
	 CHAPTER 4: INVESTMENT

	Objective

APEC economies will achieve free and open investment in the Asia-Pacific region by:

a. liberalizing their respective investment regimes and the overall APEC investment environment by, inter-alia, progressively providing for MFN treatment and national treatment and ensuring transparency; 

b. facilitating investment activities through, inter-alia, technical assistance and cooperation, including exchange of information on investment opportunities; and,

c. implementing and maintaining standards  consistent with the APEC Leaders’ Transparency Standards.



	Guidelines
Each APEC economy will:

a.          progressively reduce or eliminate exceptions and restrictions to achieve the above objective, using as an initial framework the WTO Agreement, the APEC Non-Binding Investment Principles, the APEC Leaders’ Transparency Standards, any other international agreements relevant to that economy, and any commonly agreed guidelines developed in APEC including the Menu of  Options for Investment Liberalization and Business Facilitation;
b. 
seek to expand APEC’s network of bilateral and regional investment agreements and contribute to multilateral work on investment;

c.
facilitate investment flows within the Asia-Pacific region through promoting awareness of investment opportunities, undertaking capacity building and technical cooperation activities, and implementing measures such as those in the Menu of Options; and

d. 
examine ways to incorporate new investment forms and activities for the economic development of the Asia-Pacific region including investment forms and activities that support the new economy. 


	Collective Actions
APEC economies will:

1.
Transparency

Short-term

a.
Increase the transparency of APEC investment regimes by:

(i)
Updating the APEC Guidebook on Investment Regimes;

(ii)
Establishing software networks on investment regulation and investment opportunities;

(iii)
Improving the state of statistical reporting and data collection; 
(iv) Increasing understanding among member economies on investment policy-making issues; and

(v) Fully implementing and maintaining the APEC Leaders’ Transparency Standards.

2.
Policy Dialogue

Short-term

b.
Promote dialogue with the APEC business community on ways to improve the APEC investment environment.

c.
Continue a dialogue with appropriate international organizations dealing with global and regional investment issues.

3.
Study and Evaluation

Short-term

d.
Define and implement follow-on training to the WTO implementation seminars;
e.
Undertake an evaluation of the role of investment liberalization in economic development in the Asia-Pacific region.

f.
Study possible common elements between existing subregional arrangements relevant to investment.

Medium-term

g.
Refine APEC’s understanding of free and open investment.

Long-term

h.
Assess the merits of developing an APEC-wide discipline on investment in the light of APEC’s own progress through the medium-term, as well as developments in other international fora.
i.
Study the advantages and disadvantages of creating investment rules – bilateral, regional, or multilateral – with a view to fostering a more favorable investment environment in the Asia- Pacific region.
4.
Facilitation

Short-term and continuing
j.
Undertake practical facilitation initiatives by:

(i)
Progressively working towards reducing impediments to investments including those investments related to e-commerce;

(ii)
Undertaking the business facilitation measures to strengthen APEC economies; and

(iii)
Initiating investment promotion and facilitation activities to enhance investment flow within APEC economies.

5. Economic and Technical Cooperation

Short-term

k.
Identify ongoing technical cooperation needs in the Asia-Pacific region and organize training programs which will assist APEC economies in fulfilling APEC investment objectives.

6. Capacity Building Initiatives

l.
Undertake new activities that contribute to capacity building.

7. Menu of Options

m.
Ongoing improvement of the Menu of Options.
The current CAP relating to investment can be found in the Investment Collective Action Plan.


	Indonesia’s Approach to Investment in 2008
Indonesia has a competitive investment policy which has been substantially opened for foreign investment access. Indonesia is continuously working towards opening more sectors for investment. As part of Indonesia’s commitment to continuously improve the investment climate, subsequent to the endorsement of the new Investment Law, the Government has issued several numbers of laws and regulations related to investment. The most recent laws issued were Law on Railway and Law on Shipping and Port that allows private investors from domestic and overseas to invest in these sectors. The Government also provides fiscal incentives to further attract investment and simplified investment procedures and licensing, and will continuously undertake measures to improve investment climate in the years to come. 

These measures include:

· Investment approval process will be completed by the Indonesian Board of Investment in Jakarta within 10 working days

· Simplification of Investment requirements .

· Most sectors are opened for FDI.

· No minimum requirement on the investment value.

· 100 percent foreign equity participation is allowed for a number of sectors.

· FDI companies are free to choose their locations in accordance with local governments’ spatial plan.




