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The four th article in our series 

on mineral contracts is a model 

contract for foregin mining 

companies operating in Indonesia. 
The Annexes ref erred to in the 
document are not included in this 

issue of RMR, but are available 

from the Editors at request. 
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CONTRACT OF WORK 
This Agreement. made and entered into 
in Jakarta, in the Republic of Indonesia, 
on the ....... day of 19 .. , by and between 
the Government of the Republic of Indo­
nesia, represented herein by the Minister 
of Mines and Energy of the Government 

of the Republic of Indonesia (hereinafter 
called the Government) and P.T. 
..................... (an Indonesian judicial body 
incorporated by Notarial Deed Num-
bered ................ dated ................... , Min-
isterial Decree Numbered ........... dated 
.............. ), hereinafter called the Com­
pany, all of the shares in which at the 
time of its incorporation are owned by 

1. BARISAN MINERALS Pte. Lim­
ited, a company incorporated in the Re­
public of Singapore, and having its regis­
tered office at 27th Floor, 6 Battery Rd, 
Singapore (hereinafter called "Barisan 
Minerals"). 

2. PT ANEKA TAMBANG, an In­

donesian Judicial body incorporated 
by Notarial Deed numbered 163, dated 
28 Mei 1984, Ministerial Decree Num­
bered C2-377-HT.0l .04 dated January 
25, 1985, whose address is JI Bungur 
Besar No. 24, Jakarta, Indonesia (herein­
after called "Aneka Tambang") 

W'ITNESSETH THAT: 
A. All mineral resources contained in the
territories of the Republic of Indonesia,
including the offshore areas, are the na­

tional wealth of the Indonesia Nation and
the Government is desirous of develop­
ing the full potential of mining within its
territories;

B. The Government is desirous of ad­
vancing the economic development of 

the people of Indonesia and to that end 
desires to encourage and promote the ex­
ploration and development of the mineral 
resources of Indonesia and, if an ore de­
posit of commercial quantity is found to 

exist. to take all appropriate measures, 
consistent with the needs of the people 

and the requirements of the Govern-

ment, to facilitate the development of 
such ore deposit and the operation of 
mining enterprises in connection there­
with; 

C. The Government. through the oper­
ation of mining enterprises, is desirous of 
creating growth centers for regional de­
velopment, creating more employment 
opportunities, encouraging and develop­
ing local business. and ensuring that 
skills, know-how and technology are 
transferred to Indonesian nationals, ac­
quiring basic data regarding and related 
to the country's mineral resources and 
preserving and rehabilitating the natural 
environment for further development of 
Indonesia; 

D. The Company through CSR Lim­
ited, a company incorporated in the State 
of New South Wales, Australia has or has 
access to the information, knowledge ex­
perience and proven technical and fman­
cial capability and other resources to un­
dertake a program of General Survey, 
Exploration development, construction, 
mining, processing and marketing here­
inafter provided for, and is ready and 
willing to proceed thereto under the term 

.• and subject to the conditions set forth in
this Agreement; and

E. The Government and the Company
are willing to co-operate in developing 
the mineral resources on the basis of the 

laws and regulations of the Republic of 
Indonesia, specifically Law No. 11 of 
1967 on the Basic Provisions of Mining 

{Undang Undang Pokok Pertambangan) 
and Law No. 1 of 1967 on Foreign Cap­
ital Investment (Undang Undang Penana­
man Modal Asing) and the relevant laws 
and regulations pertaining thereto. 

NOW THEREFORE, in, consider­
ation of the mutual promises, covenants 
and conditions hereinafter set out to be 

performed and kept by the Parties hereto, 

and intending to be legally bound hereby, 
it is stipulated and agreed between the 

Parties hereto as follows: 
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ARTICLE! 

DEFINITIONS 

The tenns set forth below shall have the 
meanings therein set forth, respectively, 
wherever the same shall appear in this 
Agreement and whether or not the same 
shall be capitalised. 

1. "Affiliated Company" or "Affiliate"
means any person that directly or indi­
rectly through one or more intennediar­
ies, controls or is controlled by or is under 
common control with, the person speci­
fied. "Control'' (including the tenns "con­
trolled by" and "under common control 
with" and "controls'') means the posses­
sion, directly or indirectly, of the ability 
to influence management decisions. 
Without limiting the generality of the 
above, such influence is presumed to 
exist if one person holds, directly or indi­
rectly, 25% or more of the outstanding 
voting shares of another person. 

2. "Subsidiary Company" or "Subsid­
iary" means any corporation controlled 
by a company through the direct or indi­
rect ownership of fifty percent (50%) or 
more of the issued shares having powr to 
vote. 

