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NEWSLETTER  
5 October 2021 

NEW CHAPTER OF MINING LAW:  

THE LONG-AWAITED GOVERNMENT 

REGULATION HAS BEEN FINALLY 

ISSUED! 

An Overview 

On 10 June 2020, the Government of Indonesia issued Law No. 3 of 2020 

on Mineral and Coal that has been amended by Law No. 11 of 2020 on 

Job Creation (Mining Law). The Mining Law introduced several 

significant changes to the mining sector, which need to be further 

regulated in the level of implementing regulations within a year since the 

issuance of the Mining Law.  

While still missing some crucial issues related to reclamation, post-

mining, and good mining practice, we believe that Government 

Regulation No. 96 of 2021 on the Implementation of Mineral and Coal 

Mining Business Activities (GR 96/2021) would open an exciting new 

chapter for Indonesia’s mining industry! 

Background 

The issuance of GR 96/2021 as the first implementing regulation of the 

new Mining Law will cover the missing pieces of what needs to be 

regulated further under the new Mining Law as it revoked Government 

Regulation No. 23 of 2010 on the Implementation of Mineral and Coal 

Mining Business Activities along with its amendments (GR 23/2010). 

This newsletter will elaborate the major changes brought by GR 96/2021. 
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Main Changes 

Standard Certificate 

Law No. 11 of 2020 on Job Creation (Omnibus Law) introduced a new 

concept of risk-based business licensing that covers 4 types of business 

risks, namely: low, medium-low, medium-high, and high risks. 

Specifically for medium-low and medium-high business which would be 

relevant for certain parts of mining industry, Omnibus Law used 

Standard Certificate as the main license.  

Unfortunately, the concept of Standard Certificate along with its 

application in the Online Single Submission Risk Based Approach 

System are still unclear under the Omnibus Law and its existing 

implementing regulations. We expect that GR 96/2021 will further 

explain the concept for Standard Certificate in the mining sector. 

However, GR 96/2021 stipulates that the procedure for granting Standard 

Certificate will be further stipulated under ministry regulation.1  So, we 

still have to wait for the ministry regulation to be issued to cover the 

procedure and provisions on standard certificate. 

Sole Partnership as the Holder of Mining License 

The new Mining Law stated that IUP (Izin Usaha Pertambangan/IUP) can 

be granted to a sole partnership. GR 96/2021 further sets out that sole 

partnership will only include firm (perusahaan firma) and commanditaire 

partnership (perusahaan komanditer).2 This is different from the previous 

regime under GR 23/2010, where IUP can also be granted to an individual 

that holds Indonesian citizenship. It is clear now that IUP can no longer 

be granted to individuals. For IUP that has been granted to an individual, 

GR 96/2021 stated that such IUP would be valid until the expiration date.3 

 

 
1 Article 139, GR 96/2021. 
2 Article 9 (3), GR 96/2021. 
3 Article 198, GR 96/2021. 



 

Mining License for State-Owned Enterprises 

GR 96/2021 regulates specific provisions on IUP granted to State-Owned 

Enterprises (Badan Usaha Milik Negara/BUMN). These provisions 

mentioned that a part of the mining area used for Operation Production 

Stage (OP Stage) by a BUMN can be transferred to another business 

entity, provided that 51% or more of its shares are owned by such 

BUMN.4 This transfer can be done after obtaining Ministry of Energy and 

Mineral Resources (MEMR)’s approval. GR 96/2021 mandates the 

MEMR to issue a ministry regulation to further regulate the 

implementation of the transfer.5 This provision comes with a post-

requirement where the total share ownership of such BUMN in the 

business entity that receives the transferred area cannot be diluted to less 

than 51%.  

It may raise a question of whether this provision is also applied to SOE’s 

subsidiaries in SOE holding of mining business. Referring to Article 2A 

(7) of Government Regulation No. 72 of 2016 on the Changes of 

Government Regulation No. 44 of 2005 on the Procedures for 

Participation and Administration of State Capital in the SOE and Limited 

Liability Company, SOE’s subsidiaries in SOE holding is treated the 

same as the SOE to get specific policies, including in natural resources 

management with certain treatment as applied to SOE. With this new 

provision added, it can be concluded that the SOE’s subsidiaries in SOE 

holding may conduct such transfer its subsidiaries.  

