senior foreign 
counsel with Christian Teo & Partner 

and advisor to Stephenson Harwood 
LLP, presented on “Carbon Tax 
Proposal – Possible solution to 
multiple problems?”. The carbon tax 
proposal is included in the Ministry 
of Finance 2022 Macro Economics 
Framework & General fiscal Policies, 
and will require an amendment to the 
1983 tax law. The draft tax regulation 
is being deliberated by Parliament 
[DPR]. The benefits of a carbon tax 
are to reduce greenhouse gas emissions 
and to raise further government 
revenue. The approach includes a tax 
on both the demand & supply sides, 
with options on point of payment 
being considered. Details will require 
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further implementing regulations. 
Several industry associations have 
made preliminary statements that 
include concerns about delayed 
implementation, impact on inflation, 
government to provide environment 
friendly alternatives, negative impact 
on industries viability and international 
competitiveness, and more broad 
discussion required. The carbon 
tax may have a positive impact on 
reducing greenhouse gases and raising 
tax revenue, though it is clear that 
this is a complex matter where much 
care is needed in its determination and 
implementation. Some of the obstacles 
to a carbon tax are 1) that SOE’s [PLN, 
PT.BA, Pertamina etc] are major 
greenhouse gas emitters.2) Indonesia’s 
rise in poverty due to the impact of 
Covid. It would seem the concept of 
a carbon tax is a good concept, but 
implementation should be later, and 
well managed. 

Ms. Liana Bratasida, executive 
director of Indonesian Pulp and Paper 
Association presented on “Lessons 
learned on carbon pricing instruments; 
Design and implementations in other 
countries”. Globally there are 25 
countries and 7 sub-district jurisdictions 
that have a carbon tax, and 36 countries 
plus 28 sub-district jurisdictions that 
have a carbon trading scheme. Lina 
provided a 3-line summary on the nature 
of each scheme in ASEAN and other 
countries. A common feature is that 
each scheme takes considerable time 
and planning to implement, and that 
there is a slow and gradual introduction 
of such schemes. Most countries rate 
of a carbon tax is around $3.50 – 5.0/
ton CO2e, while Europe and a few at a 
much higher rate. The EU is adopting 
a more aggressive Carbon Border 
Adjustment Mechanism (CBAM) to 
effectively impose an import tax on 

goods that have a lesser carbon tax 
rate than the EU. This CBAM will 
initially be imposed on cement, iron 
& steel, fertilizer and electricity and 
later extended to other products. USA, 
Canada, Japan are planning similar 
initiatives. Linda outlined the legal 
and administrative steps, and design 
considerations, the government needs 
to take to develop the regulations for a 
carbon tax and carbon trading system. 
The way forward shall consider 1) 
strong institutions and understanding of 
the rules, 2) mechanisms and procedures 
for monitoring, reporting, verification 
3) legally binding rules, 4) mechanism 
and rules for international and national 
government actors, 5) concern that some 
Paris Agreement international rules are 
not yet established. 

Mr. Ali Mardi, tax partner of 
Deloitte Touche Solutions, presented on 
the proposed carbon tax. The Indonesian 
coal sector already has a number of 
fees and taxes in the non-state revenue 
and tax state revenue areas. The mining 
industry generate significant greenhouse 
gasses through their fuel consumption, 
logistics, smelting and power generation 
activities. The mining industry is now 
in a phase where efficiencies can no 
longer hold down ever-increasing costs. 
The imposition of a new carbon tax 
will be an added burden to the mining 
industry. Ali presented some preliminary 
estimates of the cost impact of a carbon 
tax rate of Rp75/kg CO2e, for example 
PLN’s costs will increase by around 
6.7% and the carbon tax could add US$ 
5.0 per ton to coal production. Key 
issues include how to deal with the 
increase cost of energy, and encourage 
energy insensitive manufacturing to stay 
in Indonesia. 

Mr. Dendi Ramani, economist at 
Bank Mandiri, presented on “What 
are the challenges for carbon tax 

initiatives?”. Indonesia is a relatively 
small producer of Green House Gas 
(2% of global emissions), while less 
than 25% of countries have carbon 
initiatives. The cost to grow renewable 
energy is more expensive per KWH 
than fossil-based energy. A key concern 
is how to manage the income from a 
carbon tax and what will this tax be 
spent on – subsidize renewable energy, 
fix environment damage, reforestation 
and coral reef restoration, compensate 
native people? Should the tax be levied 
on the upstream industries (miners) 
or downstream users (consumers of 
electricity)? Banks will support only 
profitable projects, including mining and 
energy, provided they comply with the 
many regulations – including a possible 
future carbon tax. 

