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PRELIMINARY MAPPING OF LEGAL FRAMEWORK RELATED TO 
SOCIAL ACTIVITIES IN INDONESIA

I. FOREWORD
The governing of social activities in Indonesia is currently spread out in various laws and regulations starting from those regulating the legal entity forms, the procedures of establishment and dissolution, the field of activities and the departments or institutions responsible for registration and development. 

The widespread nature sometimes makes it difficult for the community affected by those regulations. Especially since some provisions overlap and contradict one another. Therefore, it is important to have a mapping of legal framework that regulates social activities in Indonesia. Such mapping is expected to be beneficial for objects of law as well as for policy makers. 

II. MAPPING OF LEGAL PRODUCTS
Several regulations to be reviewed in this report are, among others: 

1. Law No.16 Year 2001 on Foundations 

2. Law No.28 Year 2004 on Amendments to Law No.16 Year 2001 on Foundations 

3. Law No.8 Year 1985 on Community Organizations

4. Staatsblad 1870-64 on Associations with Legal Entity (Rechtspersoonlijkheid van Vereenigingen)

5. Law No. 36 Year 2008 on the Fourth Amendment of Law on Income Tax 

6. Government Regulation No.63 Year 2008 on the Implementation of Law on Foundations 

7. Government Regulation No.18 Year 1986 on the Implementation of Law No.8 Year 1985 on Community Organizations

8. Government Regulation No.38 Year 2008 on Receiving and Awarding Assistance of Community Organizations to and from Foreign Agencies 

Please note that with the existing limitations, this preliminary mapping still needs to be completed, revised and further developed. 

A. Legal Products Related to Legal Entity Status

1. Foundations 

Before the enactment of Law on Foundations in 2001, the rules of the game applied in terms of foundations in Indonesia were considered weak in practice. Foundations in Indonesia only had several legal references such as:

1. Hoogerechtshof Decision in year 1842 

2. The Supreme Court Decree on Yayasan Sukapura dated 26 November 1969 No.152 K/Sip/19693 

3. The Supreme Court Decree on the case of Yayasan Dana Pensiun HBM dated 27 June 1973 No.124/Sip/19734. 

Apart from the above references, the word “foundations” was mentioned in several articles within KUHPerdata, but those articles do not contain any definitions or clear rules on foundations. This is of course as opposed to the Netherlands, which is a “role model” of Indonesian Law, who has had Wet op Stichtingen since the year 1956. 

In 2001, based on the Government’s initiative, Law No.16 Year 2001 on Foundations was born. Some NGOs felt that the law was passed in a rush and without adequate consultation. Questions were raised about the practicality of certain provisions, such as provisions preventing foundation staff from receiving salaries and the rigid structure imposed. Plans were announced to revise the law in early 2002, not long after its enactment in August 2001 and before the Law itself had started to come into effect. 
The revision was finally made in 2004 with Law No.28 Year 2004 on the Amendment of Law No.16 Year 2001 regarding Foundations. After several years without implementation regulations, in 2008 the government issued a Government Regulation No. 63 Year 2008 on the Implementation of Law on Foundations. This regulation contained, among others, the use of foundation name, requirements and procedures of establishment by foreign nationals, amendment to statutes, fee to creation of notary act and etc. 

2. Associations 

In general, the law recognizes 2 types of associations: 

1. Association in its broad sense is the original form of any other alliances including Firms, CV (limited partnership), PT (limited liability enterprise), Cooperatives, etc. 

2. Association in its narrow sense is the one commonly called vereniging, which is not included in the field of trade law. 

In this report, association refers to its narrow sense. Such definition is governed in Stb. 1870-64 issued on 28 March 1870. 

Such association is non-profit in nature; hence the use of the term vereneging, which is the opposite of the term maatschap or vennootschap (companies). In Indonesia, this type of associations is often referred to as Asosiasi, Ikatan, Persatuan, Perkumpulan, etc. 

Such associations obtain their legal entity after receiving acknowledgement from the Minister of Justice. The legalization is conducted by the minister by approving the association’s statutes which contains its objectives, principles, positions, etc. The minister can deny acknowledgement if it finds reasons that doing so is against public’s interests and it will state such reasons in its decision. 

Stb 1870-64 actually governs associations possessing legal entity (Rechtpersoonlijkheid van Verenegingen), however, it still recognizes and acknowledges associations without legal entity.

