ASSEGAF HAMZAH RAJAH &TANN ASIA

& PARTNERS LAWYERS
Client Update: Indonesia KNOW

19 August 2024 ASIA

New Regulation on Safeguard Import
Duty Seeks to Protect the Domestic Textile
Industry
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In July 2024, the Minister of Finance issued Minister of Finance Regulation No. 48 of 2024 on the
Imposition of Safeguard Import Duty on Imports of Fabric Products (“Regulation 48”) and Minister of
Finance Regulation No. 49 of 2024 on the Imposition of Safeguard Import Duty on Imports of Carpets
and Other Floor-Covering Textile Products (“Regulation 49”). Both Regulations deal with safeguard
import duty, which is a trade protection measure issued by a country to protect its domestic industry
from high volume of imports that could harm the domestic producers.

According to the investigation results from the Indonesian Trade Safeguard Committee (Komite
Pengamanan Perdagangan Indonesia), the domestic industry in Indonesia continues to face a
significant threat of severe losses due to imports and requires additional time for necessary structural
adjustments. Hence, it is necessary for a safeguard import duty on particular imported products such as
fabric, carpets, and other floor-covering textile products be imposed. Moreover, the previous regulation
on safeguard import duty has expired.

We take a closer look at the main points of both Regulations below.
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New Safeguard Import Duty and Validity
Imposition of safeguard import duty constitutes an additional duty over:

1. The import duty based on the most favoured nation principle; or

2. The preferential import duty based on an international treaty or agreement.

The safeguard import duty will be imposed to fabric product based on the 8 digits HS Codes! as listed
in the Appendix of Regulation 48. There are 107 HS Codes that are segmented into five categories:

1. Fabric woven from cotton;

2. Fabric woven from synthetic and artificial filament threads;

3. Fabric woven from synthetic and artificial staple fibres;

4. Tule and other mesh fabrics, lace, embroidered fabrics; and

5. Knitted or crocheted fabrics.
Fabric from countries such as China, Hong Kong, and South Korea will be subject to the safeguard
import duty for all the above segmentation. A list of other countries that are subject to and exempted

from the safeguard import duty, as well as the segmentation of fabric products that will be subject to the
safeguard import duty, can be found in the Appendix of Regulation 48.

We provide a summary of the amount of the safeguard import duty, its HS Code, and validity in the table

Amount of Safeguard Import Duty

Tariff Post (4 Digits) Year 1 Year 2 Year 3

below:

(9 August 2024 to 9 (10 August 2025 to 10 (11 August 2026 to 11
August 2025) August 2026) August 2027)

Segment of Fabric Woven from Cotton

26 items from:

. 5208 IDR1,657/meter — IDR IDR1,599/meter — IDR IDR1,542/meter — IDR
5,131/meter 4,950/meter 4. 776/meter

. 5209 IDR3,315/meter — IDR IDR3,198/meter — IDR IDR3,086/meter — IDR
10,261/meter 9,899/meter 9,551/meter

1 HS Code or Harmonised System Code is the classification of imported goods in the Indonesian Customs Tariff Book 2022 (Buku
Tariff Kepabeanan Indonesia).
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Amount of Safeguard Import Duty

Tariff Post (4 Digits)

Year 1

(9 August 2024 to 9

August 2025)
IDR1,842/meter — IDR

Year 2

(10 August 2025 to 10

August 2026)
IDR1,777/meter — IDR

Year 3

(11 August 2026 to 11
August 2027)

IDR1,714/meter — IDR

o e 5,701/meter 5,500/meter 5,307/meter

. 5211 IDR3,315/meter — IDR IDR3,198/meter — IDR IDR3,086/meter — IDR
10,261/meter 9,899/meter 9,551/meter

. 5212 IDR1,657/meter — IDR IDR1,599/meter — IDR IDR1,542/meter — IDR
10,261/meter 9,899/meter 9,551/meter

Segment of Fabric Woven from Synthetic and Artificial Filament Threads

23 items from:

5407

IDR1,382/meter — IDR
5,131/meter

IDR1,333/meter — IDR
4,950/meter

IDR1,286/meter — IDR
4,776/meter

5408

IDR 5,131/meter

IDR 4,950/meter

IDR 4,776/meter

Segment of Fabric Woven from Synthetic and Artificial Staple Fibres

24 items from:

e 5512 IDR 5,131/meter IDR 4,950/meter IDR 4,776/meter

5513 IDR1,382/meter — IDR IDR1,333/meter — IDR IDR1,286/meter — IDR
¢ 5,131/meter 4,950/meter 4,776/meter

5514 IDR1,657/meter — IDR IDR1,599/meter — IDR IDR1,542/meter — IDR
[ ]

6,413/meter 6,187/meter 5,969/meter

e 5515 IDR 5,131/meter IDR 4,950/meter IDR 4,776/meter
. 5516 IDR1,657/meter — IDR IDR1,599/meter — IDR IDR1,542/meter — IDR

5,131/meter

4,950/meter

4,776/meter

Segment of Tule and Other Mesh Fabrics, Lace, and Embroidered Fabrics

9 items from:
5804 IDR25,648/meter — IDR IDR24,745/meter — IDR IDR23,874/meter — IDR
¢ 25,655/meter 24,752/meter 23,881/meter
e 5810 IDR6,414/meter IDR6,188/meter IDR5,970/meter

Segment of Knitted or Crocheted Fabrics

25 items from:

e 6001 IDR 25,655/meter IDR 24,750/meter IDR 23,880/meter
e 6004 IDR 25,655/meter IDR 24,750/meter IDR 23,880/meter
6005 IDR8,285/meter — IDR IDR7,995/meter — IDR IDR7,710/meter — IDR
¢ 25,655/meter 24,750/meter 23,880/meter
. 6006 IDR8,285/meter — IDR IDR7,995/meter — IDR IDR7,710/meter — IDR
25,655/meter 24,750/meter 23,880/meter

Meanwhile, for carpets and other floor-covering textile products, all the tariff post in Chapter 57 of the

HS Code will be subject to the safeguard import duty:
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Validity Amount of Safeguard Import Duty

Year 1 (20 August 2024 to 20 August 2025) IDR74,461/square meters
Year 2 (21 August 2025 to 21 August 2026) IDR71,058/square meters
Year 3 (22 August 2026 to 22 August 2027) IDR67,811/square meters

Like fabric products, carpets and other floor-covering textile products originating from China, Hong
Kong, and South Korea will be subject to the safeguard import duty as stated in the above table.
However, the Appendix of Regulation 49 exempts 121 countries from the safeguard import duty.

In case of fabric, carpets, and other floor-covering textile products originating from an exempted country,
importer must provide a certificate of origin. If the import utilises a preferential certificate of origin, the
product must fulfil the rules of origin based on an international treaty or agreement, such as origin
criteria, consignment criteria, or procedural provisions.

Key Takeaways

The issuance of Regulation 48 and Regulation 49 by the Ministry of Finance aims to curb the influx of
low-priced imported textile products that threaten the domestic industry. These Regulations are
expected to encourage Indonesian consumers to turn towards locally produced fabrics, carpets, and
other floor-covering textiles, thereby enhancing the domestic industry’s competitiveness.

This initiative aligns with the government's commitment to maintaining Gross Domestic Product? (GDP)
growth, especially in light of the recent decline in Indonesia’s Purchasing Managers’ Index® (PMI) for
manufacturing, which fell to 49.3 in July 2024 from 50.7 in the previous month.

However, the government must also address the issue of illegal imports of textiles and textile products
that bypass the internal data maintained by the Ministry of Cooperatives and Small Medium Enterprises.
Additionally, it is vital that the government monitors legally imported products to ensure consistency with
government data and records, thus safeguarding the domestic industry from unfair competition.

If you have any queries on the above, please feel free to contact our team members below who will be
happy to assist.