Timeline on the Auction of Mining Area 

GR 96/2021 has now provided better certainty on the timeline for 

conducting mining area auction by the Government of Indonesia.  The 

highlight of this provision is that prior to an auction of metal mineral or 

coal mining area, MEMR will announce the auction process to the public 

within a period of no later than 14 calendar days or at the earliest 60 

calendar days prior to such auction.  

 

 

 
4 Article 12 (1), GR 96/2021. 
5 Article 73, GR 96/2021. 



 

The above announcement must at least: 

(a) be published in 1 local printed media and/or published in 1 

national printed media; 

(b) be announced at the office or through the official website of 

MEMR; and/or 

(c) be announced at the office or through the official website of the 

relevant Provincial Regional Government.  

Mineral and Coal Reserves Security Fund 

To ensure the safety of new reserves discovered by mining business 

actors in their mining area, GR 96/2021 sets out a provision regarding 

mineral and coal reserves fund security. For mineral and coal 

conservation, each IUP holder for OP Stage must carry out advanced 

exploration every year to discover new reserves in the mining area.6  In 

such case, the IUP holder is required to allocate an annual budget as a 

mineral and coal reserve security fund.7 The amount of the mineral and 

coal reserve security fund shall be proposed in the Annual Work Plan 

and Budget (Rencana Kerja dan Anggaran Biaya/RKAB). 

Coal Development Activities 

GR 96/2021 further stipulates the requirements to conduct one of the 

activities of coal development as introduced in the new Mining Law,8 

namely, coal gasification that includes underground coal gasification or 

coal liquefaction.9 The applicable requirements to conduct the 

development of coal gasification are: 

(a) coal development activities that produce intermediate products 

conducted based on IUP OP Stage; and 

(b) intermediate product development activities are the final product 

made by IUP holder for OP Stage that are carried out based on 

the license issued in accordance with regulations in the field of 

industry. 

 
6 Article 48 (2), GR 96/2021. 
7 Article 48 (3), GR 96/2021. 
8 Article 102 (2), Mining Law. 
9 Article 57, GR 96/2021. 



 

The criteria for intermediate products and final products are determined 

by MEMR after coordinating with the Ministry of Industry.10 This new 

provision is important for mining business actors that intend to conduct 

coal gasification or liquefaction. 

Mining Services Business Activities (IUJP) 

The new Mining Law mandates the Government of Indonesia to further 

regulate IUJP activities in the GR. However, GR 96/2021 is still silent on 

what kind of mining activities that IUJP holders can conduct since the 

last regime limits this mining activity to only cover topsoil stripping 

activities. Therefore, it is still unclear whether IUJP holder can perform 

other mining services outside of topsoil stripping. 

Additionally, GR 96/2021 also introduces an additional requirement for 

using an IUJP holder that is a foreign direct investment company. The 

IUP or IUPK holder may only engage a foreign direct investment 

company that holds IUJP after making announcements on local or 

national media regarding such tender and there is no local mining 

service company that is technically and/or financially capable to conduct 

such activities.  

In addition, GR 96/2021 emphasizes a subcontracting scheme for IUJP 

activities. GR 96/2021 regulates that IUJP holder may grant some part of 

its work to other parties on the condition that it prioritizes local 

contractors.11  

There is no further explanation of “other parties” intended in this 

stipulation, whether it means that IUJP holder may sub-contract parts of 

its work to all other parties, or only to other IUJP holders. If the intention 

of “other parties” is to cover all parties (not only to other IUJP holders), 

this stipulation needs to set the limitation of activities that can be 

subcontracted to other parties, so the scheme to conduct main mining 

service as regulated under Article 124 of new Mining Law and Article 

137 of GR 96/2021 by the subcontractor can be avoided. The Government 

of Indonesia needs to clarify and emphasize that for the subcontracting 

 
10 Article 58, GR 96/2021. 
11 Article 138, GR 96/2021. 



 

scheme on main mining service, the subcontractor needs to hold IUJP for 

avoiding the violation of Article 124 of new Mining Law and Article 137 

of GR 96/2021. 