3. "Enterprise" means General Sur­
vey, Exploration, evaluation, develop­
ment, construction, opertion, treatment 
and sale of minerals and all other activi­
ties by the Company for the puroses of or 
in connection with this Agrement 

4. "Expatriate Individuals" or "Expa­
triate" means individuals who are non­
Indonesian nationals. 

5. "Foreign Cu"ency" means any cur­
rency other than Rupiah. 

6. "Minerals" means all natural de­

posits and natural accumulations contain­
ing ores, minerals and/or basic chemical 
elements of all kinds either in elemental 
form or in association or chemical combi­
nation with other metallic or non-metallic 
elements with the exception of hydrocar-
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bon compounds, coal and radioactive 
minerals. 

7. "General Survey" means an inves­
tigation or a preliminary exploration car­
ried out alona certain broad features of an 
area for surface indications of mineralisa­
tion. 

8. "Exploration" means the search
for minerals using geological, geophysi­
cal and geochemical methods and by 
boreholes, test pits, trenches, surface or 
underground he.adings, drifts or tunnels in 
order to locate the presence of economic 
mineral deposits and to find out their na­
ture, shape and grade. 

9. "Mining Area" means all those ter­
ritories within the Contract Area contain­
ing potentially economic mineral deposit 
or deposits which the Company selects 
for mining development and designates 
yv latitude and longitude on maps 

10. "Government" means the Govern­
ment of the Republic of Indonesia, its 
Ministers, Ministries, Departments, Agen­
cies, Instrumental ities, Regional, Provin­
cial or District Authorities. 

11. "Minister" or "Ministry" unless
the context otherwise indicates means 
that member of the Government or that 
Government agency respectively 
charged with the administration of the 
Indonesian mining laws and regulations . 

12. "Persons" means any individual,
partnership, corporation, wherever or­
ganised or incorporated, and all other 
udicially distinct entities and associations 
whether or not incorporated. 

13. "Rupiah" means the currency that
constitutes legal tender in Indonesia. 

14. "Associated Minerals" means
minerals which geologically occur 
together with, are inseparable from and 
must necessarily be mined and processed 
together with the principal mineral. 

15. "Mining" means recovery activi­
ties aimed at the economic exploitation of 
a certain ore deposit 

16. "Processing" means treatment of
the ore after it has been mined, to produce 
at least a marketable mineral concentrate. 

17. "Beneficial Use" means a use of
the Environment or any element or seg­
ment of the Environment that is condu­
cive to public benefit, welfare, safety or 
health and which requires protection from 
the effects of waste discharges, emissions 
and deposits. 

18. "Environment" means phy sical
factors of the surroundings of human be­
ings, including land, water, atmosphere, 
climate, sound, odours, tastes and biolog­
ical factors of animals and plants and the 
social factors of aesthetics. 

19. "Pollution" means any direct or
indirect alteration of the physical, ther­
mal, chemical, biological, or radioactive 
properties of any part of the Environment 
by discharging, emitting, or depositing 
wastes so as materially to affect any Ben­
eficial Use adversely, or to cause a condi­
tion which is hazardous or potentially 
hazardous to public health, safety or wel­
fare, or to animals, birds, wildlife, fish or 
aquatic life, or to plants, and "pollute" has 
a corresponding meaning. 

20. "Waste" includes an  matter
whether liquid, solid, gaseous or radioac­
tive, which is discharged, emitted, or de­
posited in the Environment in such vol­
ume, consistency, or manner as to cause 
an alteration of the Environment 

21. "Project Areas" means areas out­
side the Contract Area (as
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hereinafter de­
fined designated as such and delineated in 
a feasibility study for mining develop­
ment by the Company necesary f<X' treat­
ment and infrastructure facilities con­
nected with such mining development. 
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ARTICLES 

FEASIBILITY STUDIES 

PERIOD 

The Feasibility Studies Period for any 
part of the Contract Area shall com­
mence on the date the Company submits 
a written application hereinabove pro­
vided to the Ministry in relation to its 
decision to proceed with the evaluation 
and shall end upon the commencement 
of the Construction Period therefor as 
hereinafter provided. 

2. As soon as the Company has sub­
mitted written application, the Company 
shall commence studies to determine the 
feasibility of commercially developing 
the deposit or deposits in question. The 
Company will be allowed a period of 12 
(twelve) months to complete such studies 
and to select and delineate the area in 
which the Company may commence op­
eration. Such area shall constitute the 
Mining Area, provided that the Minister 
may, subject to paragraph 2 of Article 16, 
on grounds of national security or that 
the conduct of mining in the proposed 
Mining Area will disproportionately and 
unreasonably damage the surrounding 
environment or limit its further develop­
ment potential or significantly disrupt 
the sociopolitical stability in the region, 
object to the area proposed as the Min­
ing Area within three (3) months of the 
Company's designation of such Area. 