2 Gross Domestic Product (GDP) is a monetary measure of market value of all final goods and services produced and rendered
in specific time within a country.

8 Purchasing Managers’ Index (PMI) is an economic indicator that measures purchasing activities of manufacturing and services
in a country.
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Contacts

Budi Herdiyanto
Senior Associate

Nazly Parlindungan

Siregar
Partner

T +62 21 2555 9960
T +62 21 2555 9944 budi.herdiyanto@ahp.id

nazly.siregar@ahp.id

Muhammad Faiz Lubis also contributed to this alert.
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Regional Contacts

RAJAH & TANN SOK&HENG | Cambodia
Rajah & Tann Sok & Heng Law Office

T +85523963 112/ 113

F +855 23963 116

kh.rajahtannasia.com

RAJAH & TANN 378 EiE

SHANGHAI REPRESENTATIVE OFFICE | China
Rajah & Tann Singapore LLP

Shanghai Representative Office

T +86 21 6120 8818

F +86 216120 8820

cn.rajahtannasia.com

ASSEGAF HAMZAH & PARTNERS | Indonesia
Assegaf Hamzah & Partners

Jakarta Office
T +62 21 2555 7800
F +62 21 2555 7899

Surabaya Office

T +62 315116 4550
F +62 315116 4560
www.ahp.co.id

RAJAH & TANN | Lao PDR
Rajah & Tann (Laos) Co., Ltd.

T +856 21 454 239

F +856 21 285 261
la.rajahtannasia.com

CHRISTOPHER & LEE ONG | Malaysia
Christopher & Lee Ong

T +60 3 2273 1919

F +60 3 2273 8310

www .christopherleeong.com

Rajah & Tann Asia is a network of legal practices based in Asia.

RAJAH & TANN ASIA
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WHO
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ASIA

RAJAH & TANN | Mvyanmar

Rajah & Tann Myanmar Company Limited
T +95 1 9345 343 /+95 1 9345 346

F +95 1 9345 348

mm.rajahtannasia.com

GATMAYTAN YAP PATACSIL

GUTIERREZ & PROTACIO (C&G LAW) | Philippines
Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)
T +632 8894 0377 to 79 / +632 8894 4931 to 32

F +632 8552 1977 to 78

www.cagatlaw.com

RAJAH & TANN | Singapore
Rajah & Tann Singapore LLP

T +65 6535 3600
sg.rajahtannasia.com

RAJAH & TANN | Thailand
R&T Asia (Thailand) Limited

T +66 2 656 1991

F +66 2 656 0833
th.rajahtannasia.com

RAJAH & TANN LCT LAWYERS | VViernam
Rajah & Tann LCT Lawyers

Ho Chi Minh City Office
T +84 28 3821 2382 / +84 28 3821 2673
F +84 28 3520 8206

Hanoi Office

T +84 24 3267 6127
F +84 24 3267 6128
www.rajahtannict.com

Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a
member firm are governed by the terms of engagement between the member firm and the client.

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage

which may result from accessing or relying on this update.
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Our Regional Presence
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Based in Indonesia, and consistently gaining recognition from independent observers, Assegaf Hamzah & Partners has established itself as a major
force locally and regionally and is ranked as a top-tier firm in many practice areas. Founded in 2001, it has a reputation for providing advice of the
highest quality to a wide variety of blue-chip corporate clients, high net worth individuals, and govemment institutions.

Assegaf Hamzah & Partners is part of Rajah & Tann Asia, a network of local law firms in Cambodia, China, Indonesia, Lao PDR, Malaysia, Myanmar,
the Philippines, Singapore, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South Asia.

The contents of this Update are owned by Assegaf Hamzah & Partners and subject to copyright protection under the laws of Indonesia and, through
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein)
without the prior written permission of Assegaf Hamzah & Partners.

Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your
specific situation. In this regard, you may call the lawyer you normally deal with in Assegaf Hamzah & Partners.
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