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POLITICS

Govt. recruits 300,000 new civil servants

Minister of State Administrative Reforms Taufiq Effendi revealed Friday that the government is recruiting 300,000 new civil servants this year, Antara reported.

Effendi said most of the new recruits, totaling 250,000, would be seconded to local governments, and the remaining 50,000 would be employed by the central government.

In the recruitment, Effendi said, the government would prioritize those currently working with local governments under contracts.

The number of contract workers currently stands at 183,000 people, of which 83,000 would be recruited as permanent employees this year, and the remaining next year.

Police ready firing squads for Bali bombers’ executions

A National Police spokesman said on Friday that they have readied three firing squads to execute the three Bali bombers on death row, The Associated Press reported.

Each of the 12-man squads will be tasked with executing one of the three bombers on death row over a 2002 attack in Bali that killed 202, National Police spokesman Abubakar Nataprawira said.


Most of the elite Mobile Brigade unit members will be equipped with blank rounds in a measure to prevent psychological distress, Nataprawira said. "From the squads of 12 shooters, only three will be using real bullets," he said.

The soldiers will remain based in Central Java and will only be sent to the execution site near the bombers' prison on Nusakambangan island closer to the final date, he said, which has not been announced. 

Justice officials have said the bombers will be executed before the Muslim holy month of Ramadhan, around September, after their last appeal was thrown out by the Supreme Court earlier in July.

REGIONS

South Sulawesi to provide scholarships for disadvantaged students

South Sulawesi provincial administration will provide scholarships for 67,756 poor students as part of its free education program for all students from elementary, junior high and high schools, The Jakarta Post reported.

The main aim of the scholarship is to enable the students to pay for transportation, uniforms and books.

The head of the provincial education office, Patabai Pabokori, said the scholarships, amounting to a total of Rp29.72 billion (US$3.3 million) for the current school year, would be funded jointly by the administration and the National Education Ministry.

"The funds for the scholarship will be taken from the local and national budgets," Pabokori said, adding the scholarships will be disbursed four times a year, starting in August or September.

He said the administration would distribute Rp360,000 for each elementary school student, Rp500,000 for junior high student and Rp780,000 for high school student.

According to data from the South Sulawesi Education Office, 31,967 elementary school students, 25,235 junior high school students and 10,554 high students will receive a scholarship.

Pabokori said the free education was applied across the province from the beginning of the 2008/2009 school year and that the free education and scholarship programs are pilot projects.

Govt. to relocate hundreds of refugees    

The government will relocate 230 foreign refugees in West Nusa Tenggara (NTB) to Galang in Riau Islands by early 2009, an official said on Thursday, Antara reported 

Mataram Immigration office spokesman Muhammad Adnan said the refugees include 21 Afghans, 122 Iraqis, 64 Sri Lankans, 20 Vietnamese and three Iranians whose requests for political asylum are still under consideration.

In NTB, the refugees are staying in hotels with expenses being paid by the United Nations High Commissioner for Refugees and International Organization for Migration.   

“The government will relocate them to Galang while they wait for a decision on their political asylum,” said Adnan.

E. Java election heads for run-off    

East Java will be forced to the polls again in a run-off election after candidates in Tuesday’s poll for governor failed to receive a required 30% of the vote, The Jakarta Post reported.

The Regional Election Commission (KPUD) said the run-off election will be held on September 23.

KPUD will reschedule the voting, recount the number of voters and provide new ballots, Indonesian Survey Institute member Didik Prasetyono said, adding the KPUD will announce the results of this week's election on August 3.

The KPUD said the number of East Java voters taking part in the initial election reached 60.1%.

There were five candidate pairs contesting the election: Khofifah Indar Parawansa and Mudjiono supported by the United Development Party (PPP), Sutjipto and Ridwan Hisjam from the Indonesian Democratic Party of Struggle (PDI-P), Soenarjo and Ali Maschan Moesa from Golkar Party, Achmady and Soehartono from the National Awakening Party (PKB) and Soekarwo and Saefullah Yusuf backed by PAN, Democrat Party and the Prosperous Justice Party (PKS).

Earlier exit polls put Soekarwo-Yusuf in first place with 26.95% of the vote and Parawansa-Mudjiono as runner-up with 25.40%.

Amid heavy security, East Java residents on Wednesday cast their votes to determine the next governor and deputy governor.

As many as 7,146 police officers were deployed around Surabaya, Gresik and Sidoarjo and Surabaya, while Madiun Police deployed 5,050 personnel for the elections.

