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3. PT. Gunung Manik Jaya Raya
4. PT. Gunung Latimo jong
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13. CV. Sentosa Trad. Co.
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15, PK. Dwi Bhakti

16. PT. Catra Iradat

17. Ccv. Putra Masa

18. CV. Djaya Sentosa

19. PT. Sinar Kaili

20. cV. Suiber Alam

21l. CV. Ssakura Cozi. Coy.

22. cv. Batu MHarupa

23, PT. Bina Balantak Raya
24. PD. Perhu Tanda

25. PX. Gaya Cardrawasih

26. ¢V, Sinar Timur
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28. Pi*. Usfin Trad. Coy

29, CvV. Sari Alan Raya

30. CV. Sinar Alam Trad. Co.
31. ¢V. Tahiti ¥rad. Co.
- 32, CV. Endoure

33. PK. Danau Lindy .
34. PT. Sakura Abadi Timber
35. CV, Donggala Djaya

36. Cv. Aquarius

37. CV. Lawi

38. CV. Djundjung
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REPUBLIC OF YNDONESTA

DEPARTHENT OF AGRICULTURRE
Ho.!

RORESTRY AGREEMENT
between
DEPARTHENT OF AGRICULTURE OF THE REPUBLIC OF INDONESIA
and
(A COMPANY)

This Agreerent, made and signed on the day of January
1979 by and between the DEPARTMERT OF AGRICULTURE OF THE REPUBLIC OF INDONESIA
(herefnafter referred €0 as "DEPRTMENT"); represented by Hr. SOEDJARWO, Direc-
tor General of Forestry of the Pepartment of Agriculture,
and 7 \ o
A COMPANY a Natfonal Private Company duly organized and existing under
and by virtue of the Laws of the Republi¢ of indonesia having its domicile in

Indonesia represented by Mr, A, as the President Director of said Company.

The safd Company hereinafter refrred to as "COMPANY".

CONSEIDERING @

That @ It is the declared policy of the Government to maintain and develop the
Nation's Forest Resources in the framework of Rational Econonic Develop-
eent and to icprove the Welfare of the Indonesian People in accordance

with Article 33 of the 1943 Constitution of the Republic of Indonesia;

That  The COMPANY in cooperation with the DEPARTMENT, have considéred the re-
sults of thé feasibility studies on the forest area located in- the for-
est group of Buol - Toli - Toli, Central Sulawesi Province, as shown in
the Survéy Réport Ho. 670 published in 1977, and by considering also the
existing Social Economic situation, the COMPANY believes that the for-

est expliotation in the said forest area is workablefexecutables

That : The COMPANY is able to managc,_exploit and develop-th¢ abovementioned
forest area preoperly and to establish fully integrated wood industries
and other forestry Iindustries which constitute the policy of the Gov-

erncent in the ccoperation with the COMPANY and also in accordance with



That

That

3.

10,

11.

12,

13'
14,

15.

l6l

the spirit of Law No., 6 of 1968;

1 This Agreement, being in accordance with the policy of the GOMVERNMENT
for developing the forest resovrces in Indonesia, can be approved by
the DEPARTMENT; and

: The opinion given by the Covernor/Regicnal llead of Central Sulawesi
Province as referred to in his letter dated April 12, 1977 Yo. 3193/Ek-4

550/'77 concerning said forest area has been heard and duly considered,

IN VIEW OF :

The 1945 Constitutfion of the Republic of Indonesia, Article 33;

Law No. 5 of 1960 concerning Basic Regulations on Agtériaﬁ-Principles and
Conversion Regulations;

Law No. 1 of 1967 céncerning Forefgn Invetement as ameénded and added by
Law No. 11 of 1970;

Law No. 5 of 1967 concérning the Basic Forestry Regulations;

Law Ro. 11 of 1967, concerniag the Basic Hining Regulations;

Law No. 6 of 1968 concerning Dorestic Capital Investment as amendéed and
by Law No. 12 of 1970;

Governrent Regulation No. 2 of 1969 on Sea Traasportation Operations;
Governrent Regulation No.21 of 1970 concerning Forest Exploitation Rights
(Foxest Concession) and Forest Products Collection Right, as amended by
Government Regulation Neo. 18 of 1975;

Governcent Regulation No. 22 of 1967 concerning Porest Licence Pees and
Yorest Royalties;

Gavernrent Regulation No. 33 of 1970 concerning Forest Planning;
Governuent Regulation No. 64 of 1957 concerning the Transfer of a part

of the Central Government Affairs in the field of Sea Fisheries, Forestry
and People's Rubber to the Ist Level Autonomous Regions (Provinces);
Presidential Decree No. 66 of 1971 on Increase of Infrastructure for For-
est Exploitation;

Presidential Decree No. 23 of 1974 dated April 18, 1974;

Presidential Decree No. 20 of 1975 concerning Policy on the Granting of
Porest Conceésion;

Presidential Decree No. 48 of 1977 concerning Compulsory Deposit of For-
est Concessfon Holders and Timber Exporters;

Eildlife Preserve Ordinance 1931;



17,
1934 No. 5153 : -7

Honuments Ordinance, State Gazette of 1931 Ko, 238 juncto State Gazette of

18. Public Water Regulation 1936, State Gazette of 1936 No, 489 juncto State

Gazette of 1937 No. 540;
19. Nature Protectfon Ordinance 1941

20. Decree of the Minister of Agriculture No. 25/4/1968 on the delegation.of

authority to sign the Decree concerning the Issuance of Forest Concession

to the Divector General of Forestry;
21,

General Guldancé for Porest Exploitation;

Decree of the Minister of Agriculture No. 76/kpts/Unf5/1970 concerning

22. Decree of the Hinister of Agriculture No. 291/kptsfUm/5/1970 concerning the
the fixation of Forest Exploitation Work Avea as Production Forest Areaj
23. Decree of the Minister of Agriculture No. 54/kpts/Un/2/1972 concerning pro-

tected trees la the Forest Regiong

24, Decree of the Minister of Manpower, Transmigration and Cooperatives No,

413/kpts/HENS74 dated April 29, 1974;

25, Joint Pecree of the Director Ceneral of Land Transportation and Director

Ceneral of Forestry No. S.A.K.f12/2 concerqing the Regulation on log

pond in the inland waterds/kpts/DD/1/72

26. Decree of the birector General of Forestry Ro. 35/kpts/DDfI/'72 concerning

the Pirective on the Indonesian Selective Cutting; Clear Cutting with P

Planting; Clear Cutting with Natural Re;uveaation and the Directives for

Supervision. .

27. Joint Decrees of the Director General of Forestty, Director Ceneral for

Developrent and Utilization of Manpower and Director Generla of Tomi-
gration No. 43f/kpts/DI/'74, Ro. 5/8XfDIf1}74 and No. 3OIVISISSI?4 dated

April 29, 1974;

- K04, FHEREFORE, IT IS AGREED BY THE
PARTIES HERETO AS FOLLOWS :
ARICLE 1.
DERINITIONS.

1. Definitions established by Law.

The tercs used herein shall have the ceaning and interpreation
below
a, INDONESIAN LAW 1

The teres and provisfons of all applicable Laws, Goverawent

— 73—

specified

Regulations,



other Regulations, Ordinances, Decress, Decisfons, Orders,Rules, In-
structions, Determinatfons, Pronouncements, and othex Directived of

Official Bodles of the Government, whether National, Provincial, Local
or otherwise, as now in force andf/or as hereafter modified, amended or

superseded,

b, COMPANY :
The Indonesian Private Company to obtain the Forest Concession and to
carry out the tercs thereof., ' '
Certain terms ave defined or explained in bther'parts'of the'ﬁgfeemént,

and shall have the meaning set forth therefn.

ARTICLE II.
GRANTING OF FOREST EXPLITATION RICHT.
(FOREST CONCESSION)

I Granting of pernit,

In accordance with Chapter IV, Article 14 (3) of the Basic Forési:fy Re—
gulations (Law No. 5/1967), the GOVERNMENT agrees to grant Forest Exploitation
Right (Forest Concession) to the COMPANY, as defined and deéctiﬁe& by Inde-
aesian Law, including but without liaitétion, the provisfons of Article 1 of
Géverﬁnent Regulation No. 21/1970, within the Work Area as hereinafter defined,
and for the terms hereinafter specified in Article V (2}, subject in all re-
spects to the right of the Department to supervise and inspect the operatfons,
Such Pernit shall be issued in the form of a Decree of the Hinister of Agri-
cvlture, known as Sural Keputusan Hak Pengusahaan Hﬁtan (Forest Concession

Decree).

