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Legal Developments Update

A lot has happened in the past month or so, which perhaps can be said to set the tone for Indonesia for
the remainder of 2019. As the public geared up towards President Jokowi’s second term, Indonesia
introduced several noteworthy regulations, ranging from tax incentives for electronic vehicle to
introduction of a new listing board in the Indonesia Stock Exchange (“IDX”).

Below we summarise some of the key legal developments that occurred in Indonesia in the past month
alone, highlighting their features and intended impact to the legal ecosystem.

Capital Market — Introduction of the Accelerated Board

The Indonesian government recently introduced the new Accelerated Board?! at the IDX in July 2019.
Unlike the Main and Development Boards, which have long been established, the Accelerated Board
will cater to market demand to allow startups with small or medium-sized asset to access capital through
the stock exchange. This new IDX regulation is procured to be in line with the regulation issued earlier
by the Financial Services Authority on registration statements for public offering by issuer with small or
medium-sized asset?, and provides certain leniencies to these issuers.

Based on the Accelerated Board listing regulation, eligible companies are companies whose assets are
less than IDR 50 billion (small-scale enterprises) or between IDR 50 billion and IDR 250 billion (medium-
scale enterprises). Besides limiting the total asset value, there is no minimum period requirement for
operational activities as long as it has recorded revenues in its latest financial statements with a
projection to book profit in the sixth year as of the listing date (compared to the one-year allowance for
companies listed in the Main Board). Further, there is no net tangible assets requirements and the
minimum number of shareholders is only 300 shareholders. The minimum free float for the companies
listed at the Accelerated Board is at least 20% of its paid-up capital.

To balance the leniency under this regulation, the IDX requires the company to disclose its controller,
as well as imposing a lock-up period of six months as of the listing date to its controlling shareholders.
This regulation also allows a company that has been listed on the Accelerated Board to move to the
Development Board or to the Main Board based on the IDX’s discretion or its own initiation.

The IDX stated that several companies, especially those domiciling outside of Jakarta, have expressed
their interest to list in the Accelerated Board. As of the date of this alert, the IDX, together with other
stakeholders (particularly, securities companies) are currently preparing the trading mechanism and
infrastructure to support the Accelerated Board once it is up and running.

1 Pursuant to IDX Regulation No. I-V on Special Provisions for the Listing of Shares and Equity Securities other
than Shares by Listed Companies in the Accelerated Board.

2 OJK Regulation No. 53/POJK.04/2017 on Registration Statements for Public Offering and Capital Increase with
Pre-Emptive Rights by Issuer with Small or Medium-Sized Asset.
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Dispute Resolution — A Step Towards Electronic Civil Litigation

In an effort to expedite electronic processing in the judiciary, the Supreme Court recently enacted a new
regulation on electronic litigation,® which was followed by its implementing guidance.* The Supreme
Court regulation covers the administration and hearings of civil proceeding, civil religious proceeding
and administrative proceeding. Criminal cases are notably absent from the list of cases eligible for e-
litigation.

The main topics covered in the regulation and the decree are not only electronic registration of parties,
but also electronic submission of the statement of claim or application, response, reply, rejoinder and
conclusion, electronic evidentiary hearing and electronic submission for appeal. It is interesting to note
that this regulation and decree does not only cover submission of documents, but also the actual conduct
of the proceeding (including cross examination).

Indeed, this regulation and decree must be appreciated as it is a major effort and undertaking by the
government not only in improving the conduct of civil proceeding, but also to catch-up with other
countries who have implemented the e-judicial system. Further, while it may seem extensive, it is
important to note that the process is voluntary.

Tax — Incentives for Electric Vehicles Industry

One of the main topics dominating conversation lately is Jakarta’s Air Quality Index, which remained in
the ‘unhealthy’ and ‘very unhealthy’ category for several weeks. Indisputably, this is caused by vehicles
emission. As a result, President Jokowi has called on the Jakarta regional government to switch to
electric vehicle for mass transportation in order to reduce emission of air pollutants.

As part of this, as well as in the context of Indonesia’s plan to develop electric and hybrid-powered
vehicles by 2025, President Jokowi signed the long-awaited electric vehicles regulation® in August 2019,
which stipulates a number of fiscal and non-fiscal incentives for the electric vehicles industry. Fiscal
incentives include import tariff incentives for battery-based electronic vehicles and its supporting
machinery and materials, luxury goods sales tax deduction, certification and financing support.
Meanwhile, non-fiscal incentives include exception from road restriction.

Although the government still has to issue a ministerial-level operative regulation, which must be issued
within a year as of the enactment of this regulation, these incentives are a positive move towards the
right direction.

Competition — KPPU starts taking Actions against Past Transactions: Eight Companies may be
Subject to a Maximum Fine of IDR 25 Billion for Notification Failure

On 12 August 2019, the Indonesian Competition Commission (“KPPU”) announced 12 acquisitions
made by 8 companies that failed to be notified to the KPPU within the specified timeframe. This
announcement was the result of a systematic scrutiny by the KPPU that started in 2018, of looking into
transactions from 2010 that were supposed to be notified to the KPPU but failed to do so. KPPU said

3 Supreme Court Regulation No. 1 of 2019 on Online Case Administration in Courts.

4 Decree of the Chairman of the Supreme Court No. 129/KMA/SK/VI1/2019 on Technical Guidance of Online Case
Administration in Courts.

5 Presidential Regulation No. 55 of 2009 on Acceleration of Battery-based Electric Vehicle Program for Road
Transportation.
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this was the first announcement of many more to come. Thus, we expect that more names will be
released following this first warning.

Guntur Syahputra Saragih, one of the KPPU Commissioners, explained that the KPPU has prepared
sufficient resources to examine past transactions that have not been notified to the KPPU. Guntur
emphasised that this matter has become a very important issue for the KPPU.

The announcement contained names of large and publicly listed companies, where the total combined
assets or revenues of the merged entity exceeds IDR 2.5 trillion or IDR 5 trillion. Transactions resulting
in the above threshold must be notified to the KPPU within 30 business days. After the 30-business day
period, the KPPU may impose a fine of IDR 1 billion per day of delay, with a maximum fine of IDR 25
billion.

In addition, the value of the 12 transactions mentioned in the announcement varied from IDR 90 million
to IDR 2 trillion. However, the KPPU highlighted that the maximum fine imposed against the business
may well be beyond the value of the transaction itself. Meanwhile, the period of delay of the notification
ranged from 11 months to 5 years.

As the Indonesian Competition Law is silent on the period during which the KPPU can examine a

transaction, businesses need to be cautious as the KPPU can effectively investigate any transaction
that has not been notified after the Indonesian Merger Control came into effect in 2010.
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Farid Fauzi Nasution Muslimin Damanhuri
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Our Regional Contacts

RAJAH & TANN | Singapor:

Rajah & Tann Singapore LLP
T +65 6535 3600

F +65 6225 9630
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 i
SHANGHAI REPRESENTATIVE OFFICE | Clina

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 315116 4560
www.ahp.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 | Mvyanm

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

GATMAYTAN YAP PATACSIL
GUTIERREZ & PROTACIO (C&G LAW) | Philipp

Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)

T +632 894 0377 to 79/ +632 894 4931 to 32 / +632 552 1977
F +632 552 1978

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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