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LEMBARAN-NEGARA
REPUBLIK INDONESIA

No. 1, 1957, MODAL ASING. PENANAMAN. Undang-Undang No. 1
tahun 1967, tentang Penanoman Modal Asing. (Pen-
jelasan dalam Tambahan Leml: ran-Negnra No. 2818)

DENGAN RAHMAT VUHAN YANG MAHA ESA,
PRESIDEN REPUBLIK INDONESIA,

Menimbany:

a. bahwa kekuatan ekonomi putensiil yang dengan kurnia [uhan
yarg Maha Esa terdapat banvak di selurub. wilayah tanah air
yang belum diolah untuk dijadikan kekuatan ekonomi riil,
yang antara lain disebabkan oleh karena Letindaan modal,
pengalaman dan tekhnalogi;

b. bahwa Pancasila adulah landasan idiil dalara membina * sistim
ekonomi {ndonesia dan yang senantiasa harus tercermin dalam
setiap kebijubiunann tkonomi;

¢. bahwa pembangun. ckonomi berarti peigolahan kekuatan

ekonomi potensiii menjadi  kekuatan. ekonomi riil melaly;
penanaman modal, penggunann tekhnolog!, penambahan pe-
ngetahuan, peningkstan keframnilan, penambahan kemam-
buin berorginisasi da. managemen;

23T

d. bahwa penanpgulsng . Kemerosctan eion ymj serta pemba-

ngunan lebilt Ifui dwd potensi okonoms harus didasarkan

kevada kemumpuurn serig kesanggupan rakvat Indonesia sen.
dir-
VI

asuntuk wiendosark: n kepada kemam-
puan sertu Rosungyupan sendiri tidax  Le.eh menimbulkan
d
ok

Keseganan untul mersenfztkan patensi-pot ensi modal, tekh.
nologl dac 5L vane orsedia uarl luar negeri, selama segala
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sesuaty benar-benar diabidikan kepada kepentingan ekonomi

rakvat tanpa mengakibatkan Kelergantungan terhadap luar

negeri; )

f, _c&m.:f.m penggunaan modal using periu a_a_msmpmﬂwmz. secara
maksimal untuk mmpercepat UmBUm_:mcES ekonomi Indo-
nesia serta digunakan dalam bidang-bidang dan sektor-sektor
yang dalam wakiu dekat belum dan atau tidak dapat dilaksa-
nakan oleh modal Indonesia sendiri; .

g. bahwa perlu diadakan ketentuan-ketentuan yang jelas untuk
memenuhi kebutuhan akan modal guna ﬁmaw_mamﬁﬁm: naslo-
nal, disamping menghindarkan keragu-raguan dari pihak modal
asing;

Mengingat: .

1. Pasal 5 ayat (1), pasal 20 ayat (1) pasal 27 ayat (2) dan pasal
33 Undang-undany, Dasar;

2. Ketetapan Majelis Permusyawaratan Rakyat Sementara Re-
publik Indonesia No. xx::?%mmﬁmmm tentang Pembaha-
ruan Kebijaksanaan Landasan Ekonoml, i{euangan dan Pem-
hangunan: .

3. Aoﬁwcﬁ MPRS/1966 tentang Politile Luar Negerl berdasarkan
Pancasila; Ny

1. Undang-undang No. § tahun 1960 tentang Peraturan Dasal
Pokok-pokok Apraria;

5. Undang-undang No. 37 Prp tahun 1960 tentang Pertambary-
an dan Undang-undang No. 44 Prp tahun 1960 tentang Per-
tambangan Minyak dan Gas Bumi; _

6. Undang-undanyg No. 32 tahun 1964 tentang Peraturan Lalu
Lintas Devisa; . .

Dengan persctujuan Dewan Perwakilan Rakyat Gctong Ro-

YONg;

Memutuskan:
Menetapkan: .
Undang-undang teatang Penanaman Modal Asing.

BAB L
PENGERTIAN PENANAMAN MODAL ASING.

Pasal 1.

Pengertian penamaman modal asing di dalam Undang-undang
ini hanyalah meliputi penanaman modal asing secara langsung
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yang dilakukan menurut atav berd.osarkan ketentuan-ketentuan
Undang-undang ini dan yang diginakan unuik menjalankan
perusahaan di Indonesia, dalam arti bahw: pemilik modal secara
lungsung  menanggung risiko dari nenanaman modal tersebut.