Suspension of Mining Licenses 

The new Mining Law regulates the conditions that may result in the 

suspension of mining license, such as force majeure, hindering 

circumstances, and the condition of the environmental area.12 GR 96/2021 

stipulates that the condition of force majeure and hindering 

circumstances serve as the basis for the suspension if they result in the 

partial or complete cessation of all mining business activities,13 while the 

suspension as the result of environmental conditions may be imposed if  

the OP Stage activities will result in:14 

(a) the occurrence of environmental quality degradation; and/or 

(b) disturbance in the stability of the ecosystem. 

Reclamation 

The holder of IUP in OP Stage may apply for a partial reduction or return 

of the entire mining area to the MEMR with the condition that the IUP 

holder must carry out reclamation and/or post-mining activities until it 

reaches 100% level of success (i.e. to return the condition of the area back 

to the initial condition before there were mining activities).15 However, 

based on our no-name discussion with MEMR, the Government of 

Indonesia will further regulate on reclamation matter in another 

government regulation. 

Sales of Mineral and Coal in Certain Conditions 

GR 96/2021 introduces the concept of mineral and coal sales in certain 

conditions, namely, for mining license holders whose license has been 

expired or revoked. Minerals or Coal in the stockpile facility of the 

 
12 Article 113, Mining Law. 
13 Article 151 (1), GR 96/2021. 
14 Article 151 (2), GR 96/2021. 
15 Article 146 (3), GR 96/2021. 



 

mining license holders that have been expired or revoked may be sold 

after submitting the application and obtain the approval of the MEMR.16  

Divestment Obligation 

GR 23/2010 regulated the divestment process, starting from 20% on the 

6th year of production and reaching 51% by the 10th year of production. 

Currently, GR 96/2021 also regulates that the IUP and IUPK holders for 

OP Stage whose shares are owned by foreign shareholders must 

gradually divest 51% of its shares to Central Government, Local 

Government, BUMN, BUMD, and/or National Private Business Entities.  

However, GR 96/2021 provides more detailed divestment scheme based 

on the types of mining activities that they are carrying out. The condition 

requirements of divestment obligation for IUP and IUPK holders for OP 

Stage will be further explained in the Annex. 

Closing  

Generally, GR 96/2021 has clarified some outstanding matters in the 

Mining Law. However, this does not mean that the work is done, because 

to determine whether this implementing regulation is a success or not it 

will heavily depend on the readiness of the relevant government 

institutions in implementing the regulations.  

 

 
16 Article 183, GR 96/2021. 
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ANNEX 

Condition Requirements of Divestment Obligation for IUP And IUPK Holders for OP Stage 

 

Mining 

Activities 

Open method and not 

integrated with 

Processing and/or 

Refining or 

Development and/or 

Utilization facilities 

Open method and 

integrated with 

Processing and/or 

Refining or Development 

and/or Utilization 

facilities 

Underground mining 

method and not 

integrated with 

Processing and/or 

Refining or 

Development and/or 

Utilization facilities 

underground mining 

method and integrated 

with Processing and/or 

Refining or 

Development and/or 

Utilization facilities 

Divestment 

Percentage 

(since the 

production) 

 

1. 10th year: 5%; 

2. 11th year: 10%; 

3. 12th year: 15%; 

4. 13th year: 20%; 

5. 14th year: 30%; and 

6. 15th year: 51% 

1. 15th year: 5%; 

2. 16th year: 10%; 

3. 17th year: 15%; 

4. 18th year: 20%; 

5. 19th year: 30%; and 

6. 20th year: 51% 

1. 15th year: 5%; 

2. 16th year: 10%; 

3. 17th year: 15%; 

4. 18th year: 20%; 

5. 19th year:30%; and 

6. 20th year: 51% 

1. 20th year: 5%; 

2. 21st year: 10%; 

3. 22nd year: 15%; 

4. 23rd year: 20%; 

5. 24th year:30%; and 

6. 25th year: 51% 

 