Mr. Harry Kristino, chief operating 
officer of PT. Medco Energi Mining 
Indonesia (MEMI), presented on 
“Exploring carbon tax on the mining 
sector – miner perspective”. The 
long game is that renewable energy 
will continue to grow, but the long 
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transition period cannot do without 
fossil energy that not only produces 
power, but also produces many 
chemical products (plastic etc) that our 
society rely upon. Numerous studies 
need to examine the options of a carbon 
tax on the B30 biofuel initiative, 
potential for double taxation, define 
point of emission, feedstock for the 
cement / power sectors, wherein many 
prefer higher CV coals etc. 

General webinar discussion & further 
considerations

A slow implementation of a carbon 
tax / carbon trading system may be 
best to allow the Indonesian economy 
to gradually adjust, but the ongoing 
uncertainty over a carbon tax may be 
seen as adding to “country risk” for 
investors and financiers (local and 
international).

Indonesia is a country of islands, 
where domestic shipping relies upon 
marine oil. The European and North 
American continental highways and rail 
freight may give them a competitive 

edge when carbon tax is factored in. 
Options for offsetting carbon 

emissions to be considered. Perhaps 
PLN’s hydroelectricity units may offset 
some coal power units, if the enterprises 
total emissions are to be considered 
rather than individual projects. 

Perhaps ASEAN may consider their 
earlier initiation of the Non-Aligned 
Movement during the cold war, and 
break away from the Paris Agreement, 
like some other countries have done. 
A different approach may change from 
a target of carbon emissions to a nett 
carbon position, wherein the growth of 
coral reefs and peat swamps as long-
term carbon sinks could be included in 
the formula. Therein Indonesia might 
be a nett carbon sink, while Europe 
and North America continue to be nett 
carbon producers. Satellite technology 
has advance significantly since the Paris 
Agreement, wherein such carbon sinks 
may be more accurately measured and 
monitored. Any rise in sea level would 
be accompanied by growth of coral and 
peat swamps. 

Coal Downstream projects, such 
as Bukit Asam’s coal to DME, may 
wish to revise their feasibility studies 
to include considerations of a future 
CO2 tax or carbon trading scheme. 
The future of many planned new nickel 
smelters are already beginning to factor 
in carbon position. 

Post webinar article
After the webinar, an article by 

Sergey Belozerov (16 Aug 2021) titled 
“Carbon intensity of coal per KWh” 
was circulated. This article shows that 
CO2 emission levels are not directly 
dependent on fixed carbon levels, if 
CO2 emissions are calculated per unit 
of energy produced (KWh).  In order 
to produce an equivalent amount of 
energy, less high-calorific coal needs 
to be burned than low-calorific coal, 
wherein high-calorific coal leaves 
behind less of a carbon footprint per 
unit of energy produced. Australian and 
Russian coals (0.950 CO2, Kg/KWh) 
are considered as clean coals, whereas 
typical Indonesian coal (0.965 CO2 
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Kg/KWh) is a relatively dirty coal. See 
Insights | Carbon intensity of coal per 
KWh | Coaltrans  

Coal miners initiative
Aside from a future carbon 

tax, global good mining practices 
and finance intuitions are already 
incentivizing a reduction in CO2 in 
the mining industry. A number of coal 
mining companies have implemented 
measures to define their CO2 footprint, 
and therein design measures to reduce 
their CO2 output. Bukit Asam’s CO2 
reduction programs include reduce 
energy needs [changing night lighting, 
electrification of mine equipment, 
electrical vulcanization etc] along with 
expanded revegetation of past mining 
areas to increase CO2 adsorption. 
Adaro is trailing solar cells in remote 

operational sites to reduce the need for 
solar diesel generation.  

Conclusion
Since Indonesia signed the Paris 

Agreement on Climate Change, the 
world has continued to move forward, 
with technical research and debates 
on climate change. There are now 
different politicians to those that signed 
the agreement, who are now charged 
with the actual implementation for 
the targeted period of 2020 to 2030. 
The unforeseen global pandemic has 
changed many nations priorities and 
capabilities. Ms. Liana Bratasida’s 
presentation showed that nearly all 
countries take several years in the 
development of a carbon tax. They 
have a gradual, and highly selective 
implementation process, with great 

care to consider the economy and 
peoples welfare. This global step-by-
step cautious approach is also reflected 
in President Jokowi recent policy 
statements that Indonesian would 
implement its commitment to the Paris 
Agreement in its own way, and its 
own time frame. All of the speakers 
at this webinar reflected this cautious, 
inclusive and measured approach to 
implementing a carbon tax / carbon 
trading system for Indonesia. 

