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Cokal is tying up Indonesia’s best coking coal assets with a view 
to beginning production at its low-capex, high-margin Bumi 
Barito Mineral mine in a years’ time
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It ISn’t all that widely known that Indonesia 

is the world’s biggest coal exporter, and this 

has worked to the advantage of explorer Co-

kal Limited (ASX:CKA). As executive chairman 

Peter Lynch says, the Southeast Asian country 

has a “very well established and highly techni-

cally skilled coal mining industry” and this is 

streamlining Cokal’s progress towards estab-

lishing a high-margin coking coal mine in Cen-

tral Kalimantan’s Maruwai basin.

“By the time we’ve 

gone into production, 

people will start to realise 

that Cokal is way ahead 

of the pack,” he says. “I 

believe the Maruwai ba-

sin, in particular, is going 

to start attracting some 

very serious international 

attention and it’s our strategy to ensure we’ve 

tied up the best bits available.”

With five tenements in the basin – three of 

them directly adjoining BHP Billiton’s landhold-

ings – and other regional acquisitions under 

consideration, Cokal shows strong commitment 

to its strategy and to the area. Lynch says he and 

the team are focused on building Cokal as a local 

company, and to this point has employed 107 

highly skilled Indonesian nationals. “We see a 

great opportunity to build a very strong Indone-

sian company here,” he says.

Low-cost location
Along with executive director Pat Hanna and non-

executive director Domenic Martino, Lynch found-

ed Cokal and listed it on the ASX in December 

2010. After raising US$20 million, the company 

began drilling its four initial projects in March 

2011. Progress has moved quickly since then 

and its most advanced 

project, the Bumi Barito 

Mineral (BBM) coking coal 

project, should begin pro-

duction in April 2014.

BBM is set up to be a 

high-margin project and 

that comes down to its 

location and geology. The 

Maruwai basin is “fairly unknown”, says Lynch, 

but he knew it contained very high-quality cok-

ing coal. Although a long way inland, the basin is 

serviced by the large Barito River that is already 

used by other companies for moving coal by 

barge.

In addition to having low-cost transport 

infrastructure in place, the project also has the 

benefit of being in a country with low-cost labour. 

“Indonesia is a comparatively low-cost mining 

“I believe the Maruwai basin 
is going to start attracting 
some very serious international 
attention and it’s our strategy 
to ensure we’ve tied up the best 
bits available” 

– Peter Lynch, chairman
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environment compared with Australia and the 

US, and our PFS [Pre-Feasibility Study] showed 

we’re right at the bottom end of the scale when 

it comes to capital costs for annual production,” 

says Lynch.

“We’re looking at US$82 per annual tonne 

of production, whereas for a project in Australia 

that could be anything from $120 to $150. It’s a 

dramatic difference.”

Cokal isn’t the first company to discover 

the Maruwai basin’s merits; there are currently 

two small-scale coking coal mines producing 

3Mtpa and 1.5Mtpa, and BHP Billiton’s Indo-

Met project is currently under construction. 

Nevertheless, the basin remains largely under-

developed for the moment.

High-quality coal
Lynch was confident Cokal would find high-quality coal 

at the BBM project, but the reality turned out even 

“Indonesia is a comparatively 
low-cost mining environment 
compared with Australia and the 
US, and our PFS showed we’re 
right at the bottom end of the 
scale when it comes to capital 
costs for annual production”
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better than the expectation: four of the project’s 13 

seams contain coal of such low ash percentage that it 

doesn’t need washing before export.

“Export certification requires 9% ash and 

our coal is as low as 5% ash; that’s quite un-

usual and a great advantage,” comments Lynch. 

“The coal has a very high CSN [Crucible Swell 

Number] of up to 9+ and one of the highest 

vitrinite contents in the world.”

Cokal has structured the BBM project around 

its coal quality results to make it as cost-efficient 

as possible. In Stage 1, it will develop a 2Mtpa 

project that mines only the four coal seams that 

don’t need washing, eliminating the need to build 

processing facilities and thus keeping capital 

expenditure low. This stage’s net present value 

(NPV) is $497 million on a 100% basis.

“After we’ve been up and operating for 

around 18 months and we’re generating cash 

flows, we will use those cash flows to invest in 

coal processing infrastructure and expand the 

project to a 5.6Mtpa operation, mining the other 

nine coal seams that need some washing,” Lynch 

explains, adding that even at this stage, the 

washing will be minimal.

Cokal is now finalising the initial mine’s de-

sign and costings to make the project bankable 

in time for starting construction in September/
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October. The company aims to begin production in 

April 2014.

The bigger picture
The small Stage 1 mine holds 18.2Mt of mineable 

resource, constituting a 2Mtpa operation over nine 

years. While constructing and operating this mine, 

Cokal will be continuing to drill and increase its 

resource in preparation for the much bigger and 

longer lasting mine to follow. 

“We’ve only drilled a small percentage of our 

lease and the resource is enlarging as we continue 

to drill,” says Lynch. “Currently, we only have 77Mt 

of resource out of a total potential of up to 427Mt, 

and with further drilling we hope to convert the 

exploration target, of an additional 200 to 350Mt, 

into JORC resources. If we discover the maximum 

amount of resource, we could have a 5.6Mtpa 

project lasting 20 to 25 years.”

This development plan results in an overall 

operating cost that puts the BBM project in the 

bottom quartile of the global coking coal produc-

tion curve. Therefore, while Cokal focuses on “the 

bigger picture” of expanding its operations in the 

basin, the Stage 1 BBM mine will be making strong 

returns and income for shareholders. The company 

finished 2012 in good form with US$15 million in 

the bank, but it is nevertheless interested in at-

tracting a strategic partner to assist with paying to 

expand its Indonesian operations further still.

A SCHOOL SPONSOReD By COKAL
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“If we can acquire the right sort of project in the 

same region as the BBM project, ultimately Cokal 

could become a 10-15Mtpa coking coal company 

in a five- to seven-year horizon. That would make 

the company very significant in the context of cok-

ing coal producers worldwide.”

The company clearly has everything to play for 

and this year it will be turning that potential into 

results. “We believe we’re ahead of the game,” 

remarks Lynch, “now we just need to crystallize that 

lead into value for our shareholders.”  

www.Cokal.Com.au 

“Export certification requires 9% ash 
and our coal is as low as 5% ash; that’s 
quite unusual and a great advantage. 
The coal has a very high CSN of up 
to 9+ and one of the highest vitrinite 
contents in the world”

 Cokal continues to seek out other potential 

projects in the Maruwai basin, in hope of getting 

even more value for money from the haul road and 

efficient barge loading and transportation system 

it is building. “The more coal we can get out using 

that system, the better the economies of scale; the 

lower the cost structure; and the more profit we 

can make,” says Lynch.
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