Therefore, Stb 1870-64 can be seen as regulating 2 types of associations in their narrow sense: Associations with Legal Entity and Associations without Legal Entity. For Associations without Legal Entity, all their actions against any third parties will be seen as the personal acts of their executives.

Governing associations’ legal entity still in Staatblad form is difficult in practice. Because it is not commonly known, some notaries may not even know, Associations are rarely used by people wanting to work in social field. Most of them chose the form of Foundations. 

In the year 1994, the Department of Justice had a draft regulation on Foundations and Associations. However, as this report previously describes, the government and the House of Representatives were the ones who finally produced law on Foundations. At present, the Department of Justice is preparing for the discussion of draft regulation on Association. 

B. Legal Products Related to Other Status 

1. Community Organizations (CO)

This type of organization is governed in Law No.8/1985 on Community Organizations (not mass organizations). CO was born as the manifestation of the doctrine “unified organizations” campaigned by the New Order, through which it tried to place all types of organizations with each of their interests (same activities, profession, functions, or religions) into one format of organizations.
The definition of CO can be found in Article 1 Law No.8/1985 on CO: ”Organizations voluntarily formed by citizens of the Republic of Indonesia based on similarity of activities, professions, functions, religions, and belief to the Almighty God, to play a role in the development of the country in order to achieve national objectives in the Unitary State of the Republic of Indonesia based on Pancasila”. 

The elaboration of that article further states that the definition includes organizations or association formed voluntarily by members of community and whose memberships  consists of citizens of the Republic of Indonesia and foreign nationals. 

The following is exempted from the definition of CO: organizations or associations formed by the Government such as Praja Muda Karana (Pramuka), Korps Pegawai Republik Indonesia (Corps of Government Employee of the Republic of Indonesia), and others, as well as organizations or associations whose field of work is in economy such as Cooperatives, Limited Liability Enterprises, etc (See Elaboration of Article 1 Law No.8/1985 on CO). 

Law No. 18 Year 1985 possesses several derivative implementation regulations, such as Government Regulations No. 18 Year 1986 on the Implementation of Law No. 18 Year 1985 on CO. This regulation mentions the single principle of Pancasila to be used as the basis for all Community Organizations in their statutes. 

In 2008 the government issued a Home Affairs Minister’s Regulation No. 38 Year 2008 on Receiving and Granting Assistance of Community Organizations to and from Foreign Parties. Basically, this regulation confirms the pre-existing provisions in Government Regulation No. 18 Year 1986. 

2. Social Organizations (SO)

There is no specific regulation on social organizations in the Indonesian legal system, but Article 9 Law No. 6 Year 1974 on the Principal Provisions of Social Welfare mentions that in order for community efforts to achieve maximum effectiveness and efficiency in the field of social welfare, i.e. social welfare efforts and fulfilling social guarantee that concerns public’s interests, a foundation or another agency can be formed. The requirements and formation procedures of such agency are further regulated in laws and regulations.

The elaboration of article 9 Law No. 6 Year 1974 mentions that foundation is the legal entity commonly used in the cities. Furthermore, it also introduces the term “Village Social Development Organizations” as another form that can be used to conduct social activities in Indonesia. 

Several problems persist in the governing of social organizations in Indonesia. One of them is the existence of two development institutions: general development is the responsibility of the Department of Home Affairs, whereas technical development is the responsibility of the Department of Social Welfare. This is established through a Joint Decree of the Ministry of Home Affairs and the Ministry of Social Welfare No 78 Year 1993, and No 39/Huk/1993 on the Development of Social organizations/community self-reliance organizations. This was considered ineffective, especially after Law No 32 Year 2004 on Regional Government was enacted. In addition, there was also confusion regarding the difference between Social Organizations with legal entity and those without legal entity both in terms of definitions and in development. 

3. Zakat Collection Agencies 

Apart from the above legal forms, there is another form of agency which basically conducts slightly different social activities. Zakat Collection Agencies are institutions which manage Zakat and are fully formed by the community based on its own initiatives.

Based on article 11 in the Decree of the Directorate General of the Guidance of Islamic Community and Hajj Affairs on the Technical Guidelines of Zakat Management, Zakat Collection Agencies that has been legalized possesses the following obligations: 

a. Immediately conduct activities in accordance with the programs planned; 

b. Preparing reports, including financial reports; 

c. Publish the audited financial reports in mass media; 

d. Submit reports to the Government. 

