
May 23, 2008 

Congressman Edolphus Towns 
Suite 2232 
Rayburn House Office Building 
Washington DC 20515 

RE: 	 Gideon Minerals USA, Inc. Claims Against Export-Import Bank Regarding Batu-
Hijau Mine Determined to be Groundless 

Dear Congressman Towns, 

This letter is to communicate the results of the independent review and assessment by this 
office of the claims asserted by Gideon Minerals USA, Inc. (“Gideon”) against The 
Export-Import Bank of the United States (“ExIm Bank”) regarding ExIm Bank’s $425 
million loan (the “Batu Hijau Loan”) to PT Newmont Nusa Tenggara (“PTNNT”).  This 
matter was referred to this office by the Chairman of ExIm Bank on November 13, 2007.   

PTNNT, an Indonesian company, is the operator of the Batu Hijau gold and copper mine 
(the “Batu Hijau Mine”) located on the island of Sumbawa in Indonesia. ExIm Bank 
committed to make the Batu Hijau Loan to PTNNT in 1997 as part of a complex 
financing arrangement involving multiple lenders that supported the development of the 
Batu Hijau Mine. ExIm Bank funded the Batu Hijau Loan pursuant to that commitment 
in 2001. PTNNT is 80% owned by a joint venture between a subsidiary of Newmont 
Mining Corporation (together with its relevant affiliates, “Newmont”) and Sumitomo 
Corporation (together with its relevant affiliates, “Sumitomo”).  PTNNT is 20% owned 
by PT Pukuafu Indah, an Indonesian company.  All of the evidence available to this 
office suggests that PT Pukuafu Indah is, and at all times relevant to this review has been, 
owned directly or indirectly by Jusuf Merukh, an Indonesian citizen. These transactions 
and relationships are described in greater detail in Appendix II. 

Based upon the independent review of the documents and other actions by this office as 
described in Appendix I, it is our conclusion that Gideon has demonstrated no legal or 
factual basis to support any of the claims it has made against ExIm Bank. Three courts in 
the U.S. have in the past year found Gideon’s tactics in pursuing its unsupported claims 
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relative to the Batu Hijau Mine to be frivolous and deserving of sanctions, conclusions 
with which we concur in this instance. 

Gideon’s principal unsupported claims1 are that (a) Gideon is the owner of three 
Indonesian companies: PT Lebong Tandai, PT Tanjung Serapung and PT Pukuafu Indah 
(referred to together as “Gideon’s Purported Indonesian Subs”), (b) PT Lebong Tandai or 
another of Gideon’s Purported Indonesian Subs holds the exclusive right to own and 
operate the Batu Hijau Mine, (c) PTNNT does not have the right to operate the Batu 
Hijau Mine because the agreement between Newmont and one or more of Gideon’s 
Purported Indonesian Subs providing for their joint actions to develop and operate the 
Batu Hijau Mine was terminated, (d) ExIm Bank erroneously loaned PTNNT $425 
million in contravention of ExIm Bank’s own written documents providing for the Batu 
Hijau Loan and in the mistaken belief PTNNT was the true owner of the Batu Hijau 
Mine, (e) ExIm Bank provided a $1 billion credit guarantee for the Batu Hijau Mine 
project that Lebong Tandai should be entitled to draw upon and (f) Gideon’s Purported 
Indonesian Subs are entitled to have the sum of $425 million paid to them by ExIm Bank 
as a “redisbursement” of the proceeds of the Batu Hijau Loan. 

Our investigation of this matter has found that: 

A. There is no reason to believe that Gideon owns any interest in PT Lebong Tandai, 
PT Tanjung Serapung or PT Pukuafu Indah.  Gideon has provided no evidence of its 
ownership of these companies to this office or in its pleadings in the 2002 SDNY 
Litigation, the 2005 Colorado Litigation or the 2008 New York Litigation (as defined in 
Appendix I). Copies of documents signed by Jusuf Merukh reviewed by this office and 
numerous public reports (see Document L, Appendix III) support the conclusion that 
Jusuf Merukh directly or indirectly owns and controls each of PT Lebong Tandai, PT 
Tanjung Serapung or PT Pukuafu Indah.  Jusuf Merukh’s signature as an officer of PT 
Pukuafu Indah appears on documentation supporting the Batu Hijau Loan, including the 
organization of PTNNT, that is contained in ExIm Bank’s files.   

With no proof that Gideon has any ownership of PT Lebong Tandai, PT Tanjung 
Serapung or PT Pukuafu Indah, there is no legal or factual basis to support Gideon’s 
assertion of any of its other claims.  This evaluation could conclude with this finding and 
it would serve as a complete refutation of Gideon’s right to assert the claims that it has 
made against ExIm Bank.  This letter will address those other unsupported claims 
because Gideon has so persistently asserted those claims over a period of years, because 

1 Gideon’s claims are described in letters from your office to ExIm Bank dated August 
30, 2007 and September 28, 2007, in letters from Mr. Reifman, Gideon’s counsel, to me 
dated January 17, 2008 and January 19, 2008, and in pleadings filed in the 2002 SDNY 
Litigation, the 2005 Colorado Litigation and the 2008 New York Litigation (as each term 
is defined in Appendix I). 
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Gideon’s other unsupported claims are so clearly without legal or factual support and 
because this office undertook substantial work in documenting these conclusions that 
should be shared with the Congress, other government agencies and members of the 
public who might be misled by Gideon’s continued assertion of its unsupported claims. 

