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CONTRACT OF WORK

This Agreement, made and entered into
in Jakana, 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 Govemment
of the Republic of Indonesia (hereinafter
called the Govemment) and P.T.
..................... (an Indonesian judicial body
incorporated by Notarial Deed Num-
bered ................ dated .......ccconee.. , Min-
isterial Decree Numbered
.............. ), 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.01.04 dated January
25, 1985, whose address is JI Bungur
Besar No. 24, Jakana, Indonesia (herein-
after called “‘Aneka Tambang”)

WITNESSETH 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 finan-
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 1

DEFINITIONS

The terms 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 intermediar-
ies, controls or is controlled by or is under
common control with, the person speci-
fied. “Control” (including the terms “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.

S. “Foreign Currency” 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 headings, 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, Insirumental 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 physical
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, of manner as to cause
an alteration of the Environment.

21. “Project Areas” means areas out-
side the Contract Area (as hereinafter de-
fined designated as such and delineated in
a feasibility study for mining develop-
ment by the Company necesary for treat-
ment and infrastructure facilities con-
nected with such mining development.
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ARTICLE 2 p
APPOINTMENT

AND RESPONSIBILITY
OF THE COMPANY

1. The Company is hereby appointed the
sole contractor for the Government with
respect to the Contract Area. The Com-
pany shall perform work and obligations
imposed on it by this Agreement, includ-
ing the investment of capital in Indonesia
and the payment of taxes to the Govern-
ment, and shall have all rights conferred
on it by this Agreement and in particular
the sole rights to search and explore for
minerals in the Contract Area (as herein-
after defined), to develop, mine wisely
any mineral deposit found in the Mining
Area, to process, refine, store, and trans-
port by any means all Minerals extracted,
to market, sell or dispose of all the prod-
uct inside and outside Indonesia, and to
perform all other operations and activi-
ties which may be necessary or conve-
nient in connection therewith, with due
observance of this Agreement.

2. Limited to the types of Minerals
which may be exploited under this
Agreement, as set forth in paragraph 1
above, the Company shall in no event de-
liberately search for, exploit, develop or
otherwise deal in any way with radioac-
tive minerals, hydrocarbon compounds
or coal without first obtaining the ap-
proval of the Government.

3. The Company accepts the rights
and obligations to conduct operations
and activities in accordance with the
terms of this Agreement. The Company
shall conduct all such operations and ac-
tivities in a good technical manner in ac-
cordance with good and acceptable inter-
national mining engineering standards
and practies and in accordance with
modem and accepted scientific and tech-
nical principles using appropriate mod-
ern and effective techniques, materials
and methods to achieve minimum wast-
age and maximum safety as provided in
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the applicable laws and regulations of In-
donesia.

All operations and activities under
this Agreement shall be conducted so as
to avoid waste or loss of natural re-
sources, to protect natural resources
against unnecessary damage. Production
shall not be restricted to the extraction of
high grade ore to the neglect of low
grade ore, but shall be related to he ap-
proved development plans and tecono-
mic cut-off grades throughout the operat-
ing Period.

4. The Company shall conduct its op-
erations under this Agreement in such a
manner as to minimise harm to the Envi-
ronment and shall utilise recognised
modem mining industry practices to pro-
tect natural resources against unneces-
sary damage, to minimise pollution and
harmful emissions into the environment
in its operations and to dispose of waste
materials in a manner consistent with
good waste disposal practices.

The Company shall otherwise con-
form with the relevant environmental
protection laws and regulations of Indo-
nesia.

5. In any event the Company shall be
responsible for all damages as a result of
emissions harmful to the Environment in
the course of its operations, caused by
the negligence of the Company.

The Company shall also be responsi-
ble for reasonable preservation of the
natural environment within which the
Company operates and especially for tak-
ing no acts which may unneccesarily and
unreasonably block or limit the further
development of the resources of the area.

6. The Company shall take all neces-
sary measures in accordance with the
laws and regulations of Indonesia to pre-
vent and control fires and shall notify
immediately the proper governemental
authorities of any fire that may occur.

7. The Company shall take measures
to prevent damage to the rights and prop-

erty of the Government or third parties.
In the event of negligence on the part of
the Company or its agents or of any sub-
contractor carrying on operations or ac-
tivities for the Company under this
Agreement, they shall be liable for such
negligence in accordance with the laws
of Indonesia.

8. The Company shall install and uti-
lise such internationally recognised mod-
ern safety devices and shall observe such
internationally recognised modem safety
precautions as are provided and observed
under conditions and operations compa-
rable to those undertaken by the Com-
pany under this Agreement.

9. The Company shall likewise ob-
serve internationally recognised modern
measures for the protection of the gen-
eral health and safety of its employees
and of all other persons having legal ac-
cess to the area covered by this Agree-
ment. The Company shall comply with
the relevant health, safety and sanitary
laws and regulations of Indonesia and
comply with such instructions as may be
given in writing by the appropriate au-
thorities in accordance with such laws
and regulations.

10. The Company shall have sole con-
trol and management of all of its activi-
ties under this Agreement and shall have
full responsibility therefore and assume
all risk thereof in accordance with the
terms and conditions of this Agreement.
Without in any way detracting from the
Company’s responsibilities and obliga-
tions hereunder the Company may en-
gage sub-contractors, whether or not af-
filiates of the Company, for the execution
of such phases of its operations as the
Company deems appropriate. The re-
cords of such sub-contractors relative to
operations for the Company under this
Agreement shall be made available to
Government inspectors.
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ARTICLE 3
MODUS OPERANDI

1. The Company is a corporation incor-
porated under the laws of the Republic of
Indonesia and shall be domiciled in Indo-
nesia and subject to the laws and the ju-
risdiction of courts in Indonesia which
normally have jurisdiction over corpora-
tions. The Company shall maintain in Ja-
karta a principal office for receipt of any
notification or other official and legal
communication.

2. The Company contemplates a pro-
gram for the Enterprise commencing
with a General Survey of the Contract
Area followed by Exploration on se-
lected areas. The total program will be
divided into five periods or stages
hereinafter referred to as “General Sur-
vey Period”, “Exploration Period”, “Fea-
sibility Studies Period”, “Construction
Period” and “Operating Period”, respec-
tively as further defined in the following
Articles hereof.

3. The Company may contract for
necessary technical, management and ad-
ministrative services, provided that it
shall not be released from any of its ob-
ligations hereunder. In the event that
such services are contracted from Affili-
ates, such services will be obtained only
at a charge not more than a non-affiliated
party with equivalent qualifications to
perform such services would charge for
provision of such services to equivalent
standards. All such charges should be fair
and reasonable and accounted for in ac-
cordance with generally accepted ac-
counting principles consistently applied.
The Company shall produce on request
by the Ministry evidence verifying all
such charges.

4. The Company undertakes to con-
duct all activities hereunder in the man-
ner and subject to the conditions of Arti-
cle 2 and to continue such activities with-
out interruption subject to Article 19 and
Article 22, during the term of this Agree-
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ment, provided that such activities may
be interrupted or suspended with the con-
currence of the Government. Any such
interruption or suspension shall not affect
the mutual rights and obligations of the
Parties hereto under this Agreement.

ARTICLE 4
CONTRACT AREA

1. “The Contract Area” means that area
as defined in Annex A attached to this
Agreement, as changed by an extension
or reduction of the area in accordance
with this Agreement. For all purposes of
this Agreement, the original Contract
Area shall be deemed to contain
1,578,742 (one million and five hundred
seventy eight thousand and seven hun-
dred forty two) Ha.

2. Excluded from the Contract Area
are all existing:

(i) Mining Authorizations granted and
mining applications being processed for
Category “A” and B” minerals by the
Government, and

(ii) Mining Authorizations granted
and mining applications being processed
for Category C minerals by the Govern-
ment and Regional Government, and

(iii) People’s Mining Activities de-
clared before the date of the letter of ap-
proval in principle by the Government of
the award of the Contract Area, and as
set forth in “Annex C” attached to and
hereby made part of this Agreement.

If any Mining Authorizations for Cat-
egory “A”, “B” and “C” minerals and
People’s Mining Activities (collectively
referred to as Authorizations) either as
set forth in Annex “C” or which at the
date of the letter of approval in principle
by the Government of the award of the
Contract Area, had a common boundary
with the Contract Area, lapse, are can-
celled, are relinquished or by any means
the area of such Authorizations becomes
vacant, then the Company shall have the
right upon application to have such area

included in the Contract Area. Any area
so included shall fall into the earliest pe-
riod or stage which then applies to any
part of the Contract Area.

3. The Company ay by written appli-
cation to the Ministry relinquish all or
any part of the Contract Area at any tie
and fro time to time during the term of
this Agreement. Any such application
shall be submitted with a relinquishment
report stating all the technical and geo-
logical findings of the relinquished areas
and the reasons for the relinquishment
supported by field data of activities un-
dertaken in those areas. All basic data of
the relinquished areas shall be submitted
to the Government and will become the
property of the Government. The Com-
pany, through relinquishment, should re-
duce the Contract Area :

(i) on or before the end of the General
Survey Period to not more than seventy-
five percent (75%) of the original Con-
tract Area;

(ii) on or before the second anniver-
sary of commencement of the Explora-
tion Period to not ore than twenty-five
(25%) of the original Contract Area.

(iii) on or before the end of the Explo-
ration period to not more than twenty-
five percent (25%) of the original Con-
tract Area.

4, The Company shall conduct work
after Exploration on all prospective parts
of the Contract Area with the objective of
delineating Mining Areas for develop-
ment during the full term of this Agree-
ment. The Company’s development plans
shall include the intended capacity of
each mining and processing operation
and any further evaluation work required
as provided in the feasibility study and
other Exploration activities. Those parts
of the Contract Area not included in the
intended development plan for develop-
ment purposes should be returned to the
Government with all the basic geologi-
cal, explorational, metallurgical and
other data related to those parts.



5. Any surrender of areas under this
Article shall be without prejudice to any
obligation or liability imposed by or in-
curred under this Agreement prior to the
effective date of such surrender.

6. Every three years, after the com-
mencement of the Operating Period, the
Company shall submit to the Ministry
copies of studies relating to the realisa-
tion of intended plans to achieve the in-
tended capacities and make the neces-
sary adjustment concerning the retained
area in due observance of paragraph 4 of
this Article.

ARTICLE S
GENERAL SURVEY PERIOD

1. The Company shall commence as soon
as possible but not later than six months
after the signing of this Agreement, a
General Survey of the Contract Area to
determine in what parts of the Contract
Area deposits of Minerals are most likely
to occur. The “General Survey Period”
shall end on that date which shall be 12
(twelve) months after such commence-
ment. The Company may apply to the
Government to have any unexpired por-
tion of the Preliminary Survey Permit
(SIPP) period added to the General Sur-
vey Period. If approval is given by the
Government for addition of the un-
expired portion of the SIPP period to the
General Survey Period then the sum of
the two periods shall be called the “Gen-
eral Survey Period”. The Company shall
spend not less than Forty Five United
States Dollars (45.00 USD) per square
kilometer on field expenditure for the
General Survey of the initial Contract
Area during the General Survey Period
including the SIPP period. Such ex-
penses may include general organisatio-
nal ; overhead and administrative ex-
penses directly connected with field ac-
tivities under this Agreement.

2. If at the expiration of eighteen (18)
months from the date of signing of this
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Agreement or any time thereafter it ap-
pears to the Ministry that the Company
has seriously neglected its obligations
with respect to minimum expenditures as
provided in paragraph 1 of this Article,
the Ministry may require the Company to
deliver to the Ministry a guarantee in the
form of a bond or banker’s guarantee to
a sum which shall not exceed the total
outstanding expenditure obligations re-
maining unfulfilled. Such guarantee may
at the end of the three year Period com-
mencing on the date of signing of this
Agreement be forfeited to the Govern-
ment to the extent that the Company may
have failed to fulfill its expenditure obli-
gations. except to the extent of any for-
feiture as aforesaid such guarantee shall
be released at the end of that three year
period.

3. In connection with the Company’s
obligations under this Article, the Com-
pany shall submit to the Ministry within
two (2) months from the expiration of the
General Survey Period, a report setting
forth the items and amounts of expendi-
ture during the General Survey Period.
The Company shall be prepared to sup-
port such report with documentation
should the Government so request.

4. The Company may at any time dis-
continue the General Survey in any part
or parts of the Contract Area on the
ground that the continuation of such
General Survey is no longer a commer-
cially feasible or practical proposition
and shall apply in writing to the Ministry
with due observance of Article 4 para-
graph 3 for the surrender of its rights and
obligations for such part of the Contract
Area. The Contract Area shall thereby
be reduced to the area which remains
after such surrender.

5. If at any time during the General
Survey Period the Company discovers
mineral deposits in any part or parts of
the Contract Area and decides to proceed
with Exploration thereof it shall submit a

written request and explanation to such
effect to the Ministry and shall put such
deposit or deposits into the succeeding
stage without affecting its rights and ob-
ligations under this agreement in respect
of other areas.

ARTICLE 6
EXPLORATION PERIOD

1. Upon completion of the General Sur-
vey the Company shall commence within
the most promising parts of the Contract
Area a program of Exploration based on
the results of such General Survey. The
program of Exploration shall as appropri-
ate include detailed geology, geophysics
and geochemistry as may be applicable,
sampling, pitting, dredging and drilling
to be undertaken during the “Exploration
Period.”