Pasal 2,

Penpertian modal asing dalam Undang-uncang ini ialah:

4. alat pembayaran luar negeri vang tidak merupakan bagian
dari kekayaann devisa Indonesiy, yang dengan persetujuan
Pemerintah digunakan untuk pembiayaan perusahaan di
Indonesia.

b. alat-alat uinluk perusahaan, termasuk penemuan-penemuan
baru mil'k crang asing dan bahan-bahan, yvang dimasukkan
dari luar ke dalam wilayah Indonesia, selama alat-alat tey-
sebut tivak dibiayal dari kekayaan devisa Indonesia. <

¢. bagian dari hasil perusahaan yang berdasarkan Undang-undang
ini diperkenankan ditransfer, tetapi dipergunakan untuk meg-
membiayai perusahaan di Indonesia.

8

BAB II
BENTUK HUKUM, KEDUDUKAN DAN DAERAH
BERUSAHA.

$1asari Situmeang, FISI

(1) Perusahaan yang dimaksud cdalam pasal 1 yang dijalak
kan untuk sel'iruhnya atau bagian t rbesar di Inconesia mocummm
kesatuan perusahaan tersendiri haru. berbentuk Badan Hukum
menurut Hukum Indonesia dan b:rkedudukan di Indonesig,

(2) Pemerintabh menetapkan apalah sesuatu perusahaan om.
jalankan untulk; seluruhnye atau bagian terbesar di Indonesia s@
hagai kesatuan perusahaan tersendiri,

Pasal 4.

n modal

@©

Pemerintah menetapkan daerah berusaha nmucmmbmm:.bmw:mm.

haan modal asing di Indonesia dengan memperhatikan perkenfy

bangan ekonemi nasional maupun ekonomi daerah, macam pef

usahaan, besarnya penanarman modal dan keinginan pemilik m@-

dal asing sesuai dengan rencana pembangunan Ekonomi Nasio-
nal dan Daeraly.
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WA BRI
BIDANG UsAHA MODAL ASING.
Pasal 5.

coperiwlan bidimg-bidany wsais
S0l el vy,

R TR ATV FE TP

wieed meendidnisnd poesinr penting datiun
wa laia produkst senjule. iesia, udat-

alal peledns dan o peraditon peany dilarane sama sekalio b
crodin s, \

fasul T,
Sefain vang tersebut pade pasal 6 ayat (1) Pemerintah dupat
__:_,.:Z,.ErE,_ bidang-bidany usaha tertentu dimana tidak boleh
gl ditunam modal asing,
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Pasal 8.

(1) Penanaman modal asing & buw.ang pertambangan dida-
sarkan puda suatu kerja sama Jdengan Pemerintah atas dasar
kentrale karea atau bentuk jain sesuai de 1gan peraturan perun-

dangen yang berlaku.
(2) Sistitz korja sama atas dasar kontral karya atau dalam

pentuk lain dapat dilaksanakan dalam bidzng-bidang usaha lain
vang asnn ditentukan oleh Pemeriniah.

BAB 1V.
TENAGA KERJA.

Pasal 9.

Pemilik modal mempunyai wewenaig sepenuhnya untuk me-
nentukan direks perusahaan-perusahzan dimana modalnya diD
o

tanam,

2008

Pasal 10.

Perusabizan-perusuhaan mnodal asmp wajib memenui kebu-g
tuhan akan tenaga  Kerjanya dengan warganegara H:;o:mm“mm
kecual: datans hinl-hal tarsebul pada pasal 11. =

=

n

Pasal 11. w

Verusahagn-perusihaan modal as.ny! diizinkan Smsamﬁm:mrmﬁm
atau menggunakan tenaga-tenaga pimmnan dan tenaga-ienaga ahl

warganegara asing bagl jabutan-jubztin yang belum dapat diis€

dengai: lenaga herju warganegara Indonesia. :

asing.