Aceh committed to peaceful vote in 2009    

Leading political parties and local authorities in Aceh have agreed to peacefully conduct next year's legislative election. The commitment was made during a meeting organized by the Commission on Sustaining Peace in Aceh (CoSPA) in Banda Aceh, Aceh province over the weekend, reported The Jakarta Post.
Attending the meeting were four officials of the government-run Forum for Coordination and Communications for Aceh Peace, four former members of the now-dissolved Free-Aceh Movement (GAM), Aceh vice governor Muhammad Nazar, chief counselor Tgk. Zainal Abidin, Iskandar Muda Military commander in chief Maj. Gen. Soenarko, Aceh Police chief Insp. Gen. Rismawan and several other prominent Acehnese figures and local and international observers.

During the meeting, Bahtiar Aly of the University of Indonesia and chairman of the Independent Election Commission (KIP) Abdul Salam Poroh thanked the six local parties recently ruled eligible to contend the 2009 legislative election for their commitment.

They also called on the parties to team up with national parties to ensure their success in the legislative election as it could be globally acclaimed model for resolving conflict.

CoSPA members said a forum for political parties should be established to uphold democracy and peace during the election.

The KIP should also be vigilant in their processing of legislative candidates to ensure no criminals 

are allowed to enter the government, CoSPA chairman Azwar Abubakar said.

Last week, an alliance of local NGOs expressed their fear that conflicts would break out in the region in the build up to the election. They said a bylaw on political parties was insubstantial as it did not require that parties meet the needs of the public or take into account the people's political aspirations.

The KIP has approved ten local parties and announced six eligible parties for the legislative election. They will compliment the 34 national parties that have already been verified by the General Elections Commission.

Kontras Aceh executive director Asiah Uzia said the absence of a special court to arbitrate unresolved human rights abuses and the encumbered management of conflict victims will likely undermine voter turn-out in the election.

ECONOMY
Better inflation on July  
Although inflation rate in July showed an improvement against the June’s inflation, analyst says that inflation could be further down if the government works harder to improve some factors that affect the supply and demand process. 

“I think July inflation was purely caused by the problems in supply and demand, especially in food and compressed gas,” says Senior Economist BNI, Ryan Kiryanto.  “July inflation was not caused by monetary factor because BI has increased the rate to 8.75%,” adds Ryan who was quoted by Kompas in last Friday. 
In last Friday, The Bureau of Statistic (BPS) announced July inflation of 1.37% or lower compared to the previous month of 2.46%. Food made a biggest contribution to the inflation of 1.85%. The impact of BBM price is no longer significant. However, the excess of it is more important. 

“The high year-on-year inflation and year-to-year inflation shows that the government has to work harder to balance the supply and demand side. The government has to improve public facility such as highway, electricity and public transportation and pushing efficient energy consumption,” says Ryan. Poor infrastructure facility has bottlenecking the distribution process and production process. “The government must use the state budget to improve infrastructure facilities so that inflation from the demand side can be lowered down.”

Ryan estimated that Bank Indonesia will again increase the BI rate to 9%. But market is likely not to be shocked with the new rate.  However, Ryan suggests that BI to keep the rate at 8.75% to maintain the market calm. 

Bambang Soesatyo, Chamber of Commerce chairman of Monetary Committee says that the July inflation showed that the government hasn’t put maximum effort to reduce the cost push inflation. Bambang also shares the same views with Ryan that the high inflation in July was mostly affected by the supply and demand factor. The bad distribution scheme on important commodities such as food and LPG has given significant impact to the inflation. The price of LPG was reported to have increased very high, including in Jakarta. “Business players in Indonesia are aware that inflation will remain high,” says Bambang. 

While worldwide financial market faced a severe performance due to subprime mortgage in America and the skyrocketing crude price, Indonesian Stock Exchange reported a good performance during the first semester. “We have seen volatile transaction on the market because of the subprime mortgage and crude price effect. IHSG was even corrected 17-18%, but in general, we have good performance during the first semester,” says the chairman of Indonesian Stock Exchange, Erry Firmansyah in Surabaya. According to Erry, average transaction during the forst semester was 25% higher compared to daily transaction in year 2007 that was recorded Rp. 4.2 trillion. “In last Tueday, we recorded Rp. 5.4 trillion of transaction,” says Erry. This year, BEI is targeting 30 emitens. Of the target, 16 have been listed on the BEI. 