2. The Company may at any time dis-
continue the Exploration in any part or
parts of the Contract Area on the grounds
that the continuation of such Exploration
is no longer a commercially feasible or
practical proposition and shall apply in
writing with due observance of Article 4
paragraph 3 to the Ministry for the sur-
render of its rights and obligations for
such part of the Contract Area. The Con-
tract Area shall thereby be reduced to the
area which remains after such surrender.

3. If at any time during the Explora-
tion Period the Company discovers one
or more deposits of minerals of apparent
commercial grade and quantity in any
part or parts of the Contract Area, and
decides to proceed with further evalua-
tion thereof it may submit written request
to such effect to the Ministry and put
such deposit or deposits into the Feasibil-
ity Studies Period without affecting its
rights and obligations under this Agree-
ment in respect of such other areas. Ac-
cordingly, the Exploration Period for
each part of the Contract Area:
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(i) shall commence immediately fol-
lowing the end of the General Survey Pe-
riod, and

(ii) shall end 36 (thirty six) months
thereafter, or at such earlier date in re-
spect of a part of the Contract Area that
with the approval of the Ministry may
proceed to the Feasibility Studies Period.

The Company shall spend not less
than Four Hundred and Fifty United
States Dollars (450.00 USD) per square
kilometre in field expenditure, for the ex-
ploration of the Contract Area during the
Exploration Period.

Such expenses may. include general
organisational overhead and administra-
tive expenses directly connected with
field activities under the Agreement.
The Company shall submit to the Minis-
try within 2 (two) months from the expi-
ration of the Exploration Period a report
setting forth the items and amounts of
expenditures during the Exploration Pe-
riod. The computation of such spending
is based on the size of the Contract Area
on the commencement of the Exploration
Period. It is understood that as a conse-
quence of the foregoing different parts of
the Contract Area will become subject to
the different provisions of this Agree-
ment and of the Mining Laws and Regu-
lations due to the different periods of ac-
tivities applicable to such parts of the
said area.

4. Prior to the end of the period al-
lowed for investigation the Company
shall give notice to the Government stat-
ing whether or not the Company desires
to proceed with feasibility studies of the
deposits found within the Contract Area.
If the Company should give notice to the
Government that it does not wish to pro-
ceed with feasibility studies, this Agree-
ment shall thereupon terminate in the
same manner and with the same result as
if the Company had surrendered its rights
and the Company shall turn over to the
Ministry:

(i) maps indicating all places in the
Contract Area in which the Company
shall have drilled holes or sunk pits,
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(ii) copies of logs of such drill holes
and pits and of assay results with respect
to any analysed samples recovered from
them, and

(iii) copies of any geological and/or
geophysical maps of the Contract Area
which shall have been prepared by the
Company.

The Company’s giving notice that it
does not intend to proceed with feasibil-
ity studies shall be without prejudice to
any obligations or Labilities imposed by
or incurred under this Agreement prior to
the effective date of Such notice.

ARTICLE 7
REPORT AND SECURITY
DEPOSIT

1. The Company will keep the Govern-
ment advised through the Ministry con-
cerning the Enterprise through submis-
sion of quarterly progress reports, begin-
ning with the first calendar quarter plus
any part of a calendar quarter that re-
mains following the date of signing of
this Agreement, as to the progress and
results of the Company’s Exploration and
development operations and activities
under this Agreement. The Company will
upon request keep the Minister advised
from time to time of the Company’s
plans concerning the Enterprise, includ-
ing the progress of any construction, op-
eration, employment and expenditure.
These progress reports should be submit-
ted within 30 (thirty) days after the end
of each calendar quarter and be in such
form as he Minister may from time to
time prescribe. These quarterly progress
reports relating to Exploration activities
shall include:

(i) the results of geological and geo-
physical investigation and proving of ore
deposits in the Contract Area and the
sampling of such deposits; B

(ii) the results of any general recon-
naissance of the various sites of proposed
operations and activities under this
Agreement;

(iii) if available, information concern-
ing the selection of routes from the Min-
ing Areas to a suitable harbour for the
export of product;

(iv) if available, information concern-
ing the planning of suitable permanent
settlements, including information on
suitable water supplies for permanent
settlements and other facilities;

(v) such other plans and information
as to the progress of the Company’s ac-
tivities in the Contract Area as the Min-
istry may from time to time reasonably
require.

2. Within one year from the time of
filing the written notice provided for in
paragraph 3 of Article 6 the Company
will also file with the Ministry a sum-
mary of its geological and metallurgical
investigations and all geological, geo-
physical, topographic and hydrographic
data obtained from the General Survey
and Exploration and a sample representa-
tive of each principal type of mineralisa-
tion encountered in its investigations.

3. At the latest one 1) year after the
expiration of the Exploration Period, the
Company shall submit to the Minister a
general geological map of the whole
Contract Area on the scale of 1 : 250,000
with attendant reports based on the
Company’s geological observations; such
geological map need only contain the
observations of rock types and their dis-
tribution and structure which have been
made by the Company during the Gen-
eral Survey and Exploration Periods.

4. In addition to the geological map as
mentioned in paragraph 3 of this Article,
the Company shall turn over to the Gov-
emment:

(i) maps indicating all places in the
Contract Area in which the Company
shall have drilled holes or sunk pits,
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(ii) copies of logs of such drill holes
and pits and of assay results with respect
to any analysed samples recovered from
them,

(iii) copies of any geophysical maps
of the Contract Area which shall have
been prepared by the Company, and

(iv) all other information directly rel-
evant to the Company’s Exploration ac-
tivities under this Agreement which the
Government may request and which is,
or could by the exercise of reasonable
efforts by the Company have been,
within the Company’s control in order to
appraise the Company’s investigation ac-
tivities under this Agreement.

5. The Company shall after the date of
initialling the whole of this Agreement
place with a bank appointed by the Gov-
emment a deposit of Twenty-Five Thou-
sand United States Dollars (25,000.00
USD) less any amount already deposited
on granting of the Preliminary Survey
Permit (SIPP). Within 30 (thirty) days
after the date of signing of this Agree-
ment the Company shall deliver to the
Government a banker’s guarantee in the
amount of Seventy-Five Thousand Uni-
ted States Dollars (75,000.00 USD).
These two amounts shall hereinafter col-
lectively be called “the Security De-
posit”. If the Company has already de-
posited Twenty-Five Thousand United
States Dollars (25,000.00 USD) referred
to above with a bank nominated by the
Government, then no further Security
Deposit shall be required if a SIPP is
later granted.

The banker’s guarantee shall be re-
leased by the Government as to Fifty
Thousand United States Dollars
(50,000.00 USD) after:

(i) the expiration of the General Sur-
vey Period;

(ii) the submission as specified in
paragraph 1 of this Article of four con-
secutive quarterly progress reports to the
Ministry or where the General Survey
Period is completed in less than one year,
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quarterly reports covering such lesser pe-
riod, provided that where the General
Survey Period has been agreed to have
commenced prior to the date of signing
this Agreement, report(s) covering this
earlier period shall count towards satis-
faction of this obligation, and
(iii) either:

(a) satisfactory performance (ac-
cording to the Minister’s judge-
ment) for such General Survey Pe-
riod, or

(b) the expenditure by the Com-
pany in such General Survey Pe-
riod of Fifty Thousand United
States Dollars (50,000.00 USD) on
the Contract Area.

The remaining fifty percent (50%) of
this Security Deposit will be released on
behalf of the Company when a general
geological map (with attendant report
thereon) based on the Company’s geolo-
gical observations, on the scale of
1:20,000 has been submitted to and ap-
proved by the Minister which approval
the Minister shall not unreasonably with-
hold or delay.

In the event that the Company does
not satisfy the above mentioned require-
ment within 6 (six) years after the date of
the signing of this Agreement the balance
of the said Security Deposit shall auto-
matically be forwarded to the Govern-
ment Treasury and the Company shall
have no further claim thereon. Interest on
the Security Deposit shall accrue for the
benefit of the Company.

6. Except as otherwise provided in
this paragraph 6, the Government has
title to all data and reports submitted by
the Company to the Ministry or the Gov-
ernment pursuant to the provisions of
this Agreement.

Such data and reports will be treated
as strictly confidential by the Company
to the extent that the Government shall
so request; reciprocally the Government
will treat as strictly confidential such

data and reports to the extent that the
Company shall so request provided,
however, that data belonging to the pub-
lic domain (because of having been pub-
lished in generally accessible literature or
of their mainly scientific rather than
commercial value, such as geological
and geophysical data) and data which has
been published pursuant to laws and reg-
ulations of Indonesia or of a foreign
country in which a sharecholder may be
domiciled (such as the yearly report of
public bodies or companies) shall not be
subject to the foregoing restrictions; pro-
vided further that the term “data” is used
in this paragraph shall include (without
limitations) any and all documents,
maps, plans, worksheets and other tech-
nical data and information, as well as
data and information concerning finan-
cial and commercial matters.

In respect of data relating solely to
areas relinquished by the Company from
the Contract Area pursuant to Article 4,
the foregoing restrictions shall cease to
apply as from the date of relinquishment
of Such areas. In addition, where this
Agreement has been terminated pursuant
to Article 20 or Article 22, the foregoing
restrictions shall cease to apply.

Notwithstanding the foregoing, exclu-
sive know-how of the Company, its con-
tractors or Affiliates contained in data or
reports submitted by the Company to the
Ministry or the Government pursuant to
the provisions of this Agreement and
which shall have been identified as such
by the Company, shall only be used by
the Government in relation to the ad-
ministratio of this Agreement and shall
not be disclosed by the Government to
third parties without the prior written
consent of the Company.

Such exclusive know-how as long as
it remains exclusive know-how of the
Company, its contractors or Affiliates as
the case may be, remains the sole prop-
erty of the Company, its contractors or
Affiliates as the case may be.
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ARTICLE 8

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
Govemment 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 conceming 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
datarequired 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.

S. 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-
emment 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 seck 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 10
OPERATING 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.0.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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At any time if the Company wishes to
establish its own smelting, refining or
manufacturing facilities in Indonesia it
can do so subject to approval of the Gov-
emment which shall not be unreasonably
withheld. This obligation of the Com-
pany is subject to any smelting, refining
or manufacturing contracts entered into
by the Company prior to the establish-
ment of such facilities.

6. Project facilities shall include the
mine’s processing facilities, and any port
facilities, aircraft landing facilities and
transportation communication, water
supply and other necessarily related fa-
cilities, for which the Company is, sub-
ject to the rights of third parties, hereby
granted all necessary licences and per-
mits to construct and operate in accor-
dance with laws and regulations and such
reasonable safety regulations relating to
design, construction and operation as
may from time to time be in force and of
general applicability in Indonesia.

7. The Company shall submit to the
Ministry the following Exploitation Re-
ports:

(i) a monthly statistical report begin-
ning with the first month following the
commencement of the Operating Period
which shall set forth the number and lo-
cation of the workings on which work
was begun during the preceding month;
the number of workmen employed
thereon at the end of the month; a list of
the equipment at each working at the end
of the month and a brief description of
the work in progress at the end of the
month and of the work contemplated
during the following month.

(ii) a quarterly report beginning with
the first quarter following the com-
mencement of the Operating Period con-
cerning the progress of its operations in
the Contract Area. This report shall spec-
ify in full:

(a) those workings in which ore is
considered to have been found, re-
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gardless of whether the deposits
are deemed to be commercial or
not (together with all data relative
to the estimated volumes of the re-
serves, the kind or kinds of such
ore encountered and the analyses
thereof); the number and descrip-
tion of workings which have been
placed in commercial production
and full particulars concerning the
disposition of such production; the
number of workmen employed on
each such working as of the work
in progress at the end of the quarter
in question and of the work con-
templated during the ensuing quar-
ter.

(b) the work accomplished during
the quarter in question with respect
to all installations and facilities di-
rectly or indirectly related to its ex-
ploitation program, together with
the work contemplated for the en-
suing quarter with respect to the
same installations and facilities and
indicating both actual and esti-
mated investment in such installa-
tions and facilities made, commit-
ted or to be committed with respect
to such installations and facilities.

(iii) an annual report beginning with
the first complete year following the
commencement of the Operating Period
which shall include:

(a) the number and description of
the workings which were in prog-
ress at the end of the year preced-
ing the year in question (with a
showing as to which are in com-
mercial production); the number
and description of workings aban-
doned during the year; the produc-
tion of each of the workings, re-
gardless of whether in commercial
production or not, with a full de-
scription of the kind and quality
and analyses of ore produced from
each working, the number of work-
ings on which activities are contin-

uing at year end, but which have
not gone into commercial produc-
tion.

(b) the total volume of ores, kind-
by-kind, broken down between
volumes mined, volumes trans-
ported from the mines and their
corresponding destination, vol-
umes stockpiled at the mines or
elsewhere in Indonesia, volumes
sold or committed for export
(whether actually shipped from In-
donesia or not), volumes actually
shipped from Indonesia (with full
details as to purchaser, destination
and terms of sale), and if known to
the Company after diligent enquiry
volumes refined, processed and/or
manufactured within Indonesia
with full specifications as to the in-
termediate products, by-products,
or final products, outturned within
Indonesia (with full showing as to
the disposition of such intermedi-
ate products, by-products or final
products and of the terms on which
they were disposed); and

(c) work accomplished and work in
progress at the end of the year in
question with respect to all of the
installations and facilities related
the exploitation program, together
with a full description of of all
work programmed for the ensuing
year with respect to such installa-
tions and facilities including a de-
tailed report of all investment actu-
ally made or committed during the
year in question and all investment
committed for the ensuing year or
years.

