T ]
Tk 8287

:A Uy {mg
HI" i

74
2 i
4.5

'V V.V S
Iggﬁmasm

£

S

_Em
; |;

3 Yy
R \
Ry N O S
:-.‘:: b ....\ ' \llj j .
*!?I NN 2
M <
| ! “'hm jI|[ . FIER
WASERES ¥ |
| I ‘ | "| o | i
\-:\U [ i nh ![ | i ; :
i iyl / O = E !
1 17 s - A = ‘ i
% |

I lELL

Legal Insights

Comprehensive Overview

of Government Regulation

of the Republic of Indonesia

No. 35 of 2024 regarding Franchising



Comprehensive Overview of Government
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No. 35 of 2024 regarding Franchising

In the current era of globaliza-
tion, economic growth has be-
come increasingly dynamic and
complex, notably impacting inter-
national business collaborations.
Among these collaborations, fran-
chising has emerged as a promi-
nent model, particularly with the
influx of foreign businesses into

Indonesia. Government Regulation

of the Republic of Indonesia No.
35 of 2024 regarding Franchising

(“GR 35/2024”) has been enacted
to regulate and refine the fran-

chising practices within Indonesia,

reflecting its significance in trade
and services.

According to Article 1 of GR
35/2024, franchising is defined
as a specific right held by an in-
dividual or a legal entity over a
business system with established
criteria. This system is designed
to market goods or services that
have proven successful and can
be utilized by others through a

franchising agreement. Essential-
ly, franchising involves a business
arrangement between the owner
of a trademark, product, or oper-
ational system, and another par-

ty granted the right to use these

elements in running a business.

This regulation classifies franchis-
ing into two categories under Ar-
ticle 3: (i) franchising granted by
franchisors from abroad, and (ii)
franchising provided by domestic
franchisors. Each franchising ac-
tivity must be governed by a clear
agreement between the franchi-
sor and the franchisee, covering
both direct and sub-franchising
arrangements. To qualify as a
franchise, the franchisor must
have a proven business system,
register its intellectual property
right, and provide ongoing sup-
port to the franchisee.

Article 7 of GR 35/2024 outlines
the rights and obligations of both



franchisors and franchisees. Fran-
chisors are entitled to receive
remuneration from franchisees
and are obligated to provide con-
tinuous support. Conversely, fran-
chisees are granted the right to
use the franchisor’s intellectual
property right and are required
to maintain the established qual-
ity standards and ethical codes.
Failure of the franchisor to fulfill
these obligations can result in ad-
ministrative sanctions.

A critical component of the fran-
chising process is the requirement
for both franchisors and franchi-
sees to obtain a Franchise Regis-
tration Certificate (Surat Tanda
Pendaftaran Waralaba - “STPW?”).
Article 12 stipulates that STPW is
an essential document for busi-
ness licensing. Non-compliance
with STPW registration or improp-
er application can lead to admin-
istrative penalties, in accordance
with the risk-based business li-
censing regulations.

Franchisees and franchisors must
submit their applications for the
STPW through the agency admin-
istering the Online Single Submis-
sion (OSS) system. The OSS Agen-
cy issues STPW on behalf of the
Minister for franchisors, whether
domestic or international, as well
as for both domestic and inter-
national franchisors. For franchi-
sees, whether domestic or inter-
national, the STPW is issued by
the OSS Agency on behalf of the
Governor of the Special Capital
Region of Jakarta, regents, may-
ors, or the Head of the Nusantara
Capital Authority. Franchisees and
franchisors are required to report
their franchising activities to the
OSS Agency. This requirement ap-
plies to both domestic and inter-
national franchisors. Franchisees
must also report to the relevant
trade department or Capital City
Authority via the OSS system.
Non-compliance with these re-
porting requirements may result
in administrative sanctions.



Disputes arising from franchis-
ing agreements can be resolved
through litigation, mediation, or
arbitration, as stipulated by Law
of the Republic of Indonesia No.
30 of 1999 regarding Alternative
Dispute Resolution and Arbitra-
tion. Legal sanctions for breaches
of franchising agreements are de-
tailed in Article 10 of GR 35/2024,
which outlines administrative
penalties including written warn-
ings, fines, and/or the revocation
of the Franchise Registration Cer-
tificate.

In conclusion, GR 35/2024 pro-
vides a comprehensive framework
for franchising operations in In-
donesia. This regulation aims to
ensure that franchising practices
are conducted in a transparent,
fair, and standardized manner,
ultimately benefiting all parties
involved and supporting the sus-
tainable development of the fran-
chising industry.




Should you need more information
about the topic, or you need support
regarding legal matter, kindly contact
our legal partners:

eman.achmad®@bdo.co.id
ferranti.martoenoes@bdo.co.id
krishna.c@bdo.co.id
anandra.febrita@bdo.co.id
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BDO Legal Eman Achmad & Co Law Firm, by no means of this publication,
rendering professional advice or service. Before making any decision or
taking any action that may affect your legal situations, finances and/or your
business, you should consult a qualified professional adviser. BDO Legal Eman
Achmad & Co Law Firm shall not be responsible for any loss whatsoever
sustained by any person who relies on this publication.




