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After much debate, the Indonesian House of Representatives finally approved the Omnibus Law. In
anticipation of the questions that will arise, we will be launching a series of client update titled "Omnibus
Law 2020: Overview Series" within the upcoming weeks. The updates will dissect and discuss the
various elements and issues of the Omnibus Law.

It has come to our attention that there are multiple drafts of the bill in public circulation. Analysis may
differ depending on which version of the draft is used as the basis. We continue to monitor this evolving
situation, with various teams currently examining the bill to produce updates that are relevant to you. As
always, we are committed to supporting you with advice and guidance. You can find a list of our past
client alerts on our AHP Newsletters.

If you have any questions or concerns, please contact our attorneys or the BD team at BD@ahp.id.

Indonesia's Omnibus Law: Explained

On 5 October 2020, the Legislation Body of the House of Representatives of the Republic of Indonesia
("DPR") and the Indonesian government agreed to pass the Omnibus Bill on Job Creation or what is
commonly known as the Omnibus Law. The bill is a breakthrough effort by the government to
comprehensively amend 76 sectoral laws and amend or revoke hundreds of regulations to create job
opportunities and improve Indonesia's investment ecosystem.

Within seven days after the date of the plenary meeting at DPR on 5 October 2020, the bill will be
delivered to the President, who is expected to sign the bill into law. Failing which, it will automatically

become law within 30 days after the draft bill is jointly agreed by the President and DPR.

From the beginning, the Omnibus Law has attracted both criticisms and applauds. Despite its
controversial deliberation process, many, including the government, believes that the Omnibus Law will
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accelerate Indonesia's national economic growth and encourage reform of the country's regulatory
system, which in turn will make Indonesia more favourable for investment in today's global economy.
Oppositions against the Omnibus Law have mostly come from labour groups, NGOs, and students, all
of whom have regularly expressed their rejection through a series of mass rally.

Compared to the initial draft released in early April 2020, which amended a total of 79 laws,! the final
draft amended a total of 76 laws. Seven laws have been excluded from the initial draft, namely:?

Law No. 40 of 1999 on Press;

Law No. 20 of 2003 on National Education;

Law No. 14 of 2005 on Teachers and Lecturers;

Law No. 12 of 2012 on Higher Education;

Law No. 20 of 2013 on Medical Education;

Law No. 4 of 2019 on Midwifery; and

Law No. 20 of 2014 on Standardisation and Conformity Assessment.

No oMb

On the other hand, the Omnibus Law includes the amendment of four new laws as follows:3

1. Law No. 6 of 1983, in conjunction with Law No. 16 of 2009 on the General Rules and Guidelines
on Taxation;

2. Law No. 7 of 1983, in conjunction with Law No. 36 of 2008 on Income Tax;

3. Law No. 8 of 1983, in conjunction with Law No. 42 of 2009 on Value-Added Tax on Goods and
Services and Tax of Luxury Goods; and

4. Law No. 18 of 2017 on the Protection of Migrant Workers in Indonesia.

The Bigger Picture

The Omnibus Law consists of 15 chapters and 186 articles, spanning over 900 pages, and covering
these main subjects:

investment growth and licensing leniency;

protection and enforcement of small-medium scale enterprises and cooperative;
employment;

research and innovation;

ease of doing business;

land procurement;

economic area,;

central government investment and national strategic projects;

government administration; and
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10. sanctions.

This is by far the most ambitious and complicated piece of legislation in Indonesia, covering many
sensitive areas, such as employment, that previous governments have refused to touch.
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There are several ways in which the Omnibus Law seeks to address problems that often become the
source of regulations overlap and inconsistency. First, it enables the central government to set
standards and criteria for local and ministerial-level regulations. The Omnibus Law states that a local
regulation cannot be inconsistent with the regulations above it. The simplification and synchronisation
of regulations in Indonesia is much needed, considering that local regulations sometimes present a
stumbling block to investment and ease of doing business.

Second, the Omnibus Law simplifies the licensing process in Indonesia by bringing it under the central's
government authority and integrating it in the online submission system ("OSS") platform. Currently, the
OSS is managed by the Indonesia Investment Coordinating Board or BKPM. Online submission will
bring transparency and eradicate corruption in the licensing process. At the same time, this
centralisation of power in the central government will allow the government to operate more efficiently
and effectively.

Constitutionality Challenge

In April 2020, three NGOs filed a lawsuit against the President of the Republic of Indonesia at the Jakarta
Administrative Court to demand the revocation of the Presidential Letter (Supres) of the Omnibus Law.*
The hearings had been completed and parties are now awaiting the court decision.®

Keeping in mind that the government and the DPR had already concluded the deliberation of the
Omnibus Law, any challenge in the future will have to be brought by way of a petition for judicial review
to the Constitutional Court.

A Long Road Ahead

By any measure, the Omnibus Law is an ambitious project. This one-fits-all law amends 76 cross-
sectoral laws, which consequently will require the government to undertake a process of harmonisation
and synchronisation of existing laws, on top of making new regulations in the form of a government
regulation, presidential regulation, ministerial regulation or decree, that are hierarchically placed below
the Omnibus Law.b It is expected that at least 39 new government and presidential regulations will be
drafted and passed within three months after the enactment of the Omnibus Law.”

The biggest task will be the massive synchronisation of regulations. Under the Omnibus Law, all
regulations will be reviewed against the regulations or laws above it for inconsistency. We expect that
the majority of the 39 new regulations will specifically deal with this task.

Because these implementing regulations will be key in ensuring that the Omnibus Law can be
implemented effectively and achieve its intended purpose, our hope is that these regulations will be
issued in a timely manner. While some have said that the timing is not ideal, reform to Indonesia's
bureaucracy and regulatory system is long overdue.
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1. Coordinating Ministry of Economic Affairs, Press Release No.

HM.4.6/137/SET.M.EKON.2.3/10/2020 re. Omnibus Law is Approved, Protection of Small-
Medium Scale Enterprises and Priority of Workers, dated 4 October 2020.

2. Ibid.

Ibid.

4, Case Tracking Information System (SIPP) of the Administrative Court of Jakarta
https://sipp.ptun-jakarta.go.id/index.php/detil perkara

5. Ibid.

Article 181 of the Omnibus Law.

7. Article 185 of the Omnibus Law.
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Our Regional Contacts

RAJAH & TANN | Sungapore
Rajah & Tann Singapore LLP

T +65 6535 3600
sg.rajahtannasia.com

R&T SOK&HENG | Cambodia
R&T Sok & Heng Law Office

T +85523963 112/ 113

F +855 23963116
kh.rajahtannasia.com

RAJAH &TANN 375 b8

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 | Indonesia
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

Rajah & Tann Asia is a network of legal practices based in Asia.
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CHRISTOPHER &LEE ONG | Malaysia
Christopher & Lee Ong

T +60 322731919

F +60 3 2273 8310

www.christopherleeong.com

RAJAH & TANN | Mvanmar

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

F +951 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 | 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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Our Regional Presence

Rajah & Tann Singapore LLP
Shanghai Representative Office

China
Rajah & Tann (Laos) Co., Ltd.
Lao PDR
fiajah & T.ann ® Rajah & Tann LCT Lawyers
Myanmar Company Limited ® PY Viewiim
Myanmar
R&T Asia (Thailand) Limited ™ ® Gatmaytan Yap Patacsil
Thailand ° Gutierrez & Protacio
b (C&G Law)
R&T Sok & Heng Law Office Philippines

Christopher & Lee Ong

P Cambodia
Malaysia

Rajah & Tann Singapore LLP
Singapore

Assegaf Hamzah & Partners
Indonesia

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 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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