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PROCUCT 1OW SHARING CONTRACT

i o .. betwesn A

PERLIEAHAAN PIRTAHBANGAN HINYAR IU\I'- CAE HUH| HEGARA

and _ 2 :
KERR=-HcGEE OF IMDONESIA, IMC. (Opmrator],
QUINTANA INDOMESTA LTD.,
SAMEDAN DIL OF INDOMESIA, THL.
WAINOGCO INTERMAT IOMAL, IKC.

T!Hli CoHTRALT, made and entered intn: on this Et"‘ 3

-day of FEBRUARY 198] by and beowsen PERUSARAMN PER-
TAMBANGAN MINYAK DAN GAS BUM| NEGARA, a State Enterprise,
sstabl ished on the besis of Law No. 8/1371 hereinafter
called "SERTAHINA", party of the first part, and KERR-
HeGEE OF IHBOKESIA, WNT. a3 corporaticn orgenized uader the
laws of the State u.f Delaware | U-"i-l-:.'l'ﬂﬂllfl“f'lp a5 to
an sdivided Fifsy pRresnt; QUINTAMA IHDOWESIA, LTOD., l-ur-

poration crganized under the laws of the Cayman 1slands,

as to an undivided twenty-five parcent; SAMEDAN OIL OF IRDOKES (A,

I%C., & tnrp-nn.'llim organi=sd under the lawz of the

Seate of Delaware, U.S.A., a3 to an undivided !'iftnn.
percent; and MAIMOCO INTERNATIONAL, IMC., & corporat|eon
orgenized under the laws of the State ;f Oelaware, U.5.A.,
2% to sn undivided ten parcant, all hereinafter r-nllt:tli'-hr.
‘called (COMTRACTOR), party of the second part, both
hereinafier sometisms reforred t-!.'-ctl'-htr indlvidually 23

the “Perey™” or collectively as the "Parties”.
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WITMESSETH:

WITREAL, ell minesel cil and gas axigzing within the
ratutary mining territory of Indonesie, ase naticonal riches
controlled by the Etate.

HHERE&S, PERTAMINA has an exclusive “huthority to Mine®
for mine-al oil ané gas in gnfl throughout the &Tea dascribed
if E:hi;it =z= and outlined om the map which is Exhibit “B%,
hoth attached hereto ané made a part hereoZ, which area ia
Lersinafter referred to as the "Contrzct Arma®; and

WEEREAS, PERTAMINA wishes to peomols the devalopment ol
«he Contract .P;I'H. and (CONTRRCTOR) desizes =o jein and ESBiSt
PEIFTAMINA in accelarating the exploratica and degtlnguent od
the potential Zesouzces within the Contract Area; and

WEZREAS, (CONTRACTOR) has the fimancial ability, technical
competence and professional skills necessecy +o carry out the
pezroleum Opesetions herssinaftes describec; and

WEEREAS, in accordence with lavw Ma. 4¢ Prp/les0 and Law

s

¥o. 8/1371, cocperative agreements im the form of a Productien

Shazing Contract may be entered into in the sector of oil ané

gas be=wean PERTAMINA and foreign capizal investoIsd
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WOMH . "EZPEFORE, in consideration of the mutusl covenants

hezein copzeined, it is hereby agzeed 23 Zollows:

SECTION I

ECOPE AND DEFIMTITIONS

1. SCOFE
This Centzect is a Production Sharing Contrzect. . In accpr-
dance with the provisions hersin contained, PERTAMINA shall
heve and be responsible for the management of the cpesations
cantenplated hereunder.
(CONTRACTOR) shall be responsible to PERTAMIKA for the
execution of such operations in sccordance with the provi-
sions of this Contract, and iz hereby mppointed and coneti-
tuted the exclusive company %o conduct !'-T_rulr_ll.n Oparations.
(COWTPACTOR] shall provide ell the financial end technicel
assistznce Teguired for such operations. (COWTRACTOR) shail
carsy the risk of Opersating Costs seguired in carrying out
opesetions and shall r.h.:l.-fn:- have z2n ecomomic interest
in the development of the Petroleum deposits inm the Contract
" Area. Such costs thall ba included in Opesating Costs
secsvesable Af provided in Section VI, Except as may othes-
wige be provided in this Contract, in the Accounting Procedure
.nt‘.;r:hld heze=n, or by written agraement of PERTAMIHA,

{CONTFACTOR) will not incur interast sxpenses to finance
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izs gpecazions hereunder. Dusing the tesm of this
cons-act, :he total production achisved in the conduct
of sach ope-ations shall be divided in accordance with

the provisions of Sectien VI hereof.

DEFINITIONS
In *he =axt of thisz Contract, the words and terms defined
in s=eicie 1 of law Mo. 44 Pzp/1lP60 shall have the meaning

in eccordance with such definiticms.

2.1. Cont-act Arems maans the erea within the statutory
mining terzitery of Indonesis covered by the "Authority
tp Mine® which is the subject of this Contzact, which
Centsact Azet iz described and outlined in Exhibits

"A" and “B" attached hersto and made & part aerect.

7.7. verrgleum means minecal oil and ges, hereinafter
f2lled Crude 0il ané Watural Gas 2s defined in Law

Wo. 44 Prp/l960.

i

.3, Czode 0:1 means csude mineral oil, asphale, czokerite
and 211 kinds of hydrocarbons and bitumens, both in
solid and in liguid form, in their matural state oz
phtained f-om Meturzl Gas by condensat.on or extrac-

tiom.

1\
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2.5.

2.6.

