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AUGUST 2017 

HOW TO EXIT  

IN JOINT VENTURE OF PMA COMPANY IN INDONESIA? 

   

   

 

Introduction:  

 

A foreigner (either as individual or legal entity) may do a business in Indonesia. The form of such business should only by in 

the form of a limited liability foreign investment company (PT/Perseroan Terbatas) or often called as “PMA Company”. He or 

she should take notice on limitation of foreign shareholding ownership as regulated under negative investment list/ daftar 

negatif investasi 2016 (“DNI 2016”) issued by Indonesia Coordinating Board/ BKPM. 

 

Prior to the incorporation of PMA Company, generally speaking, the partners would enter into a joint venture agreement 

governing their respective rights and obligations, shares classification, dividend distributions, dispute settlement, procedures 

for appointing directors and commissioners, and so on. However, in practice, most of the time, the foreign partners over look 

to put the “exit mechanism” clause under joint venture agreement. They haven’t thought about what happens at the end of 

the day when they faced with a deadlock situation. In such case, what would be the solutions to them? 

 

1. Voluntary Dissolution 

 

The General Meeting of Shareholder (“GMS”) concerning the dissolution of the JV Company can be held based on the 

proposal from the Board of Directors (“BOD”), Board of Commissioners (“BOC”) or 1 or more shareholder representing 

at least 1/10 from the total number of shares with voting right.1 Such a consensus is presumed to be reached, and thus, 

the dissolution of the JV Company approved, if two of the following conditions are met:2 

 

(i) Quorum. Shareholders with at least ¾ of the total shares issued with voting rights must be present or 

represented, except if the JV company’s articles of association stipulate a higher quorum; and 

 

(ii) Qualified Majority. More than ¾ of the total votes are in favour of the dissolution. 

 

Procedure to conduct GMS:3 

 

(i) The foreign partner that has at least ¾ of the total shares with voting rights, shall issue written request stating 

the reasons for dissolution of JV Company to the BOD and the same shall be copied to the BOC. 

 

(ii) BOD shall issue GMS invitations to all shareholders and GMS shall be conducted within fifteen (15) days 

from the date of receipt of such written request. 

 

 

                                                           
1 Indonesia Company Law No. 40/2007 (“Company Law”), Art 144 in conjunction with Art 142 (1). 
2 Ibid, Art 89 (1). 
3 Ibid, Art 79. 
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(iii) In the event the BOD does not issue the GMS invitation, the said foreign partner may, re-submit the request 

to the BOC. BOC shall issue GMS invitation within fifteen (15) days from the date they received the request. 

  

(iv) If the BOD does not issue such GMS invitation, the said foreign partner then may apply to district court to 

issue a court order granting the applicant permission to issue GMS invitation by him/herself. 

 

After the said GMS that has approved voluntary dissolution (“GMS 1”), the following steps shall be proceed: 

 

 
 

Step 1: 
 
If no liquidator is appointed in GMS 1, then BOD shall act as the liquidator.4 Kindly take note that during the 
liquidation period, only the liquidator can perform any legal actions on behalf of the company. 
 
Step 2: 
 
Within 30-day period from the date of company’s winding up, the liquidator must notify:5  

 

(i) all creditors on the dissolution of the company by means of an announcement of the company’s dissolution in 

the newspaper; and  

 

(ii) the Minister of Law & Human Rights (“MOLHR”) to be recorded in the Company’s Registry stating that the 

“company under liquidation”.  

 

 

                                                           
4
 Ibid, Art 142 (3). 

5
 Ibid, Art 147 (1). 
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Step 3: 

 

Creditors may submit a claim within 60-day period from the date of announcement in the newspaper.6  

 

Step 4: 

 

 Publication of “plan for division of the assets resulting from the liquidation” in newspaper and State Gazette. 

According to this plan, the liquidator will then pay the creditors, and eventually, pay to shareholders the 

remainder of the assets resulting from the liquidation.7 

 

 Creditors may submit an objection to the plan for division of the assets resulting from the liquidation within 60-

day period upon the publication of the said plan.8  

 

Step 5: 

 

The company shall conduct GMS that grant the liquidator the release and discharge (acquit de charge) of all his/her 

responsibilities and obligations (“GMS 2”). Upon this GMS 2, the company will officially loose its status as a legal 

entity.9 

 

Step 6: 

 

 Within 30-day period upon the GMS 2, liquidator shall announce the final outcome of the liquidation process in 

the newspaper and report it to the MOLHR.10 

 

 MOLHR will record the expiry of the company’s status as a legal entity and delete the company’s name from 

the Company’s Registry and will announce it in State Gazette.11 

 
 Other deregistration in related departments. 