Indicators: 
	 
	May
	June
	June 08/
June 07
	Cumulative  2008

	Total export
	$11.89 billion
	$12.9 billion
	34.92%
	$70.45 billion

	Non-oil & gas 
	$9.6 billion
	$9.91 billion 
	28.26%
	$54.38 billion 

	 
	 June(monthly)
	July (monthly)
	July 
(year-to-year)
	July 
(month-to-month)

	Inflation
	2.46%
	1.37%
	11.90%
	0,95%

	 
	Full year 2005
	Full year 2006
	Full Year 2007
	 

	GDP Growth 
	5.60%
	5.5%
	6.3%
	 

	Tourist Arrival 
	May
	June
	Growth/Loss (month-to-month)
	Growth/Loss
(year-to-year)

	 
	508.9
	529.100
	3.95%
	6.22% 


Source: Center Statistics Agency (BPS)  

MACRO ECONOMY 
Indonesia locked out after WTO talks collapse

The collapsed talks on agriculture subsidies will lead some countries to be more protective and eventually put Indonesia and its relatively open-market system at a disadvantage, economist Chatib Basri said on Thursday, quoted by The Jakarta Post/Xinhua/Reuters.

The much-hyped global trade talks collapsed Tuesday with economic powers and top developing nations trading the blame and leaving countries like Indonesia locked out of prospective markets. The breakdown of the World Trade Organization (WTO) talks revolved around a failure to bridge the interest gap between developed and developing nations on key issues, notably the much-debated agriculture subsidies.

"We cannot do much, even though we have this liberalized point of view in our trade activities, when the international market is against it," Basri said.

The country in particular will find it more difficult now to access big markets like China and India, whose import tariffs can be high. "We have our own interests in the talks. We cannot let our market be flooded with Chinese and Indian products when we cannot enter their markets," Basri said.  Trade Minister Mari Elka Pangestu expressed deep disappointment over the collapse of the talks. Pangestu led the delegation from Indonesia, which is the coordinator for the G33 group of developing countries.

Another analyst, H.S. Dillon, however, sees things differently, saying Indonesia should look at the talks’ failure as a way to safeguard the nation's economic interests from a full-blown liberalization drive.  
Dillon said Indonesia would be better off forging more bilateral trade ties with other promising countries rather than pursuing a multilateral trade deal, which often puts developing nations in a weaker position vis-a-vis developed ones.

He also said the failure in Geneva should result in more benefit than harm to Indonesia, as the opportunity that the country could gain from any multilateral deals would have been minimal due to its lack of competitiveness.

Meanwhile, anti-globalization groups worldwide on Wednesday hailed the collapse of talks on a new world trade treaty as a triumph for farmers, workers and the poor around the globe and a blow against "big business".

Govt. appoints brokers to sell Sukuk issue

The Finance Ministry says it has appointed three of Indonesia's biggest local securities firms to sell the country's first rupiah-denominated Islamic bonds known as "Sukuk", Reuters reported.

PT Mandiri Sekuritas, PT Trimegah Securities, and PT Danareksa Sekuritas were appointed selling agents, the ministry said in a statement on its Web site, while law firm Marsinih Martoatmojo Iskandar Kusdiharjo was appointed legal consultant.

The rupiah-denominated Islamic bonds may be issued in two tranches, a senior official at the finance ministry said. "There is a possibility that it will be issued in dual tranches, in seven-year and 10-year maturities," Dahlan Siamat, a director in charge of Islamic financing at the finance ministry, said.

"The consequence for that will be that investors will demand a higher coupon for the 10 year trench."  Indonesia, with the world's largest Muslim population, also plans to sell dollar denominated Sukuk in November. The proceeds from both rupiah and dollar Sukuk issues will be used to help plug the budget deficit.

The finance ministry aims to use Rp18.371 trillion, or about $2 billion worth of property, as underlying assets for the Islamic bonds, setting a maximum limit on bonds.  Sukuk bonds comply with Shariah, or Islamic law, which avoids interest charges. Investors are instead paid income derived from assets such as rent from property or commercial transactions such as trade in goods and services.

STATE CONCERN

Govt. to streamline regional taxation

The central government and the House of Representatives are amending the 2000 Law on Regional Tax and Retribution in an effort to prevent regions from enacting selfish bylaws, The Jakarta Post reported.

The amendment is aimed at encouraging investment in cities and regencies that have in the past enacted bylaws designed to increase revenue, the Finance Ministry's Director of Regional Tax and Retribution Budi Sitepu said recently. 

"Many troubled retributions arise (as a result) of giving authority (to regions) to enact new taxes and retributions," Sitepu said. 

"Regional taxes (and retributions) will be made in the close list (the bill on regional tax and retribution). Regions are not allowed to impose (taxes and retributions) other than those stated on the list," he said. 

According to the Finance Ministry, 7,200 bylaws on regional tax and retribution had been evaluated as of mid-July, 28% of which was labeled as "recommended to be canceled or revised".