Zakat Collection Agencies which fail to meet the above obligations will have their status reviewed. 

4. Labor Union 

The definition of Labor unions/trade unions based on Article 1 point (1) Law No. 21 Year 2000 on Labor Union is organizations initiated by and formed by and for employees/laborers both within companies and outside companies, which are free, open, independent, democratic, and responsible in nature in order to fight for, defend and protect the rights and the interests of employees/laborers as well as to improve the welfare of the employees/laborers and their families. 

Labor unions/trade unions can form a Federation of Labor Unions consisting of no fewer than 5 (five) labor unions/trade unions. The Federation has the right to form and to be a member of a Confederation of labor unions/trade unions. The Confederation must consist of no fewer than 3 (three) federations. 
The hierarchy of such organizations, federation and confederation of labor unions/trade unions is governed in their rules of associations as stated in article 8 Law No. 21 Year 2000 on Labor Unions. 

Article 32 Law No. 20 Year 2001 on Labor Unions mentioned that the Finance and Property of labor unions/trade unions, federation and confederation must be separated from the finance and property of their staff and members. 

Transfer of finance and property to another party as well as investment of funds and other legal businesses can only be conducted in accordance with the said unions, federations and confederations statutes and/or rules of associations.

Executive boards of labor unions/trade unions, federation and confederation is responsible for the utilization and management of finance and property. They are obliged to keep records of the finance and property, and to prepare a periodic report to their members in accordance with their respective statutes and/or rules of associations.

5. International Non Government Organizations 

International organization based on the provisions in Law No. 37 Year 1999 on International Relations refers to inter-government organizations. It also states that other agencies can be set up in the effort to develop International relations such as friendship associations, cultural agency, and other foreign cooperation agencies in Indonesia. This becomes one of the legal umbrellas for International Non Government Organizations’ activities in Indonesia. 

C. Legal Products Related to Implementation of Activity 

The Law on Limited Liability Enterprises – Corporate Social Responsibilities (CSR) contained Articles on Corporate Social Responsibilities for enterprises (Article 74 Law on Limited Liability Enterprises). These articles were included in the draft late in the process and surprised many. 

There are four main issues governed in Article 74 Law on Limited Liability Enterprises. First, enterprises whose activities are in the field of natural resources or in relation with natural resources are obliged to conduct their social and environmental responsibilities. Second, such obligations can be calculated as cost of enterprises. Third, enterprises that do not perform their obligations will be sanctioned. Fourth, further provisions will be governed through Government Regulations. 

There was little discussion or background provided to these provisions, for example in the form of Academic Text. Whilst CSR for investors was already covered in Law No.25/2007 on Investment, some felt that there was no clear argument why it should be expanded to cover Limited Liability Enterprises. It was also not clear how the calculation was made, what are the mechanisms, etc. These details were to be established in Government Regulations to follow. 
The government is currently discussing the draft of Government Regulations. It is believed that the provisions requiring a minimum percentage of funds that every company has to spend for CSR will be dropped, therefore freeing the companies to determine its own CSR budget allocation. It is also believed that the regulations will not impose CSR obligation on all companies. Sectors obliged to allocate CSR include mining, oil and gas, geothermal, agriculture, plantation, forestry, marine, electricity, water resources, cement, paper, textile, and metal industry. CSR program is not a binding obligation for sectors outside those scopes. 

At present, Government Regulation to implement Law on Income Tax Year 2008 is also in discussion: Draft Government Regulation on Social Infrastructure. This draft will maybe become a further provision regarding the technical implementation of the obligations that can be calculated as cost of enterprises. 

2. Tax Regulations 

On 2 September 2008, law on Income Tax (Law No. 36 Year 2008 On the Fourth Amendment of Law Income Tax) was enacted. This law gives incentives in the form of Tax Exemption and Tax Deduction for activities in the non-profit sectors. 

In the Law on Tax Income, Tax Exemption is given to surplus money, donations and or grants received or obtained by non-profit bodies or agencies in the field of education and/or research and development. 

Meanwhile, Tax Deduction is only given to mitigation of disasters, research and development, social infrastructure construction, education facilities, and sports development. 

Community activities also receive several exemptions in custom, such as stated in article 25 verse (1) Law No. 10 Year 1995 on Custom. The article gives exemptions to items used for the needs of international organizations as well as for its staff assigned in Indonesia, books for knowledge, goods for public religious activities, donations, social, or culture, goods for research and development of knowledge; goods for the specific needs of the blinds and other disabled. 