The approaching Presidential 
Regulation on carbon tax is to focus on 
setting the carbon rate (Rp75/kgCO2e). 
It is herein hoped that some other key 
factors will be defined, to improve 
investors’ perceptions of country risk 
in regards to the gradual development 
of the carbon tax implementing 
regulations. 
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ESDM Plan

PT Indeks Komoditas Indonesian (IKI) noted that a few months ago, the ESDM 
mentioned plan to restrict construction of new nickel processing plants starting 
2024 especially ferronickel and NPI (nickel pig iron) smelters and reasoning the 
restriction is to help ensure nickel ore reserves in the future.  ESDM’s Director 
of mineral, Sugeng Mujiyanto claimed that currently ESDM is conducting 
mineral balance of nickel deposit and demand from upstream and downstream 
industries to ensure nickel ore availability and to guarantee sustainability of 
domestic smelters operation and to minimize the possibility on importing nickel 
ore in the future as the ferronickel and NPI smelters mostly consume saprolite 
ore with nickel grade 1.5% - 2.5% while this type of ore has lower deposit 
than limonite ore. ESDM data in 2020 shows that of the country’s total nickel 
resources of 8.26 billion tons (Bt), only 47.58% or 3.93 Bt are classifi ed as 
saprolite ore, with limonite ore resources of 4.33 Bt.  The ESDM data also shows 
total nickel ore reserve was 3.65 Bt consisting of saprolite and limonite ore of 
1.76 Bt and 1.89 Bt 

Moratorium on 
New Ferronickel 
and NPI Smelters

A Note for 
ESDM’s Nickel 
Downstream
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Moratorium on
New Ferronickel and NPI Smelters

Picture 1 Indonesia metal mineralization map

Source : ESDM

ESDM said the restriction on the construction of new ferronickel and NPI smelters 
is also driven by low added value received from exporting/sales of ferronickel 
and NPI products and it hopes the restriction may also persuade investors and 
nickel industry players to process further NPI and ferronickel into special steels 
by building stainless steel mills in Indonesia. ESDM explained that the restriction 
of new pyrometalurgy smelters construction is also driven by the government 
plans to developing domestic nickel battery industry for electric vehicle and it 
hopes this restriction will encourage investors to build hydrometallurgical plants 
to produce nickel sulfate and or nickel oxide (MHP) needed to make a battery for 
electric vehicles as ESDM believes that the construction of hydrometallurgical 
plants will give more benefi t than pyrometallurgy smelters as the former 
consumes limonite ore and the output also provides more added-value than 
ferronickel or NPI. 
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Comment from the House

House of Representatives (DPR) member, Mulyanto has requested the 
government to make audit and evaluation of the current nickel downstream 
progress as he assessed the benefi ts from the existing smelters to government 
and local people are less than expected and the added value from NPI and 
ferronickel is only 3 – 4 times than nickel ore, and the government’s expectation 
of job creation for local people has also yet to be successfully realized as 
these smelters prefer to hire unskilled foreign labours (from China) which 
indicated by lots of arrivals of foreign workers especially from China to Sulawesi 
and Maluku regions by using tourist visa/visa on arrival instead of working visa. 
Due to the reasons above, Mulyanto said he supported ESDM’s plan to limit the 
construction of new nickel smelters in the future especially ferronickel and NPI, 
and he hopes this policy can trigger the development of nickel sulphate plants 
and stainless steel mills as he estimated that the nickel sulphate/MHP export 
price could reach US$ 20,500/t Ni (IKI believes it should be in nickel basis) in 
2025 while the ferronickel and nickel matte prices at only US$ 15,500/t Ni and 
US$ 14,000/t Ni, and with the assumption of ferronickel production in 2021 of 0.1 
Mt Ni then the government’s income from ferronickel sales will be around US$ 
135.63 million, but the sales of 0.1 Mt Ni of nickel sulphate will provide income 
to government of US$ 171.87 million consisting of income from metal sales 
(royalty) of US$ 153.75 million and additional income from other instruments 
such as windfall and etc of US$ 18.12 million. Mulyanto also expressed his 
concerns over government coordination in  developing nickel downstream 
industry in Indonesia as he found lots of statements about nickel smelters 
came from the Coordinating Ministry of Maritime Affairs and Investment 
(Marvest) and ESDM, while the downstream sector is the domain of the 
Ministry of Industry, which then caused the nickel downstream industry today 
only produces low quality nickel products such as ferronickel and NPI. 
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Comment From Industry

