PROCEDURES FOR STIPULATING AND OFFERING

e R

WORK AREAS OF

OIL AND NATURAL GAS
(Regulation of the Minister of Energy and Mineral Resources Number 35 Year 2008,
Dated November 12, 2008)

THE MINISTER OF ENERGY AND MINERAL RESOURCES,

Considering:

a. thatin the framework of enhancing and facilitating the
preparation, stipulation and offering of work areas of
oil and natural gas as govemed in Regulation of the
Minister of Energy and Mineral Resources Number 040
Year 2006 on Procedures for Stipulating and Offering
Work Areas of Oil and Natural Gas, it's necessary to
review Regulation of the Minister of Energy and Min-
eral Resources No. 040 Year 2006;

b. that having regards ietter a and in order t0 implement
the provision of Article 4 of Government Regulation Num-
ber 35 Year 2004 on Upstream Oil and Natural Gas Busi-
ness Activities as already amended by Government
Regulation Number 34 Year Z0US, It IS necessary to
stipulate a regulation of the Minister of Energy and Min-
eral Resources on Procedures for Stipulating and Of-
fering Work Areas of Oil and Natural Gas;

In view of:

1. taw Number 22 Year 2001 (BN No. 6696 pages 16A-
27A and so on) on Petroleum and Naturai Gas (Stat-
ute Book of the Republic of Indonesia Year 2001 Num-
ber 136, Supplement to Statute Book of the Republic of
Indonesia Number 4152);
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2. Govemnment Regulation Number 35 Year 2004 (BN No.

7137 pages 224-314 and se on) on Upstream Oil
and Natural Gas Business Activities (Statute Book of the
Republic of Indonesia Year 2004 Number 123, Supple-
mentto Statute Book of the Republic of Indonesia Num-
ber 4435) as already amended by Government Regu-
lation Number 34 Year 2005 (Statute Book of the Re-
public of Indonesia Year 2005 Number 81, Supplement
to Statute Book of the Republic of Indonesia Number
4530);

. Presidential Decree Number 187/M Year 2004 (BN No.

7128 page 11A) dated October 20,2004 as ajready
amended several times and the latest by Presidentiol
Decree Number 77/P Year 2007 dated August 28, 2007;

. Decree of the Minister of Energy and Mineral Resources

Number 1088 K/2C/MEM/2003 dated September
17,2003 on Technical Guidelines on the Fostering, Su-
pervision, Regulation and Controf over Upstream and
Downstream Oil and Natural Gas Business Activities;

. Reguiation of the Minister of Energy and Mineral Re-

sources Number 0030 Year 2005 dated July 20, 2005
on the Organization and Working Arrangement of the
Ministry of Energy and Minetal Resources;

6.Requiation . ... ..



6. Regulation of The Minister of Energy and Mineral Re-
sources Number 03 Year 2008 dated February 5, 2008
on Guideline and Procedures fgr Retuming Part of Work
Area which is not used by production sharing contrac-
tors in the framework of increasing the production of

oil and natural gas;

DECIDES:

To stipulate:

THE REGULATION OF THE MINISTER OF ENERGY AND MIN-
ERAL RESOURCES ON PROCEDUERS FOR STIPULATING
AND OFFERING WORK AREAS OF OIi. AND NATURAL GAS.

CHAFTER 1
GENERAL PROVISION
Article 1
Referred to in this regulation as:
L. work Area shall be a certain area in Indonesia's mining
jurisdiction designated to exploration and exploitation.

2 QOpen Area shall be a part of Indonesia's mining juris-
diction not yet stipulated as work area.

3. Available Work Area shall be work area once offered
in tender for work area or direct offering of work area
but the winner cannot. be stipulated.

4. Offering of Work Area shall be a series of activities in
the framework of offering certain work area to busi-
ness entitics or permanent establishment to under-
take exploration and exploitation in a work area in a

tender for work area or direct offering of work area,
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5.

0.

Business Entity shall be a company in the form of
statutory body which runs business permanently,
continuaily and established in accordance with leg-
islation in force as well as working and domiciled
in the territory of the Unitary State of the Republic

of Indonesia.

Permanent Establishment shall be a business entity
established and in the form of statutotry body outside
the territory of the Unitary State of the Republic of
Indonesia, which conducts activity in the territory of
the Unitary State of the Republic of Indonesia and
obliged to abide by legislation in force in the Republic
of Indonesia.

Tender for Work Area shall be a mechanism of the
offering of work area whose area is prepared by the
Directorate General.

‘Direct Offering of Work Area shalt be a mechanism of

the offering of work area whose area is proposed by
business entity or permanent establishment.

Joint Stucly shall be an activity executed jointly by busi-
ness entity or permanent establishment and the Direc-
torate General in the fraeework of direct offering of
work area by means of inventorying, processing and
evaluating data to ascertain potential of oil and natural

gas.
Rid Dacument shall be a document containing infor-

mation about tender for work area or direct, officering

of work area.



11.

12.

13.

14

>

15.

Participating Document shall be a document sub-
mitted by business entity pr permanent estab-
lishment to participate in tender for work area
ar direct offering of work area in accordance
with the requirements stipulated in bid docu-

ment.

Data shall be all facts, directives, indications and
information in the form of writing (character),
figure (digital), picture {analog), magnetic me-
dia, documents, bitumen sample, fluid and other
forms which are vbtalned from general survey,
exploration and explgitation of oil and natural

gas.

Joint Cooperation Contract shall be a production shar-
ing contract or other contract of joint cooperation in
the exploration and exploratioh, which rather benefit
the state and the cutput is used maximally for the
people's welfare.

Exploration shall be an activity intended to obtain in-
formation about geological condition to find and pre-
dict oit and natural gas reserves in the stipulated wark

dared.

Exploitation shall be a series of activities intended to
produce oif and natural gas from the stipuiated work
area, consisting of drliling and completion of weii,
development of transport, storage and processing fa-
ciiities for the separation and purification of oil and
natural gas in the field as well as other supporting

activities.
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16,

17,

Minister shall be the minister in charge of oil and natu-

ral gas busingge activities.

Minister shall be the ministry in charge of oil and natu-
rai gas business activities.

19. Executive Board shall be a business entily establisivd

19.

20.

21,

23.

24,

to control upstream business activities in the oil and
natural gas sector.