2. Access by GCOVERNMENT to Work Area.
The GOVERNMENT reserves the right of acces to the Work Avea for the pur-

pose of any sub-soil or any other investigation it wishes to make or in con-
nection with inspection, investigation or supervision or for any other purpose

related to this Agreerent,

3. _Right of the GOVERNMENT to issue Additional Inplesentiang Regulations,
The GOYERNMENT shall have the right to issue from time to tiee any

Decisions or other fnstructions of general or specfal application to define
the weasures and rethods of procedure for carrying out and feplementing theé

terrs and provisions of this Agreement or regarding compensation on account



of not fulfilling the requirvements of this Agreement or not complying with
prevailing regulations, and to prescribe standards and criteria for Forest
Managerent and Forest Expleoitatfon, and for ¢éntrol and supervision to effec—
tuate the GOVERNMENT's policles including those relating to planning, vefor-
estatfon, protection and utilization, including processing and marketing of
forest products, -

For example, it may specify the vethods which the COMPANY wust employ
in order to increase the quality and value of the forest products as rentioned
in the provisfons of Article 11T 2¢ (i1), and it may specify what consti-
tutes good timbering practices in accordaace with modern and accepted scientific

and technical practice referred to in the provisions of Article IV, 3.

4., COMPANY's warranty.

The COMPANY warvant and represeht that_fhey have access to extenslve
experience and proven technical and financial capability in the business of

harvesting, transporting, processing and markéting'of forest products,

ARTICLE I1I.
COMPANY'S HAIN OBLIGATIONS

1. Development and utilization of forest recources,

The COMPANY shall develop the forest recources in the Work Area on a
perpetual sustained yield basis and shall achieve the maxicum uwtilization of
recources and raw wmaterial through production asnd marketing of ticber (logging)
and the establishrent of wood processing and other forest based induvtries in
the frawvework of the GOVERNMENT's policy to maintain and develop the total

environcent in accordance with sound, Dodern ecological principles.

2. Implementation of obligation for developrent and wtilization.

In order to carry out its above mentioned obligation, the COMPANY shall,

without limitiag its obligations under this Agreement or uader Indonesfan Law:

a. Establish a modern lagging operation.

b. Inszure the sustained production of the forest as a natural resource by
undertaking, in the panner and by means presently or from time to tice
prescribed by the DEPARTHENT:

(i) proper forest managerent, replanting, maintenence, harvesting and
forest protecticn}
(i1) assistance in research to insure adequate yegeneration, iuprove-

cent and developzent of the timber stand.



2.

¢. Attain paximun ytilization of timber by
(i) establishing integrated wood processing industries In Indonesia;
(11) increasing the quality and value of forest products;
(111) refraining form wasting wood materials,
d. Create maxiwun work opportunities for nationals of Indonesia in acoor-
dance with the requirements of Indonesian Law and the terms of this

Agreerent.

ARTICLE 1V.
PROVISIONS CONCERNING BASIC PRINCIPLES RELATING TO
FORESTRY MATTERS.

Trees prohibited to be cuttedffelled.

a. The COMPANY is prohibited to cut/fell certain spebies of trees as
regulated by special regulations, -

b. The COMPANY is prohibited to cutffell trees the girth of which is
less than that set forth for the respective species in the DEPARTHENT
regulations except when the seléctive cutting systen is permitted by
DEPARTMENT and as provided by paragraphs below,

Use of tree for COMPANY's operations.

After consultation with, and approval by, the DEPARIMENT, the COMPANY may

cut any tree 1rrespective of girth limlts if such tree is reasopably regquired

to be used for construction purposes and necessary to facilitate the COMPANY's

operation subject to the Decree of the Minister of Agriculture Ho. 76/kpts/
EKKU/3/1962,

3.

Good ticbering and ecological practices,

The COMPANY shall carry on all of its operations and activites under this

Agreemént in accordance with gocd ticberfng practices and modern and accepted

scientific and technical principles applicable to timber and forestry spera-
tions and processiag,

All operations and activites uader this Agreement shall be conducted so as to

avoid waste and loss of natural resources, to protect natural resources against

damage and to prevent pollution and contamination of the environment, and to

maintain and develop the total eavironment in accordance with sound wodern

ecologlical principles, The COMPANY shatl dispose of sawdust, mill and other

waste so as to avold the pollution of rivers, streans and other waterways and

to prevent such waste from beconming a nuisance or injurious to persons and



proporty,

4, Fire provention,

The COMPANY shall take all neasures to prevent and control fires and shall

notify immediately the proper GOVERNMENTAL authorities of any fire that nay
occur,

5. Dawage to GOVERNMENT and Third Party's ptoperty;

The COMPANY shall not damage the right and properiy of the GOVERNHERT and
or of thivd parties and shall institute any measures necessary ot avoid such
damage, In the event of any damage, whether by.negligence or carelessﬁess by
the COMPARY or its agents, the COMPANY shali be liable for such damage in

accordance with Indonesian Law.

6. Encroachment by unauthor:zed parties.

The COMPANY shall use all reasonable efforts to prevent encroachment by
unavthorized persons into the Work Area, and to prevent damage to trees and
other forest products by such persons., However, the COMPANY shall not prevent

the exercise of the rights specified in Article X1II of this Agreement,

1. Forest Exploitation Work Plan,

In accordance with the requirements of Indonesian Law, including without
linitatfon, the law concerning the Basic principles of Forestry, Government Re-—~
gulation No., 21/1970 and the Decree of the Hinister of Agriculture Ko, 291/kpts/
Umf5/1970, the COMPANY shall prepare and submit to the DEPARTHENT the Porest
Bxploitatfon Kork Plan, consisting of an anaual Work Plan,.a Five Year Hork
Plan and Work Plan covering the entire period of the exploitation, at the
respective tices speciffed in the Governcent Regulation Ko. 21[19?0 and any
nodifications or supplements theréeto. The Work Plans shall inculde provisions
relating to FPorestry Management as well as Forestry Exploitation, as envisaged
in the Law concerning Basic Principles of Forestry.

Each such Work Plan will be revised by the COMPANY to incorporate any
changes proposed by the DEPARTHENT within the period determined by the
DEPARTHENT.

ALl such Work Plans will be prepated in the light of the latest scientific
knowledge and advances in Forestry then known, The DEPARTHENT shall prepaze
Forms on which such Work Plan are to be subnitted and the COMPANY will use such
Forms In making its subnission.

Each Work Plan will in any event include an updated "Scope of Work" re-

ferred to in Article VII, and all other information and data necessary to

- 77 -



deronstrate that the COMPANY will carry out all of its obligatiens hereunder and
under Indonesian Law promptly and effectively.

Each Annual Work Plan shall contain a progress report on action taken by
the COMPANY to date to demonsirate compliance with such obligations.

The portion of the Work Plans dealing with Forestxy Agreement shall be
based on the findings of a forest Inventory, shall contain a division of the
forest area into blocks, prescribe the annual felling area, the methods and
standards of exploitation which are néecessary for forest protection and the
sflvicultural measures to be applied,

‘The Annual Work Plan shall contain an estimated annual budget specifying
fn detail the awount of funds to be expended by the COMPANY for operaiions,
which will be subject to approval by.the DEPARTMENT as the Work Plan generalily,

8. Employrent of Forestry Experts by-the COMPANY .

The COMPANY shall exploy an adequate number of forestry experts who shall
be especially qualifies in the following fields and in any other flelds and
shall be subject to the approval of the DEPARTMENT: .

a, Forest Planning and Administration;

b. Yorest Managerent;

€. Tiwber Cruising;

d, Grading and Scaling,

%, _The DEPARIMENT's right to review production targets,

Following the subpission and aporoval of any of the Work Plans mentioned
above, the DEPARTHENT will be entitled to review the produéiton targets for the
cutting of logs, the Scope of Work referred to in Article VII and all other
operations which the COMPANY is obliged to hereunder, including those set forth

in Article Vlf, and to make such revision therein as it may deem appropriate.