B. There is no evidence that any of PT Lebong Tandai, PT Tanjung Serapung or PT 
 Pukuafu Indah has the right to own or operate the Batu Hijau Mine.  Detailed 
documentation of the Batu Hijau Loan in ExIm Bank files, particularly the Contract of 
Work issued by the Indonesian government in 1986 and a written confirmation by the 
Indonesian government of the continued existence of that Contract of Work in 2002 
(Documents B, C, Appendix III), support the conclusion that PTNNT is currently, and at 
all relevant times to the Batu Hijau Loan has been, the exclusive holder of the right to 
operate the Batu Hijau Mine.   

C. There is no evidence that any of PT Lebong Tandai, PT Tanjung Serapung or PT 
Pukuafu Indah legally terminated agreements with Newmont that provide for the 
ownership and operation of the Batu Hijau Mine by PTNNT.  Nor is there any evidence 
that if such a termination was effected orally, as alleged by Gideon, Gideon or any of 
Gideon’s Purported Indonesian Subs thereafter attempted to confirm the termination in 
writing or pursued legal action to enforce the termination in Indonesia or in the United 
States, as would be required by the express terms of the relevant agreements. The 
continuing ownership of the 1986 Contract of Work by PTNNT that authorizes it to 
operate the Batu Hijau Mine, and the continuing agreements between PT Pukuafu Indah 
and Newmont relating to their ownership of PTNNT, support PTNNT’s continuing rights 
as the lawful owner and operator of the Batu Hijau Mine, and effectively negate any 
claim by other parties, such as Gideon’s Purported Indonesian Subs, to such rights. It 
does not appear that any of Gideon, PT Lebong Tandai, PT Tanjung Serapung or PT 
Pukuafu Indah has ever undertaken direct litigation in Indonesia or in the U.S. against 
PTNNT or Newmont to assert Gideon’s unsupported claim that PTNNT is not the legal 
owner of the Batu Hijau Mine. 

D. There is no evidence that ExIm Bank erroneously made the $425 million Batu 
Hijau Loan to PTNNT instead of one of Gideon’s Purported Indonesian Subs.  All 
available evidence, consisting of detailed documentation of the Batu Hijau Loan in ExIm 
Bank files, including the initial application, legal due diligence records, detailed 
representations and warranties in definitive executed loan agreements, opinions of 
counsel, and supporting certificates and other documents, supports the conclusion that 
PTNNT is the correct borrower of Batu Hijau Loan and recipient of its proceeds. See 
Documents D, E, F, G and H, Appendix III. 

E. ExIm Bank did not provide any loan, credit insurance or guarantee to support the 
Batu Hijau Mine project other than the $425 million direct loan committed to PTNNT.  
There is no $1 billion guarantee by ExIm Bank that Lebong Tandai or any other person 
can claim rights under. The assertion that there was $1 billion of credit support from 
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ExIm Bank appears to be a confused reading of ExIm Bank’s press release regarding the 
transaction, which stated that the total financing for the Batu Hijau Mine totaled $1 
billion, of which $575 million was provided by sources other than ExIm Bank.  See 
Document I, Appendix III. 

F. There is no documentary evidence, and no legal rationale, that would support 
Gideon’s claim that any of PT Lebong Tandai, PT Tanjung Serapung or PT Pukuafu 
Indah is entitled to have the sum of $425 million paid to them by ExIm Bank as a 
“redisbursement” of the proceeds of the Batu Hijau Loan. The extensive and 
uncontroverted evidence that ExIm Bank properly made the Batu Hijau Loan to PTNNT 
in accordance with its contractual obligations as set forth in the documents providing for 
the Batu Hijau Loan, and the complete absence of any evidence to support Gideon’s 
assertions to the contrary, allow no other possible conclusion.  Gideon has presented no 
legal analysis, and has provided no evidence, that would support the existence of any 
obligation by ExIm Bank to”redisburse” any amount of money to Gideon or Gideon’s 
Purported Indonesian Subs. 

Even if Gideon could prove any of its factual allegations as to its ownership of any of PT 
Lebong Tandai, PT Tanjung Serapung or PT Pukuafu Indah or the Batu Hijau Mine (and 
it has provided no evidence to substantiate its ownership of any of them), it is our 
conclusion that as a legal matter, that evidence would at most support a direct claim 
against Newmont or PTNNT by PT Pukuafu Indah alleging breach of agreements 
between Newmont and PT Pukuafu Indah, or possibly disputing the ownership of the 
Batu Hijau Mine. It does not appear that any of Gideon or Gideon’s Purported Indonesian 
Subs has pursued these sorts of direct claims against Newmont or PTNNT, despite what 
Gideon has described as more than ten years of attempting to assert its unsupported 
claims in other ways.   

