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New Merger Control Regulation: Asset
Acquisitions are now subject to KPPU
Notification

Pending the long-awaited amendment of the Indonesian Competition Law ( please click this link to
see our previous alert on this issue ) and in response to the urgency from the KPPU to oversee non-
share-based transactions that may raise anti-competitive concerns, the KPPU recently published KPPU
Regulation No. 3 of 2019 on Assessment of Merger or Consolidation of Business Entities or Share
Acquisition of Companies that could Result in Monopolistic and/or Unfair Business Competition
Practices (“New Regulation”).

Notification of Asset Acquisitions

The most notable feature under the New Regulation is the mandatory notification of asset acquisitions
to the KPPU. This means that after escaping scrutiny by the KPPU, asset acquisition is finally receiving
the same treatment as share acquisition. An asset acquisition will have to be notified to the KPPU within
30 business days as of the effective date of the transaction if the following thresholds are met:

1. the combined Indonesian asset value of the parties exceeds IDR 2.5 trillion; or
2. the combined Indonesian sales value of the parties exceeds IDR 5 trillion.

While for any transaction involving parties in the banking sector, the following thresholds apply:

1. if both parties are in the banking sector, the combined Indonesian asset value of the parties
exceeds IDR 20 trillion; or

2. if only one of the parties is in the banking sector, the combined Indonesian asset value exceeds
IDR 2.5 trillion; or the combined Indonesian sales values of the parties exceeds IDR 5 trillion.

Other Key Changes

Aside from obligation to notify an asset-based transaction, other key changes in the New Regulation are
as follows:

1. Possibility of a simplified procedure

The New Regulation provides that the notifying parties are not required to complete the
information on certain market data as they can be submitted upon KPPU'’s request. There is,
nevertheless, no clear provision on any requirement that will trigger such request.

However, the New Regulation also requires an impact analysis of the transaction containing at
least the estimated market shares of the parties, the relevant market affected by the transaction,
and benefits of the transaction for the parties, as one of the supporting documents for the
notification.
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2. Additional scope of assessment

In addition to the scope of assessment under the previous regulation,! the KPPU, whenever
necessary, will take into account the following aspects in assessing a notifiable transaction:

competitive and national industry strengthening policy;
development of technology and innovation;

protection of small and medium enterprises;

impact on labour; and/or

implementation of laws and regulations.
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3. Deadline to notify rights issue transaction

It has always been the case that a notifiable transaction must be notified to the KPPU within 30
business days as of its effective date. Particularly for a rights issue (hak memesan efek terlebih
dahulu) transaction, the previous regulation does not clarify as to when a rights issue transaction
would be considered as effective.

This has now been clarified under the New Regulation and the date of the last share payment
will be considered as the effective date of a rights issue transaction.

4. Calculation of days for failure to notify

Previously, the KPPU would inform the parties about their failure to notify their transaction and
accordingly instruct them to file a notification to the KPPU. The days of delay would be
calculated as of the date when the parties file a notification to the KPPU.

Under the New Regulation, if the parties fail to file a notification, the KPPU does not have to
wait until the parties file the notification and will calculate the days of delay up to the date when
the KPPU initiates an investigation of such failure.

5. Completeness review by the KPPU

Under the New Regulation, the KPPU must complete its review on the completeness of the
notification submitted by the parties within 60 business days. If the notifying parties fail to
complete any request from the KPPU within this period, the KPPU can proceed to the
assessment stage and review the transaction based on its assumption, submitted supporting
documents and/or available data. This will hopefully give certainty on the overall notification
process timeline.

6. Rejection of the notification by KPPU
Under the New Regulation, the KPPU may reject any incomplete filing upfront. The fact that the

KPPU can now reject a notification means that parties should not leave their filing to the last
minute.

1 Which covers market concentration, entry barrier, possible anti-competitive conduct, efficiency and bankruptcy.
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7. Unclear provisions on consultation

Unlike the previous regulations, the New Regulation provides no details on consultation
process, e.g., the required documents, the timeline and the output of the consultation. This item
will still need further clarification from the KPPU.

8. Introduction of paperless submission

Finally, the New Regulation introduces electronic submission of the notification. A hard copy
submission would still be allowed if needed.

This New Regulation is effective immediately on 3 October 2019 and supersedes the previous KPPU’s
merger guidelines. Any notifiable transactions that have not been notified to the KPPU following the
effective date must be filed in accordance with this New Regulation. Meanwhile, notifications and
consultations submitted prior to 3 October 2019 will continue to be subject to the previous regulation.

Conclusion

The move to regulate asset transaction without waiting for the amendment of the Indonesian
Competition Law is indeed a huge step for the KPPU in assessing and regulating competition in the
market.

Whether or not the New Regulation would effectively maintain a competitive market must be further
assessed during its implementation. But, considering that there are no changes on the notification
thresholds, an acquisition of even non-significant assets by well-established companies is very likely to
trigger a notification to the KPPU, irrespective of the acquired asset’s value. Thus, we strongly advise
that close attention on the potential impact of the New Regulation on transactions be paid.
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Our Regional Contacts

RAJAH & TANN | Singapor:

Rajah & Tann Singapore LLP
T +65 6535 3600
sg.rajahtannasia.com

R&T SOK &HENG | Cambodia

R&T Sok & Heng Law Office
T +85523963112/113

F +855 23963116
kh.rajahtannasia.com

RAJAH & TANN 375 LiE
SHANGHAI REPRESENTATIVE OFFICE | China

Rajah & Tann Singapore LLP
Shanghai Representative Office
T +86 21 6120 8818

F +86 21 6120 8820
cn.rajahtannasia.com
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Assegaf Hamzah & Partners

Jakarta Office
T +62 21 2555 7800
F +62 21 2555 7899

Surabaya Office

T +62 31 5116 4550
F +62 31 5116 4560
www.ahp.co.id

RAJAH & TANN | Lao PDR

Rajah & Tann (Laos) Co., Ltd.
T +856 21 454 239

F +856 21 285 261
la.rajahtannasia.com

CHRISTOPHER &LEE ONG | Malaysia

Christopher & Lee Ong

T +60 32273 1919

F +60 3 2273 8310
www.christopherleeong.com

RAJAH & TANN NK LEGAL | Myanmai

Rajah & Tann NK Legal Myanmar Company Limited
T +959 7304 0763 / +95 1 9345 343 / +95 1 9345 346
F +951 9345 348

mm.rajahtannasia.com
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Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)
T +632 8894 0377 to 79 / +632 8894 4931 to 32

F +632 8552 1977 to 78

www.cagatlaw.com

RAJAH & TANN | Thailand

R&T Asia (Thailand) Limited
T +66 2 656 1991

F +66 2 656 0833
th.rajahtannasia.com

RAJAH & TANN LCT LAWYERS | Vietnam

Rajah & Tann LCT Lawyers

Ho Chi Minh City Office
T +84 28 3821 2382 / +84 28 3821 2673
F +84 28 3520 8206

Hanoi Office

T +84 24 3267 6127
F +84 24 3267 6128
www.rajahtannict.com

Member firms are constituted and regulated in accordance with local legal requirements and where regulations require, are
independently owned and managed. Services are provided independently by each Member firm pursuant to the applicable terms

of engagement between the Member firm and the client.
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Based in Indonesia, 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, Cambodia, China, Indonesia, Lao PDR,
Malaysia, Myanmar, the Philippines, Thailand and Vietnam. 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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