PT Pertamina (Persaro) shall be a state-owned limited
labllity company (Persero) established on the basls of
Government Regulation Number 31 Year 2003 on the
Change in the Status of State Cil and Natural Gas Min~
ing Company (PERTAMINA) into a state fimited liability

company (Persero).

Directorate General shall be the Directorate General in

charge of cil and natural gas affairs.

Diractor Generat shall be the Director General in charge

of ail and natural business affairs.

. Work Area Offering Team shall be a tam assigned to

provide considerations in the framework of the offer-

ing of work area.
Bidding Team shall be part of the work area offering
tearn assigned tv evaluate afd judge tender partici-

pants in the framework of tender for work area.

Evaluating Team shall be a part of the work area

offering team assigned to evaluate and judge



joint study and tender participants in the frame-

work of the direct offering of work area.

CHAPTER IT
POLICY ON THE OFFERING OF WORK AREA
Artidle 2
(1) The Minister shall stipulate policies on the stiputa-
tion and offering of work areas of oil and natural

gas.

(2) Preparation, stipulation and offering of the work area
as meant in paragraph (1! shall be done by the Direc-
tor Generat by paying attention to consideration of the
executive board.

(3) The offering of work area as meant in paragraph (1)
shall be done through tender for work area and direct
offering of work area.

(4) In the framework of preparing, stiputating and offer-
ing work area, the Director General shall stipulate a
work area offering team with the members consisting
of representatives of units within ministries, executive
board and universities.

Article 3
The Minister shall stipulate policies on the prepa-
ration, stipulation and offering of the work areas as meant
in Article 2 paragraph (1), on the basls of technical and
economic considerations, risks and efficiency and principles
of transparency, justice, accountability and fair business
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CHAPTER III
PREPARATION OF WORK AREA
Part One
GENERAL
Article 4
(1} The Director General shall prepare work areas to be
offered to business entities or permanent establish-
ment, which resuit from open area.

(2) The open area as meant in paragraph (1) shall result
from, among others:
a.

b.

areas never stipulated as work area;

part of work area which s set aside on the basis of
joint cooperation contract;

. work areas having joint cooperation contract ex-
piring;

part of work area never developed and/or being or
once produced , which is set aside on the bacsis of
recommendation of contractor;

part of area never developed and/or once produced,
which is set aside on the basis of request of the
Minister.

Part Two
Preparation of Work Arca in the Framework of
Offering Work Area through Tender for Work Area
Article 5
(1) The preparation of work area as meant in Article 4 in
the framework of offering work area through tender
for work area shall be done by the Directorate General

through technical and economic evaluation as well as

data processing.



{2) In order to implement the technical, economic evalua-

tion and data processing as meant in paragraph (1),
the Director General may appoint other parties having
capabllity and expertise and/gr data in accordance with
the provisions of legisiation.

(3) Based on the result of the technical and economic evaiu-

ation as well as data processing as meant in para-

graph (1}, the Director General shall formuiate;

a. borders of work area by using a grid system;

b. technical procedures, mechanism and requirements
for the offering of work area;

¢. model and basic provisions of joint cooperation con-
tract.

(4) The Director Generat shall submit to the Minister rec-

ommendation about the stipulation of work area to be
offered to business entities ot permanent establish-
ment In accordance with the result of the technical
and economic evaluation as wei as data processing as

meant in paragraph (3).

Part Three
Preparation of Work Area in the Framework of
the Offering of Work Area through
Direct Offering of Work Area
Article 6

(1) The preparation of the work area as meant in Ar-

ticle 4 in the framewark of the offaring of work
area through the direct offering of work area shall
be done by the Directorate General on the basis of
proposal of business entities or permanent estab-

flishment.
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(2) The proposal of direct offering of work area as
meant in paragraph (1) may only be submitted to
open area not yet evaluated for reservation in the
framework of tender for work area by the Direc-
tarate General.

(3} The direct affering of work area for the recommended
area as meant in paragraph (2) shall be subject to
joint study first.

(4) The recommendation about the the direct offering
of work area for the open area as meant in Article
4 paragraph {1} letter b, ¢, d and e may only be
done following the issuance of written approvai
with regards to reservation or termination by the
Minister.

(5) Business entities or permanent establishments may
recommend the direct offering of wark area in the
available work area to the Director General as fong
as the area has not been reserved again in the
{ramework of tender for work area by the Director-
ate General.

Artide 7

Recommendation about the direct offiering of work
area for part of work area never developed and/or cur-
rently or once produced, which is set aside on the basis of
recommendation of contrachors and part of work area never
developed andfor once produced, which is set aside on
the basis of request of the Minister as meant in Article 4
paragraph (1) lether d and € may only be submitted by
business entties.



Articde 8

(1) The recormendation about the direct offering of work

area as meant in Article 6 and Article 7 shall be sub-

mitted in writing to the Director General by enclosing

the foliowang requirements:

a. borders of the recommended open area or avail-
able work area In accordance with grid goode and
not exceeding 8 (eight) grids;

h. hrdef report on geological potential of oil and natu-
ral gas, covering brief history of exploration activi-
ties, availability and access of data representing
the recommended area, regional geology, petro-
leurn syster and exploration concept;

¢. inthe case of the direct offering of work area being
recommended to part of the work area as meant in
Article 4 paragrap (1) ietbter d and, the recom-
mendation shall be accompanied by estimated re-
serves, estimated production, field production plan
and field economic study;

d. profile of business entities or permanent establish-
ment, covering among others:

1. adtivities of business line of the said business
entities or peymanent establishments;

2. financial statement in the last 3 (three) years,
alreaxly audited by registered public accountants
in accordance with the provisions of legislation
in force, in the case of the business entities or
permanent establishments have been estab-
lished over three years;

3. certificate from prime bank domiciled in

Jakarta, which certifies that the business
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entities or permanent establishment have fi-
nancial capability to finance joint study, in the
case of new business entities or permanent es-
tablishments;
4. having human resources expeniendng in the field
of oil and natural gas;
e. statement of readiness to give up guarantee for
the implementation of joint study;
f. action plan of joint study and time frame.

(2) In the case of the requirements as meant in paragraph

(1) being dedared incomplete, the recommendation
shall be retumed to business entities or permanent
establishments and shall not be recorded as recom-
mendation about the direct offering of work area.