Pasal 12,

Perusahaan-perusahaan modal asing berkewajiban, menyelengS
garakan danjatsu menyediakan fusilits-fasilitas latihan dan cmsm
didikan di dalam: dan/atau di luar negeri secara teratur dan tere
arah bagi wargmnegara Indonesia dersian tujuan agar Umnm:mmﬁm
angsur lenaga-tenaga Wargancgara using dapat diganti oleh tenage
tenaga warganegara Indonesia.

Pena

Pasal 13.
Pamerintah mengawasi pelaksanain ketentuan-letentuan da-
lam pasal-pasal 9, 10, 11 dan 12.

(1]
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BARB I[L
BINANG UsAHA MODAL ASING

Pasa' .
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modal s

Yasal 7.

Selinn vany _S;.mnc.g.._. pada pasal & ayat (1) Pemeripiah dapat
w:.r,_:.r__._:crE.. bithug-bidanz usaha tertentu dimana twdak boleh
lagi ditunam mocdal asing,

A
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Pasal 8.

(1) Penanaman modal asing di blcang pertambangan dida-
sarkan puda suatu kerja sama dengan Pemerintah atas dasar
rontrzk karya atau bentuk lain sesnal dengan peraturan perun-
dangan yang berlaku.

(2) Sisthm kerja sama atas dasar K
bentuk lain dapat dilaksanakan dalam
yang 420 uitentukan oleh Pemerintah,

sntrak karva atau dalam
bidang-bidang usaha lain

BAB 1V.

TENAGA KERusA.
Pasul 9. m
Pemilik modal mempunyai Wewena.ig sepenuiinya untuk me-
nentukan direksi perusahaan-perusahaan dimana modalnya di-5
tanarm. DI_.
2
Pasal 10. o
Perusaizan-perusashaan modal asing wajib memenuhi wmds.m
tuhan akan tenaga Kerjanya dengan warganegara Indonesiao

kecuali c'alam hal-hal tersebut pada pasal 11,

ari Situm

Pasal 11,

Perusahaan-perusihuan modal asing diizinkan mendatangkang
atau menggunakan .eiaga-tenaga pimpinan dan tenaga-tenaga mr:w
warganegara asing bagi jabatan-jabaten yang belum dapat diisgz
dengan tenaga Ferja warganegura Indonesia. :

S

m

asing..

Pasal 12.

Perusahaan-perusahoan model asing berkewajiban, menyelengws
garakan danjutau menyeaickan fasil't ss-fasilitas latihan dan peng
didikan di daam dan/atau di luar negeri secara teratur dan terE
arah bagl warganegata Indonesia dengan tujuan agar berangsurg
angsur lenaga-tonaga v arganegara asin: dapat diganti oleh H:mmmm
tenaga warganeyara [ndonesid, G

n

Pena

Pusal 13.
Femerintah mengawasi pelaksanaan, ketentuan-ketentuan da-
lam pasai-pasal 9, 10, 11 dun 12.

(a1
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BAB V
PEMAKAIAN TANAH,
Pasal 14.

Untuk keperluan perusahran-perusahaan madal asing dapat
diberikat tunah dengan hak guna-bangunan, hak guna.usaha dan
hak pakiu menurut peraturan perundangan yang berlaku,

Bal VI,

KELONGGARAN-KELONGGARAM PERPAJAKAN DAN
PUNGUTAN-PUNGUTAN LAIN.

Pasal 15.

Kepada perusahaan-perusahaan inodal asing diberikan kelong-
garun-kelongguran perpiyakan  dan  pungulan lainnya sebpgai
berikut;

a. Pembebasan dari:

1. Pajuk perseroan atas keuncungan untuk jangka wakio
tertentu yang Liduk melebihi jangka walktu 5 (lima) tabun
terhituny dari saat usaha tersebut mulai berproduksi;

2. Pajakdividen ilas bagian java yang dibayarkan kepatla
pemepang saham, sejach laba tersebut diperoleh dalum
jangka walktu yang tidak melebihi waktu § (lima) tahun
dari sant usaha tersebut dimulai berproduksi:

3. Pujak perseroun atas keuntungan tormaksud dalam pusa
19 subr a, yang dittnam koembali dalam perusahaan hor-
sangkutan di Tndonesia, untuk jangka waktu tertentu
yong tidak mewebiti jangka waktu 5 (lnna) tahun ‘erhi
tung dari saat penanaman kembali;

