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LONG-AWAITED PRESIDENTIAL REGULATION 

ON BAHASA INDONESIA ISSUED: MAJOR 

IMPACT TO INDONESIAN CONTRACTS? 

Overview 

The government of Indonesia issued Presidential Regulation No. 63 of 2019 on 

the Use of Bahasa Indonesia (PR 63) on 30 September 2019. This long-awaited 

follow-up to Law No. 24 of 2009 on the State Flag, Language and Coat of Arms, 

as well as National Anthem (Language Law) might have significant impact on 

the negotiation, drafting, and execution of Indonesian contracts (namely, any 

contract involving Indonesian parties) where it is arguable that: (i) a contract 

between Indonesian entities (including foreign investment companies (PT 

PMA)) can only be drafted and negotiated exclusively in the Indonesian 

language, namely Bahasa Indonesia, (ii) a contract with foreign parties cannot 

explicitly state that the contract is exclusively or predominantly negotiated in a 

foreign language, and (iii) the Bahasa Indonesia version of any contract 

involving Indonesian entities must be executed on day one, as opposed to having 

parties agreeing on a certain future date to have the contract be translated into 

Bahasa Indonesia. 

We set out below the key points of PR 63 which may be of importance to 

businesses operating in Indonesia or engaging with Indonesian entities. 

Background 

The Language Law requires for an implementing Presidential Regulation 

to be promulgated within two years from 9 July 2009. Many have longed 

for further clarity on how the Language Law is to be implemented and 

have hoped that the Presidential Regulation will fill any void or 

ambiguity after the implementation of the Language Law.  

This need for clarity and guidance has only been amplified with the West 

Jakarta district court ruling in June 2013 (2013 Ruling) which decided 

that an agreement entered into between a foreign creditor and an 

Indonesian debtor not executed in Bahasa Indonesia was in violation of 

the Language Law, and therefore null and void. Even though Indonesian 

judges do not adhere to a strict precedent system and therefore maintain 

their independence in making their own judgment on a case by case 
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basis, the 2013 Ruling still imposes certain risks to all contracts entered 

by or with Indonesian entities, especially if those contracts are not in 

compliance with the requirement under the Language Law (and PR 63 

as the implementing regulation of Language Law).      

Main provisions 

PR 63 creates new challenges for foreign and Indonesian parties in 

negotiating and signing agreements in foreign languages. Among others, 

the content of PR 63 indicates that it may be best for clients to execute the 

Bahasa Indonesia version and foreign language version of agreements at 

the same time, and that agreements involving Indonesian 

entities/government must be negotiated in Bahasa Indonesia. 

Additionally, similar to the wording of the Language Law, the wording 

of PR 63 also implies that contracts where the parties are all Indonesian 

may only be executed in Bahasa Indonesia. 

MOUs and Agreements

Affirming the Language Law: 

(i) PR 63 requires the use of Bahasa Indonesia in any contract 

(including MOU) involving state institutions, Indonesian 

government authorities, Indonesian private entities or 

Indonesian nationals; and 

(ii) if foreign parties are involved in such contract, the contract can 

additionally be written in foreign language (being the national 

language of that foreign party and/or English). 

Agreement between Indonesian entities 

Consistent with the wording of the Language Law, PR 63 only states that 

foreign language can be used in a contract if a foreign party is involved. 

This may create compliance risks for Indonesian parties intending to 

execute agreements in both Bahasa Indonesia and foreign language 

versions, especially for PT PMA (since PT PMA is considered as an 

Indonesian legal entity even though there is foreign party participation 

in such company), where the use of foreign language might be necessary 

to ensure that the foreign shareholders would have the same 

understanding when the PT PMA enters into a contract with another 



Indonesian entity. Unfortunately, it is unclear whether PT PMAs can be 

considered as a “foreign party” under PR 63 given the massive 

implications of the above requirement.  

It remains to be seen how the "involvement" of foreign parties will be 

interpreted under PR 63. If interpreted broadly, it may be argued that a 

contract may be executed in Bahasa Indonesia and foreign language if a 

foreign party is involved but is not necessarily a party to such contract, 

for example, by having/demonstrating the involvement of a foreign 

party in the relevant contract without having the contract allocate any 

rights and obligations to such foreign party. 