(3) Business entities or permanent establishments already

fulfilling the regirements as meant in paragraph (1)
shall be recorded as proponent of the direct offering
of work area as from the data of receipt of recom-
mendation by the Director General.

Article 9

(1) In the case of other business entities or permanent

establishments submitting proposal of the direct offier-
ing of work area with the area covering 25% (twenty
five percent) of the previously recommended area in
not later than 14 (fourteen) working days following
the receipt of the recommendation from the business
entities or permanent establishments as meant in Ar-
ticle 8 paragraph (3), the recommended area shall be
reserved for tender for work area.

(Anthecase , ..,



(2} In the case of other business entities or permanent

establishments submitting proposal of the direct offer-
ing of work area with the area covering 25% (twenty
five percent) of the previously recommended area in
not later than 14 (fourteen) working days following
the receipt of the recommendation from the business
entities or parmanent establishmente as meant in Ar-
fide 8 paragraph (3), the following recommending
business entities or permanent establishments shall
be obliged to adjust their area to the recommendation
of the first business entities or permanent establish-
ments,

Ariicle 10
{1} The evaluating team shall evaluate recommendation
about the direct offering of work area already fulfilling
completely the requirements as meant in  Afticle 8

paragraph (3}.

(2) In the framework of evaluating and darifying the data
submitted by the business entities or permanent es-
fablishments as meantin Articdle 8 paragraph (1), the
business entities or permanent establishments submit-
ting recommendation about the direct offering of work
area shal be oblige to make preservation before the
evaluating team.

(3) Following the presentation as meant in paragraph (2),
the business entitics o permanent establishments sub-
mitting recommendation about the direct offering of
work area shall be obliged to convey committement to
joint study, time frame of joint study and other mat-
ters which must be fulfilled in accordance with
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rercomendation of the evaluating team in nat later than
14 (fourteen) working days as from the date of pre-
sentation.

(4) Business entties gr penuanenk establishments not sup-
raitting the whole documents in the period as meant in
paragraph (3) shall be declared resigning and the rec-
ommendation about the direct offering of Work area
already subymitted shall be declared null and void.

Articie 11
(1) The evaluating team shall evaluate the fulfiliment of
the documents as meant in Article 10 paragraph (3)
and convey results of the evaluation to the Director
General.

{(2) Based on recult of avaluation hy the evaluating team,
the Director General shall approve or reject the rec-
ommendation about the direct offering of work area.

(3) In the case of the Director General approving the rec-
ommendation about the direct offering of work area
as meant in paragraph (2), business entjties or per-
manent establishments shall be obliged to conduct joint
study in the recornmentied areafield.

{(4) The Joint study shall be executed in a period of 8 (eight)
months and the period may be extended once for a
maximum period of 4 {four} months.

Articie 12
(1) In the framework of obtaining optimal and proper as
well as scientifically acoountable results, the Direcorate



General may involve other parties having capability and/
or expertises and/or data on the behalf of the Direc-
torate General in the execution of joint study.

(2) All costs and risks arising from the Implementation of
joint study shall be borme and become responsibility of
business entities or permanent establishments execut-
ing joint study.

(3) Business entities or permanent establishments and
other parties executing joint study shall be obliged to
keep secrecy of the data used and produced in the
joint study in accordance with the provisions of legis-
tation.

Artide 13
{1) During the operational period of joint study, business
entities or permanent establishments shall be prohib-
ited from bullding consortium or transferring or hand-
ing over the approval of the direct offering of work
area to ather business entities or permanent estab-
lishments.

(2) Business entities or permanent establishments execut-
ing the direct offering of work area shall be obliged to
give up operational guarantee from prime bank domi-
ciled in Jakarta as much as US$1,000,000 (one million
US Dollar) for the validity period of joint study and shall
be given up in not later than 14 (fourteen) working
days as from the date of 1ssuance of approval of the
direct offering of work area.

(3) Business entities or permanent establishments ex-
etuting the direct offering of work area that couid not
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complete joint study because the business entities or

permanent establishments:

a. resign;

b. are unable to comply with the reguirements in ap-
proval of jont study; or

¢. reduce commitment to joint study or other causes,
the approval of the direct offering of work area al-
ready issued shall be decared null and void and the
Directorate General shall be entitled to disburse
operational guaranies and remil it W Lhe slale cash
as non-tax state revenue.

{4) In executing joint study, business entities or perma-
nent establishments shall be obliged to report the
progress of joint study tw the Ditectorabe General peri-
odically or at any time: if necessary,

(5) Business entities or permanent establishments al-
ready securing approval of the direct offering of
work area may not recomimend The direct ofTering
of work area for other new area until the joint study

is completed.

Article 14
(1) In the case of business enlities or permanent estab-
lishments submitting recommendation about the direct
offering of work area being consortium and any of the
members of consortium resigning during the executiof
of joint study, other members of the consortium may

continue the ImplemerniLation of juint study.
(2) In order to continue joint study, the other members of

consortium as meant in paragraph (1) shall be obliged
to convey:



a. statement from the resigning member of consor-
tium; and

b. statement of readiness to continue joint study.

{3) Based on the submitted documents as meant in para-
graph (2), the Directorate Genaral ¢hall conduct ad-
ministrative change related to approval of the direct
offering of work area.

Artide 15

(1) Business entities or permanent establishments already
securing approval of the direct offering of work area
as meant in Article 11 paragraph (3) shali be obliged
to enhance the quality of data and colledt data through
gevlogical, geophysics and/or geochemical surveys in
the recommended area in acoordance with the sub-
mitted commitment.

(2) The data as meant in paragraph (1) may be collected
directly by business entities or permanent establish-
ments executing joint study or from general survey
oonducted by other parties in accordance with the pro-
visions of legislation.

Article 16
Bysiness antitics exccuting joint study in work area
resulting from part of the area as meant in Article 4 para-
graph (2) letter d and e shall conduct activities, covering
evaiuation of reserves, predicting production growth and
plan of development of field.
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Article 17
(1) The evaluating team shall evaluate result of joint
study executed by business entities or permanent
estabiishments, covering technica) and economic

aspects.

(2} Based on the result of evaluation as meant in para-
graph (1), the Director General shall recommend area
of joint study to the Minister for stiputation as work

area.

{3) The size of area of joint study which may be recom-
mended to the Minister for sbpulation as work area
shall not exceed 6 (six) grids for offshore area and 4
(four) grids for onchore area.