10. Relation of Forest Industry to commercial species. :
While it is the policy of the GOVERNMENT to requive the COMPANY, and the
obligation of COMPANY to establish a fully iategrated forest based Industry, as
set forth in Article VI of this Agreement and in other ways, it is also the
GOVERNHENT's policy and the obligation of the COHPANY to achieve such Integrat-

ion while making the Eaximu: use of all nerchantable species for commercial
purposes (such as lumber, plywood, veneer, furniture, construction raterials,
prefabricated housing and other construction pﬁrposes) and to use the merchant-
able species for their bighest potential value, In shipping logs the COMPANY
shall be required to take appreopriate weasures to avoid unnecessary shipping

or other transportation charges by elirinating excess weight and by processing



into such shape as will avoid the waste of space aboard veseels,

__ARTICLE V,
FOREST AREA,

1. Size and location of Hork Area,

The Work Area.shall consist of ( ) Hectares, located at fovest group
of { ) Province, as shown in the situation wap attached hereto.
Rot included in this Work Area are lands designated as Protected Porest
narely parts higher than nine hendred (900) reters above sea level or slanting
and steeper than twenty five (25) per cent, Wildlife Preserves, Natural Parks

and lands under private ownership and lands for special purposes,

2, Tern of the Decree on "Hak Pengusahaan Hutan' (Forest Concession)

The Work Area will be allocated to the COHPANY by Decree on “Hak Pen-
gusahaan Hutan" (Porest Concession). The Decree on "Hak Pengusahaan Hutan"
{Rorest Concession) will expire twenty (20) years from the date of its issuvance
unless extended. In the event that the COMPANY requesls an extension of the
Pernmit before the end of the nineteenth (19th) year, the DEPARTMFNT will veview
the extent to which the COMPANY has.coeplied yith the obligations iwposed upon
it by this Agreerent, with special reference to the establishrment of an inte-
grated forest based industry. |
On the basis of this review and such other factors as the DEPAkIHENf zay con-—
sider appropriate, the DEPARTHENT shall decide whether to grant an extension bf

the Permit.

3. Harking of Boundaries of Work Area.

The Work Area granted under the Decree on “Rak Pengusahaan Hutan" (Forest
Concession) shall be designated by the DEPARTHENT as a Permanent Forest. The
boundaries thereof shall be marked on the ground witﬁin three (3) years after
the date the Surat Keputusan Hak Pengusahazn Hutan is fssued. | .

The boundaries shall be wmarked by the Departcent, by the costs and ex-
penseé thereof shall be bornre by the COYPANY. If the boundaries already exist,
the patter will be further regulated by the DEPARTHENT. Land undexr private
ownership or under other fores 6f use shall not be included in the Hork Area.

The COMPANY shall be held responsible for any consequences, as a result
of operations conducted before the boundaries have been parked in any parts of

the ¥ork Area under private wonership andfor under other fores of use.

4. Right to fell, trasport, process and market ticher,



4, Right to fell, transport, process and market timber,

The COMPANY will be granted the vight te fell, transport, process and mar-~
ket the tibmer existing in the Wicrk Area, subject to the condittions prescribed

by Indonestan Law and to the provisiens of this Agreewment.

5. Aexial Survey

a, The COMPANY has the obligations to conduct aerial survey on the entire
work area in vertical posfition, scale 1 ; 20,000 and measvrerents 23 x
23 com; from said aerfal survey the COMPANY shall deliver to the DEPART-
MENT a set of acrial'sﬁrvey, vegetation interpretatfon map and tranche
map, each three copies at the acale 1 : 20,000;

b. The period for delivering the aerial survey shall be not later than 2
(two) years and the maps not later than 3 (three) years after the issu-
ance of the Decree on “Hak Peagusahaan Hutan'" (Forest Cﬁncession);

¢, In ¢ase the aerial survey has been conducted on sald work area, the
COMPANY may obtain it fronm the parth concerned with the stipulatién
that said aerial survey is not rore than 5 (five) years as from the
issuance of the Decree on "Hak Pengusahaan Hutan" (Forest Concession)
and the scale thereof may not be smaller than 1 : 40,000.- The iater-—
pretation map shall be cade on scale } : 20,000.-

6. Prohibition against subcontracting,

The COMPANY shall not subcontract any part of its loggipg activities to
third parties except with the prior written appuoval of the DEPARTHENT.

7. Procedures and conditions [or Selective cutting Systen,

The COMPANY shall, to the maximum extent possible, take all reasonable

steps to avoid the harmful ecffects of selective cuttfing and to achieve a
sustained yield.

The COMPANY shall make such cutting an effectiv tool to fmprove the

tirber yield. Without limiting the geanerality of the fbregding, the fbllowing
reasures shall bhe strictly complied with for this purposé:

a. Girdling or felling of the unnerchantable, pature and over-wmature
elerents of the residual sténd, prevenably in conjunction with the
felling and logping operations or shortly thereafter,

b. Relcasing by thinning to leave standing the “crop trees"” now preseant ia

the understory or residval.

c. Reinforcing by plantiag In areas where young crop thees are not presant
in reasonable quatities,



8. Precautions in felling and Skidding,

The COMPANY shall exercise waxinum care 1n.felling and skidding to mini-

mize damage. To achieve this result, but without limitaiton thereto, the

following measures shall be strictly complied with the COMPANY:
a., Extreme care shall be exercised to avoid danaging young trees when
rerchantable trees are felled,

in thick stands,

Such precaution is expecially necessary

b, In cariying on skidding, no young trees shall be damaged. No pro-

cedures which may result in damage to the young trees and which prevent

regeneration shall be practiced. The COMPANY shall supervise closely
the feiling and skidding operations.

9, Provision for managerment wnits for smaller concessions,

In order to overcore the difficulties of operating small area as sua-
tained yield units, the COMPANY and other holders of Decree on "Hak Pengusahaan
Hatan" (Forest Cencession) are required as appropriate, to coordimate their

operations in one uvnit of Forest Exploitation Right to assuresteady production.

_ARTICLE VI.
COMPANY'S OBLICATION TO ESTABLISH
A FULLY INEGRATED FOREST INDUSTRY,

1. General cbligation to establish a Fully Integrated Forest Industry.

1t is the obligation of the COMPANY under this Agreerent to establish a
fully fantegrated forest based industry which shall use ot the fullest pobbible
extent all raw materials of the forest. This obligation sﬁall.be limited only
to the extend that the COMPANY can deronstrate that it is not econonically
feasible. The fofegoing express obligation shall not be deemed to be liaited
by ﬁreéént technology. The COMOANY shall be required always to perfect the

forest managerent and harvesting technology.

2. Hodern logging operations to be established and forest management to be

planned and executed,

A wodern logging operation shall be established by the COMPANY to provide
the necessary foundation and in[rastructure for all subsequcnt developrment werk.
Fhe logging operation will use the most podern equiprent and technology
that are availcble, and will be dedicated to the principle of a sustafned per-

petual yield fora the forest.

Forest managewent shall be planned and executed so as to supplerent the



nature regenerétibn of logged over, bare or understocked area by reforestation
or planting with tree species determined that such area would be more effec~

tively utitized if converted to agricultural or other usages,

3. Establishment of log proecessing and wood processing plants,
The COMPANY shall be required to establish as promptly as possible, but imn

no event in a longer peried of time then specified herein in Article VII, log

processing and wood processing plants.

4. Econonic feasibility studies concerning wood processing industries.

The COMPANY agrees to cause to be undertaken within three (3) months and
to be completed within nine (9) ronths from the date of the Decree on "hak Pen-~
gusahaan Hutan' (Forest Concéssion), the first of a series of studles to deter-
nine the economic feasibility of establishing a log processing and wood pro-
cessiag industry, except for the establishrent 0f saw mills in accordance with
the schedule herein set foreh.