The Justice and Human Rights Ministry said the government had revoked 974 bylaws since the introduction of regional autonomy in 1999. The ministry recently launched a book of guidelines limiting regions' authority to draft bylaws. 

In the bill on regional tax and retribution, the Finance Ministry includes taxes on hotels, food catering, golf and bowling, advertising banners, street lights, parking, ground water and the harvesting of swallow's nests used for food, Sitepu said. 

In the amendment, the government and the House are planning to impose a 75% tax on luxury entertainment and a 10% tax on traditional entertainment, a change from the maximum 35% tax imposed in the original 2000 law.

The government is also preparing an environment tax of 0.5% of gross revenue to be imposed on manufacturing industries with incomes of more than Rp300 million ($32,608.71) per year and that have been found to be environmentally damaging.

To reduce congestion, the government is considering imposing congestion tax on vehicles entering main roads in big cities -- similar to the Electronic Road Pricing scheme enacted in Singapore. 

Sitepu said that if such a scheme was introduced in Jakarta, it would replace the three-in-one system, which demands that all cars traveling on the city's main thoroughfares during rush hour each carry a minimum of three people. 

Bill proposes tax refunds for foreigners

Lawmakers in August will begin deliberating a bill on the value added tax, the sales tax on luxury goods and a tax refund scheme for foreign tourists shopping here, The Jakarta Post reported.

The bill calls for the ceiling rates of the luxury tax to be raised from the current 75 percent to 200 percent. The floor rate would remain at 10 percent, said Vera Febyanthy, head of the House's working committee for the bill, on Monday.

The bill does not, however, set clear standards or definitions on which goods are considered luxury items, she added.

"We will ask the government to provide definitions of luxury items. It must categorize which goods would be liable to the high tax," Vera said.

Yachts, big motorcycles and some cars are considered luxury items in the bill, she added.

However, she said, the government should not impose high taxes on electronic goods such as televisions, which could now be classified as a basic need.

In February, the Directorate General of Taxation cut the 20 percent luxury tax on certain electronic goods to 10 percent.

Also in the bill, the directorate general is proposing a tax refund scheme for foreign tourists shopping in Indonesia similar to tax refund schemes used in other countries, including Singapore.

Visitors to Singapore can claim a refund on the goods and services tax (GST) paid on purchases. To claim the refund, tourists must make their purchases from participating stores.

"The Directorate General of Taxation will need to work with the Directorate General of Immigration for this to happen," Vera said.

While the Directorate General of Taxation would suffer losses from the reduction in tax income, Vera said, it would reap profits by increasing the income tax of businesses offering tax refunds.

Vera said the bill was expected to be finalized by the end of the year and could be implemented next year with the bill on income tax.

SOEs

State firms banned from giving donations to political parties 

The government is banning executives of state-owned enterprises from giving financial donations to political parties, according to an official, Antara reported.

The ban will be officiated through a circular letter from State Minister of State Enterprises Sofyan Djalil to the executives of state enterprises.

"This letter will be distributed next week," Said Didu, secretary to Sofyan Djalil, said.

Didu explained that the circular letter is to implement a law on political parties that bans donation from state firms to political parties. 

He noted, however, that private donations by executives of state enterprises are acceptable. But, the amount of private donation would be small. 

"If a state own enterprise executive is proven guilty of making donation using his company's money, he will be fired," he said. 

"State enterprises executives here include not only members of the boards of directors and commissioners, but also executives at lower ranks," he said. 

Semen Gresik Q2 profit jumps 69%
Indonesia's largest cement maker, PT Semen Gresik, saw a 69% jump in its second-quarter net profit, according to Reuters calculations, driven by strong sales volumes.

Domestic cement sales at state-owned Gresik were 4.82 million tons in the April-June period, up 18.8% from 4.15 million tons a year go, according to Reuters calculations based on the published industry data.

Second-quarter sales volume growth accelerated from a 14.6% expansion in the first quarter.  The firm's April-June net profit reached Rp623.6 billion ($68.39 million), up from Rp369.6 billion made in the same period a year ago, based on calculations from its published first-half and first-quarter results. Gresik's revenue rose 34.7% to Rp3.14 trillion.

Meanwhile, PT Semen Gresik, as Southeast Asia's second-largest cement maker, is going to seek extra funding as estimates have increased for the planned expansion of its cement plants. 

The estimated cost of building two new cement plants and five power plants has increased to $1.8 billion, Bisnis Indonesia said. Gresik's finance director Cholil Hasan said the cost of building the plants had risen from a previous estimate of $1.2 billion, but he did not expect more than a 10% increase from that projection, the report said.

