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Processing minerals for export now mandatory
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After a long and contentious discussion involving many interested par-
ties, the Government of Indonesia issued a regulation that bans the
export of raw minerals/ores. Government Regulation No. | of 2014
(GR 1/2014) was issued on January | Ith, 2014, one day before the
deadline for the domestic processing and refining of raw minerals/ores
as mandated by the 2009 Mining Law. GR 1/2014 requires mining
companies to process and refine raw minerals/ores in Indonesia.

Processing and refining
The same day GR 1/2014 was issued, the Minister of Energy and
Mineral Resources (MEMR) issued MEMR Regulation No. | of 2014
(MEMR 1/2014), stipulating the minimum standards of processing
and refining before minerals can be exported. MEMR /2014 differ-
entiates between processing and refining, which is important in
determining those exports that are, at least temporarily, allowed and
those that are strictly prohibited.

Processing is required for all types of minerals, either metal, non-
metal or rock, while refining is required only for metal minerals,
including the associated minerals, by-products and residual minerals.

Cooperation among mining companies

If a mining company is unable to perform the required processing
and/or refining for the export of its minerals it can cooperate with
other mining companies or smelting companies to satisfy the mini-
mum standard of processing and refining as required under MEMR
[/2014. Such cooperation can be in the form of the sale and pur-
chase of raw mineral ores or concentrate, or through joint construc-
tion of a processing facility. Approval from the MEMR or the governor
or regent/mayor where the mining company operates is required
before a company can engage in such cooperation.

Special exceptions

With many mining companies in Indonesia likely unable to satisfy the
requirements in GR 1/2014 and MEMR /2014, the Government
has provided special exceptions. Under these exceptions, five metals
can be exported if they have been processed to a certain limit even
though they have not been refined. These five metals are copper,
iron, lead, manganese, and zinc. Bauxite, chromium, gold, nickel,
silver, and tin will not be exempted in any way.

A recommendation from the Directorate General of Mineral and
Coal is required for such exception. To obtain a recommendation, a
mining company must have sufficient reserves for future processing, have
a credible plan to build a smelter or to cooperate with others for such
construction, and comply with accepted good environmental principles.

Note that these exceptions are valid for only three years. As of
2017, as things stand at the moment, all minerals exported from
Indonesia will have to be processed and/or refined, adding value to
the minerals.

Export procedures

Minerals that have been processed or refined are categorised as goods
for which export is limited, while raw minerals and ore are categorised
as goods for which export is prohibited. To export processed or refined
minerals, the exporter must be registered with the Ministry of Trade
and obtain a Registered Exporter Certificate for the Export of Mining
Products (Eksportir Terdaftar Produk Pertambangan). This certificate is
valid for three years and may be extended an unspecified number of
times. Before any mining products are exported they must first obtain
approval from a Ministry of Trade-registered surveyor to ensure they
have been processed to the required standard.

Implications

The Indonesian Mineral Entrepreneurs Association (Apemindo) has
fled a legal challenge against the raw ore export ban and numerous
business groups have expressed their opposition to the rules. Coupled
with the long and troubled history of the ban, it would not be a surprise
if these regulations were not the last word on this policy.

But the Government of Indonesia, despite protests that the
processing standards and the requirement to build a smelter are too
high a bar, has expressed optimism that the raw ore export ban will
enhance the downstream mining industry. We would note that there
has been an uptick in interest among some foreign investors in estab-
lishing smelting companies in Indonesia.

We would expect that the mining industry in Indonesia will con-
tinue to attract foreign investment despite the ups and downs in
regulatory and licensing matters.
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