. Fatural Gas means all geseous hwd-ocesSons produces

Zrom wells, including wet mineral gas, Acv mine=al
G&5, casinghead gas and residue gas remaining after

the exizaciion of liguid hydrocarbons from wat gas.,

Petroleum Operations mezas all exploration, develop-
ment, sxtraction, producing, transporiation end
mazketing operaticns avthorized or contemnlated

ender this Contract.

rating Costs means exsenditures made and pblisa-

tions incuzrred in cariving out Petroleum Cperations
hereunder determined ip accordance with the accounting

procedure attached heseto and mede & pest heres!,

Fosce Majeosze mearns deleys o defaults in M:!amm::;
under this Contract caused by cirsumstances bevond
the control and without the faul% or neglicence of
(CONTAACTOR) and/or PEFTAMINA that may affect sconom-
icelly or otherwiae ﬂu centineing of cperations under
this Comtract, including but mot restricted to acts
o God or the public enemy, perils of navigation,
fire, hostilities, war (declazed or undeclazed),
blockade, labor discurtances, si=ikes, riots, Insur-
sections, civil commotion, guarantine rest-ictions,

epidemics, storms, earthguakes, OF accidents. ﬁ .
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2.8, Piigczive Date meeans the dekte of the epprovel of
this Cont-act by the Goverrment pf the Republic
of Indonesia ip accordance with the provisions of

the soplicable law.

2.9. Barrel means a guantity eor unit al eil, forty-two
(42) Upited States cellons at the zemsezature of

sixty (60) degrees Pahrenheit.

2.10.Heck Prsgrem means & stitement Itemizing the Perro-
leum Opecations to be carried out in the Contract

Aea &35 set forth in Sestion IV.

2.11. et O ecetin means cost estimates of

21} items ipcluded In the Work ProgZem.

2.12.Foreign Exchange means currency other than that of

the Republie of Indonesie but acceptzble tos PERTAMINA
ar? to the Aepublic of Infonesia and to (CONTRACTOR) .

z.13.Caleader Year or “"Year™ means 2 pe-iod of twelve
(12) months commencing with Januesy 1 and ending
on the following December 31, according to the

~egorian Calendax.

1.34,.Conempes Yaar means a period of twelve (12] consecu-

tive months according teo the Gregarian Calendar
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counted from the Effective Daze of this Contssct

or fzom the anniversary of such Effective Date.

AfFilisted Company or "Affiliate” meens a comoiny

or other emtity that controls, or is contzolled by
& Farzy to this Contract, or a company of other
antity whiszh controls or is cont-olled by & company
or other entity which comtrols a Farty oo this
Contzact, it being understood that contzol shall
mean cwnership by one company or entsity of at least
508 of (&) the woting stock, if the other company
is a corporatiom issuing stock, or (b) the comtmol
cights or interests, if the other entity is not a

corposRtion.

SECTION IX

TERHN
The term of thisz Contract shall be thizey (30] yeess
as from the Effective Date.

If at =he end of the ipitial gix (6) yeers as from
shg Effgciive Date no Petroleun in commercial gquan-
tirigg lg Algrovered in the Contzact Area, this

Contraet shall autsmaticelly tesmingee in its entiraty.

At
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I# pe=-olevm is édiscovered im any pociicn of the
Contrac: Area within the initial six (&) years'
peried, which in the judgment of FIRTAMIMNA and
(CONTREACTOR) ckn be produced commezcielly, based
on considesation of all pertinent operating End
finescial data, then as to that pasticular pn:finn
of the Cont-act Azea development will commence.

1n other poTtions of the Contract Ares exploration
may continue -:-:rn:-u.:'r-r:tl:.r without prejudice to the
provisicns of Sectisn II1 regarding the exclusion

of erecs.

SECTION III

ZXCLUSION CF AAEAS

on o- before the end of the initial two Coptrect
Yeass' pesiod a3 from the Dffective Date, (CONTHACTOR)
gshall surrender twenty-five parcent (25%] of the

priginel Contrect A~ea.

om oz before the end of tha fourth Contoect Yeers,
([CONTRACTOR) shall surcender an adéitipnal ares
egual To twenty-five pecceat [23%] o2 the original

=ata1l Contract ASER.




1.1 om oz befeze the end of the sixth Contract Year
{CONTRACTOR) shall susrender an edditional &Ze: 50
shat the aces retained theraafter shall a0t be ia
ex=ess of thres thousend and twenty-six (2026] sguaze -~
kilometers, or twenty pezcent (20%] of the originel

total Conirect Ares, whichever is less.

1.4 (CONTRACIOR's) cbligetioms to surrender parts of the
original Contsact Ares under the preceding provisions
:hu',‘.'_l not 2poly to any pect of the Contract Azes
corresponding to the susface ares of any fiald in

which Petroleum hes been éiscovered.

1.5 With _:tgl.:ﬂ o the remsining portion of the Conmuract
A=ea last aftar the mandsbery sursender as set farzh
in Subsection 1.3 above, PERTAMIHA and {CONTRACTOR]
shall maintein a rersonable exploration effort. If
in respect of any pect of such resaining portion of
the Cont-act A-ez (CONTRACTOR) does mot during two
(2) comsecutive vears submit an exploration program,
such part nf- the Contrest Area shall be considered

sutomatically sursendeced.

i.6 Upen thirty (50) days' writzen neotice 2 PERTAMTHA
srier =o the end of the sacond Contract Year &nd

prizr to ths end of any succesding Contract Yeas,
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(coRTRACTOR) shall have the rich:t to surzender any
portica of the Contract Azes, and sush portion shall
han be coedited ageinst that portion of the Contract
A-ea which (CONIRACTOR] is next reguired to suzrendes
under the provisions of Subsection 1.1, 1.2 and 1.3

heresf.

(CONTRACTOR) shell advise PERTAMINAG in advance of the
dzte of se-render of the porticn ts be surrendeced.
For the pucpose of such susrenders, (COMTRACTOR]) and
PERTAMINA shell consult with sasch othar regazding the
shape ené size of eech ipdividual pection of the areas
being surzendezed; provided, hoveves, that so far as
seasonably possible, such portion shall each be of
sefficignt size snd convenient shaps £o anable Petzo-

lsum Operzticns to be condusted thareon.’