(iv) the Company shall also furnish
the Government all other information re-
lated to the Company’s activities under
this Agreement of whatever kind and
which is, or could by the exercise of rea-
sonable efforts by the Company have
been, within the control of the Company
which the Government may request in
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order that the Government may be fully
appraised of the Company’s activities.

Monthly and quarterly reports shall be
submitted in eightfold within thirty (30)
days of the end of the month or quarter
in question, as the case may be. Annual
reports shall be submitted in eightfold
within ninety (90) days of the end of the
year in question.

8. The Company shall have full and
effective control and management of all
matters relating to the operation of the
Enterprise including the production and
marketing of its products in accordance
with sound, long term policies. The
Company may make expansions, modifi-
cations, improvements and replacements
of the Enterprise’s facilities, and may add
new facilities, as the Company shall con-
sider necessary for the operation of the
Enterprise or to provide services or to
carry on activities ancillary or incidental
to the Enterprise. All such expansions,
modifications, improvements, replace-
ments and additions shall be considered
part of the project facilities.

9. The Government will cooperate
with the Company to the end that the
Company may in compliance with the
existing rules and regulations select the
vessels and other transportation facilities
to be used in connection with imports
and exports of articles under this Agree-
ment.

ARTICLE 11

MARKETING

1. The Company shall have the right to
export its products obtained from the op-
erations under this Agreement. Without
in any way prejudicing the Company’s
basic right to export its products such ex-
port will be subject to the provisions of
the export laws and regulations of Indo-
nesia. The Company will endeavour at
all times to fulfill the requirements of the
domestic market for its products pro-
vided that to do so will not jeopardise the
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Company in its ability to observe the
provisions of committed sales agree-
ments for its products.

2. The Company shall sell the prod-
ucts in accordance with generally ac-
cepted international business practices, at
the best prices and on the best terms
compatible with world market conditions
and conditions obtainable in the circum-
stances then prevailing, provided that the
Government shall have the right to pro-
hibit the sale or export of minerals or
materials derived therefrom as may be
contrary to the international obligations
of the Government or on the basis of ex-
ternal political considerations affecting
the national interest of Indonesia. In the
event of such prohibition (other than a
quota requirement imposed pursuant to
an International Commodity Marketing
Agreement), if the Company is unable to
find alternative markets on equivalent
terms and conditions, the Government
shall purchase the Minerals, at the then
prevailing world market price.

3. The Company shall not enter into
any contract for sale of its products being
produced for a term in excess of three (3)
years without the prior approval of the
Government which approval shall not be
unreasonably withheld or delayed.

4. In any event sales commitments
with Affiliates shall be made only at
prices based on or equivalent to arm’s
length sales and in accordance with Such
terms and conditions at which such
agreements would be made if the parties
had not been affiliated, with due allow-
ance for normal selling discounts or
commissions. Such discounts or commis-
sions allowed the Affiliates must be no
greater than the prevailing rate so that
such discounts or commissions will not
reduce the net proceeds of sales to the
Company below those which it would
have received if the parties had not been
affiliated. No selling of discounts or
commissions shall be allowed an

Affiliate in respect of sale for con-
sumption by it. The Company shall sub-

mit to the Government evidence of the
correctness of the figures used in com-
puting the above prices, discounts and
commissions, and a copy of the sales
contract.

5. If the Government believes that any
figures used in computing the revenues
are not in accordance with the provisions
of paragraph 4 of this Article, the Gov-
emment may within 12 (twelve) months
after the calendar quarter in which such
products were exported, so advise the
Company in writing. The Company shall
submit evidence of the correctness of the
figures within 45 (forty-five) days after
receipt of such advice. Within 45 (forty-
five) days after receipt of such evidence,
the Government may give notice to the
Company in writing that it is still not sat-
isfied with the correctness of the figures
and within 10 (ten) days after receipt of
such notice by the Company a Commit-
tee, consisting of one representative of
and appointed by the Government and
one representative of and appointed by
the Company, shall be constituted to re-
view the issue. The Committee shall
meet as soon as convenient at a mutually
agrecable place in Indonesia and if the
members of the Committee do not reach
agreement within twenty (20) days after
their appointment or such longer period
as the Government and the Company
mutually agree, the representatives shall
appoint a third member of the Commit-
tee, who shall be a person of interna-
tional standing in jurisprudence and if
possible shall be familiar with the inter-
national mineral industry. The Commit-
tee after reviewing all the evidence, shall
determine whether the figures used by
the Company or any other figures are in
accordance with paragraph 4 of this Arti-
cle. The decision of two members of the
Committee shall be binding upon the
Parties. Failure of two representatives to
appoint a third member of the Committee
shall require the issue to be submitted to
arbitration pursuant to Article 21 of this
Agreement. Within ninety (90) days after
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the issue has been finally decided, pursu-
ant to this paragraph, appropriate retroac-
tive adjustment shall be made in confor-
mity with the Committee’s decision. The
Company and the Government each shall
pay the expenses of its own member on
the Committee and one half of all other
expenses of the Committee’s proceed-
ings.

6. In the event that the Company pro-
duces a concentrate containing gold, sil-
ver or platinum which are easily separa-
ble, the Company shall, if it is economi-
cally feasible, make maximum efforts to
separate the gold, silver and platinum.

7. In the event of a sale of gold, silver
or platinum to an Affiliate or to the do-
mestic market or to the Government’s
designated agency it is understood that,
unless otherwise agreed by the Parties,
the price of gold produced by the Com-
pany shall be determined on the day of
sale at not less than the 15.00 hours gold
fixing as agreed by members of the Lon-
don Gold Market and as quoted for that
day in the Metal Bulletin, that the price
of silver shall be determined on the day
of sale at not less than the silver fixing as
agreed by members of the London Silver
Market and as quoted for that day in the
Metal Bulletin, and that the price of plat-
inum shall be determined at not less than
the Johnson Matthey unfabricated daily
world producers’ price on the day of sale
as quoted for that day in Metals Week
less in each case selling expenses and
charges as defined in Annex “H*.

In the event that the London Gold
Market or the London Silver Market
ceases to be a suitable reference for pric-
ing, the Government and the Company
will consult together to agree on an ac-
ceptable method of determining such
prices. The day of sale shall be construed
as the day on which legal title to the
products is transferred by the Company
to the purchaser. Unless otherwise agreed
this shall be the day of delivery. Payment
shall be made to the Company in US dol-
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lars within two (2) days of the day of
sale.

8. If at any stage in the course of its
marketing arrangement, the Company re-
fines, or takes delivery of gold or silver
refined from its products, then such gold
and silver will be in a form and bear
marks which will make it acceptable in
the international precious metals mar-
kets. For gold, this means the London
Gold Market; for silver this means the
London Silver Market.

ARTICLE 12

IMPORT AND RE-EXPORT
FACILITIES

1. The Company may import into Indo-
nesia capital goods, equipment, ma-
chinery (including spare parts), vehicles
(except for sedan cars and station wag-
ons), aircraft, vessels, other means of
transport and raw materials being items
needed for use in the mining, explora-
tion, feasibility study, construction, pro-
duction and supporting technical activi-
ties of the Enterprise which shall be ex-
empt or obtain relief from import duties
and postponement of payment of value
added tax (VAT) payable in accordance
with the prevailing laws and regulations
for the duration of the period commenc-
ing as from the date of signing of this
Agreement up to and including the tenth
year of the Operating Period. For any
equipment directly used to support its
technical operations such as laboratory
and computer equipment located outside
its field operations, the tax exemptions or
tax reliefs shall be the same as above. In
case the Company is operating more than
one Mining Area, this tenth year of the
Operating Period shall be computed from
the date of the commencement of opera-
tion of the first Mining Area.

2. The exemption and reliefs from
import duties and postponement of value
added tax (VAT) as referred to in para-
graph 1 of this Article shall apply only to
the extent that the imported goods are not

produced or manufactured in Indonesia
and available on a competitive time, cost
and quality basis, provided that for the
purposes of comparing the costs of im-
ports and the cost of goods manufactured
or produced in Indonesia value added tax
and import duties shall be applied to the
cost of imports.

3. Any equipment (which must be
clearly identified) and unconsumed ma-
terial imported by the registered sub-con-
tractor(s) of the Company for the exclu-
sive purpose of providing services to the
Company and intended to be re-exported
will be exempt from import duties, value
added tax and other levies. If such equip-
ment and material shall not have been
re-exported by the defined time, the sub-
contractor(s) of the Company shall, un-
less extended or exempted for reasons
acceptable to the Government, pay im-
port duties, value added tax and other
levies not paid upon entry. The Company
shall be responsible for proper imple-
mentation of its sub-contractor(s) obliga-
tions under this Article.

4. Any item imp orted by the Com-
pany or its registered subcontractors)
pursuant to this Article and no longer
needed for the exploration and produc-
tion activities of the Company may be
sold outside Indonesia and re-exported
free from export taxes and other customs
duties (excluding capital gains tax) and
value added tax after compliance the
laws and regulations which shall at the
time of such sale be in force and of gen-
eral application in Indonesia. No im-
ported item shall be sold domestically or
used otherwise than in connection with
the Enterprise except after compliance
with import laws and regulations which
are at the time of such import in force
and of general application in Indonesia.

5. In view of the fact that goods and
services will have to be imported from
abroad and that various parts of the Con-
tract Area are remote, for all practical
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purposes from presently existing sea
ports and other ports of entry for customs
purposes, the Government will consider
establishing such sea port or port of entry

and the requisite customs office thereat
~ as the Company shall reasonably request
from time to time; in consideration
thereof, each such customs office so es-
tablished at the request of the Company
shall be furnished and maintained by the
Company at its expense and according to
the existing rules and regulations.

6. During the period the Company is
allowed to import free from duties the
Company shall submit to the Govern-
ment not later than November 15 of each
year, except where the prevailing regula-
tions provide for other procedures, a list
of equipment and material to be imported
during the next calendar year to enable
the Government to review and to ap-
prove the various items to be imported
for the Enterprise. Notwithstanding the
foregoing the Company may request
(stating the cause) the Government to
amend the list of equipment and material
as required during the year.

7. Without prejudice to the foregoing
provisions as referred to in this Atrticle,
the Company shall duly observe import
restrictions and prohibitions and rules
and procedures of general application.

ARTICLE 13
TAXES AND OTHER
FINANCIAL OBLIGATIONS
OF THE COMPANY
Subject to the terms of this Agreement,
the Company shall pay to the Govern-
ment and fulfill its tax liabilities as here-
inafter provided:

(i) Deadrent in respect of the Contract
Area or the Mining Area.

(ii) Royalties in respect of the Compa-
nys production of Minerals.

(iii) Additional royalty in respect of
Minerals exported.
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(iv) Income taxes in respect of all
kinds of profits received or accrued by
the Company.

(v) Personal income tax.

(vi) Withholding taxes on
dividends and royalties.

(vii) Value Added Tax on purchases
and sales of taxable goods.

(viii) Stamp duty on legal documents.

(ix) Import duty on goods imported
into Indonesia.

(x) Land and Building Tax (PBB) in
respect of:

(a) the Contract Area or the Mining
Area, and

interest,

(b) the use of land area and space
in which the Company constructs
facilities for its mining operations.

(xi) Levies, taxes, charges and duties
imposed by Regional Government in In-
donesia which have been approved by
the Central Government.

(xii) General administrative fees and
charges for facilities or services rendered
and special rights granted by the Govern-
ment to the extent that such fees and
charges have been approved by the Cen-
tral Government.

(xiii) Tax on the transfer of ownership
of motorised vehicles and ships in Indo-
nesia.

The Company shall not be subject to
any other taxes, duties, levies, contribu-
tions charges or fees now or hereafter
levied or imposed or approved by the
Government other than those provided
for in this Article and elsewhere in this
Agreement.

1. Deadrent in respect of the Contract
Area or the Mining Area

The Company shall pay, in Rupiah or
in such other currencies as may be mutu-
ally agreed, an annual amount as deadr-
ent to January 1st and July 1st of each
Year, such payments to be made in ad-
vance and in two installments each pay-
able within thirty (30) days after the said
dates during the term of this Agreement

and payable as stipulated in Annex “D”
attached hereto.

2. Royalties in respect of the
Company’s production of Minerals

(i) The Company shall pay royalties in
respect of the mineral content of prod-
ucts (as defined in Annex “F”) from the
Mining Area, to the extent that any Min-
eral in such products shall be a Mineral
for which value according to general
practice is paid or paid to the Company
by a buyer. Royalties shall be paid in Ru-
piah or such other currency as may be
mutually agreed and shall be paid on or
before the last day of the month follow-
ing each calendar quarter. Each payment
shall be accompanied by a statement in
reasonable detail showing the basis of
computation of royalties due in respect
of shipments or sales made during the
preceding calendar quarter.

Royalties will be computed from the
rates specified in Annex “F* as follows:

(a) the tonnage or quantity by
weight used in the computation
shall be that quantity delivered for
export shipment or for domestic
sale. In the case of concentrates or
dore bullion, the quantity by
weight of each mineral subject to
royalty shall be properly deter-
mined by internationally accepted
assay methods.

(b) for those Minerals having a Lon-
don Metal Exchange price quotation or
for which the saleable mineral content
has an LME price quotation the price
used in the computation shall be the av-
erage of the daily fixings for the London
Metal Exchange first quoted on or after
the date of export shipment or delivery to
a domestic buyer, for the same or most
equivalent traded type or grade of the
Minerals concerned and as quoted for
that day in the Metal Bulletin.