Law No 11 Year 1995 on Custom also gives exemptions for research and development of knowledge; for the needs of foreign nationality experts who are assigned at the agency or international organizations in Indonesia, to be used for social objectives. 

3. Giving Assistance and Grants 

On 15 August 2008, the Minister of Home Affairs issued a Minister of Home Affairs Regulation No.38/2008 on Receiving and Granting Assistance of Community Organizations to and from Foreign Parties. There have been discussions about revising Law No.8/1985 for many years, although this is the first action by the Department of Home Affairs. 

There is actually nothing new in the content of this regulation. The regulation regarding CO’s obligation to seek for government’s approval before receiving assistance from foreign parties has been governed in Government Regulation No.18/1986 on the Implementation of Law on CO. 

Therefore, the rule that oblige CO to obtain government’s objective before receiving assistance from foreign parties has existed since 22 years ago (Article 20 of Government Regulation No.18/1986). In addition, if the organizations provide assistance to foreign parties in a way that is detrimental to the interests of the nation and the state, said CO can be frozen (Article 18 of Government Regulation No.18/1986). The Minister of Home Affairs Regulation No.38/2008 further elaborates the provisions regarding assistance to and from foreign parties. 

Several further regulations regarding the receiving and granting of assistance to/from foreign parties that are important to be noticed in this Minister Regulation are, among others: 

. In order to be able to receive assistance from foreign parties, CO must be registered with the Department of Home Affairs, other government institutions, or regional government (Article 7). 

. COs that are to receive foreign assistance directly are obliged to report the plan to receive such assistance to the Minister of Home Affairs (Article 10). 

. CO that are to receive assistance indirectly through an internationally affiliated Community Organizations are obliged to report such plan to the Minister of Home Affairs (Article 18) 

. CO that plan to give assistance to foreign parties must obtain Government’s approval (Article 32). 

. In order to give assistance to foreign parties, CO must be registered with the Department of Home Affairs, other government institutions, or regional government (Article 33 verse (1)) 

. Assistance to foreign parties can only be given to beneficiaries in countries that posses diplomatic relations with the state of the Republic of Indonesia (Article 33 verse (2)).

. CO that plan to give assistance directly to foreign parties are obliged to report such plan to the Minister of Home Affairs (Article 35). 

4. Mitigation of Disasters 

For activities related to mitigation of disasters, Law No 24 Year 2007 on Mitigation of Disasters specifically regulates the roles of international agencies in mitigation of disasters. The article states that international agencies and foreign non-government agencies can participate in mitigation of disasters and their employees will receive protection guarantee from the Government. The international agencies and foreign agencies can conduct their work independently or together, and/or by cooperating with Indonesian partners by taking into consideration social, cultural, and religious background of the local community. 

III. REGISTRATION, ESTABLISHMENT, AND LEGALIZATION 
A. Registration/Establishment/Legalization of Legal entity 

1. Foundations 

Based on Law No 16 Year 2001 on Foundations, a foundation can be established by one or more individuals by separating some of the asset of the founders as the original asset. The establishment of a foundation is conducted through a notary act and is created in Indonesian Language. A foundation can be established based on a will. The cost of making a notary act is established in a Government Regulation.

In the event that a foundation is established by foreign nationals or together with foreign nationals, the requirements and the procedures of establishment are governed in Government Regulations. A foundation obtains its legal entity status after the certificate of establishment of said foundation is legalized by the Minister. The Minister’s authority in legalizing the certificate of establishment as a legal entity is practiced by the Head of Regional Office of the Department of Justice and Human Rights on behalf of the Minister, whose scope of work area includes where the said foundation resides. In legalizing an organization, the Head of Office can request for considerations from related institutions. 

The certificate of establishment contains Statutes and other information considered necessary, containing at minimum: 

a. name and domicile; 

b. aims and objectives as well as the activities to reach the aims and objectives; 

c. Period of time of the establishment; 

d. The amount of asset separated from the founders’ private asset in the form of money or goods; 

e. the way to obtain and to utilize the asset; 

f. procedures of appointment, dismissal, and replacement of the members of Governing Boards, Executive Boards, and Supervisory Boards; 

g. the rights and obligations of members of Governing Boards, Executive Boards, and Supervisory Boards;

h. procedures of meetings; 

i. provisions regarding the amendment of Statutes; 

j. merging and dissolution of Foundations; and 

k. The utilization of asset after liquidation or distribution of the foundation’s asset after dissolution. 