SECTION IV
HORX PHOGRAM AHD EXFENDITURES
(CONTEACTOR) shall commence Fetzoleum Operations
hereunder not later than six (§) months after the

Effective Date.

The Amount o ba spent by {COWTRACTOR) in conduciing
Zxploration Operations Pursusnt o Lhe LeIms of this

concrarr duzing the fi-sz six (E) Contract YemIs !ﬂ s
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following che Sffective Date shall in the aggregate be not

lass than hereafear specified for sach of these six (6]

Contract Yeers &3 follows:

First Contrac: yeer US Three Million, Five Hundred
Thousand Dollars (US3$3,500,000.00)

Sacond Cont-act Yaar 05 Six Million, Five Hupdred
Thousand Dollars (0556,500,.000.00})

Third Cont-act Year US Four Million, Five Hundred
Thousand Dollars (US5%54,500,000.00)

Fouzth Contzsmct Yeas U5 Ssavan Million, Five Hundrad
Thousand Dollars (0S57,500,000.00)

Fifth Contzact Yaar US Eight Hillion Dollars
{USS5E, J00,000.00)

Sixth Contcact Year U5 Ten Milliom Dollacs
(USS1l0,000,000.00)

If duriang any Comtsect Year (CONTRACTOR) should spand
less then =hs amount of money reguized to be o ex-
pended, an amount eqgual to such under expenditure may,
with PERTAMINA consent, be carried forverd and added

to the mmount to be expended in the fellewing Contract
Year without prejudice to (CONTRACTOR's) rigots-here="
'IJ.TId.Ir. If dusing any Contract Year (CONTRACTOR) should
expend more than the amcunt of money reguised o be so
expended, the excess shall be schtracted from the amcunt
of money o be so expended by (COWNTRACTOR] during the

suscewting Contsecs Years.

.
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At least three (3] months pricr to the besinnling ef
each Calendar Yeas or &t such othe:s time as _nthn:visa
putuslly agreed by the Parties {EEI'.ITRICM]' ghall
prepere and schmit for approval to PERTAMINA & Work
Program and Budget of Operating Costs for the Contlact
Aren setting Sorsh the Petroleus Operstions which
(CONTRACTOR) proposes to carry out during the ensulsg

Calender Year.

Should FPERTAMINA wish =o prﬁpcuu & revision &5 &
certain specific features of seid Work Poogram and
Budget of Cperatiang Costs, it shall within thirzy {39)
days afser receipt therecf so notify {CORTRACTOR) ,
l;m-:i.‘.'fi:n.g in reasoneble details its reasoes *.-.:u::!?n.
Frosptly thecealtez, the Parties will mest and endezvor
to agres on the revisions proposed by FERTRMIMA. In
&ny event, mny pertlon of the Work Foogzam &s =0 which
PERTAMINA hes mot p:'n;.pcl.ed a revision shall insofer A

as possible be cerzied out as prescribed herein. -

it is recognized by the Parties that the details of
a Work Progsam may reguize changes in the hl‘.ght of
axigting circumstances and nothing herein contained
shall limit the =ight of (CONTRACTOR] to make such

changes, provided thev de not chance the general

T
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ctieetive of the Work Program, nor incresse the ex-

senditures in the 2pproved Budget of Opergting Costs. LR

=t is further recognized that in the event of emergency
or extraordinary circuwsstances reguiring immediate
action, aither Parsy may teke all actions it deams
sroper or adviszhle to protect thelr interests and
those of their Tespective employees and any costs s0

incuz-ed shall be included in the Operating Costs.

PERTAMINA agzaes that the spproval of a proposed Werk
Progrem and Budget of Cpereting Costs will not be
unrersonehly withheld.

SECTION V¥

RIGATS AND OBLIGATIONS OF THE PARTIES

St-jest to the provisions of paragzazhs (2D, ig) and

{h} of subsection 1.2.of this Section W:

(CORTZACTOR) shall:

(a) advance all necessary funds and purchase or lease
£}] marsrial, eguipment and supplies requized to
be purchesed or lezsed with Foreign Exchange
sursuant to the Work Program;

(5} furnish all technical aid, including foreign ,ﬁ

®
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(e}

pecscanel ; requiresd for the periormence of the |
ek Program, payment wherssf reguires Foreign :

Exchange;

#u=nish such other funds for the pe-formance of

the Work Program that reguizes payment in Foreign
Exchenge, including payment to foreign third parties
who perferm services as a contractor;

be responsible for the prepezation and executien
©f the Work Program, which shall be implemanted in
a werkmenlike manner and by sppropriste scisntific
metaeds, snd (CONTEACTOR) shall cake the necessesy
srecautions for protection of navigation and figh-
ing and shall prevant extensiva pollution of the
seg or rivers. It is also undarstood that tha'
exscotion of the Work Prog-en shell be exercised

so a3 not to conflict with Government obligations
imposed on the Government by International Law;
retaln control to all leased prepersy peid far with
Fozeign Exchapge anéd broucht into Im.hnll.‘.z, and be
entitled =o freely remove seme thersizom;

have the right to sell, assign, transfer, convey O
orherwise dispose of 2ll its rights and interests
under this Coptzact to any ASFfiliated Compeny With

the prior writien conseht of PEATAMINA, whnieh comsent

"%‘

ghall not be unreascnably with held;
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have the right to sell, assign, t-ensfer, convey

or ctherwise dispose of any pert of its rights and
inte-ests under this Contrac:t to parties other than
AIfiliated Companies with the prior wroitten consent
of PERTAMINA which consent shell not be unressonably
with held;

heve the Tight to sell, assign, Transfer, convey or
otherwise dispose of all of i:ts rights and intecasts
under this Contract to partiss other zhan Affiliaced
Companies with the prier written consent of PERTAMINR
and the Govesrnment of the Republic of Indonesia;
wnich consent shell not be unresscnably with held;
heve the right of ingress to> end egress from the
Contract Area &hd <5 &nd from fecilitiss vherever
located at all times; )

have the sight to use znd heve acsess *5, ard PER-
TAMIHE shall furnish all geclogicel, geophvsical,
éxilling, well, productiom and other informetion
held by PERTAMINA or by any other goveramental
agency or enterprise, ralating to the Contract Ares
including well location maps:

have the cight to use and have ecsess 4o, and PER-
TAMINA shall make available, so far as possible