(c) for those Minerals (other than
gold) having no London Metal Ex-
change price quotation the price
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used in the computation shall be
the average of the daily price first
quoted after the date of export
shipment or delivery to a domestic
buyer as published for that day in
Metals Week.

(d) in the case of gold the price
used in computation shall be the
15.00 hours daily gold fixing as
agreed by members of the London
601d Market on the day of export
shipment or delivery to a domestic
buyer and as quoted for that day in
the Metal Bulletin.

(e) the royalty shall be increased or
decreased in the same proportion
that the current price shall be dif-
ferent from the prices set out in
Annex “F” for each mineral sold.

(f) the Government shall (upon
written request from the Company)
specify the metal price and royalty
rate in column 5 of Annex “F” for
those Minerals for which no price
reference is given.

(g) 1) In the case of gold :

a) If the sales price of gold is
300 USD per troy ounce or
lower, the applicable royalty
rate shall be : 1% of the sales
price.

b) If the sales price of gold is
400 USD per troy ounce or
higher, the applicable royalty
rate shall be: 2% of the sales
price.

¢) If the sales price (G) of gold
is between 300 USD per troy
ounce and 400 USD per troy
ounce, the applicable royalty
shall be :
[1+(G-300)] of the sales
price/100

2) In the case of silver :

a) If the sales price of silver is
10 USD per troy ounce or
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lower, the applicable royalty
rate shall be : 1 of the sales
price.

b) If the sales price of silver is
15 USD per troy ounce or
higher, the applicable royalty
rate shall be : 2% of the sales
price.

¢) If the sales price (S) of silver
is between 10 USD per troy
ounce and 15 USD per troy
ounce, the applicable royalty
shall be :

[1(S-10)] % of the sales
price/S

3) In the case of platinum :

a) If the sales price of platinum
750 USD per troy ounce or
lower, the -applicable ryalty rate
shall be : 1% of the sales price.

b) If the sales price of platinum
is 925 USD per troy ounce or
higher, the applicable royalty
rate shall be : 2% of the sales
price.

¢) If the sales price (P) of plati-
num is between 750 USD per
troy ounce and 925 USD per
troy ounce, the applicable roy-
alty shall be :

[1+ (P-750)] of the sales
price/175

For example : If the gold price used
for computation is 355.00 USD per troy
ounce and the silver price is 5.72 USD
per troy ounce and the bullion consists of
9% gold and 87% silver and 4% other
non recoverable associated products then
the royalty due on each metric tonne
(32,150.746 troy ounces) of bullion
shipped would be computed as follows:
Royalty rate for Gold

[ 1+ (355-300)1%/100= 1.55
Royalty Rate for Silver = 1%

Gold Content (9%) : 2,893.5671 troy oz
Silver Content (87%) : 27,971.1490 troy oz

Gold Royalty

= 1.55% of (5355 x 2,893.5671)
=1.55% of (1,027,216.36 USD)
=15,921.85 USD

Silver Royalty

= 1% of (35.72 x 27,971.1490)
= 1% of (159.99.97 USD)
=1,599.95 USD

Total Royaty
= 15,921.85 USD + 1,599.95 USD
= 17,521.80 USD

(ii) The Company undertakes that any
mining, processing or treatment of ore
prior to domestic sale or export shipment
by the Company shall be conducted in
accordance with such generally accepted
international standards as are economi-
cally and technically feasible, and in ac-
cordance with such standards the Com-
pany undertakes to use all reasonable ef-
forts to optimise the mining recovery of
ore from proven reserves and metallurgi-
cal recovery of Minerals from the ore
provided it is economically and techni-
cally feasible to do so, and shall submit
evidence to the Ministry of compliance
with this undertaking. Royalty shall not
be payable on any industrial minerals de-
rived from the Enterprise and used by the
Company for public purposes such as but
not limited to roads, bridges, railways,
port facilities, airports, community build-
ings, housing or any other infrastructure
used in relation to the Enterprise.

(iii) If in the opinion of the Govern-
ment, the Company is failing without
good cause to recover Minerals at the re-
covery rate indicated in the feasibility
study it may give notice- in writing to the
Company. Within three (3) months of the
receipt of this notice the Company shall
either:

(a) commence work to improve its
mining method, treatment and pro-
cessing facilities to the reasonable
satisfaction of the Government,
provided that the Company shall in
no event be obliged to conduct
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mining, processing or treatment ac-
tivities otherwise than as provided
in sub-paragraph (ii) of this Article
13 paragraph 2.

(b) submit to the Government evi-
dence in justification of its perfor-
mance in accordance with sub-
paragraph (ii) of this Article 13
paragraph 2. In the event that the
Government remains unsatisfied
with the Company’s performance
in mining ore from the proven re-
serve and recovering minerals from
the ore, the Government shall have
the right to commission indepen-
dent technical studies to determine
a fair average recovery rate taking
into account the nature of the
proven reserve and the ore and the
economic and technical feasibility
of achieving increased recovery by
the Company in accordance with
sub-paragraph (ii) of this Article 13
paragraph 2. Such studies shall be
carried out by internationally
recognised consultants appointed
by the Government and agreed to
by the Company.

The Government and the Company
shall have the right to prepare sub-
missions to the consultants. If the
said consultants find that the per-
formance of the Company’s oper-
ations is not satisfactory, then the
cost shall be borne by the Com-
pany. If it is found that the perfor-
mance of the Company’s obliga-
tion is satisfactory, then the cost
shall be bomne by the Government.

If following the completion of
such studies, the Company fails
within a reasonable period to
achieve the recovery rate indicated
by such studies, the Government
shall have the right if the Company
is not then observing its undertak-
ing in sub-paragraph (ii) of this Ar-
ticle 13 paragraph 2 to increase the
royalty applicable to the Minerals

delivered for export shipment or
domestic sale in proportion to the
extent that the recovery of such
Minerals by the Company falls
short of the fair average rate indi-
cated by such studies. But at no
time shall the payment of such in-
creased royalty free the Company
from the obligation to observe its
undertaking in sub-paragraph (ii)
of this Article 13 paragraph 2.

3. Additional royalty in respect of
Minerals exported

The Company shall pay in Rupiah or
in such other currencies as may be mutu-
ally agreed, additional royalty in respect
to Minerals exported except as otherwise
stipulated in column 6 of Annex 6 at-
tached hereto. Additional royalty shall be
payable only to the extent that any metal
or mineral in the Company’s export
products shall be an element for which
value is according to general practice
paid to the Company by a buyer.

The rate of additional royalty to be
paid shall be as stipulated in Annex G
attached hereto. Additional royalty shall
not be payable on the export of gold, sil-
ver or platinum in the form of Associated
Minerals or dore bullion bars.

The rules for calculating additional
royalty shall be, with necessary adjust-
ment, those rules of computation of roy-
alty as referred to in paragraph 2 of this
Article 13.

The Government shall (upon written
request from the Company) determine
the type of product eligible for additional
royalty for minerals and mineral products
for which no product is specified in col-
umn 6 of Annex “G” attached hereto.
Additional royalty shall not be payable
on the export of gold, silver or platinum
in the form of Associated Minerals or
dore bullion bars. The rules for calculat-
ing additional royalty shall be, with nec-
essary adjustment, those rules of compu-
tation of royalty as referred to in para-
graph 2 of this Article 13.

The Government shall (upon written
request from the Company) determine
the type of product eligible for additional
royalty for minerals and mineral products
for which no product is specified in col-
umn 6 of Annex “G”.

4. Income taxes in respect of all kinds
of profits received or accrued by the

Company

(i) The Company will pay corporate
income tax on income, meaning any in-
crease in economic prosperity received ;
or accrued by the Company, whether
originating from within or without Indo-
nesia, in whatever name and form, in-
cluding but not limited to gross profit
from business, dividends, interest and
royalties and the tax rates which shall be
applied throughout the term of this
Agreement shall be as follows:

(a) 15% tax rate for taxable income
up to Rp 10,000,000 (ten million
Rupiah, Indonesian currency);

(b) 25% tax rate for taxable income
from Rp. 10,000,000 (ten million
Rupiah, Indonesian currency) to
Rp 50,000,000 (fifty million Ru-
piah, Indonesian currency);

(¢) 35% tax rate for taxable in-
come above Rp 50,000000 (fifty
million Rupiah, Indonesian cur-
rency);

(ii) For the purposes of calculation of
taxable income the rules for computation
of corporate income tax as provided for
in Annex “H* attached to and made part
of this Agreement shall apply and except
as otherwise stipulated in this Agreement
and the said Annex “H”, the rules as pro-
vided in Law No. 7 year 1983 and its
implementations, shall apply.

S. Personal income tax

(i) The Company shall withhold and
remit income taxes on remuneration of
the Company’s employees according to
Article 21 of Income Tax Law 1984, Law
No. 7 year 1983.
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(ii) Expatriate Individuals who are
employed or engaged by the Company or
its Subsidiaries or its sub-contractors and
who are present in Indonesia for less than
183 days in any twelve month period
shall be subject to withholding of tax at
the rate of 20% (or such lesser percent-
age as shall apply under any relevant
Double Tax Agreement) on the gross
remuneration for services rendered in In-
donesia based on Article 26 Income Tax
Law 1984, Law No. 7 year 1983. The
income of such Expatriate Individuals
which is taxable in Indonesia shall in-
clude only remuneration paid to them for
services rendered in Indonesia.

(iii) Expatriate Individuals who are
employed or engaged by the Company or
its Subsidiaries or its sub-contractors
and who are present in Indonesia for
more than 183 days in any twelve month
period or intend to reside in Indonesia,
shall be liable for Indonesian personal in-
come tax. The Company shall deduct
personal income tax based on Article 21
Income Tax Law 1984, Law No. 7 year
1983 from the income received by the
employee from the Company with con-
sideration being given to the regulations
relating to deductible income. The in-
come of such Expatriate Individuals shall
include all kinds of remuneration paid to
them by their employer but shall exclude
employee benefits which either are not
deductible in calculating the taxable in-
come of the Company or are set out in
paragraph 7 of Annex “H”.

6. Withholding taxes on interest, divi-
dends and royalties

The Company and its Subsidiaries
shall in accordance with the laws and
regulations prevailing at the date of sign-
ing this Agreement withhold and remit to
the Government withholding taxes at the
rates not exceeding those specified in
this Article (or such lesser rates as shall
be applicable under any relevant Double
Tax Agreement) upon the following:

(i) Dividends, interest in whatever
form including loan guarantees;
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(ii) Rents, royalties and other compen-
sation related to the use of rights and
property;

(iii) Compensation paid for technical
assistance or management services per-
formed in Indonesia.

The rate of such withholding tax pre-
vailing as at the date of signing this
Agreement is fifteen percent (15%) in
the case of payments to a resident tax-
payer and twenty percent (20%) in the
case of payment made to a non resident
taxpayer.

7. Value Added Tax (VAT) on pur-
chases and sales of taxable goods

(i) The Company shall be registered
as a taxable firm for Value Added Tax
purposes and, accordingly, the Value
Added Tax shall be imposed on :

(a) Domestic sales of production
including but not limited to dore
bullion at a rate of ten percent
(10%) of the sales value or any
other rate in accordance with the
prevailing tax laws and regula-
tions, and export sales of produc-
tion at a rate of zero percent (OX)
of the sales value.

(b) Subject to the provisions of Ar-
ticle 12 imported taxable goods
such as equipment and other neces-
sities at a rate of ten percent (10%)
or any other rate in accordance
with the prevailing tax laws and
regulations.

(c) Domestic taxable services hired
by the Company for construction
services (such as building, roads,
bridges and other similar services)
and domestic purchase of taxable
goods at a rate of ten percent
(10%) or any other rate in accor-
dance with the prevailing tax laws
and regulations.

(ii) From the date of registration as a
taxable firm, the excess of input VAT as
shown in the Periodical Tax Return filed
by the Company with the Directorate

General of Taxation shall be repaid by
the Government to the Company in ac-
cordance with the prevailing tax laws
and regulations.

(iii) VAT due on purchases of domes-
tic and imported capital goods by the
Company may be deferred to a later date
in accordance with the Decree of the
Minister of Finance No. 827 year 1984
or regulations or decrees having similar
effect, due regard being had to the valid-
ity of such Decrees.

(iv) Sales tax on luxury goods:

On imported goods or goods domesti-
cally procured which are classified as
luxury goods, at a rate of ten percent
(10%) or twenty percent (20%) of im-
ported or purchase value and being cal-
culated in a manner no more onerous
than in accordance with the prevailing
tax regulations. The sales tax on luxury
goods is levied in addition to the VAT as
mentioned in sub-paragraph (i) of this
paragraph 7 above.

8. Stamp duty on legal documents
As provided in Law No. 13 year 1985
dated December 27, 1985 re Stamp Duty.

9. Import duty on goods imported into
Indonesia

(i) Exemption and tax reliefs on im-
port of capital goods, equipment and ma-
chinery and supplies are accorded to the
Company by virtue of Law No. 1 year
1967 concerning Foreign Capital Invest-
ment as amended by Law No. 11 year
1970 as provided in Article 12 above.

(ii) Other goods including personal ef-
fects are subject to prevailing import
duty regulations.

(iii) Excse tax on tobacco and liquor
are subject to taxation in accordance with
the prevailing law.

