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JAKARTA, Nov 4, 2008 - Indonesia signed a $1.1 billion contract of work for an iron sand and pig iron mining project on
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Tuesday, the first mining contract to be awarded in the resources-rich country in a decade due to confusion over the mining law.

Energy and Mines Minister Purnomo Yusgiantoro said PT Jogja Magasa Iron, an Indonesian firm in which Australian
miner Indo Mines Ltd. has a 70 percent share, would start mining iron sand and set up Indonesia's first pig iron smelter in
central Java's Yogyakarta province.

"It has been difficult to attract fresh direct investment. This is the first company to have a working contract in Java and the
first for iron sand mining," said Yusgiantoro.

Indonesia has some of the world's largest deposits of gold, tin, copper, and nickel, and several leading international
mining firms, including Freeport-McMoran Copper & Gold have operations in the country.

But fresh investment in the sector has been lacking as legal uncertainty, bureaucracy, allegations of corruption as well as
concerns over the environment and land disputes have stirred little interest from investors.

Jogja Magasa Iron will begin exploration of iron sands in 2011 and expects commercial production of pig iron to start in
2012, Lutfy Heyder, the firm's commissioner, said.

The company expects to produce 1 million tonnes of pig iron in the first year.

Heyder said the pig iron would be sold to the domestic market, adding that the firm has signed a memorandum of
understanding to supply 100,000 tonnes of pig iron a year to state firm PT Krakatau Steel, Indonesia's biggest steel
producer.

The $1.1 billion investment includes a 350-megawatt power plant and a port facility.
The project will require 4 to 5 million tonnes of coal a year for processing iron sand and for the power plant, Heyder said.
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Indonesia signs contract for $1.1 bin iron sand project
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