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OJK Regulation Mandates Spin-Off of
Sharia Insurance Units
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In July 2023, the Financial Services Authority (“OJK”) issued OJK Regulation No. 11 of 2023 (“New
Regulation”) to regulate the spin-off of sharia units of insurance and reinsurance companies. Along with
the recently issued OJK Regulation No. 23 of 2023 on the licensing of conventional and sharia insurance
and reinsurance companies, the New Regulation is part of the legislative framework that replaces OJK
Regulation No. 67/POJK.05/2016.

Moreover, the New Regulation showcases OJK’s effort to align the insurance sector with the objectives
under Law No. 4 of 2023 (the so-called Omnibus Financial Law), which mandates that insurance and
reinsurance companies with sharia units must conduct a spin-off of these units upon satisfaction of
certain criteria.

Generally, the New Regulation requires an insurance or reinsurance company to spin-off its sharia unit
if the unit has fulfilled the criteria set by OJK, there is a spin-off request from the company, or the spin-
off is carried out as part of a consolidation of insurance and reinsurance companies. Besides this
requirement, the New Regulation also has other key elements that are worth highlighting.
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Deadline for Spin-Off is Extended

Previously, under Law No. 40 of 2014 on insurance, insurance and reinsurance companies must spin-
off their sharia units by 17 October 2024. This deadline has now been extended under the New
Regulation to 31 December 2026. As part of this obligation, companies must submit their sharia spin-
off proposal for OJK’s approval by 31 December 2023.

This extension should give ample time for insurance and reinsurance companies to strategise and
develop an appropriate plan. In 2023, there were 42 insurance companies with sharia business units,
and 10 of them had discontinued these business units and transferred their sharia portfolios to other
sharia insurance companies due to, among others, their equity being below the required standards.?

Despite the extension, the New Regulation shortens the duration for insurance companies to finalise
their portfolio transfer after obtaining OJK's approval from 12 months to 6 months. While we believe that
this timeframe should allow for the completion of the transfer, companies are advised to have a
comprehensive spin-off plan when seeking approval from the OJK.

Mandatory Spin-off is Possible

The New Regulation states that the spin-off of sharia units is intended to enhance the resilience and
competitiveness of the insurance industry, as well as to safeguard the interests of policyholders and
participants. Consequently, as part of this mandate, OJK is authorised to order a specific company to
spin-off its sharia unit in anticipation of a consolidation of insurance or reinsurance companies.

In the same vein, the OJK may revoke the licence of an insurance or reinsurance company that has not
spun-off its sharia unit by the deadline.

Spin-off Procedure

After an insurance or reinsurance company obtained OJK’s approval, the spin-off procedure of the
sharia unit can generally be summarised as follows:

1. A company can carry out the spin-off by:
(i) establishing a new sharia insurance or reinsurance company — in this process, the new

company must obtain the necessary licences and afterward, the original company can
transfer the relevant portfolios to the new company; or

1 Mediatama, G. (2024, January 11). Ojk catat 10 perusahaan Asuransi Tak memilih spin off, Begini Alasannya.
kontan.co.id. https://keuangan.kontan.co.id/news/ojk-catat-10-perusahaan-asuransi-tak-memilih-spin-off-begini-
alasannya
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(i) transferring the portfolio to an existing insurance or reinsurance company.

2. The transfer of the portfolios must include all the assets, liabilities, and equities owned and
managed by the sharia unit. If the spin-off involves the transfer of the entire portfolio, the transfer
must include the tabarru’ funds, participant investment funds, minimum company funds, and
necessary gardh.

3. The transfer of the portfolios must be completed within six months from the date of the OJK’s
approval of the spin-off.

4. The entire spin-off process must comply with the applicable laws and regulations.
If an insurance or reinsurance company chooses to establish a new sharia insurance company but does
not meet the minimum equity requirement (IDR100 billion for insurance companies and IDR200 billion
for reinsurance companies), such company must:

1. Increases the equity of the sharia unit by asking for capital injection from the shareholders;

2. Invites new investors to increase the equity of the sharia unit; and/or

3. Transfer the entire membership portfolio of the sharia unit to a sharia insurance company or
sharia reinsurance company that has obtained a business licence.

Incentives for Spin-off

In application, companies often shy away from a spin-off because of the significant costs involved.
Companies that choose to spin-off are often companies whose businesses that have achieved
sustainable profitability, enabling them to pursue expansion opportunities.

To counter this, the New Regulation offers incentives for spin-off, so that companies are more inclined
to opt for spin-offs because they provide special advantages, especially in terms of capital.

Among others, an insurance or reinsurance company that spun-off its sharia unit will be exempted from
the minimum capital requirement (IDR500 billion for sharia insurance companies and IDR1 trillion for
sharia reinsurance companies).

With this incentive, companies originating from sharia spin-offs will no longer need to meet the minimum

capital requirements that apply. This may encourage more companies to undertake spin-offs, as they
do not have to worry about the high minimum capital requirement as a condition to start their operations.
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Conclusion

In summary, POJK 11/2023 introduces key changes to the spin-off process for sharia units within
insurance and reinsurance companies in Indonesia. With extended deadlines, mandatory spin-off
provisions, and incentives, the regulation aims to enhance industry resilience while promoting
compliance and competitiveness. Companies must carefully plan spin-offs to navigate regulatory
requirements and capitalise on the provided incentives for sustainable growth.

If you have any queries on the above, please feel free to contact our team members below who will be
happy to assist.

Contacts

Ahmad Fikri Assegaf Indira Yustikania
Co-Founder & Senior Partner
Partner

T +62 21 2555 7829
T +62 21 2555 7880 indira.yustikania@ahp.id

ahmad.assegaf@ahp.id
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Regional Contacts

RAJAH & TANN SOK&HENG | Cambodia
Rajah & Tann Sok & Heng Law Office

T +85523963112/113

F +855 23963 116

kh.rajahtannasia.com

RAJAH & TANN 375 EiB

SHANGHAI REPRESENTATIVE OFFICE | China
Rajah & Tann Singapore LLP

Shanghai Representative Office

T +86 21 6120 8818

F +86 21 6120 8820

cn.rajahtannasia.com

ASSEGAF HAMZAH & PARTNERS | [ndonesia
Assegaf Hamzah & Partners

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

Surabaya Office

T +62 315116 4550
F +62 315116 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 3 2273 1919

F +60 3 2273 8310

www.christopherleeong.com

Rajah & Tann Asia is a network of legal practices based in Asia.
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RAJAH & TANN | Mvyanmar

Rajah & Tann Myanmar Company Limited
T +95 1 9345 343/ +95 1 9345 346

F +95 1 9345 348

mm.rajahtannasia.com

GATMAYTAN YAP PATACSIL

GUTIERREZ & PROTACIO (C&G LAW) | Philippines
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 | Singapore
Rajah & Tann Singapore LLP

T +65 6535 3600
sg.rajahtannasia.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 independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a
member firm are governed by the terms of engagement between the member firm and the client.

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage

which may result from accessing or relying on this update.
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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 Cambodia, China, Indonesia, Lao PDR, Malaysia, Myanmar,
the Philippines, Singapore, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, 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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