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Manpower Ministry Moves to Liberalize
Rules Governing Expat Employees and
Corporate Officeholders

As part of its rolling deregulation and economic reform program, the Government (through the
Ministry of Manpower) has issued Minister of Manpower Regulation No. 35 of 2015 (“Reg. 35”)
to roll back some of the more burdensome requirements governing the employment of expatriate
manpower and appointment of expatriate, non-resident corporate officeholders that were
introduced by Minister of Manpower Regulation No. 16 of 2015 (“Reg. 16”), which was issued
on 29 June 2015. Reg. 35 came into effect on 23 October 2015.

The key changes introduced by Reg. 35 are as follows:

1. The abolition of the requirement that an employer of expatriate manpower must employ
10 Indonesians for every expatriate on the payroll.

2. An Expatriate Employment Permit (“IMTA”) is no longer required for expatriate directors,
commissioners (or equivalent thereof) who are non-resident in Indonesia.

3. An IMTA is no longer required in the case of expatriates who travel to Indonesia on a
short-term basis for the following purposes:

e Providing guidance and training in connection with industrial technology
applications or innovations related to improvements in industrial product design
and quality, and collaboration as part of efforts to market Indonesian products
overseas.

e Delivering lectures;

e Attending meetings organized by head office or a representative office in
Indonesia;

e Competency assessment; and

e One-off jobs.

However, an IMTA continue to be required for:

e Production of a commercial film (that has been licensed/approved by the
relevant authority);

e Conducting of audits, quality control, or inspections at a branch office in
Indonesia; and

o Work related to the installation of machinery, electrical installation, after-sales
service, and product feasibility assessments.

Reg. 35 also imposes a new prohibition on the employment of expatriates as members of the
Supervisory Board (Board of Commissioners) of a company categorized under Indonesian
investment law as a “domestic direct investment company.”

The 10 : 1 Indonesian-expatriate ratio introduced by Reg. 16 (see point 1 above) was
controversial from the outset, not least because it appeared to lack a clear statutory basis. Prior
to Reg. 16, the Investment Coordinating Board (“BKPM”) had applied its own ratio of 3 : 1
pursuant to BKPM Regulation No. 5 of 2013. However, this requirement was revoked in October
by BKPM Regulation No. 15 of 2015. Consequently, there is currently no Indonesian-expatriate
employee ratio requirement. However, it should be remembered that this situation could change
at any time, depending on BPKM policy.
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Based in Jakarta, and consistently gaining recognition from independent observers, Assegaf Hamzah & Partners has established itself as
a major force locally and regionally, and is ranked as a top-tier firm in many practice areas. Founded in 2001, it has a reputation for
providing advice of the highest quality to a wide variety of blue-chip corporate clients, high net worth individuals, and government institutions.

Assegaf Hamzah & Partners is part of Rajah & Tann Asia, a network of local law firms in Singapore, China, Lao PDR, Vietnam, Thailand
and Myanmar, as well as associate and affiliate offices in Malaysia, Cambodia, Indonesia and the Middle East. Our Asian network also
includes regional desks focused on Japan and South Asia.

The contents of this Update are owned by Assegaf Hamzah & Partners and subject to copyright protection under the laws of Indonesia
and, through international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted,
modified, adapted, publicly displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any
purpose save as permitted herein) without the prior written permission of Assegaf Hamzah & Partners.

Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only
intended to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any
particular course of action as such information may not suit your specific business and operational requirements. It is to your advantage to
seek legal advice for your specific situation. In this regard, you may call the lawyer you normally deal with in Assegaf Hamzah & Partners.
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