10. Land and Building Tax (PBB)

The Company shall pay Land and
Building Tax, in Rupiah or in such other
currencies as may be mutually agreed, as
follows:

(i) During the General Survey, Explo-
ration, Feasibility Studies and Construc-
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tion Periods an amount equal to the
amount of deadrent. During the Operat-
ing Period an amount equal to the
amount of deadrent plus an additional
land tax equal to an amount of 0.5% x
20% of gross revenue from mining oper-
ations. Such payment shall be made as in
paragraph 1 of this Article and

(ii) an amount to be measured by the
number of square metres of land area and
floor space used by the Company for its
facilities which are closed to the public,
and such payment shall be made during
the term of this Agreement in accordance
with prevailing laws and regulations; it is
understood and agreed that the tariffs im-
posed on the Company shall be those of
general application in the mining indus-
try in Indonesia.

11. Levies, taxes, charges and duties
imposed by Regional Government in In-
donesia which have been approved by
the Central Government at rates and cal-
culated in a manner no more onerous
than in accordance with laws and regula-
tions prevailing as at the date of signing
this Agreement.

12. General administrative fees and
charges for facilities or services rendered
and special rights granted by the Govern-
ment to the extent that such fees and
charges have been approved by the Cen-
tral Government.

13. Tax on the transfer of ownership

(i) on motorised vehicles levied by the
Regional Government where the vehicles
are registered at rates according to the
relevant Regional Government regula-
tions,

(ii) on ships or vessels working in In-
donesia levied by the Directorate Gen-
eral of Sea Communication, Ministry of
Communication where the ships or ves-
sels are registered.

Tax compliance of the Company and
its subsidiaries or its Affiliates in connec-
tion with formal and material tax obliga-
tions such as Tax Identification Number,
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Tax Return, tax payment, reporting and
rights on taxation namely tax objection,
refund, tax credit, compensation and pen-
alties are subject to provisions provided
in Income Tax Law 1984, Law No. 7
year 1983 concerning General Tax Pro-
visions and Procedures.

In determining the Company’s net
taxable income, sound, consistent and
generally accepted accounting principles
as usually used in the mining industry
shall be employed, provided, however,
that where more than one accounting
practice is found by the Government to
prevail with regard to any item, the Gov-
ernment shall in consultation with the
Company determine which practice is to
be applied by the Company with regard
to the particular item.

Without limiting the generality of the
foregoing, the Government shall in no
event be bound by the Company’s char-
acterization of any transaction with an
Affiliate for accounting purposes.

In the event that the Government es-
tablishes that any payment, deduction,
charge for expenses or other transaction
with an Affiliate is not fair, reasonable
and consistent with the general practice
that would have been followed by inde-
pendent parties in connection with a
transaction of a similar nature the Gov-
emment may, for the purposes of deter-
mining the Company’s income tax liabil-
ity, substitute the payment, deduction,
charge for expenses or other transaction
which would have prevailed had the
transaction occurred between indepen-
dent parties.

ARTICLE 14

RECORDS, INSPECTION AND
WORK PROGRAM

1. The Company shall maintain in Indo-
nesia precise and systematic technical re-
cords relating to, and financial records
showing a true and fair view of, all of its
operations and the status of proven, prob-
able and possible ore reserves, including
mining, processing, transportation and

marketing, in accordance with generally
accepted accounting principles stated in
Rupiahs or with the approval of the Min-
ister of Finance in equivalent United
States dollars.

The financial and other records shall be
maintained in the Indonesian language or
with the approval of the Minister of Fi-
nance in English. The Company shall
furnish to the Government annual finan-
cial statements consisting of balance
sheet and statement of income and all
such other financial information con-
cerning its operations in accordance
with generally accepted accounting prin-
ciples in Indonesia and all such other in-
formation concerning its operations in
reasonable detail and in such detail as the
Government may reasonably request.

2. The Government and its authorised
representatives have the right to review
and audit Such financial statement within
five (5) years after submission by the
Company. The failure by the Govern-
ment to make a claim for additional pay-
ment on account of deadrent, royalties,
corporate income tax or other payments
to the Government within Such five (S)
years period shall preclude any Such
claim thereafter.

3. The Government and its authorised
representatives may enter upon the Con-
tract Area and any other place of busi-
ness of the Company to inspect the oper-
ations at any time and from time to time
during regular business hours. The
Company shall render necessary assis-
tance to enable said representatives to
inspect technical and financial records
relating to the Company’s operations and
shall give said representatives such infor-
mation as the said representatives may
reasonably request. The representatives
shall conduct such inspections at their
own risk and shall avoid interference
with normal operations of the Company.

4. The Company shall submit to the
Government not later than November
15th (fifteenth) or February 15th (fif-
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teenth) of each year during the term of
(his Agreement is work program, budget
lan, sales contract and marketing/sales
plan for the following year in sufficient
detail to 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
first 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 to 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-
posed 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 Govemment may be fully appraised
of the Company’s exploration and ex-
Ploitation activities.

6. All information mentioned in para-
8raph 5 of this Article furnished to the
Govenment shall be either in English or
Indonesian and all financial data shall be
recorded in Rupiah or United States of
America currency and records shall also
be. kept of conversion rates applied to the
orginal currency.

1. The Company shall maintain all
Original records and reposts relating to its
ictivities and operations under this
Agreement including all documents re-
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lating to financial and commercial trans-
actions with independent parties and Af-
ﬁliaws in its principal office in Indone-
sia. These records and reparts shall be
open (o inspection by the Government
through an authorised representative.
Sl.lch 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 to the origi-
nal currency.

8. The Company shall require to the
Company’s co-participants, affiliates
contractors and sub-contractors to the ex-
tent that such co-participant, Affiliate,
contractor or sub-contractor 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 information supplied by the
Company shall (except with the written
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
confidensial, but the Government shall
nevertheless be entitled at any time to
make use of any information received
from the Company for the purpose of
prepanng and publishing aggregated re-
turns and general reports on the extent of
ore prospecting or ore mining operations
in Indonesia and for the purpose of any
arbitrasion or litigation between the Gov-
emment and the Company.

10. All recards, reparts, plans, maps,
charss, accounts and information 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 1§

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 bank(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 valuta
asing) at the prevailing rate of exchange.

The Company shall be granted the
right to transfer abroad in any currency it
may desire funds in respect of the fol-
lowing items, provided that such trans-
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-
vestor(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) to the
Indonesian Participant (as defined in Ar-
ticle 24 hereof) or to Indonesian nation-
als.
(v) Expenses for Expatriate personnel
and 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 therefrom can
be passessed and used according to the
Company’s neced. Without prejudicing
the foregoing, the Company shall treat
the expart proceeds in accordance with
laws and regulations that may from time
to time be in force in Indonesia, except
as Bank Indanesia and the Company may
otherwise agree.
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The terms and conditions of any such
agreement shall not be less favourable
than those contained in any other similar
agreements by Bank Indonesia and other
mining companies either in force or con-
templated.

The Company in the exercise and per-
formance of its rights and obligations set
forth in this Agreement shall be author-
ised to pay abroad, n any currency it may
desire, without conversion into Rupiah,
for the goods and services it may require
and to defray abroad in any currency it
may desire any other expenses incurred
for mining operations under this Agree-
ment.

In respect of other matters of foreign
currency arising in any way out of or in
connection with this Agreement, the
Company shall be entitled to receive
treatment no less favourable to the Com-
pany than that accorded to any other
mining company carrying on operations
in Indonesia.

The Company shall forward financial
reports in accordance with the proce-
dures required by Bank Indonesia.

ARTICLE 16

SPECIAL RIGHTS OF THE
GOVERNMENT

1. The Company and its shareholders
agree that they will not without the
Government’s prior approval:

(i) amend the Articles of Incorpora-
tion of the Company;

(ii) change the basic nature of the
business of the Company;

(iii) voluntarily liquidate or wind up
the Company;

(iv) merge or consolidate the Com-
pany with any other Company.

(v) guarantee or otherwise pledge the
Minerals in the Contract Area.

2. The Minister may make known to
the Company certain objections with re-
gard to the Company’s plans or designs
and the Government reserves the right o
withhold its approval from plans and de-
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signs relating to construction, operation,
expansion, modification and replacement
of facilities of the Enterprise which may
disproportionately and unreasonably
damage the surrounding Environment or
limit its further development potential or
significantly disrupt the sociopolitical
stability in the area. Such approval shall
not unreasonably be withheld or delayed;
and if within three (3) months after sub-
mission of such plans or designs the
Government does not raise any objec-
tion, then such plans or designs will be
considered approved.

3. The Government reserves the right
of access to the Contract Area for the
purpose of any investigation it wishes to
make, provided that Such investigation
shall not unreasonably interfere with the
Enterprise and that, if damages result to
the Company’s property or operations
from such investigation, the Govern-
ment agrees to provide fair and reason-
able compensation to the Company for
such damages.

ARTICLE 17

EMPLOYMENT AND
TRAINING OF INDONESIAN
NATIONALS

1. The Company shall employ Indones-
ian personnel to the maximum extent
practicable consistent with efficient oper-
ations, subject to the provisions of the
existing laws and regulations which may
from time to time be in force in Indone-
sia.

2. The Company shall not be re-
stricted in its assignment or discharge of
personnel; provided however that sub-
ject to the foregoing requirements the
terms and conditions of such assignment
and discharge or disciplining of Indones-
ian personnel shall be carried out in com-
pliance with the laws and regulations of
Indonesia which at the time are generally
applied.

3. The Company shall seek to provide
direct Indonesian participation in the En-
terprise through the inclusion of Indones-
ian nationals in the management of the
Company and among the members of its
Board of Directors. To this end at least
one seat on the Board of Directors will
continuously be occupied by an Indones-
ian national from the date of incorpora-
tion of the Company. The Company will
also train Indonesian nationals to occupy
other responsible positions.

4. The Company shall conduct a com-
prehensive training program for Indones-
ian personnel in Indonesia and, subject to
the approval of the Government, in other
countries and carry out such program for
training and education in order to meet
the requirement for various classifica-
tions of full time employment for its op-
erations in Indonesia within the shortest
practicable period of time after having
submitted written application to the Gov-
emment and upon approval thereof in ac-
cordance with paragraph 3 of Article 8 in
relation to its decision to proceed with
development of the deposits. The Com-
pany shall also conduct a program to ac-
quaint all Expatriate employees and reg-
istered sub-contractors with the laws and
customs of Indonesia.

5. The Company and its registered
sub-contractors may bring into Indonesia
such Expatriate individuals as in the
Company’s judgement are required to
carry out the operations efficiently; pro-
vided however, that the Minister may
make known to the Company, and the
Company shall duly observe objections
based on grounds of national security or
foreign policy of the Government. At the
Company’s request (which shall be ac-
companied by information concerning
the education, experience and other qual-
ifications of the individuals concemed)
and in compliance with the existing rules
and regulations, the Government will
make arrangement for the acquisition of
all necessary permits, (including entry
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and exit permits, work permits, visas and
such other permits, as may be required);
in this connection the Company shall pe-
riodically submit its manpower require-
ment plans, manpower report, training
program and training report in the frame-
work of the Indonesianization process to
the Government.

6. The Company agrees that there
shall at all times be equal treatment, fa-
cilities and opportunities among employ-
ees in the same job classification with
respect to salaries, facilities and opportu-
nities within the mining industry regard-
less of nationality and the Company shall
duly observe the existing manpower laws
and regulations which may from time to
time be in force in Indonesia.

7. Prior to the establishment of a per-
manent settlement, the Company shall
furnish free medical care and attention to
all its employees working in the area
covered by this Agreement as is reason-
able and shall maintain or have available
adequate medical services at least com-
mensurate with such services provided in
similar circumstances in Indonesia. If the
Company establishes a permanent settle-
ment, the Company shall furnish such
free medical care and attention to all its
employees and all Government officials
requested by the Company working in
the area covered by this Agreement as is
reasonable and shall establish a staff and
maintain a dispensary, clinic or hospital
which shall be reasonably adeq,uate
under the circumstances according to the
prevailing laws and regulations of Indo-
nesia.

8. If the Company establishes a per-
manent settlement incorporating families
for the employees associated with the
Enterprise the Company shall provide
free of charge, primary and secondary
education facilities for the children of all
employees. Rules, regulations and stan-
dards of general application for compara-
ble education facilities in Indonesia es-
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tablished by the Ministry of Education
and Culture shall be followed.

ARTICLE 18
ENABLING PROVISIONS

1. The Government will grant the
Company the necessary rights and will
take such other action as may be desir-
able to achieve the mutual objectives of
this Agreement. The Company shall
have the undermentioned rights:

i) The sole right to enter the Contract
Area or the Mining Area for the purposes
of this Agreement, to make drill holes,
test pits and excavations, and to take and
remove, without royalty or other charge,
samples for assays and for metallurgical,
pilot plant and laboratory research pur-
poses, including bulk samples of approx-
imately 500 metric tons each and dredge
samples of up to 50,000 cubic metres
provided, however, the Company will
not export any such samples without the
prior approval of the Government. If the
Company exports such samples, then the
Company shall pay any obligations stip-
ulated in this Agreement.

(ii) to enter upon and remain within
the Contract Area and the Project Areas
(including portions of the air space and
shore line), except such area as may have
been notified to the Company as being
reserved by the Government either for
purposes of national security or else cov-
ered by the plans provided for below.
The Company shall recognise the items
referred to in Article 16 of Law No. 11
year 1967, subject to the provision of
paragraph 4 of the said Article 16.

2. In carrying out its activities under
this Agreement, the Company shall have
the right subject to the existing laws and
regulations which may from time to time
be in force in Indonesia to construct fa-
cilities as it deems necessary, provided
that:

(i) in connection with the use of land
by the Company for construction of fa-

cilities as provided in this Agreement the
Company shall pay the usual surveying
and registration fees charged by the
Land Registration Office. In acquiring
titles to land outside the Mining Area, the
Company shall comply with existing
laws and regulations of general applica-
tion.

ii) in connection with the activities of
the Company, the Company shall pay
generally applicable fees and charges for
services performed, facilities provided
and special rights granted by the Govern-
ment, provided that such services, facili-
ties and rights are requested by the Com-

pany.