&ll geological, gesphvsical, drilling, vell, pro=

éuction and other informetion now or in the future :

J"n s
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held by it or by anv othes govermmental agency

or entesprise relating to the areas adjecent 3
the Contzact Afea.

submit to PERTAMINA copies of sll such originel
geologicel, geophysical, dzilling, well, pZocsciicn
and other data end reports as it may compile during
the tar=s harsol:

prepars and carsy eut plans end programs for
indostzial tzaining and educaiional of Indonesians
for all job classifications with respect to cpaza-
tions contemplated hersundeX:

have ths =ight during the term hereof to freely
lif=, dispose of and export its share of Petoo-
leum ané retain abroad the procesds obtained
thezefrom; I '

gppoint an suthorized representative for Indonesis
with respect to this Cortrses, whe shall have an
cffice in Jakarta;

after commercizl sroducticn commences, fulfill its
obligation towazds the supply of the domeszic macket
in Indonesia. (CONTRACTOR) 2gress to sell and
Selives to PERTAMINA a portion of the share of the
C-ude 041 to which it iz entitled pursuant to sud-
section 1.3 of Section VI celculated for eaca

Calander Year as fpllows:
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(L) meleiply the total guantity of Coude 0Ll
prodoced from the Contract Area by & fraction
the numerator of which is the total guamtisy
of Crude Oil to be supplied and the dencmi-
netor is the enti-s Indonesien production
of Crude 04l ol 2l! petsoleum companies;

(&) compute twenty-five percent (25%] of the
total guantity of Crude OL1 produced from
the Contract Area;

{iii)  moleiply the lowes:t guantity computed githes

' under (i} oz [ii) by 34.0809W.

The guantity of Crude Oil computed under (iii) shell

::-.-.-a the mawimom guantity to 5e supplied by (COMTRRCTOR)

in any Calendar Year pursuant to this paragragh;

the price at which such Crude 0il shall be delivered

and sold hereundes shall be 10 U5 ceats per Barrel

f.o.b. point -l:a! export. (CONTRACTOR) shall not be

cbligated to t-ansport such Crude 0Ll beyond the

point of export but upon sesguest [mm1 shall
assist in arrasging tssnsportation and such assistance
shall be without cost or risk to (COMTRACTOR).

Mot withstanding the foregoing, for 2 period of five

{3} consecutive Calendar Years stacting with the

calendar ¥ear of the first delivesy of Crude 0Ll

produced and saved fzom each new field in the _ﬁ .
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Contract Area, the fee per Barcel for the prorata
guaptity of Crude Oil supplied to the domestic
ma~ket from each such new Zield shall be egual to
<he price determined in aesoréance with Section VI
herecf Zor Crode Qil from such fieid taken for the
secovesy of Operating Costs. The proceeds in excess
of twenry (20} Onited Statss cents per Berrzel shall
prefesebly be used to essist Iinencing of comtinued
exploration effcrts h]l {CONTRACTOR) i:n *ha Con=cact
Area or in other aress of the Republic of Indonesia
if such opportunity exists. In case no such oppoz-
tunity can be demonstozted to exist in accordance
with gocd pil field practice; (CORTRACTOR) shall be
ﬂzre- to use such proceeds 2t its own discretion;
giva preference to soch goods and services wWhich
ere produced in Indcnesia o rendered by Indoniesikhn
naticnals, prl-widad such goods and gervices are
ofiered at egually sdventagecus conditions with
segerd to quelity, price, eweilability at the Time
and in the gquaniities reguized;

pay to the Government of the Republic of Indonesia
the Indonesian Corporats Tex &nd the tax on Interest.
Dividend and Rovalty imposed on it pursuant ©o the
Indonesian Tex Laws.

|[COMTRACTOR) shall comply with the -eguizemsnts of

L,'.ﬂ-_
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ths law in particular with respezt te the Zlling
af recurns, assesgment of tex and keeping and

showing of beoks and recards.

1.3 PERTAMINA shell:

(2]

()

have and be responsible for the management of the
operations contempleted hereunder; howeves, PERTAMTHA
ghell assist and consult with (CONTRACTOR) with a
view to the fact thet (CONTRACTOR] is zesponsible
for the Wozk Frogram;

except with Tespect to (CONTRACTOR's) obligation to
pay Indonesian Corporete Tax and the tax on Intereskt,

Dividend &nd Royalcy as sat “sreh st Subsection 1.2

{s) of this Section V,; &ssume &nd discharge othar

“ndonesies taxes of (CONTEACTOR) including t-ansier
tax, import and expor: duties on metexials, eguip-
ment and supplies brought into Indonesia by {=-
TRACTOR), its contractors and subconiractors;
exacticn in respect of property, capital, net worth,
ocpearitions, remittances oI sransactions insluding
any tax o= levy on of in connectlon with opezations
performed hereunder by (CONTRACTOR). PERTAMINA
shall mot be cbliged to pay {CONTRACTOR'=) Indone-
sian Corporate Tax and the tax on Intezest, Dividend

end Royaley, nor taxes on tobaccos, ligues and J?'r
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pargonnel income tax; and Cozporate Tax and other
taxes not listed above of contractors end sub-
contrecters. The cbligations of PERTAMINA hereunde—
thall be deemed to have been complied with by the
delivary to [CONTBACTOR) within ons hundres and
twenty (120} deys eiter the end of sach Calepdsr
Year, of documentary proof in accordence with the
Indonesien figcal lawg that liability for the above
mentioned taxes has besn satisfied, except that
with zespect to eny of such licbilities which
(CORTRACTOR) may be ctliged to pay dicectly. PER-
TAMINA shall reimbursa it only out of its shasze of
prodoction hereunder within sixty (60) deys sltes
-recr_i..?t of inveoice thezefpre. PERTAMINR shovld be
consulted prior to payment ol soch taxes by {(CON-
TREACTOR) or by any cther parsy on (CONTRACTOR's)
behelf. .

