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3 Mechanics of Acquisition of Rights

3.1 What rights are required to conduct 
reconnaissance?

Mining rights in Indonesia principally take the form of mining 
business licences (“IUP”), of which there are two types: the IUP 
for exploration (“Exploration IUP”); and the IUP for produc-
tion operation (“Production Operation IUP”).

The Indonesian Mining Law also recognises other forms of 
mining activity-related licences; among other things, special 
IUPs, special IUPs as the continuation of contract-based mining 
operations (contracts of work and coal contracts of work) and 
people’s mining licences. 

An Exploration IUP grants its holder the right to conduct the 
activities of a general survey, exploration and feasibility study, 
while the Production Operation IUP grants its holder the rights 
to conduct the activities of construction, mining, processing and/
or refining or development and/or utilisation, and transportation 
and sale.

3.2 What rights are required to conduct exploration?

An Exploration IUP is required (please see question 3.1).

3.3 What rights are required to conduct mining?

A Production Operation IUP is required (please see question 
3.1).

3.4 Are different procedures applicable to different 
minerals and on different types of land?

The procedures and requirements for different minerals and 
different types of land are generally the same.

However, different terms are applicable to different minerals 
and coal, as shown in the table overleaf.

3.5 Are different procedures applicable to natural oil 
and gas?

Natural oil and gas are governed under a different source of law, 
namely Law No. 22 of 2001 on Natural Oil and Gas, as amended 
by Law No. 11 of 2020 on Job Creation.  Thus, the different proce-
dures are applicable to natural oil and gas.

1 Relevant Authorities and Legislation

1.1 What regulates mining law?

Indonesian mining law is regulated under Law No. 4 of 2009 
on Mineral and Coal Mining, as amended by Law No. 3 of 2020 
on the Amendment to Law No. 4 of 2009 on Mineral and Coal 
Mining and Law No. 11 of 2020 on Job Creation (“Indonesian 
Mining Law”).  The Indonesian Mining Law has a series of 
implementing regulations which mainly consists of various 
government regulations and ministerial regulations.

1.2 Which Government body/ies administer the mining 
industry?

The Directorate General of Mineral and Coal of the Ministry 
of Energy and Mineral Resources of the Republic of Indonesia 
(“DGMC”) is responsible for formulating and implementing 
policies in the fields of development, control and supervision of 
mineral and coal mining activities.

1.3 Describe any other sources of law affecting the 
mining industry.

In general, there are various other sources of law which can affect 
the mining industry depending on the nature of the activities 
concerned.  Law No. 32 of 2009 on Environmental Protection 
and Management as amended by Law No. 11 of 2020 on Job 
Creation, Law No. 5 of 1960 on the Basic Agrarian Principles 
and their implementing regulations may be considered the other 
main sources of law that can affect the mining industry.

2 Recent Political Developments

2.1 Are there any recent political developments 
affecting the mining industry?

There are currently no developments of note to report.

2.2 Are there any specific steps the mining industry is 
taking in light of these developments?

Please see question 2.1.
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In addition, the change in status of a mining company from 
domestic investment status to foreign investment status shall be 
subject to the following maximums in foreign share ownership:
(a) 75% for the holder of an Exploration IUP;
(b) 49% for the holder of a Production Operation IUP that does 

not conduct its own processing and/or refining activities; 
(c) 60% for the holder of a Production Operation IUP that 

conducts its own processing and/or refining activities; and
(d) 70% for the holder of a Production Operation IUP that 

conducts underground mining activities.

4.4 Are there requirements for ownership by 
indigenous persons or entities?

Please see question 4.2.  The said requirements will occur in the 
event of implementation of the divestment obligation.

4.5 Does the State have free carry rights or options to 
acquire shareholdings?

The State does not have free carry rights but does have a priority 
right to acquire the shareholdings in the event of implementa-
tion of the divestment obligation.

5 Processing, Refining, Beneficiation and 
Export

5.1 Are there special regulatory provisions relating to 
processing, refining and further beneficiation of mined 
minerals?

The regulatory provisions relating to the activities of processing, 
refining and beneficiation of mined minerals are governed under 
the Indonesian Mining Law, but if these activities are separable 
and independent from mining activities, their regulatory provi-
sions shall fall within the industrial regulation regime.