(4) Business entities or permanent establishments ex-
ecuting joint study shall be given a right to change
bid (right to match}), in other busaness entities or
permanent establishment participating in the ten-
der for the direct offering of work area submitting

a highet bid,

(5) Business entities or permanernt establishiments ex-
ecuting joint study failing to win the the direct of-
fering of the caid wark area chalt give up the whole
collected to the Directorate General in not later
than 14 (fourteen) working days after the winner
of the the direct offering in the said work area is

announced,



Article 18

{1) In the case of joint study being executed by consor-

tium of business entities and/or permanent establish-
ments and result of the joint study being followed up
by tender for the direct offering of work area and any
of the consortium members resigning and not submit-
ting participating documents, the other consortium
members submitting participating document shail con-
tinue to have the tright to match as meant in Article 17

paragraph (4).

(2) In the case of joint study being executed by consor-

tium of business entities and/or permanent establish-
ments and result of the joint study being followed up
by tender for the direct offering of work area and par-
ticipating document submitted by consortium members
as partidpants of the tender for the direct offesing being
more than one, the granted right to Match as meant In
Artide 17 paragraph (4} shail be declared nult and void.

Artidle 19

(1) Business entities or permanent establishments execut-

ing joint study which have completed joint study may
set up consortium or involve other parties in the mem-
bership of consortaum to participate in the tender for
the direct offering of work area and shall have interest
minimally accounting for S1% (fifly one pervent) until

the signing of joint cooperation contract.

{2)The consortium agreement or agreement on participa-

tion of other parties as members of consoritum as
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meant in paragraph (1), shall be submitted in not
later than the moment of delivery of participating

document.

(3) The consortium agreement or agreement on partici-

pation of other parties as members of consortium as
meant in paragraph {2) may not be nullified until the
signing of joint cooperation contract.

{4) In the event that business entities or permanent es-

tablishments executing joint study, which set up con-
sortiurn or involve other parties in the mambership of
the consortium that fail to abide by the provision as
meant in paragraph (1), the granted right to match as
meant in Article 17 paragraph (4) shall be declared

null and void.

Article 20

(1) Startng from the issuance of approval uf direct offer-

ing of work araa to the tender for the direct offering of
wark area, majority shareholders of business entities
or permanent establishments executing joint study shall
be prohibited from transfering their majority shares or
taking other action changing the main controlling party
in the business entities or permanent establishments
executing joint study.

(2) In the event that business entities or permanent estab-

lishments executing joint study that transfer shares or
take other acdon as meant in in paraaraph (1), the
granted right to match as meant in Article 17 para-
graph (4) shall be dedared nul and void,

CHAPTERTV. ..,



CHAPTER IV
STIPLL ATION OF WORK ARFA
Article 21
The Minisetr shall stipulate work area to be of-
fered to business entities or permanent establishments on
the basis of the recommendation of the Director General
as meant in Articie 5 paragraph (4) and Article 17 para-

graph (2).

Article 22

(1) Before the work area as meant in Article 21 is stipu-
lated, the Minister shall consult with governor over-
seeing jurisdisction where the offered work area is
located.

(2) The consultation as meant in paragraph (1) shall be
intende dio provide explanation and obtain informa-
tion about the offering of certain regions deemed po-
tential to contain oil and natural gas resources to be-
come work areas.

(3) The consultation as meant in paragraph (2) shali be
done by the Directorate General,

CHAPTER V
OFFERING OR WORK AREA
part One
General
Artcle 23
(1) The offering of work area as meant in Article 21 shall

be done by the Director General through:
a. tender for work area; and/or

b. tender for the direct offering of work area,.
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(2) In offering the work area as meant in paragraph
(1), the Director General shall set up a werk area
offering team consisting of tender team and ap-

praisal team,

(3) The work area offering team as meant in paragraph
{2} shall consist of representatives of units within min-
istries and executive board, having the main tasks and
functions as well 28 competence in technical, emnnomic,
legal and other fields in accordance with the need, as
well as specialists from universities in accordance wth
the required competence,

Artcle 24
{1) The offering of work area through tender for
work area and tender for the direct offering of
work area shali be done by the Director General
through:
a. announcement of work area through printed me-~
dia, electronic media and other media; and

b. promotion of work area.

{2} In the announcement and promotion of work area as
meant in paragraph (1), the Director General may ap-
point other parties having capability and expertise in
accordance with the provisions of legislation.

Part Two
Procedures for Tender for Work area and Tender for
The direct offering of Work Area
Article 25
(1) Tender for the work area shall be applied to:



a. thework area already stipulated by the Minister as
meaant in Article 21, which is prepared by the Di-
rectorate General as meant in Artidle 5 paragraph
(4} ; and

b. available work area

(2) In the case of the tender for available work area as
meant in paragraph (1) letter b, model and basic pro-
vision of joint cooperation contract already stipulated
shall apply, unless otherwise stipulated by the Minis-
ter.

(3) Tender for the direct offering of work area shal be
applied to work area already stipulated by the Minister
as meant in Article 21, which constitutes result of the
joint study as in Article 17 paragraph (2).

Article 26
(1) In order to offer the work area as meantin Article 25,
the Director General shall prepare and issue bid docu-
ment for every work area which will be offered.

(2) The bid document as meant in paragraph (1) shalt

contain at least:

a. tender procadure;

b. geological information and potential of oil and natu-
ral gas (geological synopsis);

¢. reserves and estimed production of oil and natural
gas; and

d. concept of joint cooperation contract.

Articlc 27

(1) Business entities or permanent establishments that
constitute prospective participants of offering of work
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are shal be obliged to buy bid document in accordance
with the interested work area,

(2} Business ertities or permanent establishments al-
ready buying the bld document as meant in para-
graph (1) shalf be recorded by the Directorate Gen-
eral as prospective participants of wark area or par-
ticipants of tender for the direct offering of work

arca.

(3) In the case of prospective participants of tender
for work area or participants of the direct offering
of work area establishing a consortium, each mem-
ber of the consortium shall be obliged to buy bid
document.