(e} etheswise assist 2ad expedite (CONTRACTOR'S} exesu-
tion of the Work Program by providing facilities,
supplies and parscnnal including, but npot limited
to, supplying or otheswvise miking available ell
necessary visas, work permits, transpartation,
security proteciion and zichis of way and easemants

&3 =ay be -eguestec by [(CONTRACTOR] &nd made

7
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available frem the ressusces under PISTAMINR's
centrel. In the event such fecilities, scpplies
or personnél AXé DOt readily aveileble, then
PESTAMIKA ghal]l promotly secure the use of such
fpcilities, supplies and personnel from altecoative
sogrces. Expenses thus incurred by PERTAMINA At
[COMTRACTOR's) recuest shall be reimbursed to
PERTAMINA by (CONTRACTOR) 2né included in the
Operating Costs. Such reimbursements will be mada
in United States Dollass computed at the rate of
exchange extended by the Indcnesian GOVernaent to
Fetroleum Companies at the time of conversion.
[CONTRACTOR) shall advance +to PERTAMINA bafore the
besianing of each snousl Work Progzas & Mw
apoun: of seventy-Zive thousand U.5. Dollass
{US575,000.00) for the porpose of enabling PEATAMINA
to mest wFilh expanditures lncurred pursuant to
thizs paragzaph (). I a2t eoyv time during the
ennuel Work Program period, the minimom amount
sévanced under this paragzaph (c) hes been fully
expanded, separate adéitional advance payment &3
may ba necessary to provide ‘oz rupieh expenses
estimzted to be ipcurzed by PERTAMINA durinc the
balance of such annual Wozk Progzem pervicd will

be made. If any amount advanced hereunder 1S not ,d;?

.,
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expanded by PERTAMIAAR by the end of an annuel Wock
Program pazicd, such unaxpanded emount shell be
credized against the minimpm amount to be acvanced
pursuant o this paragTeph (¢) for the socceeding
ennual Wozk Program period;

(4) ensure that et egll tioes during the term heseof
sufficient rvpizh funds shall be aveilable to cover
the rupizh sxpenditure n“-“'“r for the saxecution
of the Work Program;

(e} have title to all orielinel dsce -esalcing frem the
Per-oleus Operaticns including bus not limitsd to
ceologicel, geophysical, petrophysical, engineering,

, well logs and completion, status Teports and any
other datz as [COWTRACIOR) may compile during the
term hersof; provided, however, thet all such data
shall not be disclosed to thiod perties without
inforaing {El:-ll'.l"ﬂlf_':ﬂll and giving (CONTRACTOR) the
cppertunity to discuss the diselasere of such data
if [{CONTRACTOR} so desires and further provided
that (COMTRACTOR) may retain copies of such data;

(£} %o the extent that it does not interfers with
[CONTRACTOR's) performance of the Petroleum Opera=
<iong, use the egquipment which becomes its prOperty
Sy vi=tues of this Contsact solely Zor the Peizocleum

dgparazions snvisaged unde:r this Contract and iz ﬁ
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PERTAMTHA wishes to use such eguipment for any
aliternative purpose, then PERTAMTHA shall first

consals (CONTRACTOR) ;

SICTIM VI

RECOVERY OF OPFERATIUG COSTS AND EANDLIRG OF FRODUCTION

CRUDE OIL:

1.1.

(CORTRACTOR) is authorized by PERTAMINA and abligated to
market &)1 C-uds 0Ll produced gnd seved Z-om the Contvect

Area subject to the provisions hereinaftsr get forth.

[CORTRACTOR) will recowver sll Opereting Costs out of the
sales procesds or other disposition of the requized guantity
gf Crude 041 egual in welue Lo such Opesating Coss Hhir:;i is
sroduced anéd saved hereundes and not used in Petreleam
Operations. Except :s-pmvideﬂ in paragrephs (d] and (e)
of Subsection 1.1 Section VII, (CONTRACTOR) shall be entitled
to take and receive and 1-1---13 axport such Crude 0il., For
surnoses of determining the guanrity of Crude Oil delivered
to (CONTBACTOR) reguires to recover said Operating Costs,
the weighted average price of all Crude Qil produced and
sold from the Contzact Area during the Celendar Year will

be used, excluding however deliveries made pursuamt o

Sobsecticn 1.2 paragraph (7) of Section ¥w. If, in any j} .




1'. 5‘1

1.8.
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Czlender Tear, the Operating Costs excesl the valee of the
C=ude 0Ll profuced end saved hereunder ant not used in
Petrolemm Cperations, then the unresovesed excess shall be

secovared in succesding years.

. Of the Crude 0il remaining aftsr deducting Operating Costs,

FEETAMINA shall be entitled to take zpé zeceive 63.0091%

grd (CONTRACTOR) shall be eatitled to take and ceceive
34.0909N.
. Title =o (CONTRACTOR's) portion of Coude 0Ll under sub-

se=tion 1.3 of this Section VI as well a&s to such portion
ef crude 0il exported and socld to recoves Operatipg Costs

shell pass %o {Cmﬂ at the point of export, or; in

ehe chse of oil delivered to FEATAMTNA pUIsuant to sub-

seezicn 1.2 pezagreph (p) of Sectiem V ef othezwise, &t

the point of delivery.