(i) the area or areas in which the Com-
pany shall have the right to construct fa-
cilities related to production;

(ii) all other areas in which the Com-
pany shall have the

right to construct any other facilities
and the location of all such rights in and
over land, including easements, right of
way and rights to lay or pass on, over or
under land, any roads, railways, pipes,
pipelines, sewers, drains, wires, lines or
similar facilities, as may be necessary for
the Enterprise; and

(iii) all areas in which the Company
shall have the rights to construct such ad-
ditional facilities as the Company deems
necessary or convenient for the Enter-
prise. The Government shall thereupon
make arrangements for the Company to
utilize and remain within all such areas
and such land covered by such plans (or
such comparable areas as may be agreed
between the Government and the Com-
pany) and to exercise the other rights
specified above with respect to each such
area. The use and occupancy of any areas
covered by such plans shall not be sub-
ject to payment by the Company of any
levies other than those specified else-
where in this Agreement. The plans filed
pursuant to this paragraph shall to the ex-
tent practicable, give descriptions in suf-
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ficient detail to permit precise identifica-
tion of the designated areas. The Govern-
ment shall assist the Company in ar-
rangements for any necessary resettle-
ment of local inhabitants whose
resettlement from any part of the Con-
tract Area or the Project Areas is neces-
sary and the Company shall pay for the
resettlement and give reasonable com-
pensation for any dwelling, privately
owned lands (including such landowner-
ship based on any Indonesian customs or
customary laws, generally or locally ap-
plicable) or other improvements in exis-
tence on any such parts which are taken
or damaged by the Company in connec-
tion with its activities under this Agree-
ment.

4. Subject to the payments provided
for in Article 13 of this Agreement and
payments and provisions laid down in
generally applicable Central Govern-
ment, Regional Government and Provin-
cial laws and regulations, and without
prejudice to the rights of private parties
and to payments of reasonable compen-
sation as may be customary in the Con-
tract Area, the Company at its own ex-
pense after approval of the Government
may take and use from the Contract Area
such timber (for construction purposes)
soil, stone, sand, gravel, lime, water, and
other products and materials as are nec-
essary for or are to be used by the Enter-
prise. In doing so, the Company shall ob-
serve the existing regulations governing
the exploitation and use of said natural
resources.

5. The Company shalt also have the
right subject to the -approval of the Gov-
emment and in compliance with existing
rules and regu!lations to clear away and
remove such timber

6. The Company may, at its own ex-
pense, also take and use any of such
products and materials from other areas
outside the Contract Area subject to the
rights of other parties, to the approval of
the Government, and to the payment of
such compensation as may be agreed be-
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tween the Company and such other par-
ties or Government and in accordance
with the prevailing laws and regulations.

7. At the request of the Company, the
Government shall co-operate in a joint
endeavour to alleviate any interference
which may arise from others operating
under conflicting rights.

ARTICLE 19

FORCE MAJEURE

1. Any failure by the Government or by
the Company to carry out any of its obli-
gations under this Agreement shall not be
deemed a breach of contract or default if
such failure is caused by force majeure,
that party having taken all appropriate
precaution, due care and reasonable al-
ternative measures with the objectives of
avoiding such failure and of carrying out
its obligations under this Agreement. If
any activity is delayed, curtailed or pre-
vented by force majeure, then anything
in this Agreement to the contrary not-
withstanding, the time for carrying out
the activity thereby affected and the term
of this Agreement specified in Article 31
shall each be extended for a period equal
to the total of the periods during which
Such causes or their effects were opera-
tive, and for such further periods, if any,
as shall be necessary to make good the
time lost as a result of such force ma-
jeure. For the purposes of this Agree-
ment, force majeure shall include among
other things; war, insurrection, civil dis-
turbance, blockade, sabotage, embargo,
strike and other labour conflict, riot, epi-
demic, earthquake, storm, flood, or other
adverse weather conditions, explosion,
fire, lightning, adverse order or direction
of any Government de jure or de facto or
any instrumentality or subdivision
thereof, act of God or the public enemy,
breakdown of machinery having a major
effect on the operation of the Enterprise
and any cause (whether or not of the kind
hereinbefore described) over which the
affected party has no reasonable control

and which is of such a nature as to delay,
curtail or prevent timely action by the
party affected.

2. The Party whose ability to perform
its obligations is affected by force ma-
jeure shall notify as soon as practicable
the other party thereof in writing, stating
the cause, and the parties shall endeavour
to do all reasonable acts and things
within their power to remove such cause;
provided, however, that neither party
shall be obligated to resolve or terminate
any disagreement with third parties, in-
cluding labour disputes, except under
conditions acceptable to it or pursuant to
the final decision of any arbitral, judicial
or statutory agencies having jurisdiction
to finally resolve the disagreement. As to
labour disputes, the Company may re-
quest the Government to co-operate in a
joint endeavour to alleviate any conflict
which may arise.

ARTICLE 20

DEFAULT

1. Subject to the provisions of Article 19
of this Agreement, in the event that the
Company is found to be in default in the
performance of any provision of this
Agreement, the Government, as its rem-
edy under this Agreement, shall give the
Company written notice thereof (which
notice must state that it is pursuant to this
Article) and the Company shall have a
period of a maximum 180 (one hundred
and eighty) days after receipt of such no-
tice to correct such default. The actual
time within which to correct such default
shall be stipulated in the said written no-
tice in each individual case as may be
reasonable under the circumstances con-
sidering the nature of the default. In the
event the Company corrects such default
within such period, this Agreement shall
remain in full force and effect without
prejudice to any future right of the Gov-
emment in respect of any future default.
In the event the Company does not cor-
rect such default within the time stipu-
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lated in the notice, the Government shall
have the right to terminate this Agree-
ment in accordance with the provisions
of Article 22 as the case may be.

2. Notwithstanding the provision of
paragraph 1 of this Article, in the event
the Company shall be found to be in de-
fault in the making of any payment of
money to the Government which the
Company is required to make pursuant to
Article 12 or Article 13, the period
within which the Company must correct
Such default shall be 30 (thirty) days
after the receipt of notice thereof. The
penalty for late payment shall be an in-
terest charge on the amount in default
from the date the payment was due, at
the rate of the New York prime interest
rate in effect at the date of default plus 4
(four percent). This or other penalties
provided for in this Article may not be
taken as deductions in the calculation of
taxable income.

3. The Company shall not be deemed
to be in default in the performance of any
provision of this Agreement conceming
which there is any dispute between the
parties until such time as all disputes
concerning such provision, including any
contention that the Company is in default
in the performance thereof or any dispute
as to whether the Company was provided
a reasonable opportunity to correct a de-
fault, have been settled as provided in
Article 21.

ARTICLE 21

SETTLEMENT OF DISPUTES

1. The Government and the Company
hereby consent to submit to conciliation,
where the Parties wish to seek an amica-
ble settlement by conciliation, or to arbi-
tration, all disputes between the Parties
hereto arising before or after termination
out of this Agreement or the application
thereof or the operations hereunder, in-
cluding contentions that a Party is in de-
fault in the performance of its obliga-
tions, for final settlement. Where the Par-
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ties seek an amicable settlement of a dis-
pute by conciliation, the conciliation
shall take place in accordance with the
UNCITRAL Conciliation Rules con-
tained in resolution 35/52 adopted by the
United Nations General Assembly on 4
December, 1980 and entitled “Concilia-
tion Rules of the United Nations Com-
mission on International Trade Law” as
at present in force. Where the Parties ar-
bitrate, the dispute shall be settled by ar-
bitration in accordance with the UNCIT-
RAL Arbitration Rules contained in res-
olution 31198 adopted by the United
Nations General Assembly on 15 Decem-
ber, 1976 and entitled “Arbitration Rules
of the United Nations Commission on In-
ternational Trade Law” as at present in
force. The foregoing provisions of this
paragraph do not apply to tax matters
which are subject to the jurisdiction of
Majelis Pertimbangan Pajak (The Con-
sultative Board for Taxes). The language
to be used in conciliation and arbitration
proceedings shall, unless the Parties mu-
tually agree otherwise, be the English
language.

2. Before the Government or the
Company institutes an arbitration pro-
ceeding under the UNCITRAL Arbitra-
tion Rules with respect to a particular
dispute, it shall have used its best en-
deavours to take all necessary steps to
exhaust the administrative remedies
available to it under the laws of Indone-
sia with respect to that dispute.

3. Conciliation or Arbitration proceed-
ings conducted pursuant to this Article
shall if appropriate arrangements can be
made be held in Jakarta, Indonesia, un-
less the Parties mutually agree upon an-
other location or unless the aforesaid
rules or the procedures thereunder other-
wise require. The provisions of this Arti-
cle shall continue in force notwithstand-
ing the termination of this Agreement.
An award pursuant to such Arbitration
Proceedings shall be enforceable against
and binding upon the Parties hereto.

ARTICLE 22

TERMINATION

1. At any time during the term of this
Agreement, after having

» used all reasonable diligence in its en-
deavour to conduct its activities under
this Agreement, if in the Company’s
opinion the Enterprise is not workable,
the Company shall consult with the Min-
ister and may thereafter submit a written
notice to terminate this Agreement and to
be relieved of its obligations. Such notice
shall be

= accompanied with all data and informa-
tion of the Company’s activities under
this Agreement which shall include but
not be limited to documents, maps, plans,
worksheets and other technical data and
information. Upon confirmation of ter-
mination by the Minister or within a pe-
riod of 6 (six) months from the date of
the giving of such written notice by the
Company, whichever shall be the earlier,
this Agreement shall automatically termi-
nate and the Company shall be relieved
of its obligations under this Agreement
except as hereinafter specifically pro-
vided in this Article.

2. If termination occurs during the
General Survey or Exploration Periods,
the Company shall have a period of 6
(six) months within which to sell, re-
move or otherwise dispose of its property
in Indonesia and to furnish the Govern-
ment with the information to be turned
over to it in respect of the work which
the Company has performed to the date
of the giving of the aforementioned no-
tice. Any property not so removed or
otherwise disposed of shall become the
property of the Government without any
compensation to the Company.

3. If termination occurs during the
Feasibility Studies Period all property of
the Company, movable and immovable,
located in the Contract Area shall be of-
fered for sale to the Government, which
shall have an option, valid for 30 (thirty)
days from the date of such offer, to buy
all such property at a price equal to the
total original cost to the Company pay-
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able in any currency freely convertible in
Indonesia and through a bank to be
agreed upon by both parties within 90
(ninety) days after acceptance by the
Government of such offer. If the Govern-
ment does not accept such offer within
the said 30 (thirty) day period, the Com-
pany may sell, remove or otherwise dis-
pose of any or all of such property during
a period of 6 (six) months after the expi-
ration of such offer. Any property not so
sold, removed or otherwise disposed of
shall become the property of the Govern-
ment without any compensation to the
Company.

4. If termination occurs during the
Construction Period all property of the
Company, both movable and immovable,
located in the Contract Area shall in the
first instance be offered for sale to the
Government which shall have an option,
valid for 30 (thirty) days from the date of
such offer. to buy all such property at a
price equal to the total original cost to
the Company payable in any currency
freely convertible in Indonesia and
through a bank to be agreed upon by
both parties within 90 ninety) days after
acceptance of the Government of such
offer. If the Government does not accept
such offer within the said 30 (thirty) day
period, the Company may sell, remove or
otherwise dispose of any or all the expi-
ration of such offer.

Any property not so sold, removed or
otherwise disposed of shall become the
property of the Government without any
compensation to the Company.

5. If termination occurs during the
Operating Period or by reason of the ex-
piration of the term of this Agreement,
all property of the Company, both mov-
able and immovable located in the Con-
tract Area shall be offered for sale to the
Government at cost or market value
whichever is the lower, but in no event
lower than the depreciated book value.
The Government shall have an option,
valid for 30 (thirty) days from the date of
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such offer, to buy all such property at the
agreed value payable in any currency
freely convertible in Indonesia and
through a bank to be agreed upon by
both Parties within 90 (ninety) days after
acceptance by the Government of such
offer. If the Government does not accept
such offer within the said 30 (thirty) day
period, the Company may sell, remove or
otherwise dispose of any or all of such
property during a period of 12 (twelve)
months after the expiration of such offer.
Any property not so sold, removed or
otherwise disposed of shall become the
property of the Government without any
compensation to the Company.

6. It is agreed, however, that any
property of the Company in Indonesia,
movable or immovable, as shall at the
termination of this Agreement be in use
for public purpose such as roads, schools
and/or hospitals with their equipment
shall immediately become the property
of the Government without any compen-
sation to the Company; and the Company
shall recognise the items referred to in
paragraph (c) of sub-paragraph 1 of Arti-
cle 24 of Law No. 11, 1967 relating to
safety and the right to excavate, and
paragraphs 3, 4, 5 of Article 46 of Gov-
emment Regulations No. 32 of 1969.

7. All sales, removals or disposals of
Company’s property pursuant to the ter-
mination of this Agreement shall be ef-
fected according to the prevailing laws,
and regulations; any gain or loss from
sale or disposal as relating to the written
down book value shall be determined in
accordance with Article 13 of this Agree-
ment. All values shall be based on gen-
erally accepted accounting principles.