Article 28
(1} In the case of prospective participants of tender for
work area or participants of tender for the direct of-
fering of work area as meant in Article 27 paragraph

(2) planning to continue their participation as partici-

pants of tender for work area or participants of tender

for the direct offering of work area, the participants
shall be obliged to give up to the offering team partici-
pant documents consisting of:

a. application form already filled completely and truth-
fully and signed by executive director or anybody
authorized by executive director.

b. action and budgetary plan for 6 (six) years of ex-
ploration petiod, covering commitmernit for the first
throa years of exploration period (fim commibment)
and commitment for the second three yeats of ex-
ploration period;

¢. commitment ........



c.

commibment to seismic survey, covering kind, plan
of quantitative 1ane of seismic survey and/or planned
location of wildcat well on the basis of results of
geokgical and geophysics survey and technical jus-
tification (engineering) applied in a technical and
montage report, covering at least aspect of petro-
leum system and potential of resources and/or hy-
drocarbon reserves conducted in accordance with
proper tachnical nonms on the basis of suistable
and supporting data by mentioning sources and
enclosing evidence of the collection;

Financiaf capability to finance the action plan for

the commitment in the first three years of explora-

tion period (firn commitment) and other financial
obligations on the basis of the joint cooperation
contract, which are shown by:

1. annual finandal statement of the business enti-
ties or permanent establishments ia the last
three years, already audited by public accoun-
tant;

2. finandal statement of their principal companies,
already audited by public accouniants, inthe case
of the business entities or permanent establish-
ments being subsidiaries; or

3. certificate from prime bank domiciled in
Jakarta, which certifies that prospective par-
ticipants of tender for work area or partici-
pants of tender for the direct offering of work
area have financial capability to finance the
action plan for the firm committment in the
first three years of cxploration period and
other financial obligations on the basis of joint
cooperation contract;
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e. statement of readiness of prospective participants

of tender for the work area or participants of ten-
der for the direct offering of work area to pay bo-
nuses directly, which may not he charged ac np-
eration cost of joint cooperation contract in Indo-
hesia;

. statement regarding agreement on the establish-

ment of consortium and appointment of operator,
which ig binding and could not be nullified until the
joint coaperation contract is signed if the consor-
tium is declared as winner, in the case of prospec-
tive participants of tender for work avea or partici-
pants of tender for the direct offering of work area
establishing a consortium.

. statement certifying that business entities or

permanent establishments being prospective
participants of tender for work area or par-
ticipants of tender for the direct offering of
Work area accept and are ready to sign and
implement the joint cooperation contract as
meant in bid document if they are declared as

winner;

. copy of the purchasing form of bid document;
., copy of the deed of establishment of business enti-

ties or permanent establishments being prospec-
tive participants of tender for wark area nd partic-
pants of tender for the direct offering of work area
acting for themselves or consortium, legalized by
notary/authorized official;

. letter of support from principal company certifying

that the principal ccompany supports the realiza-
tion of the commitment;

k. original bid guarantee;



. letter of statement from prospective participants of
tender for wark area or participants of the direct
offering of work area to abide by result of tender
announced by the govemment;

M. other requirements as stipulated in bid document.

(2) In the case of the would-be offered work area result-

ing from part of the work area meant in Article 4
paragraph (2) letter.d and e, the submitted documents
as meant in paragraph (1) letter b, ¢, and d shall not
apply and be replaced by the following documents;

a. action and budgetary pian of development of fieid,
among others, addition to wells, workover and/or
development of production fadlities and/or advanced
production phase (EOR) as well as commitment to
commencement of production;

b. results of technicaf and coonomic evaluation on the
hasis of cash flow of the plan of development of
field based on proper technical norms on the basis
of the relevant data by mentioning their sources
and enclosing evidences of the coliection;

¢. financial capability to Impiement the action plant
on the basis of joint cooperation contract, which is
shown by:

1. annual finandal statement of the said business
entities already audited by public accountant in
the last three years, or

2. certificate from prime bank domiciled in
Jakarta, which certifies that prospective par-
ticipants of tender for work area or participants
of tender for direct offering work area have
financial capability to finance the whole action

plan.
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Article 29

(1) The participating documents as meant in Article 28

shail be made in duplicate and inserted in a closed and
sealed envelope and given up by prospective.partici-
pants of tender for work area or patticipants of tender
for direct offering work area to the work area offering
team at the moment, in the place and address already
stiputated in the bid documents.

(2) The deadline of delivery of the participating document

as as meant in paragraph (1) shall be as follows:

a. in the case of tender for work area, maximaly
120 (one hundred and twenty) calendar days as
from the date of announcement of tender for work
area;

b. inthe case of tendey for the direct offering of work
area, maximally 45 (forty five) calendar days as
from the date of announcement of tender for the
direct offering of work area.

(3) Based on technical, economic considerations and in

the framework of ensuring the successful offering of
work area, the Directo: General may recomimend the
extension of the delivery period of participating docu-
ment as as meant in paragraph (2) to the Minister.

{4) Prospective participants of tender for work area or

participants of tender for direct oftering work area al-
ready giving up the participating document as meant
in paragraph (1) shall be given evidence of receipt from
the Directorate General as a legitimate evidence of

receipt and shal be recorded as participants of tender
for work area or pasticipants of tender for the direct

offering of work area.
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(5) Prospective participants of tender for work area or
porticipants of tender for direct offering work area nol
giving up the participating document or giving up par-
ticipating documnent but not ablding by the provision on
the stipulated deadline, place and address as meant in
_paragraph (1) shall be dedared null as participants of
tender for work area or participants of tender for the

direct offering of work area.

Article 30
Participating documents already gived up by par-
ticipants of tender for work area or patticipants of tender
for direct offering of Wotk area as meant in Article 29
shall become confidential documents belonging to the state
and may only be opened for other parties for justifiable
purposes in accordance with the provisions of legislation.

Article 31
(1) The opening and examination of participating docu-
ment in the execution of tender for work area shafl be
done by tender team on the presence of minimally 5

(five) members.

(2) In the case of the participating document being not
complete following the opening and examination, par-
ticipants gf the tender for work area shall dedare null

and futher evaluatinn shall not be executed.
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(3)Results of the opening and examination of
particlpating document as meant in para-
graph (1) shall be written down in an account
and signed by members of tender team that

are present.

Article 32
(1) Final evaluation of the participating document in
the execution of tender for work area shall be done
by tender team and shali be attended by minimally
a half plus one of the total members of the tender

team.

(2) The final evaluation as as meant in paragraph (1)
shall be based in criteria for technicat evaluation of
the commitment to the first three years of explora-
tion period (firm commitment), finaciat evaluation
and evaluation of performance of participants of

tender for work area.