	Indonesia’s Approach to Investment Measures in 2008

	Section
	Improvements Implemented Since Last IAP
	Current Investment Measures Applied
	Further Improvements Planned

	General Policy Framework

	Indonesia has issued several laws and regulations related to investment, namely:

1. Presidential Regulation No. 111 of 2007 concerning Amendment of Presidential Regulation No. 77 of 2007 concerning The List of Lines of Business Closed and Open with Conditions to Investment. This regulation opens more sectors to foreign and domestic investors.
2. Presidential Instruction (INPRES) No. 6 of 2007 on Accelerating the Development of the Real Sector and Empower of Micro, Small and Medium Enterprises (MSMEs).

The issuance of this INPRES has increased the transparency of government work plan in accelerating economic growth to alleviate unemployment and poverty.

This INPRES covers 4 (four) elements: 1) Investment Climate Improvement Policy, 2) Financial Sector Reform Policy,  3) Infrastructure Development Policy and 4) Empowerment of Micro, Small and Medium Enterprises (MSMEs)
Since IAP 2007, Indonesia has signed Investment Guarantee Agreement (IGA) with 2 (two) other countries, namely Japan (IJ-EPA) and Russia.

Totally, Indonesia has signed IGA with 63 countries
	Indonesia has made a major step in improving its investment climate by issuing various laws and regulations related to investment aimed at providing transparency, consistency and guarantee to investment in Indonesia, namely:

· Law No. 25 of 2007 concerning Investment

Indonesia considers investment as an important element in its national economic activity and endorsed this law to address factors hampering the investment climate. This law is the main framework of investment regulations in Indonesia. The law improves the coordination between the Central and Regional Government so as to create an efficient investment process. It also increased legal certainty for investment, establish competitive cost and improved labor and business security. This law covers all direct investment activities and provides equal treatment in investment. It gives certainty on the investment facilities accorded to investors

Through this law, the Indonesian Investment Coordinating Board (Badan Koordinasi Penanaman  Modal/ BKPM) formulates the investment policy, coordinates and supervises investment activities, conducts investment promotion activities, and provides investment services as well as approval for FDI.

FDI shall be in the form of Limited Liability company under Indonesia’s jurisdiction based on the law No. 40 of 2007. A limited liability company is required to have at least 2 (two) founders who should agree upon the company’s statute and shareholder agreements. The law governs the procedures and provisions in the establishment a new company including issues legal entity, statute of the company, equity structure, social and environmental responsibility for economic sustainability, etc.

In accordance to the Most Favored Nations, equal treatment will be given to all investors. The law ascertains investors that no nationalization or taking over of ownership will be made by the government and protection will be given accordingly. Investors are also assured of the transfer/repatriation in foreign currency.

The government provides facilities to investors to enable business expansion and new investment creation. These facilities may include duty and tax reduction and exemptions, land rights, immigration and import licensing facilities.

· Presidential Regulation No. 76 of 2007 concerning Formulation Criteria and Requirement of List of Lines of Business Closed and Open with Conditions to Investment.

In determining the list of lines of business, the regulation follows these basic principles: simplification; compliance with international agreement or commitment; transparency; legal certainty; the unitary of the Indonesian territory as a single market.

Some lines of businesses closed both to foreign and domestic investment are based on the criteria of: health; safety; defense and security; environment and moral/culture (K3LM); and other national interest. 

· The List of Lines of Business Closed and Open with Conditions to Investment is provided in the Presidential Regulation No. 77 of 2007. 

· Government Regulation No. 1 of 2007 concerning the Income Tax Facilities for Investment in Certain Business Fields and/or Certain Regions awards taxpayer of domestic agencies in the form of limited company and cooperation investing on Certain business fields; or certain business fields and certain regions, with the following Income Tax Facilities:

a) 30% net tax deduction of the total Investment, charged for 6 years

b) Accelerated depreciation and amortization;

c) Income Tax charge for dividend paid to Foreign Tax Subject shall be 10%, or lower tariff according to effective Double Taxation Avoid Agreement; and

d) Loss compensation for more than 5 years but not more than 10 years.

· Government Regulation No. 7 of 2007 concerning the Import and/or Transfer Strategic/Certain Taxable Items included in Value Added Tax Exemption. 

· Presidential Decree No. 87 of 2003 concerning National Team of Increasing Export and Investment which provided authority to the Indonesian Investment Coordinating Board in facilitating investment flows to Indonesia.
· Presidential Instruction INPRES 6/2007 on  Accelerating the Development of the Real Sector and Empower of Micro, Small and Medium Enterprises (MSMEs).  

INPRES 6/2007 is the continuation of IN with INPRES 3/2006 on Improvement of Investment Climate with additional measures on Empowerment of Micro, Small and Medium Enterprises  
Indonesia has signed Investment Guarantee Agreement (IGA) with 61 countries. Indonesia is also a member of the Multilateral Investment Guarantee Agency (MIGA).