All the feasibllity studies herein reguired shall be conducted by an iade-
pendent consultant putually agreeable to both parties,

The selection of such consulting firm and the determination of the terms
of reference of these studies shall be given high priority and shall be expe-

ditiously prosecuted in order to accomplish the abovementicned objective,

5. Economic feasibility studies,

The parties hereto shall outually agree to the terns of reference of such
econonic feasibility studiés, except to the extent that such terms are specified
herein, The teres of reference shall specify that the criteria for determining
economic feasibility shall be the maxicun developrent in the shortest tire of
a fully integrated forest based industry im Indonésia, thé encouragrent of Indo-
nesian industry, and the caxioum utilization of Indonesian raw materials, and
other products produced in Indonesia for the greatest value on a long-range
basis, including the utilization of appropriate species for corsercial pﬁrpdses
as hereinabove rentioned, and the availability of products produced b} the
COMPANY to meet Indonesian demand, and the prowotion of the general welfavre of

the Goverarent and People of Indonesia,

6. Infeasibility of entablishing par{iculat plant,

If the feésibility report states that a particular plant is not feasible,
the COMPANY shall increase the scope of other processing andfor wanufacturing
operations as may be feasible, in order to absord, the waterials originally to
be used for the plant which was proved not to be feasible, if necessary by

establishing a similar type of the plant with greater capacity or diffevent



type of processing together with other third party (parties), or the COMPANY
should at least participate actively in the wood processing activity with
ability to deliver raw materfais of wood for such processing.

~In the eveat that such report discloses that establishment of a plant or
plants to produce a given product is infeasible, the COMPANY shall make a sinmi-
lar study to be completed within two (2) years from the submission of the prior
study to reconsider the question of;feasibility.

Such further study shall be undertaken at the end of each two (2) years
period folloving the commencement of the prior study throughout the term of
this Agreement or at an earlier time which the Government may reasonably pro—
pose. This pro#ision nust be implerented during the effective peridd of this

Agreement,

The cost of all such studies shail be borne by the COMPANY,

ARTICLE VII,
OPERATION PLAN,

1, Scope of Work,

In line with the obligations set forth in Avticle V of this Agreement,
the COMPANY will manage its operations to attain specified levels of produc-
tivity as follows :
a. Pirst five-year plan.
(i) leogeing .
The COSPAﬁY agrees to log a minimun of ( ) cubiec meters
and E&#iﬁun( ) cubic reters each year until the third year
with gradual increase so that in the fourth and following years
during the effective period of this Agreerent the production shall
be minicun ) cubic reters and caximun . ,
( Ycubic meters each year, with the stipulation-that the
voluice of rerchantable species altlowed to be felied rust be in
accordance with the provision In paragraph 1.4. of this article,
The aboverentioned figures are provisional, while the real target
will be deternined by the Director CGeneral of Forestry in the work
prograns made by the COMPANY in accordance with the forest resources
concerned according to the actuval results of cruising wader the
prevailing regulations.
(11) log precessing.

Hithin 7 (seven) years after issue of the Decree on 'Hak Pengusahaan
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Hutan" (Forest Concession) the COMPANY undértakes to process
domestically in stages until a minirmum capacity of 60% of the
annual production target,
This processing shall be effected by own efforts or by supplyiag
the raw materials to otherscompanies, or to cooperate with other
companies,
Abovermentioned processing requires prior approval of the DEPART-
MENT.
b. Second five-year plan,
Logging.
From the capacity of ( ) @3 per year achievéd during the
by the COMPANY by utilizaig trees alloved to be felled and parts of
felled and parts of felled trees not yet wtilized.
c¢. Third-five-year plan.
The CHPANY must endevour to achfeve full integratéed wood processing in-
dustry by establishing hard board andfor particle board factory and or
chip facteory.
d. For sustained yields, the CHPANY shall fell and vtilize the merchantabie
specles of wood with the following volume ratio :

- Floating export werchatable species

=1 ) J 4

- Sinking export rerchatable species
=4 ) 3 4

- Floating Non-export perchatable
=( I 4

— Sinking Non-export merchatable
={ Y%

— Rania
={ b 4

-~ Agathis
=4 >z

Total = 100 (one hendred)Z

2, Schedule of Investeents.

It is estimated that the Investment required to meet the Scope of Work
descrited in paragraph 1 above, will be US.3. ( )

as shown in the following
tabulation :



a, lLogging, road construction, Us.§. ( )
equiprent maintenace and
base comps, and working dapftal

b, Saw mills plants with painten-)

ance, power facilities and )
P
their base camps )
¢, Veneer and plywood industry )
d. Hard board/particle boardlchib)
factory. '
Total us.§ ( }:

The figures in the above tabulation include the costs of surveys, engineer-
ing disign, market and feasibility studies as well as the cost of physical plants
and working inventories, .

It is understood that the esticated costs of the correpondiag iavestrents have
been prebared in a ﬁreliminary panner and that as the Project is implcented over

the years, the actual costs that incurred will show variations from the estimated
now submitted,

The total amount to be invested, however, shall not be reduced,

The production target fixed in this Avticle may only be changed after iepleent-
iag more fnténsive crulsing in accordance with the existing law,

The change of said target shall be fixed by the DEPARTMERT by considering the
criterial as follows :

a, The harvestable volure of comnercial quality logs within the Work Area,
the average number of cubic meters per hectare, and the grades of such
Yops, as specified in current Forestry regulation,

6. The maxinum cutting cycle applicable to the particular species suitable
for harvesting i{n order to peet the requirerents for sustained yield
forest management, Within 7 (seven) years after issue of the Decree
on “Hak Pengusahaan Hutan' (Forest Concession) the COMPANY agrees
unconditionally to process Domestically a minisum of 60Z of the annual

log production.

3. DEPARTHENT's revision of levels énd'quantitiés for each forn of operation.
Based on the siurveys, studles and criterié referred to in Article VI of

this Agrrecvent, the DEPARTHERT may, in fts sole descretion, revise the levels

and quantities specified above for each form of opratfon to be carried on by

the COMPANY. The Cutting Plan, shall be consistent with and carry out the
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provisions of the Scope of Work set forth fn paragraph 1 of this Article, and
any modification thereof,

4. Construction of Road Network.

The COMPANY shall construct and mafintain a road network in the Work Area
as from the time it starts operation. The sald roads shall, armong other things,
comply with the follewing stipulations:

a. All-weather main roads with a minieuvm {ntensity of 3 ceters per Ha for
the entire Work Area, except if greater ihtenéitj is required by local
conditions,

b. The development of the road network shall be in accordance with or con-
nected to a National or Regional Road Developrent Scheme or to existing
Public Roads, in and outside the Hork A;ea.

¢, Road construction shall be carried out in accordance with latest re-

gulations concerning construction of forest roads,

5. Right of Access.

The COMPANY agrées with DEPARTHENT to give the right of access to other
Companies whose access to its conéession area rmay be blocked or inpeded by the
configurations of its area, Such.third parties shall also be pernitted to use
the roads alveady constructed, or substantially constructed by the COMPANY sub-
ject to mutually apgreed rates of payrent.

In the event fallure to reach agreerent, by a Fafr pro rata share of the cost’
of the cost of construction and maintenance of the road as deternined by the
DEPARTMENT. Until such agreement or determination is reached, use of such roads
shall be permitted by third parties wpon such third parties depositing a bond

or other reasonable security to assure payrent of the fees subsequently agreed

to.

ARTICLE VIII.
LICENCE FEES AND ROYALTIES.

The COMPANY shall pay promptly to the GOVERNHENT Licence Fees and Roy-
alties as stipulated in Government Regulatfon No. 22 of 1967 and the implerent-—
ation regulations, supplerentary regulations, acendrents and substitutions,

The Licence Pees shall be based on the sized of the Work Area stipulate&
in Article ¥ of_this Agveerent, which shall be paid in full, as a conditfon for
the issvance of the Decree on "Hak Pengusahaan Hutan" (Forest Concesstion).

The COMPANY shall fell and extract all merchantable tirber in the Work Area,
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In the event that it fails to do so, it shall be obliged to pay roy lties
upon the rerchantable contents léft standing, or felled in the Work Area but
not extracted within the period which shall be stipulated by the DEPARTMENT

for the completion of extraction with respect to the blo¢ck In question.