{ To be continued )
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PROCEDURES FOR STIPULATING AND
OFFERING WORK AREAS OF OIL AND NATURAL GAS

(Regulation of the Minister of Energy and Mineral Resources Number 35 Year 2008,
Dated November 12, 2008)
[Continued from Business News No. 7836 pages 1A-5A]

Article 33

(1) The opening and examination of participating docu-
ment during the execulion of tender for the direct of -
fering of Work area shall be done by appraisal team
on the presence of 5 (five) members at the minimum.

(2) Inthe case of participating document being found in-
complete fallowing the apening and examination, the
participant of tender for the direct offering of work
area shall be dedared null and further evaluation shall
not be done.

{3) Results of the opening and examination of participat-
ing document as meant in paragraph (1} shall be writ-
ten down in an account and signed by the present mem-
bers of the appraisal team.

Article 34
(1) Final evaluation of participating document in the ten-
der for the direct offering of work area shall be done
by appraisal team and attended by minimally a half
plus one of the total members of the appraisal team.
(2) The final evaluation as meant in paragraph (1) shall

be based on aiteria for technical evaluation uf com-

mitment in the first three years of exploration period

Business News 7838/7-24-2009

{firm commitment), financial evaluation and evalua-
tion of performance of participants of tender for the
direct offering of work area.

(3) Final evaluation of terker for the direct offering of work
area in work area resuing from part of the work area
as meant in Article 4 paragraph (2) letters d and e
shail be based on criteria for technical evatuatian, fi-
nancial evaluation and the amount of production cost

andfor evalualion of performance of business entities,

Parf Three
Direct Offering of Work Area By PT Pertamina {Persero)
Article 35
(1) PT Pertamina (Perserc} may recommend the direct
offering of work arca to the Director General for:
a. area never stipulated as work area;
b. port of work area set aside on the bagis of joint
oooperation contract;
c. work area having joint cooperation contract expir-
ing.
(2) The recommendation about the direct affering of wark

area by PT Pertamina (Persero) as meant in paragraph



(1) may be approved as long as the share of PT
Pertamina (Persero} is 10096 (hundred percent) owned

by the State.

Artidle 36

Pravision on procedures for submitting recommen-
dation about the direct offering of work area, stipulating
work area through joint study, preparing bid document,
and conveying participating document for PT Pertamina
(Persero) shall follow the provision as governed in Artide
6, Article 8, Article 10, Article 11, Artide 12, Article 13,
Article 15, Article 17 paragraph (1), paragraph (2}, dan
paragraph (3), Article 21, Article 22, Article 27, Article 28,

Article 29 and Article 30.

Article 37
Following the receipt of participating document
‘from PT Pertamina {Persero), the appraigal team shall apen
and examine the participating document in accordance with
the provision of Article 33 and final evaluation as meant in

Astidle 34.

Article 38
(1) Based on result of the final evatuation by the appraisal
team as meant in Article 34 the Director General shall
approve or reject bid of PT Pertamina (Persero).
(2) In the case of the bid of PT Pertamina (Persero) as

meant in parograph (1) already enmplying with the
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criberia for technical evaluation of the firmn committmen,
financial evaluation and performance evaluation, the
Director Genera! shall recommend the stiputation of
PT Pertamina (Perscro) a3 the axcoutor of exploration

and exploitation in the said work area to the Minister.

Artidle 39
PT Partamina (Persero) alreacly stipulated ag the
executor of exploration and exploitation in the work area
as meant in Article 38 paragraph (2) shall be prohibited
from transferring its share during the period of joint coop-

eration contract.

CHAPTER VI
BID GUARANTEE AND OPERATIONAL GUARANTEE
Article 40

(1) Participants of tender for work area or partidipants of
tender for the direct offering of work area as meant in
Artide 29 paragraph (4) shall be obliged to give up bid
guaraantee acoounting for 100% (one hundred per-
cent) of the bid value of signature bonus upon giving
up participating document.

(2) The validity period of the bid guarantee as meant in
paragraph (1) shall be 6 (six} months as from the
moment of delivery of participating document and may
be extended in accordance with the need related to

the execution of tender for work area or tender for the

direct offering of work area,



(3) The bid guarantee as meant in paragraph (2), shall be

in the form of a guarantee from prime bank domiciled
in Jakarta, which certifies the readiness of the said
bank to guarantee and provide funds amounting to
100% (one hundred percent) of the bid value of signa-
ture bonus of participants of tender for work area or
participants of tender for the direct offeting of Wilayah

Kerja.

(4) Inthe case of a participant of tender for work area or

participant of tender for the direct offering of work
area as meant in paragraph (1) resigning or declared
as winner of tender for work area or tender for the
direct offering of work area being unready to sign joint
cooperation contract, the participant shall be deemed
failing to win the tender for work area or tender for
the direct offering of work area and the Director Gen-
eral shall be entitled to disburse bid guarantee and the
guarantee shall be remitted to the state cas as non-

tax state revenue.

(5) Unless contractor pays signature bonus up to 30 (thirty)

calendar days as from the signing of joint cooperation
contract, the Director General shail be entitled to dis-
burse bid quarantee and the guarantee shall be remit-

ted to the state cas as non-fax state revenue.

Article 41

(1) Participants of tender for work area or participants of

tender for the direct offering of work area as meant in
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Article 29 paragraph (4) shall be obliged to give up

operational guarantee accounting for:

a. 10% (ten percent) of the total firm commitment to
exploration in the first three years of the explora-
tion period, or minimally US$1,500,000 (one mil-
Iion. US dollar) for the area as meant in Article 4
paragraph (2) letters a, b, and ¢; or

b. 10% (ten percent) of the budget of the whole com-
mitment to action plan for the first two years of
exploration period or minimally US$1,000,000 (one
million US Dotllar), which is bigger, for the area as

meant in Article 4 paragraph (2) letters dand e.

(2) The operational guarantee as meant in paragraph 1)

shall be given up to the Director General in not later
than the moment of signing of joint cooperation con-

tract.

(3) The validity period of the operational quarantee as

meant in paragraph (1) letter a shall be 3 (thyee) Years
following the signing of joint cooperation contract and
the validity period of the operational guarantee as
meant in paragraph (1) letter b shall be 2 (two) Years

from the date of signing of joint tooperation contract.