4 Foreign Ownership and Indigenous 
Ownership Requirements and Restrictions

4.1 What types of entity can own reconnaissance, 
exploration and mining rights?

An IUP is granted to Indonesian legal entities, cooperatives or 
individual companies.

4.2 Can the entity owning the rights be a foreign entity 
or owned (directly or indirectly) by a foreign entity and 
are there special rules for foreign applicants?

A foreign entity cannot directly own the rights.  Any foreign 
mining investment must be made by establishing an Indonesian 
legal entity in the form of a foreign investment company.  
Foreign entities can own 100% of the shares in the company 
but must gradually divest their shares up to 51% to the central 
government, regional governments, state-owned companies, 
regional-owned companies, and/or Indonesian wholly owned 
companies (or through the Indonesian capital market if the fore-
going divestment cannot be concluded) on an in-order basis, 
from the sixth year of production to the 10th year of production.  
The minimum gradual divestment is as follows:
(a) 20% in the sixth year of production;
(b) 30% in the seventh year of production;
(c) 37% in the eighth year of production;
(d) 44% in the ninth year of production; and
(e) 51% in the 10th year of production.

4.3 Are there any change of control restrictions 
applicable?

Any change of shareholding composition in a mining company 
shall first be approved by the Minister of Energy and Mineral 
Resources (“MEMR”), which means that any change of control 
shall necessarily require prior approval from the MEMR.  The 
change of control shall also take into account the applicable divest-
ment obligation.

Mining 
Product

Exploration IUP Production Operation IUP

Granting Term Area Granting Term Area

Metal 
minerals By tender

8 years + 
1 year per 
extension

Max. 
100,000 ha

Guaranteed 
after the 
completion of 
exploration 
activities

20 years + 2 extensions (of 10 years each)

30 years + 10 years per extension with 
integrated processing and/or refining 
facilities

Max. 
25,000 ha

Non-metal 
minerals By application

3 years

7 years for 
certain 
non-metal 
minerals

Max. 
25,000 ha

10 years + 2 extensions (of 5 years each)

20 years + 2 extensions (of 10 years each) 
for certain non-metal minerals

Max. 
5,000 ha

Rocks By application 3 years Max.
5,000 ha 5 years + 2 extensions (of 5 years each) Max. 

1,000 ha

Coal By tender
7 years + 
1 year per 
extension

Max. 
50,000 ha

20 years + 2 extensions (of 10 years each)

30 years + 10 years per extension with 
integrated development and/or utilisation 
activities

Max. 
15,000 ha
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7.2 Are rights to conduct reconnaissance, exploration 
and mining capable of being held in undivided shares?

Please see question 7.1.  Exploration-related activities can be 
conducted partially or wholly under an Exploration IUP, while 
production operation-related activities can be conducted partially 
or wholly under a Production Operation IUP.

7.3 Is the holder of rights to explore for or mine a 
primary mineral entitled to explore or mine for secondary 
minerals?

An IUP is granted for one type of mineral or coal only.  Further, 
a state-owned company or the holder of an IUP for non-metal 
minerals and/or rocks can have more than one IUP.  If the 
holder of an IUP finds other mining products in its mining area, 
it will have a priority right to explore and mine them by applying 
for a new IUP.

7.4 Is the holder of a right to conduct reconnaissance, 
exploration and mining entitled to exercise rights also 
over residue deposits on the land concerned?

The holder of an IUP is entitled to mine deposits of mining prod-
ucts as long as its IUP is valid.  In addition to mined minerals, 
the holder of an IUP is entitled to mine associated minerals.

7.5 Are there any special rules relating to offshore 
exploration and mining?

There are none.  Offshore areas fall within mining jurisdiction 
and are subject to the Indonesian Mining Law.

8 Rights to Use Surface of Land

8.1 Does the holder of a right to conduct 
reconnaissance, exploration or mining automatically 
own the right to use the surface of land?

An IUP does not cover the title over the surface of land, and 
thus does not automatically give its holder the right to use the 
surface of land.  On the contrary, the right of surface land does 
not give its holder entitlement to conduct mining activities or 
ownership of mining products in the land.