Further details can be obtained at website:

http://www.bkpm.go.id 

Contact point:


a.
Deputy Chairman for Investment Cooperation, Board of Investment. 


Jl. Gatot Subroto No. 44, Jakarta, Indonesia.


Phone
:
+62-21-5252008 ext 3349


Fax
:
+62-21-5269836

b.
Director of Regional Cooperation, Board of Investment. 


Jl. Gatot Subroto No. 44, Jakarta, Indonesia.


Phone
:
+62-21-5252008 ext 4403


Fax
:
+62-21-5252769 


	One Stop Integrated Service

On-line investment registration
Indonesia will work towards the possibility of expanding bilateral investment guarantee agreements with other APEC economies. [Menu 1.08]

In liberalizing its investment regime, Indonesia, with other ASEAN Member countries, have been negotiating free trade agreements with dialogue partners namely Australia/New Zealand, Korea, China.

In Sub Regional fora (Brunei Darussalam - Indonesia –Malaysia - Philippines  -  East Asian    Growth   Area /  BIMP – EAGA) and Indonesia – Malaysia – Thailand – Growth Triangle / IMT-GT), cooperation in the area of investment facilitation and promotion will also continuously be advanced.

	Transparency
Implement APEC 

Leaders’ Transparency 

Standards on 

Investment(  


	-
	The Indonesian Government provides, disseminates and periodically updates the Indonesian Investment regimes to the public by publishing various information and promotional kits regarding investment. Investment requirements and procedures have also been disseminated through these channels. [Menu 2.01]

The Indonesian Government has further increased the transparency of its foreign investment policy, to APEC Economies and the business community in general, through the provision of detailed information on investment in the 1999, 2003 and 2007 APEC Investment Guidebook. [Menu 2.01]

Through its homepage (http://www.bkpm.go.id), BKPM has published all the necessary information on investment in Indonesia, including related laws and regulations. Investors could also download the investment application template from the website. BKPM has also dedicated an E-mail address (sysadm@bkpm.go.id) to answer various questions and issues related to investment in Indonesia. [Menu 2.02]

Contact point:


a.
Deputy Chairman for Investment Cooperation, Board of Investment. 


Jl. Gatot Subroto No. 44, Jakarta, Indonesia.


Phone
:
+62-21-5252008 ext 3349


Fax
:
+62-21-5269836

b.
Director of Regional Cooperation, Board of Investment. 


Jl. Gatot Subroto No. 44, Jakarta, Indonesia.

     Phone
:
+62-21-5252008 ext 4403

Fax
:
+62-21-5252769

	-

	Non-discrimination

	-
	Indonesia is open for all foreign investors to invest in Indonesia regardless of their country of origin. Indonesia imposes no discriminatory treatment to foreign investors. [Menu 3.01]

 

Same treatment between foreign and domestic investors has also been introduced through the Law 25/2007, in accordance to Indonesia’s national interests. [Menu 3.03]

 

Most business sectors are basically open for foreign investment, with only a few business fields which are not allowable as mentioned in the Negative List. Investment incentives are applied in the same treatment to both domestic and foreign investments. [Menu 3.04] 

  

There is no access limitation upon FDI companies to sources of investment funds from offshore financing as long as there is no government involvement. [Menu 3.19]

For further details, please refer to website:

http://www.bkpm.go.id

Contact point :   

a.
Deputy Chairman for Investment Cooperation, Board of Investment


Jl. Gatot Subroto No. 44, Jakarta, Indonesia

     Phone
:
+62-21-5252008 ext 3349


Fax
:
+62-21-5269836

b.
Director of Regional Cooperation, Board of Investment. 


Jl. Gatot Subroto No. 44, Jakarta, Indonesia.


Phone
:
+62-21-5252008 ext 4403

Fax
:
+62-21-5252769 

	-

	Expropriation and Compensation


	-
	Based on Law No. 25 of 2007, the Government guarantees that there shall be no nationalization. Should nationalization take place, the Government shall provide compensation based on the market value. [Menu 4.01]

In addition, IGA also guarantees such compensation. [Menu 4.02]

 

For further details, please refer to website:

http://www.bkpm.go.id

Contact point:   

a.
Deputy Chairman for Investment Cooperation, Board of Investment


Jl. Gatot Subroto No. 44, Jakarta, Indonesia


Phone
:
+62-21-5252008 ext 3349


Fax
:
+62-21-5269836

b.
Director of Regional Cooperation, Board of Investment. 