The Government and the Company 
agree to consult in good faith to over­
come any such objections. If after a pe­
riod of three (3) months from the date of 
notification of such objection by the 
Government there has been no resolution 
of the matter then either Party may pro­
ceed to resolve the matter in accordance 
with Article 21 paragraph 1. After the 
completion of such feasibility studies, 
the Company shall submit a Feasibility 
Study Report in the form set out in 
Annex "E", which shall contain calcula­
tions and reasons for the technical and 
economical feasibility of the Enterprise 
supported by data, as specified in Annex 
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"E", calculations, drawings, maps and 
relevant information leading toward the 
decision whether or not to proceed with 
the Enterprise. The feasibility report shall 
also contain information concerning mat­
ters of interest to the Government during 
the whole life of the Enterprise. The 
Government may upon request by the 
Company, grant an extension of twelve 
(12) months for the Feasibility Studies
Period if the Company considers that the
data required and other necessary matters
are not sufficiently available to come to
a final decision or the Minister raises ob­
jections to the proposed Mining Area as
set out above.

3. At any time during the Feasibility
Studies Period the Company may submit 
a written application to the Minister that 
it desires to proceed with the construc­
tion of a mine and facilities to be used by 
the Company in its operation. The Min­
ister shall be deemed to have approved 
any such application if it does not, in 
writing, object to same I within three (3) 
months of receipt of Such application. 

Upon approval of that application the 
Company shall commence and with rea­
sonable diligence execute to completion 
the design of the facilities and subject to 
completion of the design of the facilities 
shall supply the same for the approval of 
the Minister, together with an estimate of 
the cost of such facilities and a time 
schedule for the construction thereof 
which time schedule shall, to the extent 
economically and practically feasible, 
provide for completing the construction 
of such facilities within thirty-six (36) 
months after the approval of the plans 
and designs and time schedule for con­
struction of such facilities. Within three 
(3) months after submission the Minister
shall notify the Company of his approval
(which shall not be unreasonably with­
held) or disapproval of the mining plan,
design and time schedule for construc­
tion, subject to paragraph 2 of Article 16.
In the event of disapproval, the Minister
shall notify the Company of the cause for

disapproval and the Government and the 
Company shall consult in a good faith 
attempt to remove the cause for such dis­
approval. If after a period of three (3) 
months from the notification of such dis­
approval there has been no resolution of 
the matter then either party may proceed 
to resolve the matter in accordance with 
Article 21 paragraph 1. 

4. The Feasibility Study Report as de­
scribed in Annex "E" shall include phys­
ical impact studies into the effects of the 
operation of the Enterprise on the Envi­
ronment and shall be prepared in accor­
dance with the terms of reference set out 
in Article 26. Such studies may be car­
ried out in consultation with appropri­
ately qualified independent consultants 
retained by the Company and approved 
by the Government which approval shall 
not be unreasonably withheld. 

5. The Company shall collaborate
with and keep the Government informed 
by regular reports as to the progress and 
results of and costs incurred in respect of 
the investigations and studies and shall 
as and when the Government may rea­
sonably require furnish the Government 
with the investigations and studies re­
ferred to in paragraph 4 above and with 
copies of all relevant findings made and 
reports prepared by the Company. 

6. The Company shall at the comple­
tion of all the investigations and studies 
submit to the Government a final report 
stating the results of and the cost in­
curred in respect of the investigations 
and studies and the Company's analysis 
of and its conclusions and projections in 
respect of those results, and such other 
information relating to the Enterprise or 
the Mining Area which is in the posses­
sion of the Company and which the Gov­
ernment may reasonably request. 

7. Subject always to the provisions of
paragraph 6 of Article 7, all reports and 
information supplied to the Government 
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under this Article shall be treated as con­
fidential, with the exception of those re­
quired for use by the Government for the 
national interest, provided that (and sub­
ject as aforesaid) if this Agreement is ter­
minated pursuant to Article 22 hereof the 
reports and information shall become the 
property of the Government and may be 
used by the Government in such manner 
as it thinks fit 

ARTICLE9 
CONSTRUCTION PERIOD 
1. As soon as approval is received from
the Minister with respect to the design
and time schedule provided for in para­
graph 3 of Article 8, the Company shall
commence construction of the facilities
and execute the same to completion in
accordance with the time schedule re­
ferred to in the said paragraph 3. If this
time schedule proves unworkable the
Company may seek the Minister's ap­
proval for a revised time schedule.