(4) The value of the operational guarantee may be sub-

tracted gradually in accordance with annual working

program on the basis of notification by the executive

board to the Director General.

{5) Participants of tender for work area or participants of

tender for Lthe direct offering of work area already



signing joint cooperation contract that are unable to
fulfill their obligation to execute commitment to the
first 3 (three) years of exploration period {firm com-
mitment) or commitment to the first two years of the
exploration period and other financial obligatidns on
the basis of joint mopeéﬂon contract, the Director
General, based on notification from the Executive Board
shall disburse the operational guarantee as meant in
paragraph (1) and the guarantee shalt be remitted to

the state cash as non-tax state revenue.

CHAPTER VII

CRITERIA FOR EVALUATING TENDER FOR WORK AREA

AND
THE DIRECT OFFERING OF WORK AREA

Article 42

(1) Final evaluation of partidpants of tender for work arca

or participants of tender for the direct offering of work

area and work area as meant in Articlc 4 parograph

(2) letter a, b, and c shall be based:

a. technical evaluation of commitment to the first three
years of the exploration period {firm commitment);

b. financial evaluation; and

¢. evaluation of performance of business entities or

permanent establishments.

(2) The technical evaluation as meant in paragraph (1)

letter a shall cover:
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a. commitment to seismic survey, covering:kind, plan
of orbit and quantity of seismic survey, and
b. commitment to the number of new fiekd wildcat well
amd planned locations thereof on the basis of re-
sults of geological and geophysic evatuation and
technical justification in compliance with proper
technical norms, based the suitable and supporting
data, whereln the whote data and Information are
presented in a montage covering at least aspects
-of pebroleum system and potential of resources and/
or hydrocarbon reserves, including the rationality

of finanding.

(3) The technical evaluation as meant in paragraph (2)

shall constitute the prime cvaluation in determining the

rating on the basis of rationai and applicable bid.

{4) Thefinancial cvaluation as meant in paragraph (1) letter

b, shall be applied to:

a. the amount of signature bonus; and

b. financial capability of executing action plan for the
firm commitment in the first three years of the ex-
ploration period and other financial obligations on
the basis of joint cooperation contract, reflected in
the annual financial statements of the said busi-
ness entities or permanent establishments in the
last three years or finandial statements of their prin-
cipals already audited by public accountant or based
on certificate from prime bank domiciled in Jakarta,

which certifies that the participants of tender for



work area or participants of tenders for the
direct offering of work area have funding ca-
pability of financing the work action plan for
the firm commitment in the first three years
of the exploration period and other financial
obligations on the basis of joint cooperation
contract;

c. the budget of firm commitment in the first three
years of the expleration period.

(5) Thefinandial evaluation as meant in paragraph {4) shall
constitute the second evaluation in determining the
rating.

(6) The evaluation of performance of business entities or
permanent establishments as meant in paragraph (1)
letter c shall be applied to:

a. experience in the oil sector; and
b. compliance to legislation in force in Indonesia, for
companies onoe operating ih Indonesia.

(7) The performance evaluation as meant in paragraph
{6) shall constitute the third evaluation ih determining

the rating.

Article 43
Excluded from the provision as meant in Arlidle
42 paragraph (2), having regards to the need for
exepediting exploration In an offered work area, the tech-
nicat evaluation as meant in Article 42 paragraph (1) letter

a, shall be apptied to:
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a. commitment to seismic survey, covering kind, plan of
orbit and quantity of seismic survey; or

b. commitment to new fiekd wikdcat well and the planned
location thereof on the basis of result of geological
and geophysic evaluation and technicat justification (en-
gineering), which is applied in a montage and executed
in accordance with proper technical norms on the ba-

sis of the suitable and supporting data.

Articie 44

(1} Final evaluation of participants of the direct offering of
work area in part of the work area as meant In Article
4 paragraph (2) letter d and e shall be based:

a. technical evaluation;
b. finandal evaluation;
c. production cost; ard
d. evaluation of petrformance of business entities.

{2} The technical evaluadon as meant in paragraph (1) |
letter a shall be applied to action plan for the firm com-
mitment in the first iwo years, supported by evalua-
tion of reservoir, technical justification and economic
analysis based gn wash Mow of ficld development on
the basis of the proper and right technical norms.

{3) The technical evaluation as meant in paragraph {2)
shall constitute the prime evaluation in determining
rating on the basis of rc;ﬁonal and applicablc bid.

{(4) The finandal evaluation as meant in paragraph (1) letter

b shali be applicd to:

a. signature . ...



a. signature bonus; and

b. financial capahility of supporting the plan of devel-
opment of fleld, reflected in annual financial state-
ments consisting of comorate balance sheet and
profit-loss report already audited by public accoun-
tant

(5) The financial evaluation as meant in paragraph (4) shall
constitute the second evaluation in determining the
rating.

(6) The produdtion cost as meant in paragraph (1) letter ¢
shall be denominated in US$/barvel for petroleum and/
or US$/Miflion British Thermai Unit (MMBTU) for natu-
ral gas.

(7) The evaluation of the production cost as meant in para-
graph {6) shall constitute the third evaluation in deter-
mining the rating.

(8) The evaluation of performance of business entities or

- permanent establishment as meant in paragraph (1)
letter d shall cover:
a. experience in the ofl field; and
b, compliance to legistation in force in Indonesia, for
coimpanies once operating in Indonesia.

(9) The pesformance evaluation as meant in paragraph
(8) shall constitute the fourth evaluation in determin-
ing the rating,

Article 45
In the case of the participant of tender for the
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work area or participant of tender for the direct offering of
work area being only one, the participant shall not he stipt-
lated automatically as candidate for the winner-in the ten-
der for work area or the direct offering of work area un-
less the particdipant complies with the criteria for the evalu-
ation as meant in Article 42, Article 43, or Artide 44.

CHAFTER VITT
STIPULATION OF EXECUTOR OF EXPLORATION OR
EXPLOTTATION IN WORK AREA
Part One
Stipulation of Winner of Tender for Work Area
Article 46

{1)Based on result of the examination of participating docu-
ment as meant in Article 31 and the final evaluation
as meant in Article 32, the tender team shall submit .
the sequence of rating of candidates for the winner of
tender for work area to the Director General.

