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DSN Group  
 BioCNG and Replanting initiatives upgrade operations  

Bio-CNG pilot projects has already been a proven sucessful story; they will roll out 2nd BioCNG plant; improving ESG 

During a recent visit to the DNSG plantation in Muara Wahau, East Kalimantan, several compelling developments 
caught our attention. Of particular significance is DNSG's steadfast commitment to bolstering its ESG performance. The 
Company's key endeavors in this regard encompass the following: 
1. Establishment of On-site Worker Facilities: DNSG is taking measures to construct on-site bathroom facilities, for 

its workforce within the plantation premises. The ambitious plan aims to provide a conducive and secure work 
environment, especially for female employees, by ensuring the availability of proper sanitation facilities, spaced 
at regular intervals (approximately 3 kilometers apart). 

2. BioCNG for Sustainability: Our focus during the visit centered on DNSG's BioCNG project, using Palm Oil Mill 
Effluent (POME), a byproduct of palm oil processing. This pioneering effort, the first of its type in Indonesia, began 
operating in September 2020 which estimated cost of IDR60 billion which generates 1.2 MW of electricity and 
produces 280 cubic meters of BioCNG. Claiming to significantly reduce CO2 emissions, down by 50,000 tons, 
equivalent to planting 800,000 trees, removing 11,000 cars from roads, or recycling 17,000 tons of waste. 
Benefits include waste reduction, carbon footprint reduction, renewable energy use, circular economy promotion, 
environmental compliance, and cost savings. This initiative, replacing conventional diesel with BioCNG, promises 
to save 2 million liters of diesel annually, totaling IDR 42 billion in cost savings, assuming an industrial biodiesel 
price of IDR 21,000 per liter. 

3. Expanding with a Second BioCNG Plant: Building on the success of the first BioCNG project, DNSG is constructing 
a second plant, set to be operational by 3Q23. This facility will generate 1.7 MW of electricity and yield 570 cubic 
meters of BioCNG, as well reducing diesel consumption and leading to cost savings of IDR 85.5 million and a 1.3% 
decrease in Cost of Goods Sold (COGS). Impressively, this expansion only requires a modest capital investment of 
some IDR100 billion. Buoyed by these accomplishments, DNSG is preparing for further ventures, aiming to 
establish 4 more BioCNG plants in the near future. 

Replanting is now a key Company focus, to maintain average plantation age below 15 years 
A pivotal aspect of our visit was to observe DNSG's approach to replanting within its operations. Following discussions 
with management, it was evident to us that the company is resolute in sustaining an average plantation age below 15 
years. Consider that the average age of DNSG's plantations currently stands at 13.8 years. To adhere to its age 
management strategy, DNSG is embarking on an annual replanting initiative covering 1,000-1,500 hectares. This 
approach will require a capital investment of approximately IDR 60-70 million per hectare over a four-year period. 
Consequently, the yearly capex allocated for replanting ranges from IDR 15 billion to IDR 25 billion. This is a very 
important effort to maintain Company CPO quality, for it to be classified as “Superior CPO Grade”. 
 
We tweak our 2023F volume and ASP forecast 
We are adjusting our net profit forecast by +2.1%/-3.3%/27.8%, and our revenue forecast by -3.2%/-6.5%/-3.7% for 
2023-2025F, respectively. The greater part of the revision derives from COGS, as it turns out that our previous COGS 
forecast was too high; next year the fertilizer cost should decline as well as operating efficiency from BioCNG, adding 
to a full impact. Moreover, we tweaked production volumes: FFB production by -8.3%/-12.5%/12.5%, CPO sales volume 
+8.3%/-12.5%/-12.5%, as 1H volume recovery starts to decelerate and Company commences replanting, from this year 
onwards. Meanwhile, we expect better CPO and PKO ASP going forward, since we are now in the middle of 3Q23 and 
CPO price remains stronger than our expectation. The next 2 quarters will see a lower production, season which should 
support a higher CPO price, as PKO price starts to recover. Thus, we revise up our forecast for DSNG CPO ASP by 
4.2%/5%/8.6%, and PKO ASP by 13.5%/14.3%/18.2% for 2023-2025F, respectively. Our benchmark CPO price forecast 
is now upgraded by 4.2%/5%//8.6% to MYR3,804/4,200/3,800 per ton for 2023-2025F, respectively. 
 
Reiterate BUY rating with higher TP of IDR950/sh (prev. IDR650/sh) 

We reaffirm our BUY rating for DSNG, with higher TP of IDR950/sh (was IDR650/sh) which implies a 63.8% upside. We 
use PE method and we peg our PE at 7.6X (previously 9X), and roll over our EPS target to 2024F at IDR124/sh. Rationale 
for lower PE peg is our expectation of multiple naturally derating (normally commodity stock will have lower PE at the 
peak of a cycle) when earnings jump next year, driven by relatively high CPO price and lower COGS.  
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YTD 1M 3M 12M
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Exhibit 1. Forecast Revision 

 
Sources: Company, BCA Sekuritas 

 
Exhibit 2. Regional Peer Valuations 

 
Sources: Bloomberg, BCA Sekuritas 
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Exhibit 5. DSNG Replanting in progress; the old palm trees are razed; Mukuna is planted, and new seeds are in nursery 

 
Sources: Bloomberg, BCA Sekuritas 

 
Exhibit 5. DSNG toilets inside the estate, outside employee housing 

 
Sources: Bloomberg, BCA Sekuritas 
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A Brief Explanation of POME BioCNG; 
 
the POME BioCNG process typically involves the following steps: 
Step 1: Biogas generation; Pome is a mixture of water, Oil, and organic solids from waste of palm oil mills. These are 
collected and processed in anaerobic digesters, which introduces microorganisms to break down the organic matter 
into POME. During this process, biogas is produced as a byproduct, primarily composed of methane (CH4), and Carbon 
Dioxide (CO2), along with other gases. 
Step 2: Biogas Upgrading: as the raw Biogas produced from Pome still contains impurities, it is not yet suitable for direct 
use. Thus, the Biogas upgrading process involves removing CO2, Moisture, and other impurities to increase methane 
content, thereby yielding a gas with quality similar to that of natural gas. 
Step3: Compression; the upgraded biogas is now in the form of enriched methane and ready to be compressed under 
very high pressure to increase the energy density of the gas; it is then bottled as BioCNG into designated tubes for use. 