Jl. Gatot Subroto No. 44, Jakarta, Indonesia


Phone
:
+62-21-5252008 ext 4403


Fax
:
+62-21-5252769


	-

	Protection from Strife
 and Similar Events


	Since IAP 2007, Indonesia has signed Investment Guarantee Agreement with 2 (two) other countries, namely Japan (IJ-EPA)        and    Russia.   Totally, 

Indonesia has signed IGA with 63 countries.

	In case of war, or other armed conflict, revolution, state of national emergency, revolt, insurrection or riot, the Government guarantees compensation and transfers of the losses. Indonesia has signed with 61 countries. Indonesia is also a member of the Multilateral Investment Guarantee Agency (MIGA). [Menu 5.01]

 

Contact point:    

a.
Deputy Chairman for Investment Cooperation, Board of Investment


Jl. Gatot Subroto No. 44, Jakarta, Indonesia


Phone
:
+62-21-5252008 ext 3349


Fax
:
+62-21-5269836

b.
Director of Regional Cooperation, Board of Investment. 


Jl. Gatot Subroto No. 44, Jakarta, Indonesia.


Phone
:
+62-21-5252008 ext 4403


Fax
:
+62-21-5252769 


	Indonesia plans to sign more Investment Guarantee Agreement (IGA) with different countries in order to enhance investment certainty.



	Transfers of capital related to investments

	-
	Indonesia has long adopted a free foreign exchange regime and there is no restriction imposed on transferring funds related to foreign investment such as profits, dividends, royalties, loan payments and liquidation. Law No. 25/ 2007 also guarantees the right for transfer, repatriation and payments in the form of foreign exchange. [Menu 6.01]


	-

	Performance Requirements

	-
	Indonesia has already eliminated all investment provisions which contradicted the Trade Related Investment Measures (TRIMs) and are inconsistent with the GATT/WTO principles. [Menu 7.01]

 

No local contents and export requirements is imposed by the Indonesian Government. [Menu 7.03]

 

Contact point:

a.
Deputy Chairman for Investment Cooperation, Board of Investment


Jl. Gatot Subroto No. 44, Jakarta, Indonesia

     Phone
:
+62-21-5252008 ext 3349


Fax
:
+62-21-5269836

b.
Director of Regional Cooperation, Board of Investment. 


Jl. Gatot Subroto No. 44, Jakarta, Indonesia.


Phone
:
+62-21-5252008 ext 4403


Fax
:
+62-21-5252769    


	-

	Entry and Stay of Personnel

	-
	Foreign experts: 

Indonesia still needs expatriates in certain areas of expertise/occupation which cannot be provided by an Indonesian. The duration and area of expertise in which expatriates could have in Indonesia is regulated by Government regulation. This is primarily based on expertise and the availability of Indonesian nationals to fill the position. [Menu 8.01]

 

A Visa for the members of the boards of directors will be issued providing that these individuals have been appointed and entrusted by the shareholders for that specific position. [Menu 8.02]

 

The position of Director can be filled by foreign citizens, with the exception of Personnel/Human Resource Director. [Menu 8.03] 

In facilitating temporary residency for business purposes and/or work, Indonesia provides Visit Stay Permit (work prohibited), Limited Stay Permit (valid up to two years), and Permanent Stay Permit (valid for 5 years and can be extended every 5 years). 

The length of stay of Limited Stay Permit can be extended twice consecutively with every extension valid up to two years (Govt. Regulation No: 18 Year 2005 Article 1).

Visit stay permit may be converted on shore (after residing In Indonesia for four moths consecutively) to limited stay permit.

For the purposes of employment, sponsoring company who acts as employer may apply for limited stay visa for the employee to the Director General of Immigration

Permanent Stay Permit in Indonesia differs from Permanent Resident status accorded by other economies. Indonesia does not acknowledge Permanent Resident status.

Contact point:   

a. 
Directorate General of Immigration, Department of Law and 

     Human Rights

b. 
Department of Manpower & Transmigration

Website http://www.nakertrans.go.id
c.
For details information on Indonesian Short Term Business Entry Arrangement, please visit the APEC Business Travel Handbook at the Business Mobility Group website in the following address:

http://www.businessmobility.org/travel/displayForm.asp?id=8&fid=2    


	-

	Settlement of Disputes

	-
	The Law No. 30 of 1999 governs the arbitration and alternative dispute resolution. Dispute between shareholders/investors can be settled through Badan Arbitrase Nasional Indonesia/BANI (Indonesia National Arbitration Board) and Pengadilan Negeri (State Court). [Menu 9.01]

 

Should it be deemed necessary, a dispute between state and nationals of other states can be referred to and settled through the International Center for Settlement of Investment Dispute (ICSID) in Washington D.C., in which Indonesia is a party. [Menu 9.02]

 

Further information can also be seen in Chapter 12 (Dispute Mediation)


	-

	Intellectual Property

	-
	In line with TRIP Agreement, Indonesia has introduced a series of measures to strengthen the legal framework for the protection of Intellectual Property Rights, namely, Law No. 14 of 2001 on Patent, Law No.15 of 2001 on Trademarks, Law No. 30 of 2000 on Trade Secret, Law No. 31 of 2000 on Industrial Design, and Law No. 32 of 2000 on Integrated Circuit Layout Design [Menu 10.01].