8.2 What obligations does the holder of a 
reconnaissance right, exploration right or mining right 
have vis-à-vis the landowner or lawful occupier?

The holder of an IUP is only able to use the surface of land for 
its mining activities after obtaining approval from and settling 
the land title with the landowners in accordance with prevailing 
laws and regulations.

8.3 What rights of expropriation exist?

The government is entitled to acquire land for public interest – 
among other things, for national defence and security, public 

5.2 Are there restrictions on the export of minerals and 
levies payable in respect thereof?

Principally, the holders of Production Operation IUPs must 
process and/or refine their mining products domestically and 
thus, only processed mining products which have met a certain 
minimum limitation of processing and/or refining can be 
exported.

However, the Indonesian Mining Law still allows the holders 
of Production Operation IUPs for metal minerals to export 
certain unrefined metal minerals within a certain quota until 
10 June 2023, provided that they: (i) have conducted processing 
and/or refining activities, are in the process of establishing 
processing and/or refining facilities and/or have entered into 
cooperation with the other holder of an IUP or third party who 
conducts processing and/or refining activities; (ii) have paid 
certain export duties; and (iii) have obtained an export recom-
mendation from the DGMC, an export approval from the 
Ministry of Trade (“MOT”) and verification or technical review 
from a surveyor appointed by the MOT.

6 Transfer and Encumbrance

6.1 Are there restrictions on the transfer of rights to 
conduct reconnaissance, exploration and mining?

The Indonesian Mining Law allows a holder of an IUP to 
transfer its IUP to a third party after obtaining prior approval 
from the MEMR, in which case the holder of an IUP shall have, 
at least, completed exploration activities evidenced by the avail-
ability of sources and reserves data, and fulfilled the administra-
tive, technical, environmental and financial requirements.

6.2 Are the rights to conduct reconnaissance, 
exploration and mining capable of being mortgaged or 
otherwise secured to raise finance?

The Indonesian Mining Law clearly prohibits the holder of an 
IUP to encumber any third party with its IUP and its mining 
products.

7 Dealing in Rights by Means of Transferring 
Subdivisions, Ceding Undivided Shares and 
Mining of Mixed Minerals

7.1 Are rights to conduct reconnaissance, exploration 
and mining capable of being subdivided?

The activities of general survey, exploration and feasibility study 
are within the exploration phase, based on an Exploration IUP; 
while the activities of construction, mining, processing and/or 
refining or development and/or utilisation, and transportation 
and sale are within the production operation phase, based on a 
Production Operation IUP.  The holder of an IUP can conduct 
partially or wholly these mining business activities either in the 
exploration phase or production operation phase, but explora-
tion-related activities and production operation-related activi-
ties shall be held separately under different IUPs.
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area, which consists of various forms of mining area, is stipu-
lated by the central government, after first being determined 
by the provincial government and consulted on in the House of 
Representatives of Indonesia, and shall accordingly constitute 
part of the national spatial layout.  Having said that, the granting 
of an IUP area and the exercise of mining activities in the IUP 
area granted, should have been done with consideration of, and 
in line with, the applicable zoning or planning requirements.  In 
addition, in terms of the preparation of environmental approval 
documents, the mining company shall be required to check and 
confirm the conformity of its mining area with the applicable 
spatial layout plan to the local government.

10 Native Title and Land Rights

10.1 Does the holding of native title or other statutory 
surface use rights have an impact upon reconnaissance, 
exploration or mining operations?

The general rule is that any mining activities cannot be conducted 
without prior approval from the landowners.

11 Health and Safety

11.1 What legislation governs health and safety in 
mining?

The Indonesian Mining Law provides that the holder of an IUP 
is obliged to implement the principles of good mining practice, 
which shall include, among other things, the implementation of 
mining safety provisions.  Such provisions are further governed 
under MEMR Regulation No. 26 of 2018 on the Implementation 
of Good Mining Principles and Supervision of Mineral and Coal 
Mining.