(2) Based on the sequence of rating of candidates for the
winner of tender for work area as meant in paragraph
(1}, the Director General shall submit recornmenda-
tion to the Minister to stipulate the winner of tender
for the work area.

Article 47
(1) Based on the stipulation of the Minster as meant in
Article 46 pavagraph (2), the Director Generat shail
submit a written notification to the winner of tender

for, .. ...



for the work area as the executor of exploration and
exploitation in the work area,

{2) In not later than 14 (fourteen) working days following
the receipt of notification as meant in paragraph (1),
the winner of tender for work area shall submit a let-
ter of readiness to fulfill the whole commitments in
participating document, including approval of concept
of joint cooperation contract to the Director General,

(3) In the case of the winner of tender for work area not
submitting letter of readiness or resigning in not later
than 14 (fourteen) working days as from the date of
recelpt of the notification.as meant in paragraph (2),
the Director General shall recommend the Minister to
stipulate the winner of the subsequent rank as the win-
ner of tender for work area.

(4) Unles the the winner of the subsequent rank in the
tender for the work area as meant In paragraph (3) is
available, the work area shall become available work

area.

Pait Two
Stipulation of Winner of the Direct Offering of Work Area
Article 48
(1) In the event that in net later than 45 (forty five) cal-
ender days as from the date of announcement of the
direct offering of work area as meant in Articdle 24,
none of business entities or permanent establishments
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express their interest in the work area, the appralsal
team shall conduct the final evaluation as meant in
Article 42, Article 43, Article 44 and Article 45 for the
bids submitted by participants of tenders for the direct
offering of work area executing joint study in accor-
dance with the submitted participating document as
meant in Article 29.

(2) Based on result of the final evaluation by the appraisal
team as meant in paragraph (1), the Director General
may approve or reject recommendation of parﬁdpanls
of tender for the direct offering of work area that
executue joint study,

{3) In the case of result of the final evaluation by the ap-
praishl team as meant in paragraph (1) already com-
plying with the criteria for evaluation as meant in Ar-
ticle 42, Article 43, Artide 44 and Artide 45, the Direc-
tor General shall recommend the stipulation of partici-
pants of tender for the direct offering of work area
executing joint study as the executor of exploration
and exploltation in the work area to the Minister.

Artidle 45
(1) In the event that in not later than 45 (forty five) cal-
ender days as from the date of announcement of the
direct offering of work area as meant in Article 24,
none of business entities or permanent establishments
express their interest In the work area, the appraisal

team shall conduct the final evaluation as meant in

Aide 42,. ...,



Artide 42, Article 43, Article 44 and Artide 45 for the
bids submitted by the respective participants of ten-
ders for the direct offering of work area in accordance
with the submitted participating document.

(2) In the event that the result of final evaluation of par-
ticipating document submitted by participants of ten-
der for the direct offering of work area executing joint
study is lower than bid of other participants of tender
for the direct offering of work area interested in the
said work area, the participants of tender for the di-
rect offering of work area executing joint study may
exercise the right to match as meant in  Article 17
paragraph (4) with the provision that the bid is mini-
mally equivalent to the highest bid for the technical
and financial commitments.

(3)In the event that participants of tender for the direct
offering of work area executing joint study being ready
to revise the bid as meant in paragraph (2), the Direc-
tor General shall recommend the stipulation of partici-
pants of tender for the direct offering of work area
executing joint study as the winner of tender for the
direct offering of work area to execute exploration and
exploitation in the work area to the Minister.

{4) In the event that the participants of tender for the di-
rect offering of work area executing joint study are not
ready to change the bid as meant in paragraph (2),
the Director General shall recommend the stipulation

of participant of tender for the direct offering of work
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area having the highest value as the winner of tender
for the direct offering of work area to execute explora-
tion and exploitation in the work area to the Minister.

(5) In the event that the executor of joint study already
completing joint study in a specified area does not
partidpate in the tender for the direct offering of work
area in accordance with the provision of this regula-
tion, the right to secure the area through right to match
the highest bid shall be null legally.

Article 50

(1) Based on the stipulation of the Minister as meant in
Article 48 paragraph (3), Artide 49 paragraph (3) dan
paragraph (4), the Director General shall submit writ-
ten notification to the winner of the direct offering of
work area.

(2) In not later than 14 (fourteen) working days as from
the date of receipt of notification as meant in para-
graph (1), the winner of tender for the direct offering
of work area shall convey letter of readiness to fulfil
the whole commitment in participating document, in-
cuding concept of joint cooperaticn contract to the
Minister.

(3) In the case of the winner of tender for the direct of-
fering of working area hot conveying letter of readi-
ness or resigning in not later than 14 ¢fourteen) work-
ing days as from the date of receipt of notification as
meant in paragraph (2), the Director General shall

recommend, .. .,



recommend the stipulation of partidipant of tender for
direct offering in the subsequent rank as the winner of
tender for the direct offering of work area to the Min-
ister.

(4} In thecase of the winner of tender for direct offering
of work area in the subsequent rank as meant in para-
graph (3) being not available, the work area shall be-

come available work area.

Article 51
The right owned by participants of tender for the
direct offering of work area executing the joint study as
meant in Artide 49 paragraph (2) shall be dedared void in
the case of:

a. the participants being declared null as participants of
tender for the direct offering of Work area as meant in
Artide 49 paragraph (5);

b. the participants of tender for the direct offering of work
area executing joint study being stipulated as winner
but not conveying letter of readiness to fulfili the whole
commitments in participating document, including the
approval of concept of joint cooperation contract as gov-

emed in Article 50 paragraph (2).

CHAPTER IX
TRANSITIONAL PROVISION

Article 52

With the enforcement of this regulation, the
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application of coordinate border system in the tender for
work area and the direct offering of work area already
approved before the stipulation of this regulation shall re-
main effective and the provisions of this reguiation shall
apply to procedures for the offering thereof.

CHAPTER X
CONCLUSION
Article 53

With the enforcement of this reguiation, Regula-
tion of The Minister of Energy and Mineral Resources Num-
ber 040 Year 2006 regarding Procedures for Stipulating
and Offering Work Area of Oil and Natural Gas shall be

revoked and declared null and void.

Article 54
The regulation shall come inta force as from the
date of stipulation.

Stipulated in Jakarta
On November 12, 2008
THE MINISTER OF ENERGY AND MINERAL RESOURCES

sad
PURNOMO YUSGIANTORO
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