 
Indonesia has established The National Coordination to Combat IPR Infringements based on the Presidential Decree No. 4 of 2006.
Contact point: 

Directorate General of Intellectual Property Rights, Department of Justice & Human Right

http://www.dgip.go.id/ 

	-

	Avoidance of Double Taxation

	-
	Indonesia has signed Avoidance of Double Taxation Agreements with 57 countries [Menu 11.01]

 

Contact point: 

Directorate General of Taxation, Department of Finance

http://www.pajak.go.id/

	Indonesia will continue to negotiate tax treaties with APEC economies and other countries.

	Competition Policy and Regulatory Reform

	-
	Based on Law No. 5 of 1999 on Prohibition on Monopolistic Practices and Unfair Business Competition, investment activities in Indonesia should not be engaged in any monopolistic and unfair business practices that are detrimental to public’s interests. [Menu 12.01]

 

Further information can also be seen in Chapter 8 (Competition Policy)


	-

	Business Facilitating Measures to Improve the Domestic Business Environment

	-
	Investment application/approval procedures have been substantially simplified.  Foreign applications no longer need the President’s approval. A foreign investment application, regardless on the value of investment, can be approved by the Investment Coordinating Board in Jakarta. [Menu 13.02]

 

The Government issues approval on investment application within 10 working days providing that all required documents are completed.

 

For further details, please refer to website http://www.bkpm.go.id
Contact point:   

a.
Deputy Chairman for Investment Cooperation, Board of Investment


Jl. Gatot Subroto No. 44, Jakarta, Indonesia


Phone
:
+62-21-5252008 ext 3349


Fax
:
+62-21-5269836

b.
Director of Regional Cooperation, Board of Investment. 


Jl. Gatot Subroto No. 44, Jakarta, Indonesia.


Phone
:
+62-21-5252008 ext 4403


Fax
:
+62-21-5252769    


	Indonesia will continue to improve its investment and business climate by simplifying investment application/approval procedures. [Menu 13.02]

	Other Investment Measures


	-
	-
	-


	Improvements in Indonesia’s Approach to Investment Measures since 1996

	Section
	Position at Base Year (1996)
	Cumulative Improvements Made to Date

	General Policy Framework

	· The main regulatory framework governing foreign direct investment in Indonesia is the Foreign Capital Investment Law through Law No. 1/1967. This Law defines foreign investment as a direct investment of foreign capital in Indonesia and provides a broad statutory framework for the promotion, protection and regulation of foreign investment. [Menu 1.01]

 

-
There are other regulatory frameworks related to investment such as Capital Market Law, Banking Law, Insurance Law, the Pension Law and Law on Mining of Oil and Gas. In addition, numerous implementing regulations and decrees have been adopted and revised from time to time to clarify important details of the investment regime. [Menu 1.01]

-  
Indonesia concluded 33 bilateral and regional investment agreements with other countries including APEC economies, namely Australia, People’s Republic of China, Republic of Korea, Malaysia, Singapore as well as ASEAN. [Menu 1.08]


	Since 2007, Indonesia has made a major step forward on improving investment climates by issuing a number of laws and regulations related to investment, including the issuance of the new Law No. 25 of 2007 on Investment.

Other laws have been endorsed supportive to the investment regime, namely Law No. 40 of 2007 concerning Limited Liability Company; Presidential Regulation No. 76 of 2007 concerning Formulation Criteria and Requirement of List of Lines of Business Closed and Open with Conditions to Investment; Presidential Regulation No. 111 of 2007 concerning Amendment to Presidential Regulation No. 77 of 2007 concerning The List of Lines of Business Closed and Open with Conditions to Investment; Government Regulation No. 1 of 2007 concerning the Income Tax Facilities for Investment in Certain Business Fields and/or Certain Regions; Government Regulation No. 7 of 2007 concerning the Import and/or Transfer Strategic Certain Taxable Items which included the Value Added Tax Exemption.
The abovementioned laws and regulations have increased legal certainty for investment, establish competitive cost and improved labor and business security, provided equal treatment and accorded numerous facilities.
Since 1996, the number of bilateral and regional investment guarantee agreements signed with other countries has increased from 33 agreements to 39 in 1997, 46 in 1998, 50 in 1999, 52 in 2000 and 55 in 2001 up to 2004, 57 in 2005, 61 in 2006, and 63 agreements in 2007.  [Menu 1.08]