11.2 Are there obligations imposed upon owners, 
employers, managers and employees in relation to 
health and safety?

In fulfilling the principles of good mining practice, the holder of 
an IUP shall: (i) be obliged to appoint a mining technical head 
as the leader at the top of the mining field organisational struc-
ture, who shall lead and be responsible for implementing mining 
operations in accordance with the principles of good mining 
practice; and (ii) have competent mining technical personnel.  
In particular, in carrying out the mining safety provisions, the 
holder of an IUP shall provide all necessary equipment, gear, 
personal protective equipment, facilities, personnel and budget, 
and form and determine a mining safety organisation by refer-
ence to the number of employees, nature of activity or size of 
working area.

The mining safety provisions shall be carried out in accord-
ance with the approved feasibility study, environmental approval 
documents and annual working and budget plan.

11.3 Are there any unique requirements affecting the 
mining industry in light of the coronavirus (COVID-19) 
pandemic?

During the coronavirus pandemic, the Indonesian government 
has granted a relaxation to the holder of a Production Operation 
IUP for metal minerals, where its refinery facilities’ construction 

roads, toll roads, ports, oil and gas infrastructure and power-re-
lated infrastructure, but not for mining activities – and for such 
purpose, the relevant landowners must relinquish their lands, 
but only after receiving compensation or based on a final and 
binding court decision.

9 Environmental

9.1 What environmental authorisations are required 
in order to conduct reconnaissance, exploration and 
mining operations?

In the exploration phase, there is no environmental authorisa-
tion required.  The mining company is only required to submit 
a statement letter saying that it will comply with environmental 
protection and management-related regulations.

Before entering the production operation phase, the mining 
company must obtain environmental approval by preparing and 
obtaining environmental approval documents, in the form of 
an environmental impact analysis (AMDAL) or an environ-
mental management effort and environmental monitoring effort 
(UKL-UPL).

9.2 What provisions need to be made for storage of 
tailings and other waste products and for the closure of 
mines?

Technical approval is required in order to store tailings and 
other hazardous waste products.  The relevant storage shall: (i) 
be located in a location possessed by the mining company which 
is free from flooding and not vulnerable to natural disasters; (ii) 
have a facility which is in line with the amount and character-
istics of hazardous waste products and be equipped with envi-
ronmental pollution control measures in the form of, among 
other things, buildings, tanks, a silo and/or waste pile; and (iii) 
have emergency response equipment which consists of at least 
fire extinguishers and other relevant emergency response equip-
ment.  In addition, there is a time limitation on the storage of 
waste products, based on the category of each waste product.

For the closure of mines, a mining company is obliged to 
prepare a post-mining plan and provide a post-mining guarantee.

9.3 What are the closure obligations of the holder of a 
reconnaissance right, exploration right or mining right?

The closure of mines shall be conducted within 30 days after the 
mining activities are partially or wholly complete in the relevant 
mining areas, to restore the functions of the natural and social 
environment in accordance with local conditions.  In carrying 
out the closure, the mining company shall (i) carry it out in 
accordance with the post-mining plan until certain criteria for 
success are met, (ii) submit quarterly progress reports to the rele-
vant authorities, and (iii) return relevant lands to their owners 
(if applicable).

9.4 Are there any zoning or planning requirements 
applicable to the exercise of a reconnaissance, 
exploration or mining right?

In principle, the plan for the management of national minerals 
and coal is prepared by considering various aspects, including 
regional spatial layout and zoning plans.  Further, the mining 
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“dead rent” (a fixed fee calculated based on the size of mining 
area) and production fees or royalties on the sale of mining prod-
ucts (the rates will depend on the criteria of mining products), and 
regional revenues (e.g., regional tax and retribution, and commu-
nity mining contribution).

15 Regional and Local Rules and Laws

15.1 Are there any local provincial or municipal laws that 
need to be taken account of by a mining company over 
and above National Legislation?

There are none.  Principally, any local provincial or municipal 
laws prepared and issued shall be in line with, and shall not be 
contrary to, the provisions of the national legislation; in this case, 
the Indonesian Mining Law.

15.2 Are there any regional rules, protocols, policies or 
laws relating to several countries in the particular region 
that need to be taken account of by an exploration or 
mining company?

There are none.