The Indonesia nickel miners association (APNI) expressed its support to the 
government’s plan on the limitation of class two nickel smelters (ferronickel and 
NPI) as it estimates that assuming a total of 98 smelters will be operational in 
the future then nickel ore consumption will soar to 255.0 Mt per annum, which 
means that with the current ESDM data on nickel ore reserve of 1.7 Bt for the 
nickel grade of more than 1.6% then the reserves can only support the smelters 
for seven years of production, but the ore availability can increase up to 18 
years by including the data of ore resources of 4.6 Bt. APNI also recommended 
the government to limit export of ferronickel and NPI in the future, with 30% - 
50% of the total production should be sold to domestic mills such as Krakatau 
Steel to produce stainless steel.  APNI hopes that the government to support 
investment to make end products such as stainless steel, battery and electric 
vehicle. The association of Indonesia processing and refi ning companies (AP3I) 
said it supported to government’s plan on the restriction of new nickel smelters 
due to low reserves of high grade nickel ore and it hopes the restriction can 
guarantee ore supply for existing and under construction smelters.  AP3I also 
hopes that the government will develop smelters which produce greater added 
value products in the future such as battery and stainless steel. 

Meanwhile, PT Vale Indonesia said the government’s plan on the restriction of 
new ferronickel and NPI smelters could be driven by the huge output of class 
two nickel products in Indonesia, causing oversupply in the global nickel market 
as these products are only absorbed by stainless steel mills.  The company also 
thinks that the restriction could be aimed to support the government’s plan 
on developing nickel battery and electric vehicle industries. Vale believes that 
this restriction policy, if implemented, will not hinder its business development 
in the future as there are several development options can be chosen by Vale 
to maximize its nickel ore deposits. PT Aneka Tambang in its response to the 
government’s idea of limiting the construction of new ferronickel and NPI smelters  
only said about its commitment to comply with the government regulation and 
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will optimize the company’s business operation in other sectors such as gold 
and bauxite. Arif Tiammar, a nickel mining practitioner and also the director of a 
nickel smelter in Indonesia, said the government’s plan to limit the construction 
of new class two nickel smelters must be supported to help ensure the supply 
of raw materials in the future as he estimates the current reserves of saprolite 
nickel ores are only adequate for seven years of consumption as at this moment 
there are 125 nickel furnaces in Indonesia and with total ore consumption per 
year reaching 82.0 Mwt – 130.0 Mwt, but he also suggested the government to 
allow nickel smelter projects currently under construction to proceed. Arif also 
proposed the government to increase limonite ore consumption by persuading 
the existing smelters to change their nickel ore consumption from saprolite 
to limonite and the government can also encourage the pyrometallurgy smelters 
to produces nickel sulphate products. Arif also said that the government should 
continue to support the development of nickel sulphate and stainless steel mills 
in the future due to higher added value.  

Comment From Others

The mining experts association (Perhapi) said ESDM data shows that Indonesia’s 
proven reserve of saprolite nickel ore with grade 1.7% at only 0.77 Bt, and at this 
moment there are 21 nickel smelters operating in Indonesia with total nickel ore 
consumption of 95.5 Mwt per annum, which means the availability of saprolite 
nickel ore will only last for 8 – 10 years of production, and the government has 
made several programs and issued some regulations to accelerate exploration 
activities in order to increase nickel reserves and high conversion in the nickel 
ore resources. Perhapi also said Indonesia has abundant limonite ore reserve 
but has yet to be developed due to low demand even though this ore can 
be processed to produce class 1 nickel products by using hydrometallurgy 
process which is still under development in Indonesia. Meanwhile, the Director 
of natural resources strategic studies (Cirrus), Budi Santoso believes that the 
government must limit the smelters construction to ensure raw ore availabilities 
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as the information regarding Indonesia’s nickel deposit came only from ESDM 
which has yet to be confi rmed by respected institution in mining exploration in 
Indonesia such as the Mineral Reserve Committee (KCMI) and the Indonesia 
national standard (KSN). Please be noted that Budi Santoso has passed 
away on July 2021 and IKI would like to express our condolences on the 
passing away of one of the mining experts in Indonesia.