	Transparency
Implement APEC Leaders’ 

Transparency Standards on 

Investment(  


	The Indonesian Government provides, disseminates and periodically updates the Indonesian investment regimes mainly by the means of hard copies or publishing various information and promotional kits regarding investment, among others: Indonesian Investment News (published quarterly), Investment in Indonesia Indonesia : A Brief Guide for Investors, Indonesia Investment Regulation and Foreign Investment Policy [Menu 2.01]

	· The Government of Indonesia continues to provide, disseminate & periodically update the public by the means of hard copies, and provides a wealth of information through its website. [Menu 2.01]

 

· The Government of Indonesia has further increased the transparency of its foreign investment policy by providing detailed information in the 2003 as well as the updated 2007 APEC Investment Guidebook. [Menu 2.01]

 

· Indonesia has enacted the Presidential Decree No. 7/1998 on the Public and Private Sector Cooperation in the Development and Management of Infrastructure by which transparency of foreign investment involvement is    secured. [Menu 2.02]

 

· Besides establishing its homepage, BKPM also dedicated an e-mail address (sysadm@bkpm.go.id) to answer questions and concerns of the public as well as the business community [Menu 2.02]

 

· Regular meetings between the Government and private sectors are conducted to disseminate information on investment policies and opportunities and obtain private sector’s feedbacks. [Menu 2.04]

 

	Non-discrimination

	Foreign manufacturing companies investing in Indonesia are allowed to :

a.
Import complementary goods from the company affiliates abroad and sell them in domestic market

b.   Sell their own product in the domestic market up to the level of wholesaler, which previously allowed only for joint venture company;

c.   Export goods produced by other companies. [Menu 3.03]

 

The Government has engaged in a continuous process of simplifying the Negative List of Investment (NIL) by opening a number of key sectors to foreign direct investment as well as reducing the restrictions as agreed in the WTO Agreement (TRIMs) as well as in the framework of APEC guidelines. [Menu 3.06]

· Foreign investors, either an enterprise and/or individual basis, may have 100% equity in a company in certain sectors. [Menu 3.11]

 

· The establishment of a joint venture is only required for 8  investment sectors which are vital for public interest, such as operation of harbour, telecommunication, power generation, shipping lines,   airlines, potable water, public railways and nuclear power generation. [Menu 3.13]

 

· The minimum capital requirement for foreign investment has been eliminated. [Menu 3.22]

 

· Indonesia applied a requirement which necessitates 100% foreign owned company to sell at least a nominal percentage to an Indonesian citizen and/or Indonesian entity or through capital market after 15 years of its commercial operation
	· Foreign companies are allowed to :

a. Operate bonded zones or warehouses;

b. Establish a holding company or to acquire the shares of the existing holding company. [Menu 3.03]

 

· Most business sectors are basically open for foreign investment, with only a few business fields which are not allowable as mentioned in the Negative List. The list, however, is being continuously reviewed to further provide the opportunity for investment. [Menu 3.06] 

· Foreign trade representative office is allowed to operate in any provincial capital. [Menu 3.15]

· Retail trade companies as well as wholesale (distributor) companies may act as general importers. [Menu 3.16]

 

· FDI companies have no limited access to sources of investment funds from offshore financing as long as the   government is not involved to the offsore financing [Menu 3.19]

 

· In June 24, 1999, the Government phased-out the local content program for motor vehicles producers. [Menu 3.25]

-  The requirements that foreign direct investment (FDI) can only be made in existing firms to “rescue and restore” these firms are no longer valid.

· The Law No. 25/2007 seized the application of the requirement which necessitates 100% foreign owned company to sell at least a nominal percentage to an Indonesian citizen and/or Indonesian entity or through capital market after 15 years of its commercial operation


	Expropriation and Compensation

	Law No. 1 of 1967 on Foreign Direct Investment guarantees that there shall be no nationalization undertaken by the Government unless otherwise declared by the Law that the interest of the State requires to take such step. Should nationalization take place, the Government shall provide a reasonable compensation. [Menu 4.01]


	Law No. 25 of 2007 concerning Investment guarantees that there shall be no nationalization undertaken by Government except otherwise declared by Law that the State requires such a step. Should nationalization taken place, the Government shall provide a compensation based on the market value.