16 Cancellation, Abandonment and 
Relinquishment

16.1 Are there any provisions in mining laws entitling the 
holder of a right to abandon it either totally or partially?

The holder of an IUP can reduce part of its mining area or return 
all of its mining area, provided it has fulfilled its obligations 
(including having fully completed the reclamation and post-
mining activities) and the application is approved by the MEMR.

16.2 Are there obligations upon the holder of an 
exploration right or a mining right to relinquish a part 
thereof after a certain period of time?

After a certain period of time, the holder of an Exploration IUP 
shall relinquish a certain part of its mining area and retain the 
following mining area:
(a) for metal minerals: a maximum of 50,000 hectares in the 

fourth year of exploration; and a maximum of 25,000 in 
the eighth year of exploration or at the end of the explora-
tion period when the Exploration IUP is upgraded to the 
Production Operation IUP;

(b) for non-metal minerals: a maximum of 12,500 hectares in 
the second year of exploration; and a maximum of 5,000 
in the third year of exploration or at the end of explora-
tion period when the Exploration IUP is upgraded to the 
Production Operation IUP;

(c) for certain non-metal minerals: a maximum of 12,500 
hectares in the third year of exploration; and a maximum 
of 5,000 in the seventh year of exploration or at the end 
of the exploration period when the Exploration IUP is 
upgraded to the Production Operation IUP;

(d) for rocks: a maximum of 2,500 hectares in the second 
year of exploration; and a maximum of 1,000 in the third 
year of exploration or at the end of the exploration period 
when the Exploration IUP is upgraded to the Production 
Operation IUP; and

progress has not reached 90%, to be still able to obtain export 
recommendations.  Further, the mining industry is considered 
one of the critical sectors and exempted from any restrictions 
placed on social or community activities due to the coronavirus 
pandemic.  Thus, companies within the mining industry can 
fully open their offices for work during restrictions on social or 
community activities, while maintaining strict health protocols.

12 Administrative Aspects

12.1 Is there a central titles registration office?

The Indonesian Mining Law centralises all administration and 
management of mining-related matters, including the issuance 
of mining licences, to the central government.  In this case, the 
MEMR with its directorate, the DGMC, will be the central titles 
registration office.

12.2 Is there a system of appeals against administrative 
decisions in terms of the relevant mining legislation?

Any disputes arising from or in respect of the implementation 
of an IUP shall be settled through courts or arbitration domes-
tically.  In the case of administrative decisions in terms of rele-
vant mining legislation, the appeal can be filed to the relevant 
state administrative courts.

13 Constitutional Law

13.1 Is there a constitution which has an impact upon 
rights to conduct reconnaissance, exploration and 
mining?

The Indonesian Constitution provides that Indonesia’s land, 
water and the natural resources contained therein are controlled 
by the State and must be used for the greatest prosperity of the 
Indonesian people.  The control of minerals and coal is exercised 
by the central government, by implementing the functions of 
policy, regulation, administration, management and supervision.

13.2 Are there any State investment treaties which are 
applicable?

Indonesia is a party to numerous double tax and investment and 
trade treaties, but has not entered into any specific international 
mining treaties.

14 Taxes and Royalties

14.1 Are there any special rules applicable to taxation of 
exploration and mining entities?

There are none.  The tax revenues from mining activities, which 
consist of taxes and customs, are governed under and are subject 
to general tax and customs regulations.

14.2 Are there royalties payable to the State over and 
above any taxes?

In addition to taxes, a mining company is obliged to pay the 
government non-state tax revenues, which mainly consist of 
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16.3 Are there any entitlements in the law for the State 
to cancel an exploration or mining right on the basis of 
failure to comply with conditions?

The MEMR is entitled to revoke an IUP if its holder (i) does not 
comply with obligations set out in the IUP and regulations, (ii) 
conducts criminal acts, or (iii) is declared bankrupt.

(e) for coal: a maximum of 25,000 hectares in the fourth year 
of exploration; and a maximum of 15,000 in the seventh 
year of exploration or at the end of exploration period 
when the Exploration IUP is upgraded to the Production 
Operation IUP.

The obligation on the holder of a Production Operation IUP 
to relinquish a mining area only occurs if the term of the IUP 
expires and the IUP is not extended.
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