PRIVATE SECTOR

Gudang Garam’ shareholders have no plan to sell their stake 

PT Gudang Garam, Indonesia's second-largest cigarette maker, said its founding shareholders have no "intention" of selling their stake in the company after the death of chairman, Rachman Halim, Bloomberg reported. Chairman Rachman Halim died at Mount Elizabeth Hospital in Singapore at 5:16 AM local time Sunday, said Vidya Boediyanti, a spokeswoman for Gudang Garam. He was 60.

Gudang Garam had its biggest jump in the two-days to July 29 on speculation the founding Wonowidjojo family will sell its stake to an overseas investor after the billionaire Halim died on July 27. Gudang Garam jumped Rp1,000, or 19%, the biggest gain since November 5, 1998, to Rp6,200 on Monday. The shares surged 47% in the two days.

"The market could speculate that the likelihood of a potential sale of Gudang Garam to a multinational tobacco company has increased," Stevanus Juanda, an analyst with JPMorgan Chase & Co., said in a note to investors.

The Kediri, East Java-based company lost its spot as Indonesia's biggest tobacco company to Philip Morris International Inc.'s local unit in 2006.

Expansion by rivals and the lack of new products resulted in Gudang Garam's market share of clove-flavored cigarettes, known as kretek, declining 1 percentage point to 27% in 2007. 

"The founding shareholder doesn't have a plan or intention to sell the company shares," corporate secretary Heru Budiman said in a filing to the Indonesia Stock Exchange.

July car sales seen at record high

Total Indonesian vehicle sales are expected to show a 55% jump to 59,500 units in July, a new record monthly high, a senior official at automotive distributor Toyota Astra Motor said, Reuters reported.
Jodjana Jody, head of sales at Toyota Astra Motor, told Reuters that Toyota sold 20,498 vehicles in Indonesia last month, a 59.6% jump and its highest ever monthly volume, and said that he was optimistic that overall sales can top 550,000 units this year, breaking a previous historic high in 2005.

Toyota Astra is jointly owned by Toyota Motor Corp and Indonesia's largest automotive distributor, PT Astra International.

"If the government does not introduce any new policy such as higher vehicle tax, which could slow the pace down, I personally believe that we can exceed 550,000 units (of total sales) this year," Jody said.

Sales in the first half of 2008 rose by nearly 48%, helped by lower interest rates and despite the country's consumer confidence being dented by building inflation. 

Astra posts hefty growth on robust auto, CPO sales

PT Astra International, the country's largest publicly traded company, posted hefty growth in the first semester of the year due to higher automotive sales and strong performance of its agribusiness, The Jakarta Post reported.

Astra's revenue increased by 46% to Rp46.27 trillion ($5.06 billion) from Rp31.68 trillion in the same period last year. Higher sales pushed up the company's net profit to Rp4.75 trillion, an 81% increase from Rp2.62 trillion a year earlier. 

President Director Michael D. Ruslim said the sales of cars and motorcycles combined with the company’s financing subsidiary contributed Rp2.23 trillion to a total operational income of Rp6.61 trillion. Thanks to affordable automotive financing, he said, the company was able to sell 148,000 cars in the first semester, more than half of the 293,000 cars sold in Indonesia.

In addition, Astra also saw an increase in its motorcycle sales, selling 1.4 million units or 44% of total domestic motorcycles sales of 3.1 million units in the first semester.

However, Ruslim said, sales growth was likely to slow down following Bank Indonesia's (BI) decision to raise borrowing costs to cool inflation.

BI raised its benchmark rate for a third month in July to 8.75%. Economic analysts have predicted that higher than expected inflation in June and July may prompt BI to raise the rate for a fourth time next month.

Outside the automotive business, Astra's subsidiary in agribusiness, PT Astra Agro Lestari, 

booked a 134% jump in its net profit to Rp1.6 trillion from Rp652.52 billion on the back of higher sales and higher crude palm oil (CPO) price.

Telkomsel's customer base increases to 55 million
Indonesia's largest cellular operator PT Telkomsel disclosed that its customer base had increased to a total of 55 million numbers as of end of July from 48 million by the end of last year, Antara reported.

Telkomsel president Kiskenda Suriahardja explained that the increasing number of people using cellular phones would eventually help reduce digital gaps between those in the urban and rural areas. 

Despite the increase in customers, Telkomsel recorded a decline in revenue in the first semester of this year to Rp2.2. trillion ($240,000) from Rp2.45 trillion in the same period of last year. "That's the consequence of tariff cuts, as a result of the government's decision to reduce the interconnection cost," Suriahardja said.

Telkomsel is a subsidiary of state telecommunication firm PT Telkom. 