Gideon has approached various law enforcement agencies since 1999, including the 
Securities Exchange Commission, the Federal Trade Commission and the U.S. 
Department of Justice, to request that they take action against Newmont based upon 
Gideon’s unsupported claims. None have taken any enforcement action against Newmont 
in response. Despite this inaction, Gideon and its counsel have claimed in public 
statements and in court filings that one or more of these agencies was pursuing active 
investigations of Newmont and the Batu Hijau Mine transactions. 

Gideon has initiated litigation in three cases involving parties related to the transactions 
in question, asserting the unsupported claims described above and others not relevant to 
this discussion. In each of the 2002 SDNY Litigation, the 2005 Colorado Litigation and 
the 2008 New York Litigation, the court dismissed Gideon’s unsupported claims at an 
early stage in the proceedings. In the Colorado litigation, both the U.S District Court and 
the 10th Circuit Court of Appeals levied personal sanctions against Gideon’s counsel, 
finding that Gideon’s actions in that case were groundless and had been undertaken to 
harass Newmont. In the 2008 New York Litigation the court has granted the defendant’s 
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motion to dismiss Gideon’s claims upon summary judgment and to impose sanctions 
based upon frivolous conduct in the litigation.  See Document K, Appendix III. 

Gideon’s counsel has asserted to your office, to this office, to various courts and in public 
statements that the courts in one or both of the 2002 SDNY Litigation and the 2005 
Colorado Litigation made findings and rendered decisions that supported Gideon’s 
claims. Our review of the decisions of the courts in each of those actions showed that 
those assertions by Gideon’s counsel have grossly mischaracterized the actions of the 
courts.  See Documents J, K, Appendix III. 

Conclusion 

The independent review conducted by the ExIm Bank Office of Inspector General 
demonstrates conclusively that ExIm Bank did not err in its actions regarding the Batu 
Hijau Loan. Clear and convincing evidence in the ExIm Bank loan files confirms that 
ExIm Bank conducted appropriate and thorough due diligence and obtained appropriate 
documentary support to assure the accuracy and legality of its actions in approving the 
transaction and making the Batu Hijau Loan to PTNNT.  Gideon has demonstrated no 
legal or factual basis to support any of the claims it has made against ExIm Bank     

We did not cite in this letter all of the evidence we have considered in making our 
findings, as it is too voluminous to include.  We are happy to meet with you at your 
convenience to discuss our findings and conclusions and the supporting documentation.  

Sincerely yours, 

Michael W. Tankersley 
Inspector General 

Cc: Chairman James L. Lambright 
Congressman Luis Guitterez 
Hon. Darryl C. Towns, New York State Assembly 
Mark C. Treanor, Chairman ExIm Bank Advisory Board 
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Appendix I: Scope and Methodology of Review 

This matter was referred to this office by the Chairman of ExIm Bank on November 13, 
2007, following ExIm Bank’s correspondence with your office during the period of 
August to October 2007. 

I met in your office on December 7, 2007 with Alex Beckles, a member of your staff, and 
with Mr. Steven Reifman, counsel for Gideon, and two individuals who were identified 
as representatives of Gideon.  After that meeting I obtained ExIm Bank’s files related to 
the Batu Hijau Loan, which were voluminous, and examined them in view of the claims 
made by Gideon. I exchanged correspondence with your office and with Mr. Reifman in 
January 2008 relating the results of my initial review of Gideon’s unsupported claims and 
reiterating to Mr. Reifman my request that he provide documents to support Gideon’s 
claims.  I discussed the Batu Hijau Loan and its documentation with lawyers from ExIm 
Bank’s general counsel staff who were familiar with the Batu Hijau Loan and the claims 
made by Gideon.  I also spoke with ExIm Bank’s outside counsel in the initial Batu Hijau 
Loan transaction, with the general counsel of Newmont Mining Corp. and with trial 
counsel to Societe Generale in the 2008 New York Litigation and received supporting 
documentation from each of them. I reviewed pleadings, supporting documents and 
decisions of the court in each of the 2002 SDNY Litigation, the 2005 Colorado Litigation 
and the 2008 New York Litigation. 

This office made requests to Gideon’s counsel at the December 7, 2007 meeting held in 
your office, and in subsequent correspondence in January 2008, that written legal analysis 
and documentary evidence be provided that would support Gideon’s claims.  Despite 
assurances by Gideon’s counsel that such documents would be provided, none were 
provided to support Gideon’s claims.  Assertions by Gideon’s counsel that such 
documents could be found in the records of the 2002 SDNY Litigation and the 2005 
Colorado Litigation were proven upon review to be inaccurate. 