4. Bea masuk pada waktu pemasukan barang-barang pur-
lengkapan tetap ke dalem wilayah Indonesia seperti r.ie-
sin-mesin, alat-alal kerja atau pesawal-pesawat yang di-
perlukan untuk menjalankan perusahaan itu;

5. Bea Meterai Modal atas penempataa modei vang berasul
dari penanaman modal asing.

e e A= e R =TLT C ITT — S = s

e T

T
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b, Kernngana: .
1. Alus pengeniwn pajak persere i dengan suatu tarp yang
sruporsionil setinggl-tingginy o lima _cEt:: _ perseratus
untuk fangka wakua yane tidik melebihi 5 :E:_: tahun
sosudal, jungka waktu pembehusan sebagal yang dimaksud
dulum ad a, angka 1 tersebut d atas; o
2. Dengan cara memperhitungk in kerugian yang diclerita
selama aangka waktu pemoel asan vang &_ﬁmrm:a. pada
huruf a cngka 1, dengan keus tungan yang harus dikena-
kan pajak setelah jangka waktu tersebut n:m.EH
3. Dengan mengizinkan penyusitan yang dipercepat atas
alat-aiat peslongkapan tetap.

Pusal 16.

. [ce]

1) Pemberian Relopggaran-Xelonggaran mmamduruz dan pg
agulan-puagutan lain terscbuy dalam pasal 15 dilikukan dengafl
meagngat prioritas mengenal bidany bideng usaha mmcmmESE@_
yang dimaksud dalam pasal 5. , o
(2 Sefain zelonggaran-kelonggaren perpajahan dan pungufs
an-uungutan lain tersebut dalam ayat (11 pasal inl maka dengalir
Peraturan Yemoerinrah dapat diberikan .emhbahan rm_u:mmﬁﬁmu
kelonggaran itu Kepada sesuatu perasahaan modal asing yang
sangat «liperlukan bagi pertumbuhan ckonomi. S

2

n

Pasat 17. =

Pelaksanaan ketentuan-ketentuan dalam pasal 15 dan 16 d@
telapkan otel. Pemerintah, m
4

BaB VIL

g

JANGEKA WAITTU PENANAM: N MODAL ASING, 5
HAK TRANSFER DAN REPATRIASL M

©

Pasal 18. 2

Dalum setiap izin penanaman mocal asing Eﬁmsﬁcwms jangkd
waktu heriakuava yang tidak meleb hi 30 (tiga pulun} .,.urcﬂmma

nan

Pasal 19.

()

(1) Kepada perusabaan modal asing diberikan hak transflr

dalam valuta asli dari modal atas dasar nilai tukar yang berlaku
untule:

=i
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A, keuntuazin vang dipercleh modal sesudubh dikurangi pagi
pajak den kewajiliuekewgjioan pembayaran lain di Indone
sla.

b, biaya-biaya yung bernubungan deigan tenaga asing yang o
pekerjalain di indoncsia,

¢. biava-biuva lain vang ditentukan lelii lanjut;

. penyusuiu alas alut-alal perlengkapan teiap;

¢, Kumpernsasi dulain hail nasionalisasi.

(2y  Poelnbsanuan ransfer ditentukan lebib lanjut oieh Peme
rirnttah,

Pasal 20,

[ranster g Diresifar copatrias: modal tidak dapat ddzinkan
selitma Eelonsearae-kelbanggaran perpujakan don pungulan-ea
nrutan lain vary tersebut pada pasal 70 masih beriaku, Pelal o

naan lebih Fnpas diotur oleh Pemerintah.