BANKS

Rabobank announces merger

In line with central bank policy limiting majority share holdings in more than one bank, Rabobank International Indonesia - a local affiliate of Dutch financial giant Rabobank - has announced a merger with Hagabank and Bank Hagakita, The Jakarta Post reported.
Following the merger, the new entity, Rabobank, has assets worth Rp10.2 trillion ($1.12 billion) and 94 branches across the country, making it Indonesia's largest international bank in terms of network coverage.

The bank plans to expand with 250 branches, mostly outside Java, by 2010.

"With the merger, we are aiming at lending growth of between 20% and 30% this year, focusing on corporations and small and medium businesses, as well as consumers," Rabobank International Indonesia president director, Tony Costa said.

Costa also said Rabobank would continue to prioritize lending to the food and agribusiness sector, which had been the focus of the three banks.

As of May, Rabobank had channeled loans worth Rp3.5 trillion, Hagabank Rp3.53 trillion and Hagakita Rp1.17 trillion. Rabobank International Indonesia gained full control of Hagabank and Hagakita in 2006, through acquisitions.  Due to Bank Indonesia's single presence policy, in which no parties are allowed to own a controlling stake in more than one bank by 2010, Rabobank International decided to merge the banks.  Costa refused to comment on speculation that Rabobank is eyeing mid-size Bank Bukopin for a further acquisition.

Maybank must comply with new rule on BII deal: Bapepam

Capital markets regulator Bapepam Thursday reiterated that Malayan Banking Bhd. will have to comply with a new regulation if it wants to acquire a 56% stake in PT Bank Internasional Indonesia (BII), Dow Jones reported.

"I still want them to comply with it (the new regulation)," Bapepam chairman Fuad Rahmany told Dow Jones Newswires after the Malaysian lender was reported as saying Wednesday that it hopes to change the regulator's mind. 

Rahmany's comment came before trading in BII shares was suspended following news that the Malaysian central bank - citing the new regulation - has withdrawn its approval for Maybank to go ahead with the purchase of a 56% stake in PT Bank Internasional Indonesia for $1.5 billion.  
Such a purchase would trigger a mandatory tender offer for all of BII's shares. Maybank had planned to offer to buy BII shares from the public for Rp510 each, the same price it would pay for the 56% stake.

Bank Negara Malaysia took the decision to withdraw approval after Bapepam recently introduced the new regulation requiring investors to, within two years, sell to the public at least 20% of shares of any company they acquire via a tender offer if the deal leaves less than 20% in the hands of the public. 

Bank Negara told Maybank in a letter that the new rule could result in "material losses from selling down of the shares." 

Bapepam's Rahmany said that he "regretted" the Malaysian central bank's decision, which he said was likely due to pessimism about the prospects of the stock market and not the new tender offer regulation.

Singapore state-owned investment company Temasek Holdings Pte. Ltd. and Kookmin Bank had picked Maybank as the buyer for their jointly-held stake in BII to comply with a Bank Indonesia rule that prohibits investors from owning controlling stakes in more than one local bank.  
Temasek also owns 68.05% of PT Bank Danamon Indonesia, the country's fifth-largest lender. Also Thursday, the Indonesia Stock Exchange suspended trade in BII shares, pending clarification from Maybank. 

In the mean time, BII said its first-half net profit rose 9.3% on year because of gains from non-operating income and a rise in net interest income, Dow Jones reported.

The nation's sixth-largest bank by assets said net profit during the January to June period rose to Rp316.50 billion from Rp289.66 billion a year earlier. 

Net interest income raised a mere 0.7% to Rp2.81 trillion from Rp2.79 trillion a year earlier. 

Net interest income was weighed down by the higher costs of funds and operating expenses. 

Consequently, net operating income fell 42% to Rp206.97 billion from Rp355.25 billion a year earlier.

The bank said gains from non-operating income, which more than quadrupled to Rp224.19 billion from Rp45.05 billion, helped its bottom line. 

BNI 1H net Rp439B vs Rp1.02T

PT Bank Negara Indonesia's (BNI) net profits slumped to Rp439 billion during the first half compared to Rp1.02 triliun in the year-prior period, a bank spokesman said this week, quoted by Dow Jones.

The official, who declined to be named, told Dow Jones Newswires that higher provisions on non-performing loans dragged down the state-owned bank's net profit. "The bank now assigns 101% provision," the official said. 

Net interest earnings during the January-June period rose to Rp4.39 trillion from Rp3.38 trillion a year before, the official said.

OIL & GAS

BP-MIGAS warns oil output to finish in 10 years' time

Oil watchdog BPMIGAS warned that the country's dwindling oil reserves could be exhausted in 10 years' time if no new reserves are found, Reuters reported.