Pleadings, supporting documents and decisions of the court in three lawsuits relating to 
Gideon’s claims were reviewed: 

(i) Gideon Minerals U.S.A., Inc. et al v. JP Morgan Chase Bank, the Sumitomo 
Bank Ltd., The Bank of Tokyo-Mitsubishi, Ltd., Bank of Tokyo-Mitsubishi Trust 
Company, Japan Bank for International Cooperation, Kreditanstalt fur Wiederaufbau, 
White & Case, Arthur Andersen, Goldman Sachs, Societe Generale Bank and Export-
Import Bank of the United States,  U.S. District Court for the Southern District of New 
York (Case No. 02 Civ. 10140), Judge Martin presiding (the “2002 SDNY Litigation”). 
In this litigation Gideon sought, among other things, for the court to order the named 
lenders to turn over to Gideon $425 million which Gideon alleged represented proceeds 
of loans fraudulently made by the named lenders and secured by property of Lebong 
Tandai Group, and to enjoin ExIm Bank from interfering with Lebong Tandai Group’s 
intention to “replace the note and lender” relative to the $425 million loan.  The court 



 

 
 

 

 

  

 
 

  

 

 

 

Congressman Edolphus Towns 
May 23, 2008 
Page 7 

declined to issue the requested injunction, finding that Gideon had not shown a likelihood 
of succeeding upon the merits of its claims.  The court subsequently dismissed Gideon’s 
claims, with prejudice, finding that Gideon failed to state any claim the court could 
consider. The court noted that Gideon was free to pursue its claims in state court, an 
action Gideon did not follow through on until the 2008 New York Litigation described 
below. 

(ii) UFCW Local 880-Retail Food Employers Joint Pension Fund v. Newmont 
Mining Corporation et al, U.S. District Court for the District of Colorado (Case No. 05-
CV-1046) and related appellate proceedings before the U.S. Court of Appeals for the 10th 

Circuit (Case No. 07-1159) (the “2005 Colorado Litigation”). This was a securities class 
action suit brought against Newmont on behalf of stockholders in which Gideon 
attempted to intervene in order to assert its claim to ownership of the Batu Hijau Mine.  
The court refused to permit Gideon to intervene in that litigation, finding that their 
arguments to support intervention had no legal basis. Mr. Reifman, Gideon’s counsel in 
that litigation, was personally sanctioned by the trial court for asserting various claims 
and filings in that litigation “for the purpose of harassment and vexation” (slip op. 2007 
WL 2871013 (D. Colo.)) and was also separately sanctioned by the 10th Circuit Court of 
Appeals on similar grounds (slip op. 2008  WL152598 (C.A. 10 Colo.)). 

(iii) PT Pukuafu Indah, PT Lebong Tandai, PT Tanjung Sera Pung and Gideon 
Minerals U.S.A., Inc. v. Societe Generale, Supreme Court of the State of New York, 
County of New York (Case No. 600490/08) (the “2008 New York Litigation”).  In this 
case, Gideon attempted to assert against Societe Generale substantially the same claims 
made in the 2002 SDNY Litigation, to the effect that  Societe Generale had unlawfully 
converted metals or ores taken from the Batu Hijau Mine through the execution of trades 
of derivative securities based upon the prices of those metals or ores for PTNNT or 
Newmont.  According to a transcript of a hearing on May 6, 2008, Justice Ramos 
described Gideon’s claims and tactics as “ludicrous” and granted Societe Generale’s 
motions to dismiss Gideon’s claims upon summary judgment and to impose sanctions 
based upon frivolous conduct in the litigation. 

Gideon has attempted to offer as “evidence” to support its claims: (i) personal affidavits 
of officers of Gideon and affidavits of Jacques de Groote, identified as a former 
Executive Director of the World Bank and of the International Monetary Fund 
(designated by his native Belgium to represent its interests in each organization), that 
were filed in the 2002 SDNY Litigation and provided by Gideon in correspondence with 
your office (the “deGroote Affidavits”), (ii) excerpts of one of the agreements between 
Newmont and PT Pukuafu Indah described in Appendix II (the JVA), quoted out of 
context, (iii) Gideon’s unsupported allegations against Newmont and others submitted in 
writing to various federal agencies in its unsuccessful efforts to cause them to take 
enforcement action against Newmont and (iv) pleadings and orders of the court in the 
2002 SDNY Litigation and the 2005 Colorado Litigation.  These documents do not 
constitute factual evidence of the core elements of Gideon’s claims – that PTNNT is not 
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the lawful owner and operator of the Batu Hijau Mine and that ExIm Bank erroneously 
loaned $425 million to PTNNT. These documents were rejected by the courts in the 2002 
SDNY Litigation, the 2005 Colorado Litigation and the 2008 New York Litigation as 
inadequate to support the claims being asserted by Gideon and have been similarly 
rejected as inadequate to substantiate Gideon’s unsupported claims in this matter. 

This office contacted Dr. deGroote to seek to confirm that he had executed the deGroote 
Affidavits and to confirm with greater specificity some of the statements contained in 
them.  Dr. deGroote responded by phone and in a letter to confirm that he had supplied 
the deGroote Affidavits and did not disclaim any of the statements made in them, but 
declined to address other questions with greater specificity, citing the pending 2008 New 
York Litigation. The statements in the deGroote Affidavits, even when taken in their 
most favorable light, do not speak directly to the core elements of Gideon’s unsupported 
claims and are not  considered by this office to constitute evidence that would be relied 
upon by a court without further documentary support of the sort identified below. The 
affidavits of officers of Gideon are also not considered by this office to constitute 
evidence that would be relied upon by a court – the affidavits restate a number of the 
elements of Gideon’s unsupported claims but do not provide any additional documentary 
evidence. 