	Protection from Strife and Similar Events

	The Indonesian Government had signed Investment Guarantee Agreement (IGA) with as many as 33 countries. [Menu 5.01]

 

Under IGA, the Indonesian Government guarantees both compensation and its transfers of the losses owing to war and other armed conflict, revolution, state of national emergency, revolt, insurrection or riot. [Menu 5.01]

 
	The Indonesian Government has signed IGA with 39 countries in 1997, 46 in 1998, 50 in 1999, 52 in 2000 and 55 in 2001 up to 2004, 57 in 2005, 61 in 2006, 63 agreements in 2007 [Menu 5.01]



	Transfers of Capital Related to Investments

	Indonesia has adopted a free foreign exchange regime. There is no restriction imposed on transferring funds related to foreign investment such as profits, dividends, royalties, loan payments and liquidation. [Menu 6.01]


	-

	Performance Requirements


	Indonesia has already abolished Trade Related Investment Measures (TRIMs) which are inconsistent with GATT/WTO principles. [Menu 7.01]

	-

	Entry and Stay of Personnel

	Indonesia still needs expatriates, but there are limited to certain areas of expertise/occupation which cannot be occupied by an Indonesian. The duration of the expatriates to work in Indonesia is subject to Government regulation, based on expertise and the availability of an Indonesian expatriate to replace the position. [Menu 8.01]

 

A visa for the members of the boards of directors will be issued as long as they are still appointed and entrusted by the shareholders for the position. [Menu 8.02]

 

Directors can be fulfilled by foreign citizens, except for Personnel Director. [Menu 8.03]

 
	In facilitating temporary residency for business purposes and/or work, Indonesia provides Visit Stay Permit (work prohibited), Limited Stay Permit (valid up to two years), and Permanent Stay Permit (valid for 5 years and can be extended every 5 years). 

The length of stay of Limited Stay Permit can be extended twice consecutively with every extension valid up to two years (Govt. Regulation No: 18 Year 2005 Article 1).

Visit stay permit may be converted on shore (after residing In Indonesia for four moths consecutively) to limited stay permit.

For the purposes of employment, sponsoring company who acts as employer may apply for limited stay visa for the employee to the Director General of Immigration

Permanent Stay Permit in Indonesia differs from Permanent Resident status accorded by other economies. Indonesia does not acknowledge Permanent Resident status.



	Settlement of Disputes

	Dispute between shareholders/investors can be settled through 

Badan Arbitrase Nasional Indonesia/BANI (Indonesia National Arbitration Board) and Pengadilan Negeri (State Court). [Menu 9.01]

 

Dispute between state and nationals of other states can be settled through  the International Center for Settlement of Investment Dispute (ICSID) in Washington D.C., in which Indonesia is a party. [Menu 9.02]

	-

	Intellectual Property 


	Indonesia has patent, copyright and trade mark laws which are compatible with international standards :

-
Law No. 6/1984 on Patent

-
Law No. 6/1982 on Copyright as amended by Law No 7/1987

-
Law No. 19/1992 on Trade marks. [Menu 10.01]

 
	In line with TRIP agreement, Indonesia has introduced laws relating to IPR (Patent, Copyrights and Trade Mark) namely, Law No.12 of 1997 on Copyrights, Law No.14 of 2001 on Patent, Law No.15 of 2001 on Trademarks. In addition, other new laws related to IPR have been issued as follows: Law No. 30 of 2000 on Trade Secret, Law No. 31 of 2000 on Industrial Design, and Law No. 32 of 2000 on Integrated Circuit Layout Design. [Menu 10.01]
Indonesia has established The National Coordination to Combat IPR Infringements based on the Presidential Decree No. 4 of 2006.


	Avoidance of Double Taxation

	Indonesia has bilateral agreement on the Avoidance of Double Taxation with 32 other economies including Australia, Canada, Japan, Malaysia, Philippines, Singapore, South Korea, Chinese Taipei, Thailand and USA. [Menu 11.01]


	Since 1996, the bilateral agreement on the Avoidance of Double Taxation Agreements with other economies has increased to 47 agreements in 1997, around 50 agreements in 2002 and currently increased to 57 agreements  [Menu 11.01]



	Competition Policy and Regulatory Reform

	Indonesia did not have a competition law. However, provisions prohibiting unfair competition in business activities are laid down in various laws such as criminal code, civil code, trade mark law, capital market law, small business law, etc. [Menu 12.01]


	A competition law was introduced in 1999, namely, Law No. 5 of 1999 on Prohibition on Monopolistic Practices and Unfair Business Competition. Under this Law, Indonesian investment activities have to be managed to avoid any monopoly and unfair business practices which are harmful to the interest of public. [Menu 12.01]


	Business Facilitating Measures to Improve the Domestic Business Environment 


	All foreign investment applications should be submitted to the President for approval.