Indonesia has struggled to develop its rich energy resources, turning into a net importer of crude oil in recent years.

"The declining rate in production is between 8 to 10% per year. That means production will finish in 10 years' time if we have not found new reserves," Edi Purwanto, deputy chief of watchdog, BPMIGAS, said.

"There are certain factors about the investment climate that make investors worry about investing in Indonesia," he said.

Foreign investors in Indonesia's resources sector often complain about the uncertain regulatory environment and lack of respect for contracts. "There are several issues, such as cost of production, nationalism issues, and a levy by regional governments" which deter investors, Purwanto added.

Purwanto said that there had been little response from investors when the government offered 26 oil blocks for exploration last October. The government has signed only four contracts so far for the blocks offered.

"We have to improve the investment climate. Because investors may look to other countries instead of Indonesia to find oil," Purwanto said. "Indonesia's oil production will become history."

Indonesia has said it is considering a windfall tax on oil firms or an export tax as possible options to boost energy revenue in the country, steps which could also deter foreigners.

The country's crude oil production has sagged from around 1.5 million barrels per day (bpd) in the 1990s to about 860,000 bpd now; partly due to a failure to tap new fields fast enough to offset ageing reservoirs.

Indonesia has around 8.6 billion barrels of proven and potential oil reserves, but most of these reserves are located in remote or deep sea areas.

Thai PTT, PTTEP keen to buy majority stakes in Natuna project

Thailand's state-owned oil and gas conglomerate PTT PCL and its unit PTT Exploration & Production PCL are interested in buying a majority stake in Indonesia's offshore Natuna D-Alpha gas block, a senior PTT executive said, Dow Jones reported.

"PTT and PTTEP have proposed to Pertamina (for them) to own the majority stake. We are ready to be the operator of the field," said Chitrapongse Kwangsukstith, chief operating officer of PTT's upstream petroleum and gas division. 

The Natuna D-Alpha gas block has a proven reserve of around 40 trillion-50 trillion cubic feet, excluding carbon dioxide. 

MINING
Bayan delays IPO as regulator reviews legal cases

PT Bayan Resources, a coal producer, postponed an initial public offering for several days as the regulator reviewed legal cases against it, Investor Daily cited corporate secretary Jenny Quantero, Bloomberg reported.

The company expects to get approval from the capital market regulator this week, the newspaper said. Bayan initially planned to get consent by July 25 and offer the shares between July 29 and August 1, it said.

PT Perkasa Inaka Kerta, a unit of Bayan, was ordered by a local government to stop operation in part of its area because of a lack of forestry permits, Isran Noor, acting regent of East Kutai area, where the mine is, said on July 26.

PT Porodisa Trading & Industrial, a logging company, claimed it was awarded areas that include 9,720 hectares of land held by Perkasa before the coal company got its license, according to the East Kutai regency.

KPC denies operating in protected forest 

The dispute between coal company and forestry Coal miner PT Kaltim Prima Batubara (KPC), has denied operating in protected forest, after an East Kalimantan regency ordered the firm to stop operating in some areas in a dispute over permits and land ownership, Reuters reported

Acting East Kutai regent, Irsan Noor,  said on Saturday it had ordered KPC and another coal firm, Bayan Resources, a subsidiary of  PT Perkasa Inaka Kerta, to stop operating in these areas because the firms did not have permits from the forestry ministry for 40,000 hectares of land. 

“I ordered them to halt their operations only within the specific areas in which a breach of the law had occurred. I simply want to uphold the law," Noor said, adding the two companies' operations outside these areas were legitimate.

He said KPC had conducted illegal activities, including mining and constructing roads and buildings, in 2,200 hectares of forest area. Perkasa conducted similar activities in 69.6 hectares of forest area, he added.

"Based on prevailing regulations, KPC's mining operation area is definitely not a forest area," the company  said in a statement issued Monday.

KPC said that based on its contract of work, the authority to stop mining rested with the central government, represented by the mining and energy ministry.

"KPC has been conferred the status of a strategic national asset by the central government. Hence, KPC is requesting the central government to secure and protect the strategic national asset from any disruption. KPC is also examining its legal options in this endeavor."

Bumi Resources has said that its batubaraproduction at KPC was not affected by the order andwas running normal. Dileep Srivastava, head of investor relations at Bumi Resources, said the decision would have no impact on KPC's activities

India's Tata Power has 30% stake in KPC and another coal mining unit of Bumi, PT Arutmin Indonesia. 
Straits Asia first-half coal output 4.46M tons
Straits Asia Resources Ltd., a supplier of coal to Japan, Taiwan and South Korea, produced 4.46 million metric tons of the fuel from its two mines in Indonesia in the first six months, about half of its full-year target, Bloomberg reported.