BARB VIIL
NASTINALISAS] DAN KOMPENSASL

Pasad 21,

Pemenntaly Leduk akan melakukar irdakan nasionalisoasi
pencabutan hak milik secivea weayeluruh adas perusaboan-peru.
sahaat modad asing ateu tindakan-tindakan yang meegurang: hik
menguisal dwfzlin mengurus peruszhaan vang bersangkutan,
kecuali jika dengan Undang-undung dinyalaken kepentingan Ne-
vara menghendala tindakan demikian.

lasal 22,

(1) Jikalau diadakan tindai.an seperli terselul pada pasa! 21
maka Pemerintah wijib memberikan kompensasifganti rugi vang
jumiah, macam dan cara pembavarannya disetujui oleh keduw
belah pihak sesual dengan azas-azas hukum internasional yaus
herlaku,

(21 Jikahw o ledua belah pihale tidak tercapad persetu
juan mengenud junlah, nacem dan cara pembayaran Kompensasi
tersebut muks skan diadakin arbitrase  yvang pulusannva mengg-
kut kedua belak nibak,

(31 Badun arbivease ordind darl Gga orany vany dipilih olei
Pemerintabh dan pemilik modal mosing-tnrsing salu orang, <
orang ketige sebagal keigaava yang dipilih persama-sama oleb
Pemerintah dare penilik woiddal,

3
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BAB IX.
KERJA SAMA MODAL ASING DAN MODAL NASIONAL.

Pasal 23.

(1) Dalam bidang-bidang usaha y wg terbuka vm% modal
asing dapat diadakan kerja sama antara modal asing dengan
modal nasional dengan mengingat kctentuan dalam pasal 3.

{(2) Pemerintah menetapkan lebih lanjut bidang-bidang usaha,
pentuk-bentuk dan cara-cara kerja sam.i antara modal asing dan
1noda! nasional wengan memanfaatkau 'modal dan keahlian asing
dalam bidang ekspor .serta produksi barang-barang dan jasa-jasa.

Pasai 244,

Keuntungan yarg diperoleh pertsahaan medal asing sebagal
hasil kerja sama antara medal asing dar modal nasional tersebut
pada pasal 23 setelah dikurangi pajuk-pejak serta kewajiban-ke-
wajiban lain yang harus dibayar di Indonesia, diizinkan untuk
ditransler dalara valuta asli dari modal asing yarg bersangkuian
seimbang dergan bagian modal asing yar.g ditanam.

Pasal 25.

Ketentuan-ketentuan dalam Undang: .:E..Sm_Em Bm:.mm:& ke-
longgaran pespajakan dan jaminan terhedap :um_o:m::_.mﬂ maupun
pemberian kompensasi beclaku pula urtuk modal asing tersebut
dolam pasal 23.

BAB X,
KEWAJIBAN-KEWAJIBAN LAIN BAGI PENANAMAN
MODAL ASING.

Pasal 26,

Perusahaan-p >-usahaan modal asing viajib mengurus dan me-
ngendalikan nerusahaannya sesual dengan azas-azas ekonomi
perusahaan dengan tidak merugikan kepz2ntingan Negara.

Pasal 27.

(1) Perusahaan tersebut pada pasal 3 yang seluruh modalnya @

adalah modal asing wajib memberi kesnmpatan partisipasi bagi
modal nasional secars effektif setelal. jangka waktu tertentu
dan menurut imbangan yang ditetapkun oleh Pemerintah.

., Nurmasari Situmeang, FISIP-Ul, 2008
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(2) Jikalaw partisipasi termaksud cualam ayat (1) pasal ini
dilakukan dengan penjualan saham-scham yang telah ada maka
hasil penjualan tersebut dapat ditransfer dalam valuta asli dari

modal asing yang bersangkutan.
BAB XL
KETENTUAN-KETENTUAN LAIN

Pasal 28.

(1) Dalin melaksanakan ketentuan-ketentuan Undang-un-
dang ini harus ada koordinasi antara badan-badan Pemerintah

vang bersangkutan untuk menjamin keserasian daripada Kkebi--

jaksanann Pemerintah terhadap modal asing,
(2) Caras-cara penyelenggaraan koordinasi tersebut akun di-
tentukan 'ebih lanjut oleh Penierintah,

Pasal 29.

Ketentuan-kelentuan Undang-undang ini berlaku bagi pena-
naman maodal asing yung dilakukan setelah berlakunya Undang-
undang ini baik dalam perusaiiaan-perusahaan baru maupun da-
lam pesasahaan-perusahaan yang telah ada untuk menyelengga-
rak i penpluasan danfatau pembaheruan,

BAB XIL
KETENTUAN PERALIHAN.,

Pasal 30.