2. The Company may make use of any
facilities belonging to other companies 
whether or not affiliated with the Com­
pany and in the event of the Company 
making use of any Such facilities as 
aforesaid it shall come to Such arrange­
ment as it shall think fit regarding pay­
ment, ownership or otherwise of such fa­
cilities, provided, however, that the Min­
ister may make known to the Company 
objections based on grounds of national 
security, public interest or foreign policy 
of the Government 

ARTICLE IO 
OPERA TING PERIOD 
1. Upon completion of the construction
of the facilities provided for in the Arti­
cle 9, the Company shall commence op­
eration of the Mining Area or part thereof
for which Such facilities have been con­
structed.

2. The Company shall conduct mining
operations and any activity of the Enter­
prise with respect to a Mining Area for 
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the duration of the Operating Period of 
Such Mining Area The Operating Period 
for each Mining Area shall be deemed to 
commence on the first day of the calen­
dar month following the first calendar 
month during which the average daily 
throughput is at least seventy percent 
(70%) of the design capacity of the facil­
ities constructed for the purpose of Min­
ing and Processing the deposit in Such 
Mining Area, but not later than the date 
falling six (6) months after the date of 
completion of such facilities. 

The Operating Period for each Mining 
Area shall continue for 30 (thirty) years 
beginning at the commencement of the 
first mining operation, or such longer pe­
riod as the Ministry, on the written appli­
cation of the Company, may approve. 
The commencement of the Operating Pe­
riod shall not occur more than eight (8) 
years ( or such longer period as may re­
sult from extensions granted by the Min­
istry for the completion of succeeding 
stages under this Agreement) from the 
commencement of the General Survey 
Period allowed for the whole Contract 
Area. 

3. The Company shall process ore to
produce a marketable concentrate. The 
Company will work towards and assist 
the Government in achieving the policy 
of the establishment of downstream met­
als processing facilities in Indonesia in 
relation to smelting, refining and/or met­
als manufacturing and fabricating if ac­
cording to recognised economic, techni­
cal and scientific standards the Minerals 
to be mined by the Company are of suf­
ficient tonnages and are Minerals amena­
ble to smelting, refining or metal manu­
facturing and provided it is economically 
and practically feasible to do so. If and 
when any of such processing facilities 
are constructed, the Parties agree to dis­
cuss thereafter and consider, in good 
faith, the feasibility of subsequent addi­
tional processing facilities which may be 
in the form of increases in the capacity of 
then existing facilities or the establish-

ment of facilities previously not in exis­
tence. 

4. The Company shall submit to the
Ministry copies of studies relating to the 
feasibility of establishing those facilities 
(as described in paragraph 3 of this Arti­
cle) in Indonesia prepared by the Com­
pany in consultation with an agency ac­
ceptable to the Government. 

5. (i) In the event that smelting, refin­
ing or manufacturing facilities are estab­
lished in Indonesia by an entity other 
than the Company for the further pro­
cessing of gold, silver and platinum, the 
Company shall make its products avail­
able to that entity for further processing 
on conditions not less favourable than 
the conditions that can be obtained by the 
Company from other further processors 
for the processing of the same quantity 
and quality at the same time and at the 
same place of delivery and provided the 
processed product bears a mark 
recognised in the case of gold by the 
London Gold Market, in the case of sil­
ver by the London Silver Market and in 
the case of platinum by the London 
Metal Exchange and such product shall 
be in the form of good delivery bars ac­
ceptable in international precious metal 
markets. 

This obligation of the Company is 
subject to any smelting, refining or man­
ufacturing contracts entered into by the 
Company prior to the establishment of 
such facilities. 

(ii) In the event that smelting refining
or manufacturing facilities are not estab­
lished by the Company but are estab­
lished by any party other than the Com­
pany in Indonesia, such party shall be 
permitted to purchase the product at the 
most favourable f.o.b. price given by the 
Company to any other purchaser, pro­
vided that the respective contractual 
terms and conditions given by the Com­
pany to that other purchaser shall also 
apply, subject to the rights and obliga­
tions of the Company as spelled out in 
Article 11. 
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ie,enth) of �h year during the term of 
this Agreement is wed p-ogram, budget 
plan, sales contrac� and mai_keting/sales 
plan for the followmg year m sufficient 
detail IO permit the Government to re­
view such physical, financial and mar­
keting/sales program and determine 
whether they are in accordance with the 
company's obligations under this Agree.. 

ment A work program and budget for the 
fJ1st year of this Agreement shall be sub­
mitted as soon as possible after the sign­
ing of this Agreement 

5. In addition, the following shall be
delivered lo the Ministry: 

(i) Conformed copies of all sales,
management, commercial and financial 
agreements concluded with Affiliates and 
independent parties and all other agree­
ments concluded with Affiliates, to be 
submitted within one month after conclu­
sion. 