(COMTEACTOR] will use its best reascnable effares to
me-ke: the Crode 0il to the extent mackess are available.
Either Perty shall be entitled to take end zeceive thair

respective portion in kind.

12 PERTAMTMA elects to take asy of its portion of Crude
0il in kiné, it shall so advise (CONTZACTOR) in writing
not less than ninety (%0) days priesr %o zhe commencenent

a? each femeEzac of sach Calenda: Teas gpecifving the

Y
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guantity which it elects to take in kimd, such notice <o

be afZective for the ensuing semester of each Celendar Yees
{provided, howsves, that such election shall not intecfecse
with the proper performance of any Crude 0il sales agreenent
fo petroleumm provided within the Contract ATez which
(CONTRACTOR] has executed pricr to the notice of such
elestior). Feilure to give such notice shall be conclusively
desmed to evidence the eleciion mot to take in kind. Any
gale of PERTAMINA's portion of Crude ©il shall not be for

& te=m of more than one Calendar Year without PERTAMINA's

consent.

. Hetwizhetanding anvthing to tha contrary elsevhers contained

in this Contrect, (CORTRACTOR) may Tecover &n investment
eoedit l.lt.llm‘.'.im; ts 208 of the eapizal investment cosi -
gizgezly zequired for develcping Coude OIL pi:uductiun
dmrilitles out of deduction £zom gress production before
recovering Opersting Cost, in the earliest production Yeer
befo-e tax deduction (to be paid in sdvance in such pre-
dustion Year), provided that for the development P“Ijlﬂt
concezhed the guantity of Crude 0il to which PERTAMINA is
entitled pursuant to Subsection 1.3 of this Section VI
togezhes with fifty-six percent (56%) of the guantity to
which (CONTRACTOR] is entitled pursuant to the said Sub-

secTign reprasents not less then forty=-nine pezcent [43%) ﬁ

a ‘.-r\
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&f cumulesive production over the project life periocd.
mnig incentive may 2lso be aprlied to new secondary
secovery projects but is mot appliceble to “interim
production schemes™ or further investments to exhance
production and resesvols drpinege within the primary

p-oduczion phase.

HATURAL GhS:

-

Any Natuzal Ges produced IZozm the Contzacs Arez to the
sxtent not used in Petseleum Opersticns hereunder, may

ne flared if the processing and wtlllization thezeof 1o
not esopomicel. Such flazing shall be pe—mitted to the
sxcans that gae is not reguized wo effecsuate the maximem
acoromic Tecovery of Fetroleum by secondacy Iecovery

pparaztiens, including repressuring and recycling.

Should PERTAMINA and (CONTRACTOR) consider that the
processing and utili:.utiu.n af Maturel Gas is economicel
and choose to participate in the processing and utili-
=stieon theareof, in addizion to thet used in sacondary
recovery ooerations, then the construction and instal-
lgﬁm of facili=img for such processing and wtilization
shall be cas-ied out pursulant to &R approved Work Progres.

i+ is hereby agreed thet all costs and Tevenues derived jl'
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from such processing, utilization end s&le of Hatursl

Gas shall be treated on & basis eguivelent to that provided
for hecein concerning Petroleum Operatiops and disposition
of Crude Dil, except of the Natural Gas, or the propane
ané butane fractions extractes froa Naturzal Gas but nos H

spiked im Crude COLl, remaining after deducting Operating

Costs associated with the Heteoel Gas operations as sti-
pulated in Exhibit €, PERTAMINA shell be entitled to take
end receive J1.8182% &nd (CONTRACTOR) shall be entitled

o tike and receiwve G68.1818%.

Tn the evesn:, however, [(CONTERCTOR) corsidecs thet the

srocessing end utilizaticon of Hatorel Ges is not econocm—
icel, then PERTAMIHA ®a¥ choose to take and utilize such
Hatusal Gas that would otheswise be flared, .111 [=-F 32 o-.:[
tkking and hendling to be for the sole account and risks

o PEITRAMTHA.

SECTION YII

VALUATION OF CRUDE QlL

Coude 0il sold to third parties shell be valoed as

Ipdlons:

FOO1104




- 0 -

(2) A1l Crude 0il taken by (CONTRACTOR) imcluding its share
and the share for the recovery of Opesating Costs, and
sold eo thisd parties shall be velued a2t the net Tealized
price f£.0.b5. Indonesia received by (CONTAACTOR] for such
Crude QLl.

(bl All of FEAT 's Crude 041 tsken by (COMTBACTOR) and
sold to third parties skall be valued 2t the net realized
price £.0.b. Indenesia received by (CONTRACTOR) for such
Czude 041,

{c) PERTAMTHA shell ba duly advised before ths sales ceferred
%0 in parecsaphs (a) and (b)) of this Subsection &-e mads.

(d}) Subject %o any existing Crude Oil sales sgresment, if
4 more Zavorable net cealized price i= availsghles to
PERTAMINA for the Cruce 0il refecced to in paragriphs
f2) end (b} of this Subsection, sxcept (CONTRACTOR's)
shaze of Crude 0il, then PFERTAMINA shall zc advise
(CONTRACTOR] in w:limg not less than ninety (50} days
prior to the commencement of the deliveries under
PERTAMINA's proposed sales contract. Forty-five (43)
days prier to the start of such deliveries, (CONTRACTOR)
shall notify PERTAMINA regarding {CONTRACTOR's) inten-
tisn to meet the more fevorable met reslized price in
Felation to the quantity and period of delivery con-

cerned In s&id proposed sales contract. In the abhsence ﬂ
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@2 such notiece, PERTAMINA shall meske: said Coude 041,
PIZTAMINA's marketing of such Crude 041 as refesred to
in peragzaph (&) of this Schsection shall continue u-ntil
Jorzy=£five (45) deys afrer PERTAMIMA's net reslized