Hal-hal yang belum diatur dalam Undang-undang ini akan -
tetapkan lebih lanjut oleh Pemerintah,

BAB XIIL
KETENTUAN PENUTUP

Pasal 31.
Undang-undang ini mulai berlaku pada hari liundangkan,

10
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118

Aear supava seidap oreng dapat nengetabuinya, memerintal
rrart ' . . . . .
wan ortgundangzn Undang-undang ini dengan pencmpatannya
Gulmn Lemsbaran-Negara Repubiik [rdonesia.

Diswikan di Lm.wmhwm
pada tenggal 10 Januari 1967.
Presiden Republik Indonesia,

SUKARNO.
Diundangkan di Jakarta
sada tanggad 10 Januar 1967.
Snkretiris Negara,

MOID. ICHSAN.

., Nurmasari Situmeang, FISIP-Ul, 2008
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AGREEMENT BETWEEN
THE GOVERNMENT OF THE REPUBLIC OF KOREA
AND THE GOVERNMENT OF THE REPUBLIC OF INDONESIA
CONCERNING THE PROMOTION AND PROTECTION OF
INVESTMENT '

Signed at Jakarta February 16, 1991
Entered into force March 10, 1994

The Government of the Republic of Korea and the Government of
the Republic of Indonesia (hereinafter referred to as "Parties"™);

Bearing in mind the friendly and cooperative relations existing
between the two countries and their peoples;

~ Intending to create favorable conditions for investments by
investors of one Party In the temrritory of the other Party on the basis of
sovereign equality and mutual benefit; and

Recognizing that the promotion and protection of such
investments will be conducive {o the stimulation of individual business
iniliative  and to foster prosperity in both countries;

Have agreed as follows:
Article 1
For the purpose of this Agreement:

(1). "Invesiments” means every kind of asset invested by investors,
including but not exclusively:
a) movable and immovable property and any other property rights
such as morigages, liens or pledges;
. b) shares, stocks and debentures of companies wherever
incorporated or interests in the property of such companies;
c) claims to money or to any performance related {o investments
having a financial value;
d) intellectual property rights including copyright, commercial
trademark, patents, industrial design, know-how. trade secre's
and trade names, and goodwill;

119
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e) business concessions conferred by law or under contract related
to investment including concessions to search for, cultivate,
exiract or exploit natural resources.

(2) "Investors™ means nalionals or companies of a Party who effected or
are effecting investments in the territory of the other Party.

(3) "Nationals" means:

a) with respect to the Republic of Korea, physical persons who are
deemed to be nationals of the Republic of Korea in accordance
with its laws;

b) with respect to the Republic of Indonesia, persons who, according
to the laws of the Republic of Indonesia, are Indonesian nationals.

(4) "Companies" means:

a) with respect to the Republic of Korea, juridical persons or
companles or associations, whether or not with limited liability
and whether or not for pecuniary profit, incorporated in the territory
of the Republic of Korea and existirig in accordance with its laws;

b) with respect to the Republic of Indonesia, any company with a
limited liability incorporated in the territory of the Republic of
Indonesia, or any juridical person constituted in accordance with
its laws.

(5) "Retums” or "Incomes” means the amount yielded by an investment
and particutar, though not exclusively, includes profit, interest, capital
gains, dividends, royalties or fees.

(6) "Territory" means:

a) in respect of the Republic of Korea, the tesritery of the Repubiic
of Korea as defined in its [aws and pafs of the continental
shelf and adjacent seas, over which the Republic of Korea
has sovereignty, sovereign rights in accordance with internationai
l[aws.

b) in respect of the Republic of Indonesia, the territory of the
Republic of Indonesia as defined in its laws and pafis of the
continental shelf and adjacent seas, over which tha
Republic of [ndonesia has sovereignty, sovereign rights in
accordance with international law.

Article 2
Promotion and Protection of Investment
(1) Either Party shall encourage and create favorable conditions for

investors of the other Party to invest in its territory, and snall admit
such capital in accordance with its laws and requiations.

Penanaman modal asing..., Nurmasari Situmeang, FISIP-Ul, 2008




(2) Investment of investors of either Party shall at ali times be accorded
fair and equitable treatment and shall enjoy adequate protection and
security in the territory of ihe other party.