Gideon’s failure to produce documentary evidence that might confirm portions of 
Gideon’s unsupported claims is also considered by this office to be convincing evidence 
that Gideon’s claims against ExIm Bank are false.  Among the basic elements of 
Gideon’s unsupported claims that should be supported by documents that would be 
expected to be easily available to Gideon if its claims were true are the following: 

Gideon’s unsupported claim to own PT Lebong Tandai, PT Tanjung Serapung or PT 
Pukuafu Indah would be proven by records such as share certificates, corporate 
records, purchase records, tax records or references to such ownership from reliable 
public sources. No such records have been provided by Gideon.   

Gideon’s unsupported claim that agreements with Newmont relating to the Batu 
Hijau Mine were terminated would be proven by written notices and other 
correspondence between the parties, as confirmed by their subsequent actions. No 
such records have been provided by Gideon.   

Gideon’s unsupported claim of a right to the proceeds of an ExIm Bank Batu Hijau 
Loan would be proven by written loan documents evidencing such rights or sound 
legal arguments and records supporting another party, such as one of Gideon’s 
Purported Indonesian Subs, being the holder of those rights. No such records or legal 
arguments have been provided by Gideon.   

Gideon’s claimed right to own and operate mines on government lands in Indonesia 
would be proven by written and sealed Contracts of Work issued by the Indonesian 
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government in the legal name of an entity that Gideon could prove that it owns, and 
by related confirming documents and correspondence. No such records have been 
provided by Gideon.  

It is a fundamental requirement of our legal system that parties such as Gideon who assert 
claims against the government, or private parties, carry the burden of proving their case 
through sound legal argument and demonstrated facts. To invoke action by any of the 
executive, legislative or judicial branches of the federal government to consider their 
claims, they must present in good faith a summary of their case, supported by 
documentary evidence and reasonable legal argument, that supports their position.  
Gideon has provided neither sound legal argument nor documentary support for its 
unsupported claims against ExIm Bank.  This office’s independent review of Gideon’s 
claims has confirmed that, in fact, most of the unsupported factual assertions by Gideon 
are directly contradicted by reliable documentary evidence obtained from other sources. 
The Summary of Batu Hijau Transactions in Appendix II details the documents reviewed 
by this office that support our conclusions in this regard, portions of which are included 
in Appendix III. 
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Appendix II: Summary of Batu Hijau Transactions. 

Gideon has persistently asserted unsupported claims over a period of years that (a) PT 
Lebong Tandai holds the exclusive right to own and operate the Batu Hijau Mine, (b) 
PTNNT does not have the right to own and operate the Batu Hijau Mine because the 
agreement between Newmont and Gideon’s Purported Indonesian Subs was terminated, 
and (c) ExIm Bank erroneously loaned PTNNT $425 million in contravention of ExIm 
Bank’s own written documents providing for the Batu Hijau Loan and in the mistaken 
belief PTNNT was the true owner of the Batu Hijau Mine.  As noted above, Gideon has 
provided no factual or legal support for these claims, it is extremely doubtful that Gideon 
has any such factual or legal support and there is substantial evidence in opposition to 
these unsupported claims, which is described below. 

The following summary of the events and documents contradicting Gideon’s unsupported 
claims is drawn from this office’s independent review of copies of each of the source 
documents referenced. This summary is provided for the benefit of your office, and any 
other interested readers, because Gideon’s unsupported claims are so clearly without 
legal or factual support and because this office undertook substantial work in 
documenting these conclusions that should be shared with you and other parties who 
might be misled by Gideon’s continued assertion of its unsupported claims. 

Joint Venture Agreement dated September 30, 1985 between PT Pukuafu Indah and 
Newmont Indonesia Limited 

PT Pukuafu Indah and Newmont Indonesia Limited, a Delaware (US) corporation and  
indirect wholly-owned subsidiary of Newmont Gold Company (“Newmont”), entered 
into a Joint Venture Agreement dated September 30, 1985 (“JVA”) (Document A, 
Appendix III) with the following objectives: 

to apply for and negotiate a Contract of Work [(“COW”)] with the government of 
the Republic of Indonesia for the right to prospect, explore, develop and exploit 
any mineral or metal occurrences within the Contract Area [the current site of the 
Batu Hijau Mine on the island of Sumbawa] [and] to form a P.T. Company to 
execute the Contract of Work [PTNNT] . . . 

The JVA was executed by Jusuf Merukh on behalf of PT Pukuafu Indah. 

In the JVA PT Pukuafu Indah represents that it is the “registered holder of or applicant 
for those mineral concessions (“K.P.’s”) within . . . the western portion of the island of 
Sumbawa” that was part of the agreed Contract Area for the Batu Hijau Mine.  PT 
Pukuafu Indah agreed to contribute to PTNNT all of its rights to the K.P.’s and any other 
rights to exploit minerals in that area that it had or that it might obtain in the future.  PT 
Pukuafu Indah also agreed to work to obtain final approval of the COW that would grant 
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PTNNT authority from the Indonesian government to develop and operate the Batu Hijau 
Mine. 