ARTICLE IX
SCOPE OF INVESTHFHT.

i, CONPANY *s obligation to provide Cash and jmport maéhinery and EQUIPMENT.

In order to accoriplish the requirerénts in the Forest Wxploitation Work Pian
referred to in Article VII of this Agreerent, the COMPANY agrees to provide
cash ana'import equiprent and machinervy.

The datailed spECifications thereof shall be'ﬁréposéd by the COMPANY
according to current regulations to obtain the DEPARIMENT's approval.
The COMPANY glso aprees to conform the structure of ists caﬁital to the Gov--
ernrent's policy regarding the capital ratio between indigenous and non-indi-~

genous Indonesians, and sale of shares,

2.  Investoents which shall.qualify as satisfying CONPANY's investment,

Only investrents in equiprents, wachinery and supplies which are new and
which are in working order and of the rost advance design shall be considered
in determining whether the investrent obligations of the COMPANY contained

herein have been satified.

3. Deternlnatlon of technical specifications and prices of equipcent and

machinery.

The technical specifications and pr1ces of equipnpnt and Eachinery cen—
tioned in Article VII, 3 shall be detetmined dcfinitely by the DEPARIHENT after
submission by the COMPANY of all pattlnent data and docutents officially re-
ported by the COMPANY to the DEPAR;HEN! according to the admlnlstrative pro-
cedures required by the GOVERNMENT.

ARTICLE X.
EMPLOY!ENT AND TRAINING OF INDONESIAN PERSONNEL.

. Ecploycent of Indonesian personnel.

The COMPANY shall erploy only Indonesian nationals to perform all work and
to render all service within Indonesia, except to the extent that the COMPANY
reasonably demonstrate to the satisfaction of the DEPARIMENT that Indonesian



natfonals havlng such reasonable qualifications and willing to perfora such
work or to perform such services on such reasonable terms as the COMPANY may
establish are not available therefor. ‘

Hotwithstanding the foregoing, the eﬁploymenf of non-pationals of Indo-
nesia is subject to the approval of all GOVERNHENT.agencie$ ha?ing jurlédiction
with respect thereto,

As a conditfon precedent to the COMPANY's rfﬁht to dermonstrate that indonesians
are not available, the COMPANY must prove that it has conducted and is con-
tinuing to conduct a broad and vigorous recrviting and training programs for

Indonesian personnel,

2, Recruiting and training programs,

The COMPANY agrees that It will submit a compreheasive programs for train-
ing and instructing the maximun nuober of Indonesian nationals to assume posi-
tons within 3 (three) ronths form the date of issue of the Decree on "Hak
Rengusahaan Hutan" (Forest Concession). _

This progran shall require the Department's approval;. The COHPAHf is
obliged to carry out the program approved by the DEPARTHENT.

Recruiting and training shall be both on the job and ir educational or
professional institutfons in Indonesia orabroad, and shall be carried out as

zany expatriate personnel as pay be requiréd to accomplish the progran.

3. Other personnel,

Subject to the provisions of paragraph 1 and 2 of this Afticle, the COMPANY
eay bring into Indonesia such foreign personnel as in the COHPAHY'S Judgrent
are required to carry out the operatfons efficiently and snccessfully;'and at
the COMPANY's request (which shall be accompanied by information concerning the
education, experience and other qualifications of tﬁe personnel concerned).
The DEPARTHENT shall expedite action on'applicatién for necessary.peiﬁits includ-
ing entry and exfit peraits, work permits, visas and such other.permits aS‘tay
be required, in accordance with presidential Decree ¥o, 23 or 1974, dated April
18, 1974 and its foplirentation regulatfons. '

4. Equal treatcent.

There shall at all tire be equal treatcent, facilities and opportuaities
for all euployees in the same job classification regardless fo nationality,

except for preference in employrent and training which sahll be available only
to Indonesfan nationals,

5. Enployrent of personnel cleared froo G,30.S./PKI,

The COMPANY agrees only to employ personnel who have not been involved
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Directly or indirectly In G,30S,/PKI,

" ARTICLE XI.
MEALTH, SAYETY AND COIPESTION PROVISIONS,

1. Health and Safeth Heasure.

The COMPANY shall observe the meésures of the most advaace nature for-the
protection of general health and safety of its employees andfor of oOther persons
having legal access to the Work Area.

To this end the COMPANY shall install and utilize only rachinery equipped
with the rost modern safety devicés and provide the rost rodern safety equipment
suitable for observing the fullest safety procautions.

‘Such equiprent and devices will be replace and such precautions revised
periodicaily as newer and pore effective devices, equiprent and precautionary
measures are developed from tire to tire,

-A1l1 such reasures, precautions, equiprent and devices shall be subject in

all respects to the requirements of the GOVERNMENT.

2. Law applicable to accidents involving COMPANY's.

_employees, ot
Indonesian Law, including but not Iinited to the Law No. 2 of 1951 shall
apply to accidents accuring to employees of the COIPANY.

. ARTICLE XI1.
RIGHTS OF ADAT COMMUNITY IN THE WORK AREA.

1. Rights of adat comnunity.

The rights aad priviléges of the adat community undexr Indonesian Law are
not affected or liwited in any respect under this Agréeent.

' The COMPANY shall recognize such rights and privileges, including, without
liritation those relating to entry, collecting certain types of wood for own
use and collecting forest by-products.

The ieplecentation of the abovementioned shall be regulated by the PFro-
vincial Forestry Service with due observance of the provisions in Coverncent

Regulation No. 21 of 197C Article VI.

2. Cooperation between GOVERNHENT and COMPANY concerning Adat Cdaﬁunity.
The CQOVERNMENT and the COMPANY will cooperate in finding and iuplecent-

ing solutions to any problecs created by.the presence of the Adat Community.



Such solutions shall be directed toward the establishument of permanent farm
communities. The COMPANY will exert its best efforts to employ and to train
rerbers of the Adat Cormunities preseatly existing in the Work Arvea,

ARTICLE XII1I,
COMMUNITY DEVELOPMENT

1. Facilities for Commun{ty Development,
The COMPANY shall be obliged to assist the Reglonal Coveranrent in per-

forming the community development in the Work Area of "#ak Pengusahaan Hutan
(Forest Concession) and its surroundings such as : _
a, Construction of houses of religlous worship for the people without pre-
Judice to priority for the COMPANY's enployees and their dependents,
b. Provide cormunication facilities for Regional Govermrent purposes,
¢, Make available to the local community up to a maxirum of 35 (thirty-fiv
five) kilowatts of electricity. The cost of distribution theveof,
such as transforeers and lines, will be the responsibility of the local
coraunity, 7
d, Participate actively in community deQelopEent proiects vithﬁparticulat
euphasis on town site developrent and construction of low cost housing
for sale,

e. Provide other assistance,

2. Medical facilitis,
The COMPANY will provide and bear all the costs and establish a clinic

with minfwun capacity of 6 (six) beds in the framework of providing redical
services to its eaployees, and further undertake to make available to the
direct dependents of its employees, and at no cost to theam, all its hospltal
facilities and doctors® and nurses' services, _
In addition, recbers of the local coemunity, even though non-employees, would
be allowed to avail themselves of the facilities of the hospital, at a re-
asonable schedule of costs which rust be approved by the GOVERNMENT, subjéct
only to priority given to employees. _ _
Hithout-1imiting the foregoing the COHPARf shall
a, As its first action the COMPANY shall froediately provide such first
ald stations and clinies as are necessary. Each clinic shall be staffed
by at least one full tire nurse or pafa-zediéal person, Clinics shall
be located fn such manner as.to assure that no oore than fifty laborers

at any tire shall be more than one-hour's travellling tire from a e¢lfnic,



In areas of less than fifty ewmployees first ald stations shall be main-
tained and kept fully equipped.

'b. Hithin one year after fssuance of the Decree on “Hak Pengusahaan Hutan"

~ (Foxest Concession), the COMPANY together with the GOVERNMENT agree to

establish and manage a Hospital, Said hospital shall have one or more

doctors with practice lencence and giving thetr full time to the COMPANY,

3. Educational facilities, '

The COMPANY agrees to establish educational institutions for the use of the
COMPANY's employees and their dependents and the people in the neighbourhood,

4, Dredging-of river and resettlement.

