ASSEGAF HAMZAH
& PARTNERS LAW\V(\IIEI?(S)
Client Update: Indonesia KNOW

24 July 2024 ASIA

New Regulation on Royalties of Books: A
Victory for Authors

& PARTNERS

ASSEGAF HAMZAH . «[COENTUPDATE

In June 2024, the Ministry of Law and Human Rights (“Ministry”) passed the Ministry of Law and Human
Rights Regulation No. 15 of 2024 on the Management of Royalties for Secondary Licensing of Copyright
of Books and Other Literary Works (“‘Regulation”). This Regulation aims to provide legal certainty for
all parties when duplicating books or other literary works in physical, digital, and/or virtual forms.

By way of background, royalties from literary works (“Books”) are compensation paid to the author or
copyright holder for the economic rights arising from the use of the Books. The term "secondary use"
includes activities such as making copies of the Books or utilising artificial intelligence or Al on the
Books. The Regulation covers both commercial and non-commercial reproduction and distribution of
Books. Notably, non-commercial uses will fall under the Regulation if they are reasonably detrimental
to the legitimate interests of the author or copyright holder.

Before the enactment of the Regulation, although authors and copyright holders were entitled to receive
royalties from the secondary use of their Books, they faced significant challenges in actualising these
royalties. Consequently, many suffered financial losses. Moreover, this lack of legal protection
undermined the value of their intellectual property and prevented them from benefitting from the full
economic potential of their Books.

The Regulation marks a significant step forward in ensuring that authors receive fair remuneration for
the use of their works. Indeed, the Regulation clearly stipulates that authors and copyright holders are
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entitled to receive royalties from the secondary use of their Books. To aid them in collecting the royalties,
authors and copyright holders can register as members of a Collective Management Organisation
(“CMQ"). In this scenario, instead of receiving the royalties directly, the royalties will be paid to the CMO,
which has the authority to collect royalties from the secondary use of Books and distribute the royalties
to the authors and copyright holders.
The key provisions of the Regulation include governing:

1. The licensing mechanism for Books;

2. The limitations and exceptions of the use of Books; and

3. The collection, accumulation, and distribution of royalties.

Licensing Mechanism

A common example of secondary use is copying. The Regulation recognises that copies can be made
in the form of prints, photocopies, scans, screenshots, internet downloads, emails, posts/uploads,
storage, shares, read-alouds, live performances, and web scrapings. Besides identifying the types of
copies that can be made, the Regulation also governs the users deemed as “secondary users” of Books,
namely:

e Education institutions, e.g. universities;

e Research institutions;

e Ministry/governmental institutions/regional governments;

e Private businesses that manage the business of copying documents;

e Photocopy businesses;

e Electronic system organisers;

e Broadcasting institutions;

o Artificial intelligence or Al developers; and

e Any other secondary users based on the Regulation.
Under the Regulation, secondary use of Books, e.g. through copying, can be done by a third party
without obtaining the author or copyright holder’'s permission by paying royalties to the CMO. Royalties

must be paid if the secondary use of the Books is for commercial purposes or if the purposes are non-
commercial, they are reasonably detrimental to the legitimate interests of the author or copyright holder.
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Al developers

As detailed above, the Regulation recognises many secondary users of literary works, including Al
developers. When an Al developer processes a Book as part of the Al's data training, the developer will
be required to pay royalties to the author or the copyright holder of the Book. Under Article 18 of the
Regulation, secondary use of Books by Al developers include internet downloading, storing, sharing,
and web scraping.

Limitation for Secondary Use of Works

Under the Regulation, the secondary use of a Book must not exceed 10% of the Book’s content.
Additionally, such use must not harm the legitimate interests of the Book’s author or copyright holder.
Furthermore, the secondary use of a literary work in a magazine, newspaper, or newsletter cannot use
its full version.

Collection, Accumulation, and Distribution of Royalties

The Regulation authorises the CMOs to annually collect royalties from secondary use based on the
author or copyright holder’'s written approval. For foreign Books, there must be a reciprocal agreement
with the CMO in the author or copyright holder's country or region, and/or a reciprocal agreement with
the relevant entity. However, it is unclear what relevant entity is referred to by the Regulation. Written
approval from the author or copyright holder must be in the form of a power of attorney given to the
CMO to collect royalties from secondary use on behalf of the author or copyright holder.

Additionally, CMOs may also collect royalties for the interest of authors or copyright holders who are
members of the CMOs. In this case, the royalties will be distributed based on the report of the secondary
use, which will be in the form of a log sheet that records the utilisation and sampling by secondary users,
as well as the amount of royalties allocated to the author or copyright holder based on the agreement
between the CMO and the secondary users. While the Regulation mentions that there must be an
agreement between the CMOs and the secondary users, the Regulation lacks details on the minimum
requirements of such agreement.

The Regulation mandates CMOs to distribute royalties to authors or copyright holders and to notify the
Ministry of the distribution at least once a year. The royalty distribution notification must include the
amount of royalties distributed, recipient of the royalties, and data about the secondary users for each
commercial purposes.

Furthermore, the Regulation stipulates that education institutions and micro and small enterprises may
submit a tariff adjustment request to the CMOs to reduce the amount of royalties that should be paid.
One of the CMOs in Indonesia, Perkumpulan Reproduksi Cipta Indonesia, is currently preparing a
guideline to determine the amount of royalties for secondary use of Books as mandated by the
Regulation.
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Key Takeaways

As a direct consequence of the Regulation, secondary users of Books must pay royalties to the CMOs
for commercial purposes. Even if the secondary use is of a non-commercial nature, the user must still
pay royalties to the CMO if such use can reasonably impact the interests of the Book’s author or
copyright holder. This requirement stands to benefit authors and copyright holders to optimise the
royalties mechanisms and maximise the amount of royalties that authors and copyright holders can
receive.

Moreover, the Regulation serves to mitigate the risk of royalties disputes in the future, thereby providing
legal certainty for secondary users of Books. Apart from Al developers, the Regulation can also be
applied to the use of journalistic works by digital platform providers in connection with Presidential
Regulation No. 32 of 2024, which govern the responsibilities of digital platform companies to support
quality journalism.

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

Nalendra Wibowo
Senior Associate

T +62 21 2555 7861

| ari.gema@ahp.id

Achmad Faisal Rachman & Nasya Ayudianti Ramadhani also contributed to this alert.

T +62 21 2555 7874
nalendra.wibowo@ahp.id
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Rajah & Tann Sok & Heng Law Office

T +85523963 112 /113

F +855 23963 116

kh.rajahtannasia.com
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SHANGHAI REPRESENTATIVE OFFICE | China
Rajah & Tann Singapore LLP

Shanghai Representative Office

T +86 21 6120 8818

F +86 216120 8820

cn.rajahtannasia.com
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Assegaf Hamzah & Partners

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

Surabaya Office
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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.
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Rajah & Tann Myanmar Company Limited
T +951 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 | Vietnam
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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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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