It is important to note that the “K.P.” rights held by PT Pukuafu Indah in 1985 did not 
give it title to or ownership of any minerals on Sumbawa, or even the right to mine 
minerals under a mining lease or other legal arrangement.  The K.P. rights held by PT 
Pukuafu Indah were legally equivalent to “staking a claim” with the Indonesian 
government that would preclude others from asserting the right to develop a mine in the 
designated location, but did not grant the right to develop and operate a mine in that 
location to PT Pukuafu Indah. The right to develop and operate a mine could only exist 
under Indonesian law if and when a COW for that area was issued by the Indonesian 
government, as the owner of most of the land and minerals contained in the Contract 
Area, and then only if the many conditions stated in the COW were met to the 
satisfaction of the Indonesian government. If PT Pukuafu Indah, as the holder of K.P. 
rights, failed to submit to the Indonesian government a satisfactory proposal to develop 
the mineral deposits on Sumbawa, it was at risk of losing those rights.  Upon issuance of 
the COW for the area of the Batu Hijau Mine, the K.P. rights held by PT Pukuafu 
terminated. 

The JVA provides that PT Pukuafu Indah would receive a 20% ownership interest in 
PTNNT upon its formation and Newmont would receive the remaining 80% ownership 
interest. In the JVA and related contemporaneous agreements, Newmont agreed to 
provide its know-how and capital to develop the Batu Hijau Mine, and to arrange all 
financing required by the project.  Newmont also agreed to loan to PT Pukuafu Indah its 
share of all capital contributions to PTNNT required by the project so that PT Pukuafu 
Indah would not have to invest its own capital in the project. 

Organization of PTNNT; Issuance of Contract of Work by Indonesian Government 

Pursuant to the JVA, PTNNT was organized in November 1986 by Newmont and PT 
Pukuafu Indah as an Indonesian limited liability company owned 80% by Newmont and 
20% by PT Pukuafu Indah. The Indonesian government then issued a COW to PTNNT 
dated December 2, 1986 (Documents B, C, Appendix III), granting PTNNT the sole and 
exclusive right to exploit the mineral deposits in the Contract Area on Sumbawa for a 
period of 30 years.  The COW clearly identifies PTNNT as “sole contractor for the 
Government with respect to the Contract Area,” making it clear that PTNNT was granted 
the right to develop and operate the Batu Hijau Mine on land owned by the government 
of Indonesia. Newmont, acting through and on behalf of PTNNT, then proceeded to do, 
and finance, the exploratory and development work that ten years later led to the 
application to obtain financing from ExIm Bank and other sources to develop the Batu 
Hijau Mine. 
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Financing of PTNNT – 1996/1997 

ExIm Bank was approached by financial advisors to Newmont and Sumitomo in 1996 
seeking ExIm Bank participation in the proposed $1 billion of financing projected to be 
required to develop and commence the operation of the Batu Hijau Mine.  The initial 
proposal received by ExIm Bank in September 1996 clearly identifies PTNNT as the 
borrower, as the owner/operator of the Batu Hijau Mine and as being owned 20% by PT 
Pukuafu Indah and 80% by a joint venture between Newmont and Sumitomo.   

ExIm Bank responded by issuing a Preliminary Project Letter dated November 11, 1996 
(identifying the transaction as #071225, Indonesia) to Newmont, Sumitomo and The 
Chase Manhattan Bank outlining potential credit support by ExIm Bank in an amount of 
up to $850 million for the benefit of PTNNT as the designated project company and 
borrower and setting forth ExIm Bank’s due diligence requirements and expected terms 
of the transaction (Document D, Appendix III).  Following delivery of this letter, ExIm 
Bank and its counsel and other technical advisors undertook months of extensive due 
diligence activity to verify that (i) PTNNT held the clear legal right under the COW to 
develop the Batu Hijau Mine, (ii) that the proposed plans to develop the mine were 
feasible, (iii) that environmental issues relating to the project would be properly 
addressed, and (iv) that the legal structure of the various financing arrangements for the 
project were appropriate and would provide ExIm Bank’s loan the legal protection 
required to provide a reasonable assurance of repayment. 

The files documenting ExIm Bank’s due diligence review are voluminous.  All of the 
documents contained in these files that were reviewed by this office support the 
conclusions that (a) PTNNT has the legal right to develop and operate the Batu Hijau 
Mine under the COW, (b) PT Pukuafu Indah did not retain any right to develop or 
operate the Batu Hijau Mine after it assigned its rights to PTNNT in 1986, (c) Lebong 
Tandai and PT Tanjung Serapung have no legal interest in the Batu Hijau Mine, (d) 
PTNNT is the named borrower of the Batu Hijau Loan and in that capacity has executed 
numerous agreements and certificates to support the Batu Hijau Loan and other financing 
and (e) PTNNT received and applied the proceeds of the Batu Hijau Loan in accordance 
with its agreements with ExIm Bank and others. 