 

2. Compulsory Dissolution by Court Order 

 

Dissolution based on Court Order can be based on request from:12 

 

(i) Prosecutor’s office: based on the reason that the company has violated the public interest or the company has 

committed an action that which violating the regulation; 

 

(ii) Relevant party: based on the reason that the deed of establishment is found to be defect; 

 

                                                           
6
 Ibid, Art 147 (3). 

7
 Ibid, Art 149 (1). 

8
 Ibid, Art 149 (3). 

9
 Ibid, Art 143 (1). 

10
 Ibid, Art 152 (3) in conjunction with Art 153 (7). 

11
 Ibid, Art 152 (5) in conjunction with Art 153 (8). 

12
 Ibid, Art 146 (1). 
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(iii) Shareholders, BOD, or BOC: based on the reason that it is no longer possible to run the company. 

 

Referring to Explanatory Notes of Company Law, “no longer possible to run the company” means: 

 

(a) The company does not conduct business (non-active) for 3 (three) years or more, as evidenced by the notification 

letter submitted to the tax authorities; 

 

(b) In the case that most of the shareholders are unknown to their address even though they have been summoned 

through advertisements in the newspaper so that the GMS cannot be held; 

 

(c) In the case of equilibrium of share ownership in the company in such a way that the GMS cannot make a valid 

decision, for example there are 2 (two) shareholders and each of them own 50% (fifty percent) of shares; or 

 

(d) The company's assets have been reduced in such a way that with the company's existing wealth it is no longer 

possible to continue its business activities. 

 

Please be aware that if the request is made by shareholders, BOD or BOC, on the ground that it is no longer possible 

to run the company, then based on legal practice in Indonesia, prior to take such action, the GMS regarding voluntary 

dissolution must be taken first. 

 

3. Disposition of Shares to Non-Selling Partner(s) in JV Company 

  

Foreign partner must first offer and sell all its shares to non-selling partner(s) in JV Company. The non-selling 

partner(s) must respond towards the offer within 30-day period from the date of offer, should they decide to or not to 

purchase the shares. Fortunately, this 30-day period shall not apply if the non-selling partner waive its pre-emptive 

rights in writing. In such case, the selling partner can immediately offer and sell its shares to third party without having 

to wait the 30-day period. 

 

Pre-emptive rights give the right to the other non-selling partner(s) to have the first right to acquire the selling-partner’s 

shares before it can be offered to other third party.  

 

4. Disposition of Shares to Third-Party Purchaser  

  

If the disposition of shares results in the change of control in the company, then it will be deemed as acquisition. 

Acquisition can be conducted in 2 ways, whether its via: 

 

(i) BOD of JV Company; or 

(ii) directly from selling partner. 

 

The difference is, acquisition via BOD of JV Company would need more steps to be taken than acquisition via directly 

from selling partner. If it is conducted via BOD of JV Company, then the steps are as follow:13 

 

(i) The third-party purchaser must present its intention of performing an acquisition to the BOD of JV Company; 

 

                                                           
13

 Ibid, Art 125 (5) in conjunction with Art 125 (6). 
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(ii) The BOD and the third-party purchaser with the approval of their respective BOC shall compile a draft acquisition 

containing at least: 

 

a. name and domicile of third party purchaser and JV Company to be acquired; 

b. the reasons and explanations of the BOD of the third-party purchaser and the BOD of JV Company; 

c. the financial reports for the most recent financial year of the third-party purchaser and JV Company; 

d. procedures for valuation and conversion of shares of JV Company into exchange shares if payment for the 

acquisition is to be made by shares; 

e. the number of shares to be acquired; 

f. preparation of funding; 

g. pro forma consolidated balance sheet of third-party purchaser after the acquisition compiled in accordance 

with accounting principles generally applied in Indonesia; 

h. method of settlement of rights of non-selling partner(s) who do not agree to the acquisition; 

i. method of settlement of the status, rights and obligations of members of the BOD, BOC, and employees of 

JV Company; 

j. estimate of the period of implementation of the acquisition, including the period for granting a power of 

attorney from the shareholders to the BOD of JV Company to assign shares; and 

k. draft of any amendment of the articles of association of JV Company resulting from the acquisition (if any). 

 

If it is directly conducted via selling partner, then the above steps can be waived and the procedures shall subject to the 

provisions of articles of association of JV Company concerning the transfer of right over shares.14 

 

We hope this article can provide general information on “How to Exit in Joint Venture of PMA Company” to our clients and 

colleagues. Further information or deep analysis of this article is needed, therefore please do not hesitate to contact us  

 

 

   

 

 

 

 

                                                           
14

 Ibid, Art 125 (7) in conjunction with Art 125 (8). 

mailto:office@lpmplaw.com
https://www.lpmplaw.com/