Statutes must also contain a minimum of name, address, occupation, place and date of birth, and nationality of the Founders, Governing Boards, Executive Boards, and Supervisory Boards;

2. Associations 

Establishment, legalization and registration are governed in Staatblad No. 64 Year 1870 on Associations with Legal Entity. Article 1 Stb 1870/ 64 states that associations possess legal entity after they are approved by the Governor General through its appointed official. Back then the official authorized to approve the establishment of associations is the Directuer Van Justie, or what is currently known as the Minister of Justice and Human Rights. 

The approval of an association is conducted by approving the Statute or Reglement Associations (now similar to AD/ART). The statute must contain the objectives, principles and scope of work as well as other procedures within the associations. An association’s request for approval can be rejected by the Directuer Van Justie for the sake of public interests with clearly stated reasons. 

An association can revise its statute/reglemen and seek for another approval from the Directuer Van Justie. The approved statute/reglemen as well as its amendment must be made public in newspapers. 

B. Registration/Establishment/Legalization of Other Status 

1. Community Organizations (CO)

The formation of CO in Indonesia falls under two regulations: Law No 8 Year 1985 on Community Organizations and Government Regulation No 18 Year 1986 on the Implementation of Law No 8 Year 1985 on Community Organizations. 

It is stated in both regulations that Community Organizations (CO) can be established by citizens of Indonesia on the basis of similar profession, functions, religions and belief to the Almighty God. The establishment must be informed in writing to the local government where the organization resides. 

The notification of CO’s establishment according to Article 2 verse (3) of Government Regulation No 18 Year 1986 on the Implementation of Law No 8 Year 1985 on Community Organizations is submitted in no later than 2 (two) months upon the date of its formation by attaching its Statutes/Rules of Associations and Formation of Executive boards. 

Furthermore, both the law and the regulation also state that the statute must state Pancasila as its sole principle, and the organization’s specific objectives. In addition, Article 5 of Government Regulation No 18 Year 1986 on the Implementation of Law No 8 Year 1985 on Community Organizations states that the government will analyze the documents submitted by the CO’s executive boards. 

2. Social Organizations  (SO)

There are no specific provisions regulating the formation and dissolution of Social Organizations in Indonesia, as can be seen in the provisions of Law No. 6 Year 1974 on the Main Provisions of Social Welfare. 

3. Zakat Collection Agencies 

Zakat Collection Agencies is a form acknowledged in the Law on Zakat Management to conduct efforts to collect, distribute and utilize zakat. Its establishment procedures are governed by the Decree of the Minister of Religious Affairs No 373 Year 2003 on the Implementation of Law no 38 Year 1999 on Zakat Management. 

Zakat Collection Agencies is an institution of zakat management that is fully formed or initiated by and for the community. Its field of work is da'wah, education, social and the best interests of Moslems. The acknowledgement and development of Zakat Collection Agencies is conducted by the Government. In order to be acknowledged, Zakat Collection Agencies must submit a request to the Government according to the level of Islamic CO who owns it, and submit the following requirements: 

a. Certificate of establishment (with legal entity); 

b. Data of muzakki (zakat payers) and mustahiq (zakat receivers); 

c. List of executive boards; 

d. Short term, mid term and long term work plan; 

e. Balance or reports on its financial position; 

f. A statement letter containing its willingness to be audited. 

4. Labor Unions 

Provisions on the establishment of labor unions are governed in article 5 Law No. 21 Year 2000 on Labor Unions. This law states that labor unions/trade unions can be formed by a minimum of ten employees/laborers. 

The formation is then informed to the local responsible government institutions, now the Department of Manpower and Transmigration, to be recorded. The notification must be accompanied with:

a. list of founders’ names; 

b. statutes and rules of associations;
c. structure and names of executive boards. 

The government institution is obliged to record and to give a registration number to the labor unions/trade unions, federations and confederations of labor unions/trade unions who have fulfilled the provisions within no more than 21 (twenty one) days upon the receipt of the notification. However, they can be denied the registration number if they have not fulfilled all the requirements. The reasons must be stated in writing to the said confederations of labor unions/trade unions within no more than 14 (fourteen) days upon the receipt of the notification.