The COMPANY is obliged together with other corpanies to participate actively
in financing the efforts of the GOVERNMEHT in dredging of river and resettlement
the leplementatfon of which is regulated by Presidential De¢ree Ho. 66 of 1971,

ARTICLE XIV.
PROMOTING THE NATIONAL WELPARE

i, Use of National flag facilities.

When chartéring vessels from non-affiliated companies, the COHPANY will
use Indonesian flag vessels for the purpose of transporting cargo which it ships
to, from and within Indonesia at world market rates and conditions prevailing
at the tiwe of charter. The COMPANY will also recommend the use of Indonesian
flag vessels by thivd parties purchasing and transperting products produced by
the COMPANY, the COMPANY shall comply with the stipulations in Governcent Re-
gulatfion No, 2 of 1969,

2, Encouragerent of Dozestic Products,

The COMPANY will give préeferente to the purchasé and use of equipment,
supplies and materials manufactured or produced In Indenesia to the maximum ex-
tent that the sace are available on competitive teras with goods from abroad.

The COMPANY will encourage the local manufacturé or production of such équipreant,
supplies materials., The COMPANY will encourage local indutry, by providing

technical assistance, in manufacturing equipoent and supplying eateérials.

3. Contractors and importers.

The COMPANY will give preference to qualified Indoensian contractors (sup-
pliers) and importers to the paxfoum extent that the service or commwdities they

offer are avallable,



4. Sale of products,

The COMPANY will make available for sale to Indonesian purchasers a rea-
sonable portion of the products produced by it, at corpetitive terms and prices
in order to encourage such purchasers to expand their_trade business or indus-
trial activities, - )

ARTICLE XV,
FLORA, FAUNA AND OBJECTS OF SCIENTIFIC AND
HISTORICAL VALUE

1. Stepe to protect flora andifauﬁa.

Without limiting the applicability of Indonesian Law to the COMPANY and the
Work Area, the COMPANY agrees that it will take all steps necessary and appro-
prfate to assure @

a, That there shall be no hunting of protected wildlife as is protected by
the Wildlife Preserve Ordipance 1931 and the Regulations and elucidations
with respect thereto.

b. That there will be no fishing within thée Work Area except to the extent
specifically permitted by the appropriate department of the GOVERNMENT,

c. That explosives and pofsons shall not be used for clearing waterways or
for any other purpose without the express consent of the DEPARTMENT and
any other department of the GOVERNMENT which may have jurisdiction with
respect thereto. .

d. Provide ful) assistance to the COVERNMENT in developing the flora and

fauna of the Work Area and in protecting the area from potential damage,

2. Stepe to protect objects of scientific and histvoical value.

a. The COMPANY will take all steps necessary and appropriate to protect ohb-
'jects of historical and/or sclientific value fron damage and shall pro-
zptly report any and all such damage to the GOVERNMENT.

b, The COMPANY shall be résponsible to the GOVERKMENT for all acts or
ozaissions to act, whether by it or by any of ists employees or guests

in 1ts Work Axea.



ARTICLE XVI.

PENGUSAHAAN HUTAN" (FOREST CONCESSION) AND
__AGREEMENT,

1. Application,

This agreerent is the basis for submission of application, to obtain In-
vestrment facilitfes by the COMPANY according to prevailing regulatfons for issu-
ance of the DECREY ON "HAX PENGUSAHAAN HUTAN" (FOREST CONCESSION).

2. Relation between the Decree on “hak Pengusahaan Hutan" (Forest Concession)
and this Agrecrent.

- Except to the extent that thé Decree on "Hak Pengusahazan Hutan" (Forest

Concession) specifically negates any terms or provisions of this Agreerment the

teres and provisfons of this Agreerent shall govern.

3. Effect of termination fo Decree on "Hak Pemgusahaan Hutan" (FOREST CONCESSION)
on this Agrecment.

After issuance of the Decree on "Hak Pengusahan Hutan' (Porest Concession),
this Agreement bécores a supplement and an integral part of the Decree on “Hak
Pengusahaan Hutan" (Forest Concession)

The éancélléti@n of the Decree on "Hak Pengusahaan Hutan" (Forest Concession)

automatically shall cause the terms of this Agreement to terminate.

ARTICLE XVIE,
ALTERATIONS IR THE SIZE OF THE WORK AREA

1. General provisions.

The DEPARIMENT may order alterations in the size or shpe of the Work Area,
including reductions, combinatfons and exchange of parts of the Work Area for
the reasons hereinafter set forth.

a. Reductions.

In the event the COMPANY fails to achicve the minimua ﬁroduction targets
stipulated in Article VII of this Agreerent, the DEPARTMENT cay, as an
alterative to exercising the rights to terainate this Agreerent for de-
fault, reduce the size of the Work Ar¢a in accordance with Article 15

of Goveranrent Regulation No., 21 of 1970, Thée DEPARTHENT may also reduce
the size of the Work Area whenever it deess it necessaxy in the public

interest,



b.

The following procedures shall be followed in effecting altérations.

2.

b.

Corbination, -

Subject to approval of the DEPARTIMENT, the COMPARY is allowed to coopey-
ate with other holders of "Hak Pengusahaan Hutan" (Forest Concession)

in the form of combination of work area to obtain sufficient timber sup-
ply for expansion of forest product industry as mentioned in Article 5
chapter XV of Goverament Regulation No. 21/1970

Exchange.

Subject to the approval of the DEPARTMENT, the COMPANY rdy exchange
- part of the Work Area with other holders of "Hak Pengusahaan Hutan'

(Forest Concession).

Proceédure.

A veduction of the Work Avrea shall proceed as follows :

(i) The DEPARTHENT shall notify the COMPANY of tts intention to
reduce the Work Area and shall stipulate the date and extent of
such reduction.

(i1) The DEPARTHENT shall issue a Decree concerning the reduction of
the York Area, |

(iii) The DEPARTHENT shall mark the boundaries to reflect the reduction
of the Work Area, the cost of whichshall be bome by the COMPANY.

{(iv) A reduction in the size of the Work Area shall have no effect on
the licence fee to be paid by the COMPANY.

Corbination of the Work Area shall proceed as follows :

(1) The COMPARY jointly in cooperation with other holders of “Hak Pen-
gusahaan Hutan" (Forest Concession) shall subnit a written request

to corbine and explaining everything related thereto.

{i1) In the event the DEPARTHENT approves of such cochination, it shall

issue a Pecree approving such coobination,

Exchange of parts of Work Areas between the COMAPNY and another holder

or holders of 'Hak Pengusahaan Hutan" (Forest Concession) shalil proceed

as follows :

(1) The COMPANY shall notify the DEPARTMENT of its desive to exchange
parts of its-ﬂork Area in writing.

(i1) In the event that the DEPARTIENT approves of such an exchange or
exchanges, it shall issue a Decree denoting the extent of the
exchanges to be wade,

(111) The DEPARIMENYT shall cark the boundaries of the ¥ork Area which are
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new as a result of the exchange or exchanges, the cost of which
“shall be borae by the COMPANY.

ARTICLE XVILI.
b
DEFAULT PROVISIONS

1: . Events of default.

The terin evént of default shall wmean each of the following event :

a. Any material breach of the Agreemént by the COMPANY, or any faflure to -
perform or abide by any of its material terms or covenants, or any fafl-
‘ure to satisfy conditions, warranties of representations or this Agree-
reit or of the Deérée on "Hak Pengusshaan Hutan" (Forest Concesslon)

b. If the COMPANY shall comnit an anticipatory breach of the Agreement or
of the Decree on "Hak Pengusahaan Hutan" (Fores Concession).

c. If the COMPANY shall become iﬂsol&ént, or admit in writing its inability
to pay its debts as theéy mature, or apply for, consent to, or acquiesce
in the appointmeﬂt of a trﬁstee or receiver for the COMPANY or any of
its property, or if a trustee or veceiver shall be appointed for the

COMPANY or any of its property.