rice on said Crude Dil becomes less Zavorzble. [CON-
TRACTOR's) obligetion to mazket said Crude 04l shzll nes
erply until alfter PERTRMTEA has given (CONTRACTOR) a:
leagy forty-five (45) days advence notice of its desire
to discontinue such sales. As long as PERTAMINA is
mazketing the Crude 011 refec-ed to shove, it shall
eccount to [CORTRACTOR), om the besis of the more
favorable net realizasd price.
Wothout prejudice to any of the provisions of Section VI
and s-;-::inn ¥II, (CONTRACTOR) may at its optior transfer
to PERTAMINA during any Calender Year the right to mazkes
amy Crtds O0il which is in excess of [CONTEACTCR's) normal
and contractual reguirements provided that the price is
not less than the net reslized price frem the Centsact
Asx. PERTAMINA's regues: staiing the guantity and
expected loading date must be submitied in writing at
least thirty (30] days prior to lifting said Czude 04l
Such lifting must not interfere wizh [CONTRACTOR'Ss)
scheduled tanker movements. FERTAMINA shall account

to (CONIPACTOR! in respect of any sale made by it

hessunde:. ﬁ g

.
A~
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PERTAMINA shall heve the option, Zn eny Year inm whick
the guantity of Pet-oleum to which it is entitled
pursuant to Subsecticz 1.3. of Sestion VI hereod is
less then 508 of the totel produsticm by 90 days’
writtan motice in edvance of thet Yesr, to ma~ket for
the account of CONTRACTOR, 2t the poice provided Sor
in Section VII heceof for the recovesy of Operating
Costs, & guanitity of Petroleun which tegether withk
FPERTAMINA s entitlement under Subsectiom 1.3. of
Ssction VI -ﬁ'ut:l.s fisty percent of tha total peicoleum

produced and saved Irce the Contzac: Ased.

1.2. C-ode 0il sold to other then third pacties shall be valuad

as follows:

{a}

(F-1]

by vsing the weighted average pe- unit price recelved
by (CONTRRCTOR) and PERTAMIHA from szles to thiza
parties axcluding, hovevar, commissfions and brokarages
poid in relation to such third perty sales ducing the
three (3} months preceding such sels adjusted as neces-
sary for guality, grade and gravity:

if no such thirzd pasty sales heve been made during such
period of tims, then on the basis used to value Indone-
sian Crude 011 of gimila- guality, crade and gravaty
and taking into consideration any special circumstances

with respect =o sales of such Indonesisn Crude Oil.

IEIL .
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. Thi=d pacty stles refsrred to in this Section VII shall

mean sales by [CONTRACTOR) to purchesers independent of
[CONTRACTOR), that is purchasers with whom (2t the time
the sele i5 made) (CONTRACTOR) hes no concrazciual interest

involving directly or indirectly eny joint intezest.

Commissions or brokerages incurred in connection with skles
to thi=d perties, Lf any, shall not exceed the customary

gnd prevailing rate.

puring env civen Calendar Yeas,. the handling of producticn
{i.e. the izplementaztion of the provisions of Sectiom VI
herscZ) ané the proceeds thezeof shall be provisionally
deals with on the basis of ths relevant Work Program and
Budoes ci"n_:w.:u_i.nq Costs, besed upon estimates of quan-
tities of Ser-oleum to be profuced, of intasnel consumption
in Indcmesia, of mecketing possibilities, of prices and
cther sels conditions as well ag of any cthes ralevant
fres=or. Within thirty (30) days aftes the end of said
given wyea=, adjustments and cash settlements between the
Parties shall be made on the basis of the 2ctual guentities,
emounts 2nd prices involved, in ordes to comaly with the

provisions of this Contraect.

. Tn the svent the Petroleum Operations inmvolve the segregas

tion of C-ude Dils of different gualizy and/for grade snd

FOO1108
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Lif the Parties do not otherwise mutually agres:
{e) any and 21l previsions of this Contract concerning
evaluation of Crude Qil shazll separately apply to
wach seagregated Crude 0il;
(5} each Crude 0il produced and secreckzed in 2 given
Yeer shell contoibute tor
ii) the "required guantity™ destined in such Yeer
to the recovery of ell Operating Costs sursuent
to Seccion VI, Subsection 1.2 hereof:
(ii) the "reguired guantity” of Crude Oil to which
a Pacty is entitled in such Yeer pursuss: to
Section VI, Subsection 1.3 heseof;
'I!.LH-I the "reguired guentiiy®™ of Cruds 0ll which
. {CONTRACTOR)} acress to sell and deliver i
such Yeez for dommstic consumption im Indonesia
pursuant to paragraph (p) of Subseetion 1.2 of
Section W hle.renl:.. out of the I:ha:‘e of Coude 04l
to which it is entitled peosuant to Section VI,
Babsection 1.3; .
with guanticies, each of which shall bear to the
Tespective "required cuantizy” (zeferzed to in (i) oz
{ii) er {iii) above) the same proportion as the guantity
of such Crude Oil produced and segregited im such given
Yeal bears to the total guantity of Crude Dil produced {ﬁ

in such ¥Year Zrom the Contract R-ea.
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SECTION VIII

COMPENSATION AND PRODOCTION BORUS

1.1 (COMTRACTOR) s_ha_'!._'l, pay to FERTAMTNA as compensition for
information now hald by PERTAMINA the zum of Ope Millieon,
Five Mundred Thousand U.5. Dollars (D551,500,000.00), ester
apsreval of this Contract by the Goverament of the Republic
of Indopesia in accordance with the provicions ut-applitahle
law. Such payment shall be due thirty (30) days after
PERTAMINA fucnishes to (CONTRACTCR) an suthenticated copy

of such agz=oval.