In the event of changes in the statutes or rules of associations then the executive boards of labor unions/trade unions, federations and confederations of labor unions/trade unions must inform the authorized government institutions within no more than 30 (thirty) days upon the date of the changes made. 

Government institutions are obliged to record the labor unions/trade unions, federations and confederations of labor unions/trade unions who have fulfilled the provisions in their log book and maintain the record well. The log book must be available anytime for public. 

5. International Non Government Organizations 

For International Non Government Organizations in Indonesia, the Foreign Affairs Department determines the registration process and procedures as follows:

First, any International Non-Government organizations that are to conduct activities in Indonesia must fulfill the following criteria: 

1. Originates from countries that have diplomatic relationships with Indonesia; 

2. Are not to conduct political activities in Indonesia; 

3. Are not to conduct missionary activities in Indonesia; 

4. Are not to conduct commercial activities to bring profit; 

5. Are not to conduct fund raising activities in Indonesia. 

For the interests of requesting for license, the International Non-Government organizations must submit the following documents: 

1. A letter of request to open a representative branch in Indonesia; 

2. A letter of appointment from the Head Office to its head of representatives in Indonesia; 

3. A letter of recommendation from the embassy of the origin country in Indonesia;
4. Organization’s Certificate of Establishment; 

5. Statutes and Rules of Associations; 

6. Funding / financial source and mechanism;
7. Plan and work programs to be conducted in Indonesia; 

8. Profile and information regarding the Organization;
9. List of local partner organizations (if any). 

The registration process is as follows: 

1. Submitting a letter of request to the Indonesian Government through the Foreign Affairs Department cq Directorate of Developing Countries Social Culture and International Organizations. Other related government institutions/bodies/agencies can provide recommendation if considered necessary. 

2. The Foreign Affairs Department will verify the administrative requirements and the credibility of the said International Non-Government organizations through Indonesia’s representatives abroad. 

3. If the organizations are deemed to have fulfilled the administrative requirements, the Foreign Affairs Department will conduct inter-departmental meetings to hear the vision, mission and work plan of the organizations. 

4. The meeting will decide whether the international organizations can be registered and allowed to conduct activities in Indonesia or not. Approval and rejection will be informed to the said international organizations. 

5. International Non-Government organizations that are approved will be recommended to partner up with a department/government institution. The department/government institution appointed as the partner and the International Non-Government Organization must make a Memorandum of Understanding (MoU) as an umbrella agreement. 

6. The approved MoU is signed and submitted to the State Secretariat. International Non-Government organizations can request for an extension through the following stages: 

a. Before their MoU is expired, International Non-Government organizations are obliged to submit a request for extension to their partner department/institutions. 

b. The partner department/institutions will conduct inter-department meetings to evaluate the request. The meetings will decide on either an extension or a rejection. 

c. If the meetings decide to give extension, a new MoU will be formulated according to the new work programs. In the event of rejection, it shall be notified in writing. 

IV. DISSOLUTION AND LIQUIDATION
A. Dissolution of Legal entity 

1. Foundations 

The mechanism to dissolve Foundations is governed in Articles 62 – 68 of Law on Foundations. Dissolution is carried out through a decision made by the governing boards or court verdict, followed by the appointment of a liquidator team whose assignment is to regulate the foundations’ wealth. 

Legally, a Foundation does not belong to the individuals in it. The real owner of a Foundation is community, where the community is the subjects of the rights granted to a Foundation (Chatamarasjid, 2000). As a result, a foundation’s “aims and objectives” cannot be changed. This is provided in writing in Article 17 Law on Foundation, which states: “Statutes can be changed, except the aims and the objectives of Foundations”. Furthermore, the remaining assets after liquidation are surrendered to another Foundation/legal entity with similar activities to those of the dissolved Foundation. 

Apart from that, Law on Foundations also set a deadline of 6 October 2009 for any foundations who have not informed the Minister of Justice and Human Rights as provided in Article 71 verse (3) of the Law. These foundations could no longer use the word “Foundation” in front of their names and had to liquefy their assets (Article 39 Government Regulation No.63 Year 2008 on the Implementation of Law on Foundations). 

In the event that the remaining asset is not surrendered to another Foundation or legal entity, the asset is given to State to be used in accordance with the activities carried out by the dissolved Foundations (Article 68 Law on Foundations). 
2. Associations 

Prosecutors can demand for dissolution to civil law judges against any associations that are considered deviating from their approved statutes (Article 5 Staatblad 1870/64). Asset settlement of such associations is conducted by the judge who decided on the dissolution. Any associations that are not registered as legal entity are not allowed to conduct any civil acts (Article 8 Staadblad 1870/64). 