This issue will require solutions on a case by case basis, which we will be 

discussing separately with and can provide to our respective clients. 

Timeframe for executing Bahasa Indonesia version of an agreement 

PR 63 goes into greater detail than the Language Law by stipulating that 

the foreign language version of a contract is intended as an equivalent 

(padanan) or translation of the Bahasa Indonesia version of such contract 

to ensure consistent understanding of the contract by its parties.  

The existing practice, within the last 10 years, of executing the Bahasa 

Indonesia version of a contract after the execution of the English version 

may be interpreted as being inconsistent with the spirit of PR 63. The use 

of “equivalent” and “translation” in PR 63 implies the prior existence of 

the Bahasa Indonesia version before or at the time of execution of the 

foreign language version. Accordingly, clients should consider having 

the Bahasa Indonesia version and the foreign language version of the 

contract be executed at the same time. 

Prevailing Language 

In terms of prevailing language, in case of differences of interpretation 

between the Bahasa Indonesia and foreign language version, Article 26 

(4) of PR 63 stipulates that the prevailing language would be the 

language agreed upon in the relevant contract, which is a welcomed and 

significant clarification. However, given the language of such article, it 

can be argued that this only applies for contracts involving foreign 

parties and thus, the issues revolving contracts between Indonesian 



parties as discussed above remain unsolved. Additionally, please note 

that for state official documents, which includes certain agreements, 

Bahasa Indonesia must prevail.  

Official communication 

Pursuant to Article 28 of PR 63, official communication made in the 

working environment of the government and the private sector (swasta) 

must be made in Bahasa Indonesia. Although PR 63 does not define what 

is considered as “the working environment” of the private sector, the 

elucidations to the corresponding provision of the Language Law 

stipulates that this covers (mencakup) Indonesian legal entities and 

foreign companies operating in Indonesia. 

PR 63 goes further than the Language Law in clarifying that official 

communication, in the above sense, is referred to as communication 

between employees, between institutions (antarlembaga), as well as 

between institution and the public in relation to the task and function of 

the government and private-sector institutions.  

PR 63 also stipulates that official communication subject to the terms of 

PR 63 covers both verbal and written communication, that it includes 

communications made through electronic media, and that its scope 

includes communication in the form of negotiations, consultations, 

verification, meetings, discussions, coordination and correspondence. 

This implies that all contracts involving Indonesian entities or the 

Indonesian government must now be negotiated in Bahasa Indonesia. 

While it is impossible to consistently enforce this provision in practice, 

especially for verbal communications, parties to Indonesian contracts 

may consider moving away from explicitly stating, in the contract, that 

such contract was exclusively or predominantly negotiated and drafted 

in a foreign language. 

Enforcement - Absence of Sanctions 

The Language Law is silent on the sanctions that may be applied for 

violations of the obligation to use Bahasa Indonesia, and so is PR 63. In 

terms of enforcement, PR 63 stipulates that the central government and 



regional government will be supervising compliance with PR 63 

pursuant to their respective authorities. Supervision on the central 

government level will be carried out by the Indonesian minister in charge 

of education (Minister), who is empowered to formulate supervision 

guidelines. Supervision on the regional government level will be carried 

out by governors/regents/mayors pursuant to their authorities. The 

regional government is empowered to promulgate regional regulations, 

referring to the supervision guideline to be issued by the Minister. 

Nevertheless, parties to Indonesian contracts will still have to consider 

the risk of being subject to a claim for contract annulment if the contracts 

are not in compliance with PR 63, given the available precedents 

(regardless of their nature as non-binding precedent) and will have to 

make decision on a case-by-case basis, taking into account the nature and 

sensitivity of the relevant contracts.   

Closing 

As discussed above, the provisions of PR 63 might have significant 

impact to contracts involving Indonesian parties (regardless of the 

governing law of those contracts). International businesses and PT PMAs 

doing business in Indonesia will have to carefully asses their standard 

compliance procedures and options with respect to their Indonesian 

contracts, especially on the timing for executing the Bahasa Indonesia 

version of their contracts.  

We will be further monitoring any development regarding PR 63 and will 

provide further updates as may be necessary.    
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