The officers of ExIm Bank completed and submitted to the Board of Directors of ExIm 
Bank a completed memorandum describing the Batu Hijau Loan (Case No.: 
AP071225XX) dated May 2, 1997 which identifies PTNNT as the applicant and 
proposed obligor of a $425 million direct loan from ExIm Bank that would be funded 
upon completion of the project of developing the Batu Hijau Mine (the “1997 Board 
Memo”) (Document E, Appendix III). Newmont and Sumitomo are identified in the 
Board Memo as the 80% owners of PTNNT and PT Pukuafu Indah is identified as a 20% 
local shareholder of PTNNT.  The Board Memo goes on to note that Newmont and 
Sumitomo as the project sponsors were committed to provide $900 million in equity and 
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deeply subordinated debt, and that total debt for the project would be $1 billion, 
represented by loans of $500 million from the Export-Import Bank of Japan, and $75 
million from Kreditanstalt fur Wiederaufbau of Germany, with a syndicate of commercial 
bank lenders led by The Chase Manhattan Bank funding a pre-completion construction 
loan of up to $425 million that would be repaid, or “taken out” by ExIm Bank (the “Batu 
Hijau Debt Financing Package”) once PTNNT was ready to commence operation of the 
Batu Hijau Mine. 

ExIm Bank, the other lenders and PTNNT executed and delivered comprehensive loan 
agreements, collateral agreements and related documents and certificates providing for 
the Batu Hijau Debt Financing Package dated as of July 30, 1997.  The documents 
included certified copies of the organizational documents of PTNNT and its owners, 
certificates of the officers of PTNNT, evidences of necessary notices to and approvals of 
the Indonesian Government and opinions of counsel, including Indonesian counsel for 
PTNNT. Of particular relevance to ExIm Bank’s Batu Hijau Loan were a Loan 
Agreement between The Chase Manhattan Bank and Bank of Montreal, as lenders, and 
PTNNT dated as of July 30, 1997 providing for up to $425 million in construction credit 
(the “Chase $425 Million Construction Loan Agreement”) (Document F, Appendix III), a 
Common Security Agreement between PTNNT, The Chase Manhattan Bank, ExIm Bank 
and the other parties to the Batu Hijau Debt Financing Package dated as of July 30, 1997 
(the “Common Security Agreement”)(Document G, Appendix III) and a Loan Agreement 
between ExIm Bank and PTNNT dated as of July 30, 1997 (the “ExIm Loan 
Agreement”), which together set forth the principal terms of ExIm Bank’s Batu Hijau 
Loan to PTNNT. 

The Common Security Agreement identified PTNNT as the Borrower of all of the debt 
constituting the $1 billion Batu Hijau Debt Financing Package, of which ExIm Bank’s 
share is clearly limited to $425 million.  The Common Security Agreement contains clear 
and unambiguous representations that PTNNT owns the rights under the COW and that 
Newmont and Sumitomo are the 80% shareholders of PTNNT and PT Pukuafu Indah is 
the 20% shareholder of PTNNT.  These representations are incorporated by reference in 
the Chase $425 Million Construction Loan Agreement and in the ExIm Loan Agreement. 
Each of those agreements clearly and unambiguously presents PTNNT as the designated 
borrower that is obligated to repay the indebtedness created under those agreements. 

ExIm Bank issued a press release describing its commitment to loan up to $425 million to 
PTNNT to refinance the construction loan in conjunction with the execution of the ExIm 
Loan Agreement and the other documents included in the Batu Hijau Debt Financing 
Package (Document I, Appendix III).  The press release also noted that the total amount 
of debt financing for the Batu Hijau Mine project would be $1 billion, naming the other 
parties providing portions of that amount.  
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ExIm Bank Funding of Batu Hijau Loan to PTNNT - 2001 

By 2001, PTNNT had completed development of the Batu Hijau Mine using the proceeds 
of the Batu Hijau Debt Financing Package, and was ready to begin operating the Batu 
Hijau Mine. At that time ExIm undertook further extensive work to confirm that the Batu 
Hijau Mine had been developed by PTNNT in accordance with its agreements, relying 
upon independent consultants, its own business and engineering review, further written 
assurances of officers of PTNNT and its legal counsel and the execution of amendments 
to the ExIm Loan Agreement by ExIm Bank and PTNNT.  All of these documents 
confirm that PTNNT was the correct borrower of the Batu Hijau Loan and that PTNNT 
was the owner and operator of the Batu Hijau Mine under the COW.  Based upon these 
documents, on May 18, 2001 ExIm Bank disbursed the sum of  $403,750,000 pursuant to 
the ExIm Loan Agreement (Document H, Appendix III), which amount was applied to 
repay PTNNT’s obligations under the Chase $425 Million Construction Loan Agreement.   

Since the funding of the Batu Hijau Loan by ExIm Bank in May 2001, PTNNT has 
operated the Batu Hijau Mine and has made regular payments of principal and interest on 
the Batu Hijau Loan, which has been paid down to a balance as of December 31, 2007 of 
$127.5 million.   

This summary of events and facts relating to the Batu Hijau Loan has been reviewed by 
the Office of General Counsel of ExIm Bank and confirmed as accurate to the best of 
their knowledge and belief. 