1.2 (COMTRACTOR] shall pay to PERTAMINA the sum of Five Million
U.5. Dbollars (OS55,000,000.00) ninety (%0) days eiter the
eni of the Zirst Calsader Yeer iz which the value of (COW-
TRACTOR's) poertion of tha Cruds 0il pmdw-ldll.ad saved and
not used Lin Petroleun Operations exceeds zecovermble costs

and (COMTRACTOR's) income taxes paid and due.

|=r
bt

(COMTRACTOR) shall pay to PERTAMINA the sum of Two Milliom,
Five Hundred Thousand U.5. Dollars (US§3,500,000.00) aiter
daily production from the Contract Ared averages twenty-fIve
theusand Bescels per dsy for & perisd of one hundred and
twenty (120} consecutive davs; and (CONTRACTOR) shell pey
to PERTAMINA the sum of Five Million U.5. Dellars

(US$5,000,000.00) atter daily prodvciion fzom the Contzact (A

-,‘}
™
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Azes svesages Iifty thousend Ber-els per dav for e pe=ind
@2 one hundzed and twemty (120) consecutive days; and
(CONTRACTOR) shall pay &o PERTAMTMA the sum of Five Million
U.5. Dollazs (USS55,000,000.00) efter deily production Zrom
the Contrect Ares pversges seventy-five thansand Berrals
per day for 2 period of one hundred and twenty (120} con~
secutive days; and (CONTRACTOR) shell pay to PERTAMINA the
gum of Fousteen Million U.5. Dollars (GSS$14, 000, 000.00)
Bfter daily ;rndu:ti:;n from the Contract Area aversces

cne hundred thousand Barrels per day for 2 pericd of one
hundred and twenty (120) consecutive days.

Such compensation and production bonus payments shall ba
sclely borne by (CONTRACTOR) and mot imeluded in the

Doaszatling Costs.

SECTION 2IX
PAYMENTS

Rll payments which this Centract chligates :cmﬂmm:r'
to make to PERTAMINA or the Governmeat of the Republic
e Indenesia shall be made in 0.5. dollars currency

2t 2 bank to be designated by each of them and agreed
uFon by the Sank of Indonesia or, at (CONTRACTOR'S)

slection, other cursency acceptable o them, axcept that 4 -
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(CONTRACTOR) may meke such payments in Indonesien rupishs

to the extent t such currencies are Te2lizsd £3 a resel:
of the domestic sale of Crade DIl or Natosal Gas Or Petro-
leun products, if any. All such paysants ghall be tranglated
gt the saie eppliceble to 2ll petzoleun compenies carzying

on business in Infonesia.

All paymentg dye to (CONTRACIOR) shall be made in United i
States Dollars or at FERTAMINA 't electios, other currencies
aczeptable to [CONTRACTOR) &t a bank to be designatad by

[COWTAACTOR) .

Exzept &3 mav be otherwise specifically provided for herein,
&ny payments reguired to be mede porsuant to this Contract
shall be made within thirty (30) days following the end

of the month in which the cbligation to mike such payments

OCSurs.

SECTION X
TITLE TO EQUIPMENT

Eguipment purchased by (CONTRACTOR] puersuent =o the Work
Program becomes the property of PERTAMINA (in cese of
imsost, when landed at the Indonesian ports of import)

and will be used in Petroleum Operations hareunder. ﬁ ;

-;3‘-
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The provisioms of Subsection 1.1 of this Bection X sghall
not epply to leased eguipmens belonging to foreign thirg
pesties who perform services &s a contractor which elisment

mey be freely exported from Indonesia.

SECTION X1
CONSULTATION AXD AESITAATION

FPeriedically, PERTAMINA and (CONTRACTOR) shall meet =o
giscuss the conduct of the Petroleum Ozeraticns envisaged
ender thiz Contract and will maks evesy eflfort to settle

anicesly any problem erising thecefrom.

Disputes,” if any, acisine between PENCAMTHA and {cmqm.-.l
seleting to this Conicmct or tae interpretation and per-
formence ©f any of the clauses of this Eu-ntrl.u:t. and which
cannot be settled amicebly, shell be submitted to the
decision of erhitration.

PERTAMINA on the one hand and (CONTRACTOR) on the othes
hand shell each appoint one arbitrator and so advise the
giner Party and these two arbitrators will appoint a third.
It eithex Party fails to eppoint an azhbitrator within
thizty (30} days efter ceceipt of o weietan reguast to do
55, such erbitrator shsll, at the reguest of the other

FEzty, if the Parties 46 not othervise agzes, be appointed ﬁ

U
i
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5¢ tha President of tha Intecnationi]l Chamber =F E:In'u“-::n.
If the fi-sr two arblitrators eppointed ez gforesaid fail
ts agree on & third within thi-ty (30) days following the
eppointment of the pecond ecbitrator, the thizd arbitrater
ehall, Lf the Parties do not otheswise sgree, be eooointed,
&t the request of either Perty, by the President of the
Internstional Chamber of Commerce. If an acsbhbitretor feiis
¢r is unable to act, his successor will be appointed in

the sems manner a8 the arbitretor whom he succeeds.

The fecision of a majozity of the artit-atsrs shall be final
2zd bindine wpon the Pasties.

In the evest the arbitrater-s sre uneble to reach a decision,
the dispute shall be =eferzed to Indopesian Courts of Law

for settlement.

Except as provideé in this Sectiom, azhitration shall be
confucted in accosdance with the Boles of Azrbitzation of

the Interpetionel Chamber of Commesce. . i

SECTION XII

EMPLOYMENT AND TRAINING OF INDOMESIAN PERSONNEL

[CONTFACTOR) ectees o employ gualified Indonesian personnel

7 .t5 opasations and after commescial production commences #

FOO1114























































































































