B. Dissolution/Revocation of Other status 

1. Community organizations (CO) 

Based on Article 13 Law No. 8 Year 1985 on Community Organizations and Article 18 Government Regulation No. 18 Year 1986 on the Implementation of Law No. 8 Year 1985 on Community Organizations, a CO can have its Executive Board frozen if it conducts any activities that disrupt security and public order, receives assistance from foreign parties without Government’s approval, and provides assistance to foreign parties that are damaging to the interests of the State and the Nation. If afterward the CO continued such activities, the Government can dissolve the CO (Article 14 Law No. 8 Year 1985 on Community Organizations). 

Activities that disturb public order based on Article 19 of Government Regulation No. 18 Year 1986 on the Implementation of Law No. 8 Year 1985 on Community Organizations includes: 

a. disseminating hostility among ethnic groups, religions, race, and social groups; 

b. disrupting the nation’s cohesion and unity; 

c. damaging the reputation of and/or discredit the Government; 

d. halting the implementation of development programs; 

e. other activities that can disturb political and security stability. 

Article 20 of Government Regulation No. 18 Year 1986 on the Implementation of Law No. 8 Year 1985 on Community Organizations states that assistance from foreign parties that have to be pre-approved by the Central Government includes assistance such as: 

a. finance; 

b. equipment; 

c. manpower; 

d. facilities. 

On the other hand, the category of assistance to foreign parties that damage the nation’s and state’s interests includes assistance: 

a. that can damage the relationship between Indonesia and other states; 

b. that can create threats, challenges, obstacles, and disturbance towards state’s safety; 

c. that can disturb national stability; 

d. that can damage foreign politics. 

Apart from the above three activities, the Government can dissolve CO who do not comply with the provisions of Article 2, Article 3, Article 4, Article 7, and/or Article 18 of Law No. 8 Year 1985 on Community Organizations regarding Pancasila as the sole principle, the objectives that comply with the preamble of the 1945 Constitution, and the statement of the said principle and objectives in the organization’s Statute. This issue is strengthened in Article 16 of Government Regulation No. 18 Year 1986 on the Implementation of Law No. 8 Year 1985 on Community Organizations, which states that Government dissolves Community Organizations who practice, develop, and disseminate Communism/Marxism-Leninism teachings or school of thoughts or any other contradictory ideology, thoughts, or teachings.

Dissolution Procedures: 

Before conducting the act of freezing, the government will first give a minimum of 2 (two) written reprimands with a 10 (ten) day interval to the Executive boards, Regional Executive boards or Central Executive boards of the said Community Organizations. If the organization does not respond within 1 (one) month upon the receipt of the reprimand letter, the Government will summon the Executive boards, Regional Executive boards or Central Executive boards of the said Community Organizations according to its scope of existence to come to a hearing. (Article 20 of Government Regulation No. 18 Year 1986 on the Implementation of Law No. 8 Year 1985 on Community Organizations). 

If the summons is not fulfilled, or following a hearing the Community Organizations continues with its illegal activities against laws and Government Regulations, the Executive boards, Regional Executive boards or Central Executive boards of the said Community Organizations is frozen. 

Before conducting the act of freezing any Community Organizations with a national scope, central government will ask for legal input and suggestions from the Supreme Court. Meanwhile, for community organizations with a provincial or regency/city scope, the governor or head of regency/mayor will ask for input and suggestions from authorized institutions in their regions and guidance from the Minister of Home Affairs, by taking into consideration any applicable regulations. Freezing is conducted by the central government, governor, head of regency/mayor is informed to the Executive boards, Regional Executive boards or Central Executive boards of said organizations and is made public. 

The act of freezing can also be performed by governors or heads of regency/mayors against the regional executive boards of Community Organizations whose national scope is in their territory. Before conducting the act of freezing, the governor or heads of regency/mayors request input and guidance from the Minister of Home Affairs. The Minister of Home Affairs should listen to explanation from the organizations’ central Executive boards (Articles 23 Government Regulation No. 18 Year 1986 on the Implementation of Law No. 8 Year 1985 on Community Organizations) before giving input and guidance.