Recent Status of Batu Hijau Mine, PT Pukuafu Indah 

According to the Annual Report on Form 10-K filed by Newmont Mining Corporation 
with the SEC for the year ended December 31, 2007 (Document M, Appendix III), PT 
Pukuafu Indah repaid indebtedness to Newmont of approximately $161 million during 
2007, representing amounts advanced by Newmont to support the capital obligations of 
PT Pukuafu Indah under the JVA and related agreements during the development of the 
Batu Hijau Mine. Newmont reported income attributable to the interest of Sumitomo and 
PT Pukuafu Indah in the Batu Hijau mine for 2007 of $299 million, of which PT Pukuafu 
Indah’s share would be $109 million. As a result of the repayment of indebtedness to 
Newmont during 2007, PT Pukuafu Indah is eligible to receive its full 20% pro rata share 
of cash distributions from PTNNT, which are reported to have been approximately $60 
million for 2007. These reported facts appear fundamentally inconsistent with certain of 
the actions and positions taken in Gideon’s First Amendment Petition delivered to 
Representative Towns, and in the filing of the 2008 New York Litigation, particularly 
Gideon’s claim that it is the owner of PT Pukuafu Indah. 
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Appendix III - Relevant Documents 

This appendix contains a number of documents that support the analysis presented in the 
text of the letter and in Appendices I and II.  In order to save space, and also in view of 
ExIm Bank’s treatment of substantially all of the documents in its files relating to the 
Batu Hijau Loan as sensitive business confidential information that is not available to the 
public, only portions of some documents were produced.  The consent of Newmont and 
PTNNT was obtained for the inclusion of the documents marked with an asterisk.  
Document A was filed as an exhibit in the 2008 New York Litigation and so was publicly 
available. 

A. Joint Venture Agreement between PT Pukuafu Indah and Newmont Indonesia 
Limited dated September 30, 1985 providing for the organization of PTNNT and the 
development of the Batu Hijau Mine. Section 7.1 states that PT Pukuafu Indah is not 
entitled to withdraw from the joint venture. Section 9.7.1 provides that the JV Agreement 
is governed by Indonesian law, and requires that all disputes under the JV Agreement or 
concerning any of its subject matter must be settled under the Rules of Conciliation and 
Arbitration of the International Chamber of Commerce. 

B. *Cover and first page of Contract of Work between the Government of the 
Republic of Indonesia and PTNNT dated December 2, 1986. 

C. *Certificate of the Government of the Republic of Indonesia dated December 3, 
2002 confirming PTNNT as the continuing holder of the Contract of Work, that it was 
valid and in good standing and that there was “no other valid license, lease, or entitlement 
issued by the government of the Republic of Indonesia that would permit another 
company or person to conduct gold or copper mining and related activities on the land 
covered by” the Contract of Work. 

D. First page of letter from ExIm Bank to Newmont Gold Company, Sumitomo 
Corporation and The Chase Manhattan Bank dated November 11, 1996 and first page of 
Exhibit I containing proposed terms of transaction, indicating PTNNT as Project 
Company and Borrower and PT Pukuafu Indah as a shareholder of PTNNT. 

E. Board Memorandum dated May 2, 1997 evidencing the transaction as approved 
by the ExIm Bank Board, indicating PTNNT as Applicant and Obligor, and indicating the 
amount financed by ExIm Bank as $425 million. 

F. *First page, signature pages and Schedule 2.1 – Commitments, of the Loan 
Agreement dated as of July 30, 1997 between PTNNT, The Chase Manhattan Bank and 
Bank of Montreal indicating a $425 million loan commitment for development of the 
Batu Hijau Mine (the “Chase $425 Million Construction Loan Agreement) 
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G. *First page of Common Security Agreement dated as of July 30, 1997 reflecting 
all of the lenders to PTNNT and providing for their rights in the property of PTNNT 
pledged as collateral for its indebtedness to each of them, including the Contract of Work. 

H. *Promissory Note dated May 17, 2001 in the amount of $403,750,000 payable by 
PTNNT to ExIm Bank. 

I. Press Release announcing ExIm Bank providing $425 million of financing for 
Batu Hijau Mine development. 

J. Opinion of Judge John S. Martin, Jr., United States District Court, Southern 
District of New York, dated August 5, 2003, dismissing Gideon’s claims with prejudice. 

K. Opinions of trial and appellate courts in UFCW Local 880-Retail Food Employers 
Joint Pension Fund v. Newmont Mining Corporation et al, U.S. District Court for the 
District of Colorado (Case No. 05-CV-1046) and related appellate proceedings before the 
U.S. Court of Appeals for the 10th Circuit (Case No. 07-1159) (the “2005 Colorado 
Litigation”) imposing sanctions on  Mr. Reifman, Gideon’s counsel in that litigation, for 
asserting various claims and filings in that litigation “for the purpose of harassment and 
vexation.” 

L. Recent news articles referencing ownership of PT Pukuafu Indah by Drs. Jusuf 
Merukh. 

M. Excerpts from Newmont Mining Corporation Form 10-K Annual Report for the 
year ended December 31, 2007 as filed with the Securities Exchange Commission 
referencing PTNNT, PT Pukuafu Indah and the Batu Hijau Mine. 




























































































