IKI found interesting statement came from Faisal Basri, an economist and 
politician, who claimed that currently Indonesia only gets 10% from the added 
value in nickel sector while 90% goes to the Chinese investors which built the 
smelters in Indonesia, which thus can be said that Indonesia has been “used” 
to support the China metal industries, and he also explained that the Chinese 
smelters in Indonesia producing NPI and ferronickel with maximum nickel grade 
of 20% - 25%, while in the production process they bought nickel ore with 
price 25% or a third of the international price, and with several fi scal incentives 
provided by Indonesian government to the Chinese smelters such as tax 
holiday and has allowed the nickel metals exporters able to provide discounts 
on their ferronickel and NPI sales to China, which means Indonesia’s export 
value has increased but not with the government’s income, and these nickel 
metals will be processed by China’s mills to produce steel slabs and other 
stainless steel products such as spoon, knives, and many more which then are 
exported back to Indonesia.  Faisal also believes the Chinese investor will only 
build one HPAL smelter in Indonesia as they prefer to get ferronickel and NPI 
from Indonesia

IKI’s Comment

IKI noted that majority industry players and mining organizations in Indonesia 
believe that the government should restrict the construction of new nickel 
smelters especially the pyromettallurgy smelters due to the country’s low reserve 
of high grade nickel ore and low government income, with one DPR member 
said the actual government’s income from the nickel downstream industry is 
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not as high as promised by ESDM of 19 times more than income from ore sales. 
The institute for essential service reforms (IESR) also said that the added value 
in the mineral sector especially in nickel downstream are providing more benefi t 
to the Chinese investors, conglomerates and oligarchs, rather than providing 
income to the government and local people as the products produced from the 
Chinese smelters are categorized as low grade nickel metal (NPI and ferronickel) 
and must be processed further to become stainless steel and at this moment 
the conversion process are made in China, and therefore IESR believes that 
the 19 times added value promised by Indonesia government will never be 
realized and IESR’s conclusion is also based on the recent statement made by 
a former ESDM Director General of coal and mineral who said that the current 
downstream progress in nickel sector will give added value of only two times 
– three times higher than exporting ore and IESR also said the research made
by University of Indonesia has mentioned that the current nickel downstream in 
Indonesia will give maximum added value of only four times than nickel mines. 

Non-tax income in coal and mineral sectors (IDR trillion)

Source: ESDM, IKI’s analysis
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IKI had conducted research on government’s income from nickel sector, before 
and after the downstream process, but it “seems” the information are diffi cult 
to get as some fi les were missing, which IKI found very much interesting, and 
IKI had tried to request to ESDM PNBP sector but has yet to be responded 
and IKI also had tried to request this information from the Ministry of Finance 
but it claimed that the ministry does not have the information. Therefore, for 
the purpose of this report, IKI has made our own estimate about the non-
tax income (PNBP) in the nickel sector in 2013 – 2017 as shown in the chart 
1 above. ESDM said that PNBP from nickel in 2020 was IDR 2.91 trillion or 
increased 45.91% y-o-y due to high nickel price, higher metal output, high ore 
production and the government policy regarding the determination of nickel 
ore price in domestic market. IKI also noted that the share of nickel income in 
the total PNBP in the coal and mineral sector in 2020 was 8.4% or increased 
than the share in 2019 of 4.4% due to low coal sector performance because of 
Covid-19. IKI also calculated that the nickel share in total PNBP in the coal and 
mineral sector in 2014 was 2.1% which means that the signifi cant increase in 
smelter development during 2014 - 2020 was only able to increase government 
income by 3.95 times despite the fact that the government has given many 
fi scal incentives and lots of allowances to the smelter companies.   

IKI found plenty of statements from the Marvest which said that the existence 
of nickel smelters has provided plenty of benefi ts to the local people such as 
jobs, income, and many more.  However, IKI found several NGOs have made 
complaints about the job opportunity for local people together with the statement 
from one of the DPR members as IKI quoted above. Meanwhile, the Ministry 
of Finance in its formal report about Central Sulawesi said the unemployment 
rate in the province in August 2020 was 3.77% or increased 0.66% y-o-y to 
83,000 people and with the highest unemployment rate was witnessed in Palu, 
Morowali regency, and Poso regency and the Ministry of Finance reasoned the 
increase in the unemployment rate was due to restriction of economic activities, 
transportation, and social activity as the effect of Covid-19 and it predicted the 
employment rate will be better supported by the improvement in the province’s 
economic activity. The Ministry of Finance also said the level of poverty in the 
province in August 2020 was 13.06% or decreased 0.12% y-o-y but higher 
than the national rate of 10.19% and this situation needs more attention from 
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SHARESPERFORMANCE
IDX-Listed coal miners shares performance
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