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Dr Lars Schernikau, IchorCoal NV, Germany, and

& ' Daniel Goeckus, PT HMS Bergbau Indonesia,
discuss the current state of the coal industry in
Sumatra and Central Kalimantan in Indonesia and
explore the potential for future development.
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Coal and the world: what is
Indonesia’s role?

In 2012, about 7 billion t of coal, incuding
thermal coal, metallurgical coal and other coal
products were produced. Of this, about one
seventh, orjust over 1 billion t, was traded on
the seaborne market, Of this, about

300 million t of thermal coal in

to more than 35% of the global seaborne
thermal coal trade of about 780 million t.
Figure 2 provides more detailed numbers based
on 2011 only (as updated reports were not
available at the time of writing). At the same
time, according to the German Federal Institute
for Geosciences and Natural Resources (BGR),
Indonesia officially accounted for enly 2%, or
14 billien t, of global coal reserves of

755 billion t (87 billion t of Indonesia s
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remaining potential for coal
corresponds to (.5% of the remaining
potential of coal globally). The country
seems short of its natural resource, but
at the same time, the industry knows
that coal reserves are vastly
underestimated and still
under-explored. The Indonesian Coal
and Mining Association (ICMA)
estimates total resources at significantly
higher levels, 122 billion t for 2011, than
the BGR, which may still rely on older
data. This alone demonstrates the
difficult situation with reliable data.
Indonesia is the largest economy in
Southeast Asia and the mineral sector,

Table 1. Top 11 global hard coal producers

including coal, contributes 12% to the
country s GDP, totalling about

US$ 93 billion. The high demand for
lower quality coal in India, China and
even South Korea and Southeast Asia
has sustained coal export growth in
Indonesia despite the country s limited
domestic coal consumption of over

50 million t in 2012.

Some Indonesian politicians have
mentioned that itis important to
preserve Indonesia s coal resources for
domestic use and therefore have
considered limiting production or export
or both. However, the facts are as
follows:

Rank Company’ Headquarters 2011 production (million t)
1 Ceal India India 436
2 Peabody' us 268
3 Shenhua China 160
4 Arch Coal us 157
5 China Coal China 160
6 BHP Billiton Australia 104
7 Anglo American UK 103
8 SUEK | Russia 92
9 Xstrata Switzerland 85
10 Bumi Group Indonesia 70+
n Rio Tinto Australia 49
Total 1806
Share of global hard coal production 26%
Global hard coal production 6960
1. Only includes Peabody’s own production.
Source: Author's market research and analysis based on YDKI 2011/2012.
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Figure 1. Indonesia’s coal exports by province (total 2011: 273 million t).

Source: Authors’ and PT HMS Bergbau Indonesia research and analysis; Indonesian Coal

Mining Association; Ministry of Energy and Mineral Resources Republic Indenesia.
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n Indonesia s resource/ production
ratio is very healthy at about
290 years at current production
levels. Even if the country were
to consume 150 million tpa
domestically, or three times the
current domestic consumption,
there would still be enough coal
by international standards when
compared to other large exporting
nations. Indonesia s resource
security easily tops Colombia and
South Africa.

n The resource base and the
appropriate reserve base will
further increase as exploration
continues and mining technology
becomes more efficient.

n  Within the next 50 100 years,
it is expected that new power
generating technology will reduce
the global dependence on coal
substantially, thus any coal reserve
will not need to last much longer.

n  As aresult, Indonesia is not likely
to be without coal and worries
that Indonesian coal may not be
sufficient to continue its aggressive
exports are not wa rranted.

Indonesia’s coal production
provinces

The two regions and large islands of
Kalimantan and Sumatra are the areas
where coal is produced today

(Figure 1). Historically, Indonesia has
been exporting its coal (which started
only in the last three decades) only
from East and South Kalimantan. The
official coal resource in those two
regions amounts to about 41 billion t
in East and 11 billion tin

South Kalimantan (Figure 3). At
current levels of production, the coal
will still last a combined total of more
than 150 years.

Indonesia s seven export provinces
in order of importance (according to
2011 coal export numbers) are as
tollows:

East Kalimantan: 157 million t.
South Kalimantan: 93 million t.
South Sumatra: 11 million t.
Jambi: Sumatra, 4 million t.
Central Kalimantan: 3.5 million t.
Bengkulu, Sumatra: 2.4 million t.
Riao, Sumatra: 1.5 million t.
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