Article 3
Scope of the Agreement

This Agreement shall apply to investments by investors of the
Republic of Korea in the temitory of the Republic of Indonesia which have
been granted admission in accordance with Law No. | of 1967 on Foreign
Capital Investment and any law amending or replacing it, and lo
investments by investors of the Republic of Indonesia in the temitory of the
Republic of Korea which have been granted admission in accordance with
the Foreign Capital Inducement Act as amended on December 1883 and
any law amending or replacing it both at or after the entry into force of this
Agreement.

Article 4

(1) Neither Party shall in its territory subject investments effected by, and
income accruing to, investors of the other Parly to treatment less
favorable than that which it accords to investments effected by, and
income accruing to, investors of any third State. -

(2) Neither Party shall in its temtory subject investors of the other Party, as

regards their management, use, enjoyment or disposal of their

investment, as well as to any aclivity connected with these investments,

to treatment less favorable than that which i accords {o investors of
any third State.

{(3) Notwithstanding preceding paragraph, investments made by investors
of one Party in the territory of the other Party shall be accorded fair
and equitable treatment not less favorable than that which latter Party
accords to its own natiopals or companies according to its applicable
laws and regulations.

(4} The treatment mentioned above shall not apply to any advantage or
privilege accorded to investors of a third State by either Party based on
the membership of that Parly in a customs union, common market, free
lrade zone, mullilateral economic agreement! or based on an
agreement concluded between that Party and a third State on
avoidance of double taxation or based on crossborder trade
arrangement.
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Article 5
Compensation for Damages and Losses

Investors of one Party, whose investments in the territory of the
other Party suffer losses owing to war or the armed conflict, revolution, a
state of national emergency, revolt, insurrection or riot in the territory of the
latter Party, shall be accorded by the latler Party, as regards restitution,
indemnification, .compensation or any other sefilement, treatment no less
favorable than that which the latter Party accords to its own nationals or
companies or to investors of any third State.

Article 6
Expropriation

{1) Investments of investors of either Party shall not be nationalized,
expropriated or subjected to measures having effect equivalent to
nationalization or expropriation (hereinafter referred to as
"expropriation”) in the temitory of the olher Party except for a public
_purpose related to the intemal needs of the expropriating Party and
against full, prompt and effective compensation. Such compensation,
including interest from the date of expropriation, shall amount to the
market value of the investment expropriated prior to the moment in
which the decision to expropriate is announced or made public.
Compensation shali be made without undue delay, effectively
realizable and freely transferable. The legality of any expropriation and
its procedures, the amount and the method of payment of
compensation shall be subject lo review by due process of law in
accordance with the existing laws and regulations of the expropriating

Party.

(2) Where a Parly expropriates the assets of a company which is
incorporated or constituted under the law in force in any pan of its
territory, and in which nationals or companies of the other Party own
shares, it shall ensure that the provisions of paragraph (1) of this
Article are applied to the extent necessary to guarantee compensation
provided for in that paragraph to the owners of those shares.

Articlo 7
Repatriation of Investment

(1) Each Party shall within the scope of its laws and regulations in respect
to investment by investors of the other Party grant to those investors
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without unreasonatle delay and after they have complied with all thejr

tax obligations the transfer of:

a) capital and additional capital amounts used to maintain and
increase investments;

b) net operating profits including dividends and interests in
proportion to the share-holding of the foreign participant;

c) repayment of any loan and the relevant interest thereof, as far as .
is refated to the investment;

d) payment of royallies and services fees as far asitis relatec
to the investment: '

e) proceed from sales of shares owned by the foreign share hoiders;

f) compensation for damages or losses;

g) compensation for expropriation;

h) proceeds received by investor in case of liquidation;

i) the eamings of nationals of one Party who are allowed to work in
connection with investment in the temitory of the other Party.

(2) To extent an Investor of either Party has not made another
arrangement with the appropriate authorities of the other Party in
whose territory the Investment of such investor is situaled, cumrency
-transfer made pursuant to paragraph 1 of this Ariicle shall be pemittag
in the currency of this original investment or in any other freely
convertible currency. Such transfer shall be made at the prevailing rale
of exchange of the date of transfer with respect to current transactions
in the currency to be transferred.