First-half production at the Sebuku mine reached 1.96 million tons and Jembayan, 2.50 million tons, Straits Resources Ltd. said in a filing to the Australian stock exchange. Straits Asia is 47.1% owned by Straits Resources Ltd., a copper and gold mining company listed in Australia.

Coal producers in Indonesia, the world's biggest exporter of the fuel, are seeking to boost output to benefit from rising prices.

Thermal coal at Australia's Newcastle port, a regional benchmark, climbed to a record $194.79 a ton in the week ended July 4 on higher demand from Asian power producers and supply disruptions in Australia and South Africa.

"Target production from Straits Asia is still expected to be nine million tons for calendar year 2008," Straits Resources said.

Output at Sebuku rose 35% in the first half from a year earlier, while production at Jembayan increased 8.7% in the second quarter from the previous three months, the Perth-based mining company said.

Production at Sebuku "is expected to improve further in the third quarter with the arrival of the seasonal drier climate," Straits Resources said.

Bukit Asam's profit more than doubles on coal prices
PT Tambang Batubara Bukit Asam, the holder of a quarter of Indonesia's coal reserves, said first-half profit more than doubled as prices of the fuel reached records, Bloomberg reported. 

Net income rose to Rp710.35 billion ($78 million), or Rp308 a share, in the six months ended June 30, from Rp302.22 billon, or Rp131 a share, a year earlier, Bukit Asam said in a statement published in Bisnis Indonesia newspaper.

Sales climbed to Rp2.89 trillion from Rp1.83 trillion. Power-station coal prices have more than doubled on rising demand from Asian electricity producers, led by China and India, and as railroad and port bottlenecks in Australia and South Africa curbed supplies.

Bukit Asam increased prices of the fuel to the Suralaya power plant in Java, its biggest customer, by 13% starting July, the third increase this year, the company said on June 30. 

Annual sales may rise 70% to Rp7 trillion this year, president director Sukrisno said July 14. Profit may reach Rp1.5 trillion, nearly twice as much as last year's, he said.

Bumi wraps up offer for Herald Resources takeover 

The country's largest coal producer, PT Bumi Resources, closed its offers Wednesday for the takeover of Australian mining company Herald Resources at $2.85 a share, The Jakarta Post reported.

In a statement released Thursday, Bumi said its special purpose vehicle for the takeover, Calipso Investment Pte. Ltd, had wrapped up the purchase on Wednesday with the company now holding an 84.2% stake in Herald. 

Bumi said Calipso's decision to let its offer close before the compulsory acquisition threshold of 90% was reached was to ensure the remaining minority shareholders had a listed market for their Herald shares. 

"We are pleased to be able to offer the remaining Herald shareholders the opportunity to retain an interest in Herald and participate in any potential upside which results from the development of the Dairi project," Bumi president director Ari Hudaya said. 

The Dairi project is a lead and zinc mining business located in North Sumatra. 

Bumi secured the bid for Herald's shares after its rival, state-owned nickel producer Aneka Tambang (Antam), decided to drop out of the race earlier this month. 

With Calipso's offer the only one remaining, Herald directors recommended shareholders accept it immediately. 

Bumi began discussions with Herald executives, concerning the appointment of its nominees to Herald's board. Those suggested included Ari Hudaya and Bumi chief financial officer Andrew Beckham. 

Inco revises dam costs up by 50%

Shareholders of PT International Nickel Indonesia, one of the world's top nickel producers, have approved a sharply higher cost estimate for a planned hyroelectric power plant, the company said, Reuters reported.

Inco has revised the cost estimate to build the Karebbe dam to $410 million, from initial estimate of $275-$280 million, the company said in a statement.

Construction on the project resumed in the fourth quarter of 2007 after it was suspended in January, 2006, pending the issuance of a forestry permit.

"The higher capital estimate is primarily due to increased prices for equipment, commodities and project labour," the company said.

Despite the anticipated higher cost, the company will use internal funds to fund the project, Indra Ginting, director of investor relations and corporate secretary at Inco, said. 

The Karebbe dam is expected to provide an additional 90 megawatts of power per year, from the current 275 megawatts and is expected to start operating in the first half of 2011. 

The dam will also help boost production to about 200 million pounds of nickel in matte annually. 

The company, which is 61% owned by Brazil's Companhia Vale do Rio Doce through Canada's Inco Ltd, expect to produce 169.8-174.2 million pounds of nickel in matte in 2008.
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