(ii) Monthly report setting forth the
quantities and qualities of ore produced, 
shipped, sold, utilised or otherwise dis­
pose.d of and the prices obtained. 

The Company shall furnish to the 
Government all other information of 
whatever kind relative to the Enterprise 
which the latter may request. which is, or 
could by the exercise of  reasonable ef­
forts by the Company have been, within 
the control of the Company in order that 
the Government may be fully appraised 
of the Company's exploration and ex­
ploitation activities. 

6. All information mentioned in para­
graph 5 of this Article fmnished to the 
Government shall be either in English or 
Indonesian and all financial data shall be 
recorded in Rupiah or United States of 
America currency and � shall also 
be kept of conversion� applied to the 
original currency. 

7. The Company shall maintain all
original records and reports relating to i� 
activities and operations under thts 
A&reement including all documents re-
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lating to financial and commercial trans­actions with independent }mties and Af­filiates in its principal office in Indone­sia These records and repcwts shall be 
open to inspection by the Government through an authorised representative. Such reports and records shall be main­
tained in Indonesian and all all financial data shall be recorded in Rupiah cur­
rency, and the records shall also be kept 
of conversion rates applied lo the origi­
nal currency. 

8. The Company shall require IO the
Company's co-participants, affiliates 
contractors and sub-contractors to the ex­
tent that such co-participant, Affiliate, 
contractor or sub-<ontraclOr carries out 
operations and activities in furtherance of 
the Company's obligations, activities and 
operations under this Agreement, to keep 
all financial statements, records, data and 
information necessary to enable the 
Company to observe the provisions of 
this Article 

9. Without prejudice to paragraph 6 of
Article 7 any infonnation supplied by the 
Company shall (except with the writtell 
consent of the Company which shall not 
be unreasonably withheld) be treated by 
all persons in the service of the Govern­
ment of the Republic of Indonesia as 
confidential, but the Government shall 
nevertheless be entitled at any time to 
make use of any infonnation received 
from the Company for the purpose of 
preparing and publishing aggregated re­
llD'DS and general reports on the extent of 
ore prospecting or ore mining opezatioos 
in Indonesia and for the purpose of any 
arl>itration ex- litigation between the Gov­
ernment and the Company. 

10. All recmls, repoos, plans.�
charts, accounts and informatioo which 
the Company is or may from time to time 
be required to supply under the provis­
ions of this Agreement shall be supplied 
at the expense of the Company. 

ARTICLE IS 

CURRENCY EXCHANGE 

All investment remittances into Indone­
sia (equity capital as well as loan) shall 
be deposited into a foreign investment 
account (PMA account) held at foreign 
exchange banlc(s) in Indonesia and can 
be used in accordance with the prevailing 
investment regulations. Conversion of 
the foreign exchange from PMA account 
into Rupiah shall be effected through the 
foreign exchange bourse (bursa vaJuta 
asing) at the prevailing rate of exchange. 

The Company shall be granted the 
right IO transfer abroad in any currency it 
may desire funds in respect of the fol­
lowing items, provided that such tram­
fers are effected in accordance with the
prevailing laws and regulations and at 
prevailing rates of exchange generally 
applicable to commercial transactions: 

(i) Net operating profits in proportion
to the share holding of the Foreign In­
ve&Or(s). 

(ii) Repayment of the loan and the in­
terest thereon, as far as it is a part of the 
intended investment, which has been ap­
proved by the Government. 

(iii) Allowance for depreciation of
capital assets according to the foreign 
investment scheme. 

(iv) Proceeds from sales of shares
owned by the Foreign Investor(s) IO the 
Indonesian Participant (as defined in Ar­
ticle 24 hereot) ex- to Indonesian nation­
als. 

(v) Expenses for Expatriate personnel
an d training of Indonesian personnel 
abroad. 

(vi) Compensation in case of
nationalisation of the Company. 

The proceeds of the export sale of 
Minerals and any products thttcfrom can 
be posse� and used according to the 
Company's need. Without prejudicing 
the foregoing. the Company shall treat 
the expcn proceeds in accordance with 
laws and �gulations lhal may from time 
to time be in force in Indonesia, except 
as Bank Indonesia and the Company may 
odJerwise agree. 
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