	Investment application/approval procedures have been substantially simplified. All foreign applications no longer need President’s approval. [Menu 13.02]

 

A foreign investment application, regardless on the value of investment can be approved by Board of Investment in Jakarta. [Menu 13.02]




Appendix – APEC Leaders’ Transparency Standards on Investment

On 27 October 2002, in Los Cabos, Mexico, APEC Leaders adopted the Statement to Implement APEC Transparency Standards (“Leaders’ Statement”), and directed that these standards be implemented as soon as possible, and in no case later than January 2005.  

In paragraph 8 of the Leaders’ Statement, APEC Leaders instructed APEC sub-fora that have elaborated transparency provisions to review these regularly, and, where appropriate, improve, revise or expand them further.  Economies were further instructed that such revised transparency provisions should be presented to Leaders upon completion for incorporation into the Leaders’ Statement.  Accordingly, the following set of transparency standards on investment were developed for incorporation into the Leaders’ Statement.  These principles flow from the General Principles on Transparency agreed to by APEC Leaders at Los Cabos and also build on the Options for Investment Liberalization and Business Facilitation to Strengthen the APEC Economies – For Voluntary Inclusion in Individual Action Plans.  Economies agree to implement, in respect of investment, the General Principles contained in paragraphs 1 through 6 and paragraph 11 of the Leaders’ Statement.  

These principles provide specific guidance for implementation within an investment context.  

1.  Each Economy will, in the manner provided for in paragraph 1 of the Leaders’ Statement, ensure that its investment laws, regulations, and progressively procedures and administrative rulings of general application (“investment measures”) are promptly published or otherwise made available in such a manner as to enable interested persons and other economies to become acquainted with them.  

2.  In accordance with paragraph 2 of the Leaders’ Statement, each Economy will, to the extent possible, publish in advance any investment measures proposed for adoption and provide a reasonable opportunity for public comment.  

3.  In accordance with paragraph 3 of the Leaders’ Statement, upon request from an interested person or another Economy, each Economy will:  (a)  endeavor to promptly provide information and respond to questions pertaining to any actual or proposed investment measures referred to in paragraph 1 above; and (b) provide contact points for the office or official responsible for the subject matter of the questions and assist, as necessary, in facilitating communications with the requesting economy.  

4. Where warranted, each Economy will ensure that appropriate domestic procedures are in place to enable prompt review and correction of final administrative actions, other than those taken for sensitive prudential reasons, regarding investment matters covered by these standards, that: (a) provide for tribunals or panels that are impartial and independent of any office or authority entrusted with administrative enforcement and have no substantial interest in the outcome of the investment matter; (b) provide parties to any proceeding with a reasonable opportunity to present their respective positions; (c) provide parties to any proceeding with a decision based on the evidence and submissions of record or, where required by domestic law, the record complied by the administrative authority; and (d) ensure subject to appeal or further review under domestic law, that such decisions will be implemented by, and govern the practice of, the offices or authorities regarding the administrative action at issue.  

5.  If screening of investments is used based on guidelines for evaluating projects for approval and for scoring such projects if scoring is used, each Economy will promptly publish and/or make publicly available through other means those guidelines.  

6. Each Economy will maintain clear procedures regarding application, registration, and government licensing of investments by:  (a)  publishing and/or making available clear and simple instructions, and an explanation of the process (the steps) involved in applying/government licensing/registering; and (b) publishing and/or making available definitions of criteria for assessment of investment proposals.  

7.  Where prior authorization requirement procedures exist, each Economy will conduct reviews at the appropriate time to ensure that such procedures are simple and transparent.  

8.  Each Economy will make available to investors all rules and other appropriate information relating to investment promotion programs.  

9. When negotiating regional trade agreements and free trade agreements that contain provisions with an investor/state dispute settlement mechanism, each Economy should consider whether or not to include transparency provisions along the following lines: allowing public access to documents submitted to or issued by the investor/state arbitration tribunal; providing for open hearings before the investor/state arbitration tribunal; and authorizing investor/state arbitration tribunals to accept and consider submissions from other persons and entities who are not parties to the dispute.  Consistent with paragraph 11 of the Leaders’ Statement, appropriate exceptions for confidentiality should be made.

10.  Each Economy will participate fully in APEC-wide efforts to update the APEC Investment Guidebook.

( Economies should report against the actual language in the APEC Leaders’ Transparency Standards on Investment, which can be found in the �HYPERLINK  \l "Appendix"��Appendix� attached at the end of this document.


( Economies should report against the actual language in the APEC Leaders’ Transparency Standards on Investment, which can be found in the �HYPERLINK  \l "Appendix"��Appendix� attached at the end of this document. Economies should continue to use 1996 as the base year for previously raised IAP transparency issues, but may use 2003 as the base year for reporting on new transparency commitments per the APEC Leaders’ Transparency Standards.





  