2; -Hatetiai-breaches-

Hithout limiting the generality of the forégoing,.a bfeach of a material
term or covenant shall be deered to have occured upon the happening of any of the
follouing eveats B

.a. 1he COHPANY s failure to pay the royalties as provided in Article VIII

hereof

b: The COMPANY's failure to pay the royalties as provided in Articte VII

_hereof.

c. The COHPANY s fatlure to make concrete efforts at implementation of the
Decree on "Hak Pengusahaan Butan“ (Porest Concession) within a period of
180 days fbliowing'thé issvance of the Decree on "Hak Penguséhéan Hutan®
{Forest Concession) as provided in Article 14 paragraph ¢ of Governzent
Regulation No. 21 of 1970, .

d. The COMPANY's failure to submit any of the Work Plans in the manner and

at the tice required fa Article IV hereof.

e. The COMPANY's abandonrent of the Work Area, or of operations therein,

before the expiration ox terminationcof the texa of the “"Hak Pengusahaan
Hutan" (Forest Concession).

f. The COMPANY's failure to comply with any of 1ts obligations under the



Scope of Work described in Avticle VII hereof and additfonal provisions
mentioned in the Pecree on "Hak Pengusahaan Wutan" (Forest Concession)

with {its supplements,

3, Notice of default.

Upon the occurence of any or one or more such events of default, the DEPART-
MENT may give notice in writing to thé COMPANY thereof. If the COMPANY fatls to
rexedy, cure or provide a justification for failing to do so0 which is acceptable
to the DEPARTHENT within 60 days from the date of the sending of such notice,
except that such period shall be 30 days in the case of the sending of such notice
of an event of default under parégraph 1 a oxr ¢ above, then this Agreement shall
turediately terofnate upén the expivation of such perioed of 60 days or 30 days,

respectively.

ARTICLE XIX.
TEMPORARY SUSPENSION OR SURRENDER FOR CAUSE

1. Tewmporary Suspeasioa.

In the event that the COMPANY beliéves it is necessary to suspend temporarily
operations in whole or in part because of economic or other conditions, it shall
prorptly give the DEPARTMENT notice in writing of such intention. Upon the giviag
of notice the CORPANY méy éus#énd such ope:atioﬁs for a peviod nof inexcess of
two months. In the event that the DEPARTMENT should determine, within 2 (two}
oonths from the date of giving such notice, that such suspension was not juétiu
fied, it shall have the right to hold the COMPANY liable for any damages sus—
tained by the GOVERNMENT as a result of such suspension or for an} penalties
prescrihéd by Indonesian Law. '

In the event that such suspension of operations continses for a period in
excess of 2 (two) wonths and the suspénsion is not attriﬁufable to force majeure,

the COMPANY will be subject to Article XVII of this Agreement,

24 Surrender for cause.

In the event that the COMPANY has actually commenced operations and is
unable to continue despite reasonably diligent efforts to do so, or if ft has
failed to commence opérations despite reasonably diligent efforts to do so, the
CO¥PANY may, upon 60 (sixty) &ays' prior written notice to the DEPARIMENT, sur-
render its rights and be vrelieved of its unaccrued obligations under the Decree
on “Hak Pengusahaan Hutan" (Porest Concession) and this Agreement, except as

provided by Indonesian Law and Article XX herveof,



__ARTICLE XX,
CONSEQUENCES OF DEFAULT OR SURRENDER FOR CAUSE

1. Obligations of the COMPANY after default or surrénder.

In the event of the termination for default or surrender for cause of this
Agreerent or of the Decree on "Hak Pengusahaan-Hutén" {Porest Concession) as
hereinabove provided, the COMPANY shali nevertheless continue to have the obli-

gation speciffed in Article 13 paragraph 2 of Government Regulatién No. 21 ‘of
1970,

2, Liability of COMPANY after default,

Upon the termination of this Agrecrent or of the Decree on 'Hak Pengusahéan
Rutan' (Porest Concession) for defavle, the COMPANY shall also be fully. liable
for any damages resulting therefrom, in addtion to_its'liabiiity under the |
penal sanctions specified in Article 16 of ‘Goverament Regulation No, 21.of 1970
and any other.épplicable provisions of Indonesian Law, 7 B N

The DEPARIHENT shall have the right to resort to the security here;nafter
provided in the form of a perfOrEance bond in addition to any and all other re-

pedies for Eaking good any damages sustained by it hereunder.

3,  Disposition of property of COMPANY following expiration or termination.

Upon the expiration or earlier termination whether as a result of defaulth

or surrender for cause, of the Decrée on "Hak Peagusahaan Hutan" (Ferest Con-
cession) and of any extensions or renewals thereof :

a, The COMPANY shall leave in good and safe vunning order all fixed assets
such as buildings, roads, warehouses, railroads, airstrips, harbours and
docks constructed by the COMPANY under this Agreement and all equipment
necessary for continued operations within the Wirk Area and the same
shall becorme the property of the GOVERNMENT without compensation to the
COMPANY .

b. Subject to any claims which the DEPARTMENT may have against the COMPANY,
all normal stockpiles and other liquid assets used by the COMPARY in
connection with its operations and activities under this Agreerment shall
rerain the property of the COMPANY and may be freely uithdtawn,.ex-
ported,rsold or otherwise disposed of, provided, however, that the
DEPARTMENT shall have the first right to purchase at a fa{r price:to be
deternined among the parties, not exceeding cost to the COMPANY,

The DEPARTMENE shall exercise such right to purchase withiao 90 (ninety)

days after the ternination of the Decree on "Hak Pengusahaan Hutan"



{Porest Concession), If not exercised, the COMPANY may remove such
stockpiles and other liquid assets from the Work Area,

€. At the expiration or earlier termination of the term of the Decree on
"Hak Pengusahaan Hutan'" (Forest Concession) and this Agreement, or
when no longer needed by the COMPANY, any such property of the COMPANY
in Indonesfa, movable and immovable, as shall be in usa for puble pur-
poses such as reoads, schools and hospitals, shall be aﬁtomaticaliy
transferred as a gift to the COVERNMENT,

__ARTICLE XXI.
PERFORHANCE BOND

1. Peposit of perfornance bond

The COXPANY shall on the signing of the Decree on "Hak Pengusahaan Hutan
{Forest Concess:on) deposit with the DEPARI&EHT a performance bond in the amount
of US.$. 13,250.- (thirteen thousnd nine hundred and fifty Us. Dollars) which
shall be held by the DEPARTMENT during the period of tbis Agree:ent and any
additional /reneval thereof, as security for the due performance by the COHPANY
of its obligations under this Apreerent.

The performance bond shall be as seciurity of the COMPNAY to thé DEPARTMENT,
In the event the DEPARIKENT receives paycent theréunder as penalty-in case of
default, the acount thereof shall be replenished to its original value.

2. DEPARTIENT recourse to pefforéance bond.

In case the COMPANY fails to comply with this Agreecent or fails to fulfil
the requirements according to the existing Indonesian Law, the DBPARTHENT eay
have recourse to such bond in whole or in part as full or partial conpensation

to the DEPARTMENT for damages sustained by the COVERHHEN” hereunder.

ARTICLE XXII.
FORCE :{UEDRE.

1. Ceneral.

Any failure by the DEPARTMENT or by the COMPANY to carry out its obligations
under this Agteecent shall not be deered a breach of contract or default if such
failure is caused by force zajeure or reasons beyond such party's control.

If perforsance is deiayed, curtailed or prevented by any of such causes, then

anytinng in this Agreerent to the contrary notvithstanding, the time for carring



ouk thé'obligations thpréby affected and the terms of this Agreement specified
in Article 7 shall each be extended for a period equal to the total of the per-
iods during which such causes or their effect where operative,

For the purpose of this Agreement, force majeure shall include wars, in-
surrections, civil disturbances, earthquakes, storms, floods or other adverse
weather conditfons, explosions, fires, lighting, riots, bolckades, epidemics,
acts of God, over which the affected party has no control and which rust be of
such a nature as to delay, curtall, or rake tirely compliance with 1ts obligations
under this Agreerent iwpossbile for the party affected,

2, Notice, :
' 'The_party whOSe'ability to perform its obilgations'is affected by force
najeure shall notify the other party thereof in writing, stating the cause, and

the parties shall endeavour to do all veasonably within thefr power to remove

such ecause,

-

ARTICLE XXIIL.
RECORDS ARD AUDIT.