(3) Notwithstanding the preceding paragraph, either Parly rhay maintain
laws and regulations requiring reports of currency transfers.

Article B
Subrogation

fn case one Party or its designated agency has granted any
guarantee against non-cornmercial risks in respect of an invesiment by iis
investor in the temitory of the other Party and has made payment to such
investor under that guarantee, the other Party shall recognize the transfer
of the rights of such investor to the former Party or any of its designated
agency. The subrogation of the latter shall not exceed the original rights of
such investor. As regards the transfer of payments to be made to the other

Party by virtue of such subrogation, Aricle 6 and 7 shall apply
respeclively.
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Article 9
Settlement of Disputes between Investors and the Parties

(1) Any dispute arising between a Party and the investor of the other shall
be seftled amicably.

(2) In the event that such a dispute cannot be settled within twelve months
between the parties to the dispute through pursuit of local remedies,
then the investor affected may submit the dispute to the "Intemational
Center for the Settlement of Investment Disputes”, for the application
of the arbitration procedures provided by the Washington Convention
of 18th March 1965 on the "Settiement of Investment Disputes
between States and Nationals of other States™.

Article 10
Settlement of Dispute between the Parties Concerning
interpretation and Application of the Agreement

(1) Disputes conceming the interpretation or implementation of this
. Agreement shall be seftled amicably through diplomatic negotiation
" between the Parties.

(2) If a dispute between the Parties cannot thus be setiled, it shall upon
the request of either Party be submitted to an arbitral tribunal.

(3) Such an arbitral tribunal shall be constituted for each individual case in
the following way. Within two months of the receipt of the request for
arbitration, each Party shall appoint one member of the tribunal. Those
two members shall then select a national of a third State who on
approval by the two Parties shall be appointed Chaiman of the
Tribunal. The Chaiman shall be appointed within two months from the
date of appointment of the other two members.

(4) If within the periods specified in paragraph (3} of this Article the
necessary appointments have not been made, either Party may, in the
absence of any other agreement, invite the President of the
International Court of Justice to make any necessary appointments. If
‘the President is a national of either Party or if he is othenwise
prevented from discharging the said function, the Vice-President shali
be invited to make the necessary appointments. If the Vice-President
is a national of either Party or if he too is prevented from discharging
the said function, the member of the International Court of Justice next
in seniority who is not a national of either Party shall be inviteg to
make the necessary appointments.
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(5) The arbitral tribunal shall reach its decisions by a majorty of votes.
Such decision shall be binding on both Parties. Each Party shall bear
the cost of its own member of the tribunal and of its representation in
the arbitral proceedings; the cost of the Chairman and the remaining
costs shall be bome in equal parts by the Parties. The tribunal may,
however, in its decision direct that a higher proportion of cost shall be
borne by one of the two Parties, and this award shall be binding on
both Parties. The tribunal shall determine its own procedure.

Article 11
Application of other Provisions

Whenever any issue is governed by this Agreement and by any
other Agreement to which both are parties, more favorable provisions shall
be applied to the investors.

Article 12
Entry into Force, Duration and Termination

(1) This Agreement shall enter into force on the date when the Parties
notify each other that all legal requirements for its entry into force have
been fulfilled. '

(2) This Agreement shall remain in force for a period of ten years and
shall continue in force thereafter for another period of ten years and so
forth unless either Party notifies in writing of ils intention to terminated
this Agreement one year before its expiration.

(3} This Agreement may be revised by mutual consent. Any revision or
termination of this Agreement shall be effected without prejudice to
any right or obligation accruing or incurred under this Agreement prior
to the effective date of such revision or termination.

IN WITNESS WHEREOF, the undersigned, duly autherized by their
respeclive Government, have signed this Agreement.
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Done in duplicate at Jakarta this sixteenth day of February, 1991
in the Korean, Indonesian and English languages, alt texts being equally
authentic. in case of divergence of interpretation of this Agreement, the
English text shall prevail.

FOR THE GOVERNMENT OF FOR THE GOVERNMENT OF
THE REPUBLIC OF KOREA THE REPUBLIC OF INDONESIA
/Sgd./ 15gd./

Kim Jae Choon Ali Alatas
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