8. Rights and obligations which have
come into effect prior to the termination
of this Agreement and rights and obliga-
tions relating to transfer of currencies
and properties which have not yet been
completed at the time of such termina-
tion shall continue in effect for the time
necessary or appropriate fully to exercise
Such rights and discharge such obliga-

tions. Additionally, the Company shall be
granted the right to transfer abroad all or
any proceeds of sale received under this
Article 22 subject to the requirement of
pararaph 2 of Article 15.

ARTICLE 23

COOPERATION OF THE
PARTIES

1. The Parties to this Agreement agree
that they will at all times use their best
efforts to carry out the provisions of this
Agreement to the end that the Enterprise
may at all times be conducted With effi-
ciency and for the optimum benefit of the
Parties.

2. The Company agrees to plan and
conduct all operations under this Agree-
ment in accordance with the standards
and requirements imposed elsewhere in
this Agreement for the sound and pro-
gressive development of the mining in-
dustry in Indonesia, to give at all times
full consideration to the aspirations and
welfare of the people of the Republic of
Indonesia and to the development of the
Nation, and to cooperate with the Gov-
emment in promoting the growth and de-
velopment of the Indonesian economic
and social structure, and subject to the
provisions of this Agreement, at all times
to comply with the laws and regulations
of Indonesia.

3. At any time during the term of this
Agreement, upon request by either party,
the Government and the Company may
consult with each other:

(a) to determine whether in the
light of all relevant circumstances
the financial or other provisions of
this Agreement need revision in
order to ensure that the Agreement
operates equitably and without
major detriment to the interests of
either Party. Such circumstances
shall include the conditions under
which the mineral production is
carried out such as the size, loca-
tion and overburden of mineral
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deposits, the quality of the mineral,
the market et conditions for the
mineral, the prevailing purchasing
power of money and the terms and
conditions prevailing for compara-
ble minerals ventures. In reaching
agreement on any revision of this
Agreement pursuant to this para-
graph 3 both Parties shall ensure
that no revision of this Agreement
shall prejudice the Company’s abil-
ity to retain financial credibility
abroad and to raise finance by bor-
rowing internationally in a manner
and on terms normal to the mining
industry, and

(b) conceming the progress of the
Enterprise. In this regard, the
Government acknowledges that
without prejudice to the other pro-
visions of this Agreement, the
Company may apply for an exten-
sion of any period or stage referred
to in paragraph 2 of Article 3 and
the Government may in its discre-
tion grant an extension of such pe-
riods) or stage(s).

Such consultation shall be carried out
in a spirit of cooperation with due regard
to the intent and objectives of the respec-
tive Parties. Both Partes desire to realize
the success of the Enterprise for the ben-
efit of the people of the Republic of In-
donesia, the development of the nation.
the growth and development of the eco-
nomic and social

ARTICLE 24

PROMOTION OF NATIONAL
INTEREST

1. In the conduct of its activities under
the Agreement the Company shall con-
sistent with its rights and obligations
elsewhere under this Agreement give
preference to Indonesian consumers’ re-
quirements for its products and the Com-
pany and its Affiliates and sub-contrac-
tors shall in good faith and to the fullest
practicable extent utilize Indonesian
manpower, services and raw materials
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produced from Indonesian sources and
products manufactured in Indonesia to
the extent such services and products are
available on a competitive time, cost and
quality basis, provided that:

(i) in comparing prices of goods pro-
duced or manufactured in Indonesia to
the price of imported goods there shall
be added customs duties, other levies
and expenses incurred up to the time
the imported goods are landed in Indone-
sia.

(ii) in comparing the services avail-
able in Indonesia fifteen percent (15%)
must be added to the charge of the im-
ported services.

2. The Company shall, consistent
with its rights and obligations elsewhere
under this Agreement, process or cause
to be processed, its ores in Indonesia to
the most advanced stage possible subject
to Article 10 paragraph 3 and, in the
event it does not establish its own facili-
ties, shall use existing processing facili-
ties in Indonesia, provided that the
charges, recoveries and services therefor
are economic and competitive.

3. Subject to the provisions hereun-
der, the Company shall ensure that its
shares owned by the Foreign Investor(s)
are offered either for sale or issue firstly,
to the Government, and secondly (if the
Government does not accept this offer
within thirty (30) days of the date of the
offer) to Indonesian nationals or Indones-
ian companies controlled by Indonesian
nationals.

An offer to the Government or In-
donesian nationals or Indonesian compa-
nies controlled by Indonesian nationals
shall be called an offer to the “Indones-
ian Participant” for the purpose of this
Article 24. In the event that the Govern-
ment does not accept an offer pursuant to
this Article, it may supervise the offer to
Indonesian nationals or to Indonesian
companies controlled by Indonesian na-
tionals and the valuation of the shares
pursuant to this Article 24, paragraph 6.

4. The number of shares to be offered
to the Indonesian Participant in each year
following the end of the fourth full cal-
endar year of the Operating Period shall
be the difference between the following
percentages and the percentage of shares
(if less than the following percentages)
already owned by the Indonesian Partici-
pant at the relevant date of offer:

By the end of the 5th year, at least 15%;
By the end of the 6th year, at least 23%;
By the end of the 7th year, at least 30%;
By the end of the 8th year, at least 37%;
By the end of the 9th year, at least 44%;
By the end of the 10th year, at least 51%

All obligations of the Company under
this Article 24, paragraph 4 shall be
deemed to be discharged as soon as not
less than 51 of the total shares issued and
outstanding shall have been offered to
and purchased by the Indonesian Partici-
pant.

The timetable under which shares in
the Company are to be offered to the In-
donesian Participant may be extended
with the approval of the Government.

5. The offer of such shares shall be
made:

(i) Upon terms and conditions rea-
sonably intended to ensure that Such
shares are not thereafter transferred to
non-Indonesians, and

(ii) Within three months from the end
of each calendar year and the Indonesian
Participant shall within a period of three
months from the date of offer, advise the
Company of its intention to exercise its
option to purchase such shares.

6. The price at which shares shall be
offered for sale pursuant to this Article
24, paragraphs 3, 4 and 5 shall be deter-
mined as of the end of the year preceding
that in which the particular offering is to
be made, and shall be the highest of:

(i) The then current replacement cost
of the Company’s investment under this
Agreement being the current replacement
cost of the Company’s investment de-

45



fined as the cumulative amounts ex-
pended by the Company for General Sur-
vey Exploration, feasibility study, devel-
opment and other pre-production costs,
capital expenditure and working capital
adjusted by an appropriate annual
amount necessary to recognize the effect
of inflation computed from the Export
Price Index of Manufactured Goods re-
ported by the United Nations Bulletin of
Statistics, less:

(a) accumulated depreciation and
amortization on the basis of the
useful or economic life of the dif-
ferent investment categories listed
above, adjusted by an appropriate
annual amount necessary to recog-
nize the effect of inflation com-
puted from the Export Price Index
of Manufactured Goods reported
in the United Nations Bulletin of
Statistics, and(b) liabilities as of
the end of the year.

The economic lives for the differ-
ent investment categories for use
in the determination of current re-
placement cost shall be in accor-
dance with generally accepted ac-
counting principles in the interna-
tional mining industry. The
inflation adjustment is to be ap-
plied to the investment listed above
recognising as working capital
subject to inflation adjustment only
that portion represented by tangible
equipment and semi finished or
finished goods, including but not
limited to operating materials and
supplies and spare parts and sale-
able mineral and/or metal invento-
ries. The price per share of shares
offered shall be that price deter-
mined by dividing the current re-
placement cost by the total number
of shares of the Company out-
standing immediately prior to the
offer.

The determination of current replace-
ment cost shall be the subject of agree-
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ment between the Foreign Investor(s)
and the Government. Failing such agree-
ment, current replacement cost shall be
determined by independent valuers to be
appointed as provided for below;

or

(ii) The price at which shares will be
accepted for listing on the Jakarta Stock
Exchange and offered for sale.

The Government and the Company
shall consult with representatives of the
Jakarta Stock Exchange and other finan-
cial experts to determine the price at
which shares should be offered for listing
on the Jakarta Stock Exchange.

or

(iii) The value of the shares (in the
proportion that they bear to the issued
share capital of the Company) based
upon a fair valuation of the Company as
a going concem to be agreed upon be-
tween the Government and the Foreign
Investor(s).

The Company and the Government
agree that the value of the shares based
upon a fair valuation of the Company as
a going concern is to be determined by
assessment of future earnings, dividend
projections and judgement of an appro-
priate rate of return that recognizes the
risk associated with future earnings and
dividends.

In the event that agreement cannot be
reached on the current replacement cost
of the Company’s investment calculated
in the manner set out above or the fair
valuation of the Company as a going
concern calculated in the manner set out
above, then the current replacement cost
of the Company’s investment or the fair
valuation of the Company as a going
concern will be determined by indepen-
dent valuers on the basis that the Foreign
Investor(s) is/are a willing but not anx-
ious seller and as provided below using
the valuation principles set forth above
and in case of a valuation under (ii) or
(iii) above, giving due consideration to
the project investment risk.

Such independent valuers shall con-
sist of one representative of and ap-
pointed by the Government and one rep-
resentative of and appointed by the For-
eign Investor(s). The independent valuers
shall meet as soon as convenient at a mu-
tually agreeable place in Indonesia and
if the members of the independent valu-
ers do not reach agreement within thirty
(30) days after their appointment or such
longer period as the Government and
the Foreign Investor(s) may mutually
agree the representatives shall appoint a
third member of the independent valuers,
who shall be a representative of an inter-
ternationnal recognized Merchant Bank
which is familiar with the intemational
mining industry and not a national of e
Republic of Indonesia or Australia. The
decision of two members of the inde-
pendent valuers shall then be binding
upon the Parties. Failure of the two rep-
resentatives to appoint a third member
of the independent valuers within forty
(40) days of their appointment shall
require the issues to be submitted to arbi-
tration pursuant to Article 1. The Foreign
Investor(s) and the Government shall
each ay the expense of its own represen-
tative and one half of 11 other expenses
of the independent valuers’ proceedings.

7. The Company and the Government
agree that, in view of the Company un-
dertaking this obligation to offer for sale
shares of the Company, the underwriting
fee will be borne by the Company while
the listing and/or brokerage commissions
and fees, if any, incurred in any ensuing
listing and/or sale of such shares shall be
reasonable and not substantially reduce
the proceeds of the sale and shall be
shared equally by buyer and seller.

8. Shares purchased by the Indonesian
Participant shall be paid or in Rupiahs
(convertible at the prevailing exchange
rate in US Dollars applicable at the date
of the payment referred to below) or in
US Dollars. The proceeds of sale may be
transferred abroad in accordance with
Article 15, paragraph 2. Such payment
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shall be made within three (3) months
after the date of acceptance of the offer
referred to in Article 24, paragraph 5
hereinabove.

Upon receipt of payment, the Com-
pany shall cause prompt delivery of the
shares to the Indonesian Participant. In
the case of a sale of shares, as distinct
from an issue, the Company will be re-
ceiving such payment as agent or the
Foreign Investor(s) selling those shares.
The Government will ensure that the
Company can remit the amount of such
payment to the relevant Foreign In-
vestor(s) exempted from Indonesian
taxes and the Government hereby in-
demnifies the Company in respect of any
-such taxes.

9. In the event of an increase in the
share capital of the Company, the In-
donesian shareholders shall be offered
new shares in proportion to their existing
shareholding so as to give them the op-
portunity to maintain their existing pro-
portionate shareholding in the Company.

10. In no event shall shares held by
Indonesians be treated less favorably
than those held by any others.

11. The Government shall be entitled
to appoint directors of the Company in
proportion to the Government sharehold-
ing in the Company.

12. All or any of the rights of the
Government under this Article (including
the right to take up shares in the Com-
pany and the right to appoint directors)
may be exercised with the consent of the
Government by a nominee or nominees
of the Government being a statutory
body or other instrumentality of the Gov-
emment either solely or jointly with the
Government and in accordance with the
terms in this Article, but so that the total
entitlement of the Government and its
nominee or nominees either solely or
jointly shall not exceed that which the
Government would have been allowed
under this Article if ii had exercised
those rights solely.

For the purpose of determining the
number of directors which the Govern-
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ment is entitled to appoint under para-
graph 11, any shareholding of a nominee
of the Government shall be deemed to be
a shareholding of the Government.

ARTICLE 25

REGIONAL CO-OPERATION
INREGARD TO ADDITIONAL
INFRASTRUCTURE

1. The Company will at all times co-op-
erate with the Government in utilizing its
best efforts to plan and co-ordinate its
activities, and proposed future projects
in the Contract Area or the Project Area.
Living accommodation and facilities
and working conditions provided by the
Company for its operations shall be of a
Government standard commensurate
with those of good employers operating
in Indonesia.

2. In relation to the region, the Com-
pany will endeavour to assist in maxi-
mizing the economic and social benefits
generated by the Enterprise in the Con-
tract Area in respect to :

(i) co-ordinating such benefits with
local and regional infrastructure studies
undertaken by the Government together
with any benefits generated by other in-
terested local, foreign and international
public and private entities; and

(ii) assisting and advising the Govern-
ment, when requested, in its planning of
the infrastructure and regional develop-
ment which the Company may deem use-
ful to the Enterprise and to existing and
future industries and activities in the
area of the Enterprise.

3. The Company shall allow the pub-
lic and the Government to use the
Company’s wharf and harbour installa-
tions, air strips, machinery, equipment,
services and facilities ancillary thereto on
such reasonable terms and reasonable
charges as the Company shall impose,
provided, however, that such use shall
not unduly prejudice or interfere with the
Company’s operations hereunder.