The provisions of this Article XXIII shall not be deered to liamit the
rights of the COVERNMENT and/or any DEPARTHENT'thereof, or the obligations of
the COMPANY under Indonesfan Law. |

The COMPANY shall keep and maintaihKat its'principql place of business In
1ﬁdqnésia throughtout the tera 6f'this.Ag;eeEent and have availsble for a period
of at leést 10 (ten) jébrs thereafter, copplete, true and accurate books of
account, records, files, letters and docurents of every nature whatsoever as are
necessary so that {t can denons@rate,‘tﬁe COHPASY's'compliaﬁce with this Agree-
ment and with Indonesian Law. ‘. | ' '

The GOVERNMENT Ehrough his éonpekeqt‘agenciés shall have the right of full
and free access to éll such materials, including the righf to make copfes there
of, or extracts therefron.

In.addition, upon the written reQueét:of the GOVERNMENT or ény DEPARTHENT
thereof, the COMPANY shall cake avéiléble at its expenses, such eaterfial at suéh

places and times as shall be requested.
The COYPANY shall also make available, at its expenses, such of fts offf-
cers and emsployees as the GOVERNMENT may specify to discuss the QOMPANY's finance,

accounts, and affairs, Such officers or eirployees shall, bring with then such

eaterials as eay be specified.



In addition to ény other requirement of Indonesian Law, the COMPANY shall
maintain books of accounts in US.3$ . dollars In respect to disburserents and
receipts in foreign currency, and in_both ruplahs and US.$. dollars in respect
to receipts and disbursements in ruplanhs, _

The books of account of the COMPANY shall be maintained fin accordance with
generally accepted accounting principles applied on consistent basis and shall
contain all informatfon, correctly stated for the purpose of the Pecrec on "Hak
Pengusahaan Hutan" (Forest Concession) and to facilitate the determination of
all matters relating to payments required under this Agreerent, to taxes and to
such othef rmztters as to which payeents may be due to the GOVERNMENIT.

Within 120 (one hundred and twenty) days after the end of each Fiscal year,
the COMPANY shail submit to the BEPARTHENT a balance shéet as of the end of such
year, a staterent of profit and 1033 for the year then ended, and a statement of
sources and application of funds for the year then ended. s

Such financial statements shall be prepared in accordance with generally
accepted accounting principles applied on a consistent basis and shall be cer-
tified by a firm of independent certified pﬁblic accountants mutually agreed to
by the COMPANY and the GOVERNMENT,

ARTICLE XXIV.
SUPERVISION.

fhe DEPARTMENT shall be entitled to supervise the operations of the COMPAY,
regarding the physical inplementation of the forest exploitation as well as all
its records and correspondence.

The COMPANY shall provide sufficient facilities and assistance to that the safd
superiison can be effected orderly and ef[eciively.

The DEPARTMENT shall determine the procedure and regulations for the super-—
vision covering : planﬁing,'reporting, field exanination regarding forest ex-
ploitation according to cuffent regnlations.

The COMPANY will use scaling procedures and equiprent declared valid
officially by the DEPARIMENT for the scaling of its products, its processing,
transportétion and trade.

By signing this Agreement the COXPANY shall be bound to execute all provi
sions centained in this agreement and to carry out the prevailing regulations on
forest exploitation. .

The COMPANY agrees to maintain accurate and complete administration and

books concerning its exploitation, production, inventories, sales, Eutting.



developrent and operational expenses including fn the operations under this
Agreerent and to make reports requived by the DEPARTHENT,

If after having made investigation, the DEPARTHENT comes to the conclusion
that the COMPANY has failed to fulfil the provision in this Article, then thé
DRPARTHMERT shall be entitled to carry out or to make good the failure by the

offfcials of the DEPARTMENT, or with the assistance of third parties at the ex~
pense of the COMPANY.

_ ARTICLE XXV,
GENERAL PROYVISIONS.

1, Agteement'contains entive undefstanding.

This Agreement grants no rights except as expreSsly provided heréin.
Without limiting the generality of the foregoing, no rights are hereby granted
with respect to minerals, oil, natural gas, chemicals, precious or semi-precious

stones, agricultural cultivation or products, and any other natural resources.

2. DEPARTMENT's right to examine bocks of account.

The DEPARTMENT reserves the rights to examine, regulate and determine the
books of account involved in any transactions in order that the DEPARTHENT way
be assured that the matters reflected in the books and records of the COMPANY
for tax and other purpogses are ture. The DEPARTMERT may require reports of
transactions between the COMPANY and affiliated or other compaines and in this
cage the COMPANY nust give an éxtenseve descreption of such transactions.

The forepoing pa;agrabh shall be interpreted to give the DEPARTMENT such
povers as are necessary to assure that all transactions will be reflected on
the books of the COMPANY in accordance with the true consideration and to pre-

vent the COMPANY from avoiding paying to the DEPARTMENT full amount due to the
DEPARTHENT. )

3. Notices.
Any notice or other communication given hereunder to any party shall be in
writing and delivered at or mailed to its address which @
a). in the case of the DEPARTMENT shall be @
DIREGIORATE GENERAL OF FORESTRY
Jin. Salewha Raya No. 16, JAXKARTA.
B). in the case of the COMPARY shall be :
A COMPANY

— 10t -



provided that any party may by notice desfgnate a changed address for such’ party,
Any such notice, £f mailed and properly addressed, shall be deemed given
on the second business day’ after mailing fn Jakarta, Indonesia, postage prepaid,
and by airmail tf wailed to or fronm overseas,
If the notice fs sent by telex, telegram or cabiegram it shall be deemed
given at the time of actual receipt thereof by’éhe other party, provided that
the party giving such notfce shall send notice of confirmation within one busi-
ness day after the glving of such notice,

4. Non-assignability,

This Agreement shall be binding upon and inure &6 the benefit of the
parties hereto and their respective successors and assigns, but the COHPANY

shall not assign this Agreerent or any rights hereunder without the expréss
written consent of the DEPARTMENT,

5. Headings for convenience only.

The headings appearing in this Agreemeat are inserted for convenience only
and shall not affect the Eeaning or 1nterpretation of this Agreezgnt Or any pro-—
vision hereof,

6, Governing Law,

This Agreerent is made and entered into in the Republic of Indonesia and
the validity, interpretation, construction, perforeince and effect hereof, and
each and every tera, covenant, provision and eondfition hereof, and each and all
of the rights and-remedies arisiang hereunder, shall in any event and in any pro-
ceeding, Court or Jurisdiction, in the Republic of Indonesia or otherwise, and

for all purposes, be governed by the Zaws of the Republic of Indonesia.

7. Rights and renédies cunutative,

The rights and remedies of the DEPARTMENT hereunder shall be cumulative

and in addition to any other rights or remedies it zay have under Indonesian
Law,

8. Reports.

In addition to any reports which may be required under this Agreerent or
by Indonesian Law, the COMPANY éhail=ptépate and submit to the DEPARTMENT reports
refexced to below.

Such reports shall be prepared on forms furnished by the DEPARTHMENT or
other agencies of the GOVERNMENT. The réports shall be subnftted at such ber—
iodie intervals as may be appropriate to keep thée DEPARIMENT fullyaand promptly

inforced as to whether such obligations have been performed within the time
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prescribed,

Each such rebort shall be signed by a duly authorized officer of the
COMPANY. All reports shall be submitted fn 6 (six) copfies,
9. Addendyn,

Any amendment or additfon to this Agreement, 1f deemed necessary by the
DEPARTHENT or by both parties, shall only be fncorporated in this Agreement in

the form of an addendum prepared according to the procedure especially made for
such purpose.

Signed in

JAXARTA,
On : Januwary 1979
DEPARTMENT OF AGRICULTURR OF THE REPUBLIC OF THOONESIA,
sgd.
(SOEDJARNO) .~

Director General of Porestry

A COMPANY
sgd.

AlPresfident Divector

~Translated from the Indonesian language by ke,

P.H. Tandiean S.H., Sworn Translator.

Jakarta, February 1979

P,H, Tandigan S.H.
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