Based on Articles 24 of the Government Regulation No. 18 Year 1986 on the Implementation of Law No. 8 Year 1985 on Community Organizations, the Government can consider to revoke the act of freezing if said Community Organizations can fulfill the following provisions within 3 (three) months: 

a. concretely ceases all activities that lead to their freezing; 

b. acknowledges their errors and promise not to commit any more violations; 

c. changing their Executive boards, Regional Executive boards or Central Executive boards who committed the mistake. 

The revocation is informed in writing to the Executive boards, Regional Executive boards or Central Executive boards of the said organizations and is made public. The revocation means that the Community Organizations can resume their activities. 

Before dissolving any COs who deviate from the provisions stated in Article 2, Article 3, Article 4 and Article 7 Law No. 8 Year 1985 on Community Organizations, the Government first give written warning to the said Community Organizations to comply with the above provisions. If within 3 (three) months upon the receipt of the written warning the organizations are still not complying with the provisions, the Government can dissolve the said Community Organizations. 

Meanwhile, Community Organizations that practice, develop and disseminate communism/Marxism-Leninism teachings or school of thoughts or other ideologies or teachings that contradict Pancasila and the 1945 Constitution in all their shapes and forms, according to the scope of the said Community Organizations as stated in Article 27 of Government Regulation No. 18 Year 1986 on the Implementation of Law No. 8 Year 1985 on Community Organizations, the dissolution is carried out by taking into consideration suggestions and input from authorized institutions according to applicable laws and regulations. After being dissolved, the said Community Organizations are declared as prohibited organizations. The decision to dissolve the organizations and the declaration of their prohibition is submitted in writing to the dissolved Community Organizations and is made public. 

2. Social Organizations 

There are no specific provisions on the dissolution of Community Organizations. 

3. Zakat Collection Agencies 

The dissolution of Zakat Collection Agencies is not governed in Law No 38 Year 1999. 

4. Labor Unions 

The dissolution of Labor Unions is governed in article 37 Law No. 20 Year 2001 on Labor Unions. Basically there are three reasons that lead to the dissolution of labor unions/trade unions, federations and confederations of labor unions/trade unions, namely: 

a. stated by its members in accordance with statutes and rules of associations; 

b. companies close or cease their activities permanently, causing a termination of work relationship for all employees/Labor Unions at the said companies, after all employees’ obligations to employees/labors are settled according to applicable laws and regulations; 

c. stated in a court decision. 

The court will dissolve labor unions/trade unions, federations and confederations of labor unions/trade unions in the event that: 

a. labor unions/trade unions, federations and confederations of labor unions/trade unions possess principles that contradict Pancasila and the 1945 Constitution; 

b. executive boards and/or members of labor unions/trade unions, federations and confederations of labor unions/trade unions are proven to have committed crimes against state security and are sentenced to a minimum of 5 (five) years of imprisonment, which is final and binding. 

The demand for the dissolution labor unions/trade unions, federations and confederations of labor unions/trade unions are submitted by government institutions to the court where the said labor unions/trade unions, federations and confederations of labor union/ trade unions reside. The dissolution of labor unions/trade unions, federations and confederations of labor unions/trade unions do not release the executive boards of their responsibilities and obligations, both to the members and to other parties. 

Executive boards and/or members of labor unions/trade unions, federations and confederations of labor unions/trade unions who are found guilty according to court decision are not allowed to form and to serve as executive boards of other labor unions/trade unions, federations and confederations of labor unions/trade unions for 3 (three) years upon the court decision regarding the dissolution being final and binding.

5. International Non Government Organizations 

There are no rules regarding the dissolution of International Non Government Organizations in Indonesia. However, the elaboration on procedures and registration process of International Non Government Organizations created by the Department of Foreign Affairs a contratrio, it is said that organizations who no longer meet the registration requirements cannot extend their permits. 

V. TAX INCENTIVES 
Law on Income Tax 2008 has started giving tax incentives in the form of Tax Exemption and Tax Deduction for activities in the non-profit sector. 

A. Tax Exemption 

In Law on Tax Income, Tax Exemption is given to “surplus money received or obtained by non-profit bodies or agencies in the fields of education and/or research and development”. 

B. Tax Deduction 

Meanwhile, regarding the incentives in the form of Tax Reduction, draft Law on Income Tax only provides incentives for mitigation of disasters, research and development, construction of social infrastructure, education facilities, and sports development. 
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