4. The Company shall during the
Construction Period and substantially in

accordance with the plans and designs
for the Enterprise as approved by the
Government at its own cost construct
such new roads together with all wamning
devices bridges and crossings as may be

necessary for the purpose of this Agree-
ment.

5. The Company shall allow the pub-
lic and the Government to use free of
charge any roads outside the Mining
Area constructed and/or maintained by
the Company, provided, however, that
such use shall not unduly prejudice or
interfere with the Company’s operations
hereunder and that to avoid- burdening
the Company with excessive mainte-
nance costs the Government and the
Company shall together define what cat-
egories of traffic shall be allowed to use
such roads and to what extent if any
the Govermnment or third parties shall
contribute towards such maintenance
costs.

6. The Company shall maintain and
be responsible for the maintenance of all
roads in the Mining Area.

7. All roads constructed by the Com-
pany outside the Mining Area shall be
public roads for the purposes of the pro-
visions of the traffic laws and regulations
which may from time to time be in force
in Indonesia. To the extent that the plans
and designs for the Enterprise as ap-
proved by the Government so provide
and thereafter from time to time, the
Government will make such special reg-
ulations under the traffic laws as it con-
siders necessary or desirable for the
proper safety of the users of the said
roads.

8. If the Company’s use of the exist-
ing public roads results in or is likely to
result in significant damage or deteriora-
tion, the Company shall pay to the Gov-
emment or other authority having control
over the road the cost (or an equitable
proportion thereof having regard to the
use of such road by others) of preventing

47



or making good such damages or deteri-
oration or of upgrading to a standard nec-
essary having regard to the increased
traffic and in addition the Government or
other authority having control over that
road may require the Company to pay a
maintenance user charge based upon
what is fair and reasonable having regard
to the continuing cost (excluding any
profit to the Government or such other
authority) of operation and the mainte-
nance of that road and the use of that
road by others.

9. The Company shall at its own cost
and in accordance with laws and regula-
tions that may from time to time be in
force in Indonesia, construct and provide
all storage dams, water works, treatment,
transmission and reticulation works
(hereinafter called “the Water Works™)
necessary to supply adequately the needs
of the Enterprise.

10. The Company shall at its own cost
operate and maintain and be responsible
for the maintenance of that part of the
Water Works necessary to supply the En-
terprise from the point where such part
is separated from the rest of the Water
Works. The Company may charge rea-
sonable rates and service charges for the
water supply. If the Government is able
to take over and adequately maintain that
part of the Water Works, the Company
and its employees shall thereafter pay
reasonable rates and service charges for
the water supply.

11. In the event that the Government
is unable to provide adequate telecom-
munications facilities, the Company may
in accordance with rules and regulations
which may from time to time be in
force in Indonesia, install and operate
such telecommunications facilities, pro-
vided that it shall allow the Government
and public to use such facilities on such
reasonable terms and reasonable charges
as the Company shall impose, on the
condition that such use shall not unduly
prejudice or interfere with the
Company’s operations.

48

12. In the event that telecommunica-
tions facilities can be provided by the
Government, the Company shall be
obliged to use the Government’s network
and pay standard charges for telecommu-
nications services.

13. The Company may at its own cost,
in accordance with the laws and regula-
tions which may from time to time be in
force in Indonesia, and subject to Gov-
emnment approval which shall not unrea-
sonably be withheld construct and estab-
lish and develop a camp or permanent
facilities sufficient to service the needs of
the Enterprise.

ARTICLE 26
ENVIRONMENTAL
MANAGEMENT AND
PROTECTION

1. The Company shall, in accordance
with prevailing environmental and natu-
ral preservation laws and regulations of
Indonesia, conduct its operations so as to
control Waste or loss of natural re-
sources, to protect natural resources
against unnecessary damage, and to pre-
vent pollution and contamination of the
Environment, and in general maintain the
health and safety of its employees and
the local community. The Company
shall also be responsible for reasonable
preservation of the natural environment
within which the Company operates and
especially for taking no acts which may
unnecessarily and unreasonably block or
limit the further development of the re-
sources of the area.

2. The Company shall include in the
feasibility study for each mining opera-
tion an Environmental Impact Study to
analyse the potential impact of its opera-
tions on land, water, air, biological re-
sources and human settlements. The en-
vironmental study will also outline mea-
sures which the Company intends to use
to mitigate adverse impacts.

ARTICLE 27

LOCAL BUSINESS
DEVELOPMENT

1. The Company shall to the extent rea-
sonably and economically practicable
having regard to the nature of the partic-
ular goods and services promote, sup-
port, encourage and lend assistance to
Indonesian nationals desirous of estab-
lishing enterprises and businesses pro-
viding goods and services for the Enter-
prise and for the permanent settlement (if
any) constructed by the Company and
the residents thereof, and shall generally
promote, support, encourage and assist
the establishment and operation of local
enterprises in the Mining Area.

2. The Company shall make maxi-
mum use of Indonesian sub-contractors
where services are available from them
at competitive prices and of comparable
standards with those obtainable from
elsewhere, whether inside or outside In-
donesia.

3. Insofar as it is practicable the Com-
pany shall give first preference in its as-
sistance hereunder to landowners in and
other people originating from the area of
the Enterprise.

4. The Company shall, at the com-
mencement of the Feasibility Studies Pe-
riod, appoint for such period as is reason-
ably necessary, a member of its staff who
has had experience within Indonesia of
the establishment, control and day-to-day
running of enterprises controlled and run
by Indonesians and who shall :

(i) identify activities related to the
Enterprise including the provision of
goods and services as described above
which can be carried on by Indonesians
nationals or local enterprises;

(ii) advise and assist Indonesian na-
tionals desirous of carrying on those ac-
tivities or of establishing enterprises to
do the same; and

(iii) implement, or assist in the imple-
mentation of, the Business Development
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Program as hereinafter described on be-
half of the Company.

The staff member appointed for this
purpose shall be a full time employee of
the Company.

The Company shall, in consultation
with the Government prepare a Business
Development Program for the develop-
ment of Indonesian businesses and enter-
prises associated with or incidental to the
Enterprise which shall be submitted to
the Government as part of the
Company’s feasibility study report as de-
scribed in Annex E.

6. The Business Development Pro-
gram will make provision as far as is
practicable for the following:

(i) enterprises involved in the supply
and maintenance of mining equipment
(other than that carried out by the Com-
pany) and the provision of consumable
supplies;

(iii) subcontracting of site preparation,
construction and maintenance of houses,
government buildings, industrial facilities
and other works and buildings and facili-
ties to be established, including concret-
ing, welding, tank constructions, steel
fabrication, plumbing, electrical work and
timberwork;

(iv) enterprises involved in town ser-
vices such as sewerage and garbage col-
lection, treatment and disposal, passen-
ger transport, freight carriage of con-
sumer items and stevedoring (except in
relation to the shipping of the produce of
the mine);

(v) enterprises involved in trade
stores, supermarkets, other retail outlets,
canteens, restaurants, taverns, cinemas,
social clubs, cleaning and laundry, and
vehicle maintenance and repair facilities;

(vi) enterprises involved in the supply
of fresh fruits, vegetables, meat and fish;
and may include provision for other ac-
tivities agreed to by the Company and
the Government.

7. The Business Development Pro-
gram shall also include details of:

(i) the time schedule for its implemen-
tation;

Raw Materials Report Vol 8 No 3

(ii) those additional activities which
could be established by Indonesian na-
tionals;

(iii) those activities in which the Com-
pany intends to commence operating but
which will be transferred to Indonesian
nationals at a later date, on a commercial
basis; and

(iv) any facilities by way of training,
technical or financial assistance which
can be made available to facilitate the
smooth transition of ownership and oper-
ation to Indonesian nationals.

8. The Business Development Pro-
gram shall be reviewed annually by the
Company, in consultation with the Gov-
emment, and may be altered by mutual
consent between the Company and the
Government with a view to securing the
maximum benefit to Indonesian nationals
and local enterprises from the operations
of the Company and the carrying out of
the Enterprise.

9. The Company shall consult from
time to time with representatives of the
Government and fumish the Government
at quarterly intervals with a report con-
cerning the following :

i) the implementation of the training
and manpower aspects of the Business
Development Program;

(ii) the implementation of provisions
relating to local purchasing of supplies;
and

(iii) the implementation of provisions
relating to local business development.

ARTICLE 28

MISCELLANEOUS
PROVISIONS

1. Each of the Parties agrees to execute
and deliver all such further instruments,
and to do and perform all such further
acts and things, as shall be necessary or
convenient to carry out the provisions of
this Agreement.

2. Any notice, request, waiver, con-
sent, approval and other communication
required or permitted under this Agree-
ment shall be in writing and shall be

deemed to have been duly given or made
when it shall be delivered by hand or by
mail, telegram, cable or radiogram, With
postage or transmission charges fully
prepaid, to the Party to which it is re-
quired or permitted to be given or made
at such Party’s address hereinafter speci-
fied, or at such other addresses as such
Party shall have designated by notice to
the Party giving such notice or making
such request:

To the Government addressed to :
The Ministry of Mines and Energy of
the Republic of Indonesia
c/o : Directorate General of Mines
J1. Jenderal Gatot Subroto Kav. 49
Jakarta
INDONESIA

To the Company at its principal office
in Jakarta with one copy by airmail, tele-
gram, telex, cable or radiogram, with
postage or transmission charges fully
prepaid to :

Barisan Minerals Pte Limited
27th Floor, 6 Battery Road,
SINGAPORE

or such other address as the Company

may notify from time to time.

3. The Minister may take any action
or give any consent on behalf of the
Government which may be necessary or
convenient under or in connection with
this Agreement for its better implementa-
tion and any action so taken or consent
so given shall be binding upon the Gov-
emment and any instrumentality or sub-
division hereof.

4. When required by the context of
this Agreement each number (singular or
plural) shall include all numbers and
each gender shall include all genders.
The headings appearing in this Agree-
ment are not to be construed as interpre-
tations of the text or provisions hereof,
but are intended only for convenience of
reference. .

5. The terms of this Agreement consti-
tute the entire agreement between the
Parties hereto and no previous communi-
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cations, representations or agreements
either oral or written between the Parties
hereto with respect to the subject matter
thereof shall vary the terms of this
Agreement.

6. Unless the context otherwise ex-
pressly requires, where reference is
made In this Agreement to the laws
or/and regulations of Indonesia generally
applicable to foreign mining companies
in Indonesia in force from time to time.

7. Where an approval or consent or
concurrence of a Ministry or the Govern-
ment of Indonesia or any sub-division or
instrumentality thereof is required, and
where an application is made by the
Company to the Government of Indone-
sia under this Agreement such approval
or consent will not be unreasonably with-
held or delayed.

ARTICLE 29

ASSIGNMENT

This Agreement may not be transferred
or assigned (including for the purpose of
financing) in whole or in part, without
the prior written consent of the Minister;
provided however that where the Minis-
ter consents to a transfer or assignment,
the Company shall not be relieved from
any of its obligations hereunder except to
the extent that the transferee or assignee
shall assume and in fact perform such
obligations.

The shareholders in the Company
shall not transfer shares in the Company
without the prior written consent of the
Minister which shall not be unreasonably
withheld or delayed; provided that the
written consent of the Minister shall not
be required in the case of:

(a) a transfer of shares pursuant to
Article 24 or;

(b) a transfer by a shareholder of
all or some of its shares to a Sub-
sidiary.
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ARTICLE 30
FINANCING
1. The Company shall have sole respon-
sibility for financing the Enterprise and
shall maintain sufficient capital to carry
out its obligations under this Agreement.
The Company may determine the ex-
tent to which the financing shall be ac-
complished through issuance of shares of
the Company or through borrowings by
the Company, provided that from the
start of the Construction Period the Com-
pany shall endeavour to maintain a ratio
of shareholders capital to third party bor-
rowings so as to guarantee the continuing
solvency of the Company in order to pro-
tect the legitimate interests of the Gov-
emment, the lenders and the sharehold-
ers.

2. Any long term borrowing by the
Company under this Agreement shall be
on such repayment terms and at such ef-
fective rates of interest (including dis-
counts, compensating balances and other
costs of obtaining such borrowings)
which are reasonable and appropriate
for mining companies in circumstances
then prevailing in the international
money markets after complying with ex-
isting procedures for obtaining foreign
loans.

ARTICLE 31

TERM

1. This Agreement shall become effective
on the date set out at the beginning of
this Agreement.

2. Subject to the provisions herein
contained, this Agreement shall continue
in force until the expiration of the last
Operating Period for a Mining Area and
for such additional period if any, for
which this Agreement shall be renewed
or otherwise extended.

3. Notwithstanding paragraph 2 of this
Article, the Government agrees that
within a reasonable period prior to the

expiration of the Operating Period for
any Mining Area it will give sympathetic
consideration to any request by the Com-
pany to extend the Operating Period in
question by the maximum period permit-
ted by law in recognition of the require-
ments for appropriate economic recovery
of Minerals from any such Mining Area.

ARTICLE 32

GOVERNING LAW

1. Except as otherwise expressly pro-
vided herein, this Agreement, its imple-
mentation and operation shall be gov-
emed and construed and interpreted in
accordance with the laws of the Republic
of Indonesia.

2. This Agreement has been drawn up
in both the Indonesian and English lan-
guages and both texts are valid. In the
event of any divergency between the two
texts, however, the English text shall
prevail and shall be considered the offi-
cial text.
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