 
Exhibit 3. Methane Capture Dome for POME BioCNG 

 
Sources: Company, BCA Sekuritas 

 
Exhibit 4. End product of BioCNG  

 
Sources: Company, BCA Sekuritas 
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DISCLAIMER 
 
By receiving this research report ("Report"), you confirm that: (i) you have previously requested PT BCA Sekuritas to deliver this Report to you and you are legally entitled to receive the Report in accordance 
with Indonesian prevailing laws and regulations,  and (ii) you have fully read, understood and agreed to be bound by and comply with the terms of this Report   as set out below. Your failure to comply with 
the terms below may constitute a violation of law. 
This Report is strictly confidential and is for private circulation only to clients of PT BCA Sekuritas. This Report is being supplied to you strictly on the basis that it will remain confidential and that you will 
maintain its confidentiality at all times. Without the prior written consent of PT BCA Sekuritas authorized representative(s), no part of this Report may be (i) copied or reproduced in any form by any means, 
(ii) redistributed or delivered, directly or indirectly, to any person other than you, or (iii) used for any other purpose that is not in line with the terms of the Report.. 
PT BCA Sekuritas, its affiliates and related companies, their directors, associates, connected parties and/or employees (excluding the individual analysts who prepare this Report) may own or have positions in 
securities of the company(ies) covered in this Report and may from time to time buy or dispose, or may have material interest in, those securities.  
Further, PT BCA Sekuritas, its affiliates and its related companies do and seek to do business with the company(ies) covered in this Report and may from time to time: (i) act as market maker or have assumed 
an underwriting commitment in the securities of such company(ies), (ii) sell to or buy those securities from other investors for its own account, (iii) perform or seek to perform significant investment banking, 
advisory or underwriting services for or relating to such company(ies), or (iv) solicit any investment, advisory or other services from any entity covered in this Report. Furthermore, the personnel involved in 
the preparation of this Report may also participate in the solicitation of the businesses as described above. 
The views expressed in this Report reflect the personal views of the individual analyst(s) at PT BCA Sekuritas about the securities or companies mentioned in the Report and the compensation of the individual 
analyst(s), is, or will be directly or indirectly related to the performance of PT BCA Sekuritas’ activities. PT BCA Sekuritas prohibits the individual analyst(s) who prepared this Report from receiving any 
compensation, incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular company (including those covered in the Repot). 
However, the individual analyst(s) may receive compensation based on the scope of his/their coverage of company(ies) in the performance of his/their duties or the performance of his/their recommendations.  
In reviewing this Report, you should be aware that any or all of the above activities of PT BCA Sekuritas, its affiliates and related companies, their directors, associates, connected parties and/or employees, 
among other things, may give rise to real or potential conflicts of interest between them and you.  
The content of this Report is prepared based on data believed to be correct and reliable on the date of this Report. However, this Report: (i) is not intended to contain all necessary information that a prospective 
investor may need, (ii) is not and should not be considered as an investment advice in any way, and (iii) cannot be relied as a basis for making an informed investment decision. Accordingly, PT BCA Sekuritas 
does not guarantee the adequacy, accuracy, completeness, reliability or fairness of any content of this Report and  PT BCA Sekuritas, its affiliates and related companies, their directors, associates, connected 
parties and/or employees (including the analysts) will not be liable in any way for any consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and damages) arising 
from or relating to any reliance on or use of the content of this Report by any person (including you).  

This Report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst PT BCA Sekuritas’ clients only and does not consider any specific investment 
objectives, financial situation and the particular needs of any specific person who may receive this Report. The entire content of this Report is not and cannot not be construed or considered as an offer, 
recommendation, invitation or solicitation to enter into any transaction (including trading and hedging) relating to the securities, other financial instruments, and other form of investments issued or offered by 
the company(ies) covered in this Report.  
It is your own responsibility to: (i) independently evaluate the content of this Report, (ii) consider your own individual investment objectives, financial situation and particular needs, and (iii) consult your own 
professional and financial advisers as to the legal, business, financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in this Report.  
Please note that the securities of the company(ies) covered in this Report might not be eligible for sale in all jurisdictions or to all categories of investors. The availability of those securities and your eligibility 
to invest in those securities will be subject to, among others, the prevailing laws of the relevant jurisdiction covering those securities. Furthermore, the value and income of any of the securities covered in this 
Report can fall as well as rise and an investor (including you) may get back less than invested. Future returns are not guaranteed, and a loss of original capital may be incurred. Foreign-currency denominated 
securities are subject to fluctuation in exchange rates that could have a positive or adverse effect on the value, price or income of such securities and financial instruments. Past performance is not indicative 
of comparable future results and no guarantee regarding future performance is provided in this Report. 
This Report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, 
publication, availability or use would be contrary to the applicable laws or regulation of such jurisdiction.  
  
  


