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A Legal Overview: Life Insurance Company 

 

1. Insurance Definition 

 

According to Article 246 of Indonesian Commercial Code, insurance means an agreement in 

which the insurer (insurance company) commits to the insured party by obtaining premium, to 

pay compensation for a loss due to a loss, damage or un-obtained profit, which may be suffered 

due to an uncertain event. As such, it can be concluded that the elements of insurance include:1  

 

A. Element of Parties 

The subject of Insurance are parties within Insurance, which means both of the insurer and 

the insured party have rights and obligation. The insurer party are obliged to bear the risks 

that were being transferred to them and have the right to receive premium whereas the 

Insuring party are obliged to pay the premium and entitled to protection and compensation 

of their property.  

 

B. Element of Status 

The insurer party must be a corporate entity in form of limited liability company or 

cooperative. The insuring party status are individual, association, or a business entity as the 

owner or the authorized party of their insured property. 

 

C. Element of Object 

Insurance object can be in form of an object, rights or an interest that are attached to the 

object. 

 

D. Element of Event 

Insurance event is a law act in form of an agreement or a free consensus between the insurer 

and the insured party regarding to the insurance object, uncertainty event which endangering 

the insurance object and prevailing conditions in Insurance. 

 

E. Element of Liaison 

Insurance liaison which occurred between the insurer and insured party is a legally bound that 

arises due to an agreement or free consensus. This legally bound is in form of willingness 

                                                
1  Abdulkadir Muhammad, Hukum Asuransi Indonesia, (Bandung: PT Citra Aditya Bakti, 2006), page 5. 
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between the insured party and the insuring party to fulfill the obligation and rights of each 

parties. The insuring party are bound and obliged over the payment of the insurance premium 

towards the insured party ever since the agreement was made and since then, the insured party 

receive the transfer of risk. 

 

In addition, the definition of insurance as stated under Law Number 40 of 2014 concerning 

Insurance (“Law 40/2014”) is a written agreement between the insurance company and the 

policyholder under which, in return for a premium, the insurance company agrees to (a) provide 

compensation to the insured party or policyholder for losses, damage, costs, loss of revenue or 

legal liability towards any third party that may be suffered by the insured party or policyholder 

due to an uncertain event or to (b) provide payment on the basis of the death of the insured party 

or a payment on the basis of the life of the insured party according to a stipulated benefit and/or 

based on the result of fund management. 

 

Sharia Insurance is also recognized under that law. Sharia Insurance is a collection of agreement, 

consist of the agreement between the sharia insurance company and the policy holder and the 

agreement among the policy holders, for the purpose of management of the contributions on the 

basis of sharia principles in order to help and protect each other by: 

1) Providing compensation to the participant or policy holder as result of loss, damage, costs, 

loss of revenue or legal liability towards third parties which may be suffered by the participant 

or policy holder due to an uncertain event; or 

 

2) Providing payments on the basis of the death or life of the participant according to stipulated 

benefit and/or based on the result of fund management. 

 

2. Scope of Insurance Business 

 

Law 40/2014 has regulated several insurance businesses as follows:  

 

A. General Insurance Business 

 

Based on Article 1 number 5 Law 40/2014, general insurance business is a business of risk 

insurance service providing a compensation to the insured party or policyholder due to loss, 

damage, incurred cost, profit loss, or legal liability towards third parties which may be suffered 

by the insured party or policyholder due to an uncertain event.  
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B. Life Insurance Business 

 

Life insurance business is a business organizing the service of risk alleviation providing 

payment towards the policyholder, the insured party, or other parties entitled in the event of 

death or life of the insured party, or other payments to the policyholder, the insured party, or 

other parties entitled in a specific time as set in the agreement, of which amount has been 

stipulated and/or based on the result of fund management.2 

 

C. Reinsurance Business 

 

Reinsurance business is a business providing reinsurance service towards the risk faced by 

insurance companies, guarantee companies, or other reinsurance companies.3 

 

D. Sharia Insurance Business 

 

Sharia insurance business includes a sharia general business, a sharia life insurance business, 

and sharia reinsurance business where the risk management based on the sharia principles 

and risk sharing concept between insurer party (insurance company) and policyholder.4 

 

3. Life Insurance Company Legal Framework 

 

As one of insurance businesses, the activities of life insurance business have been regulated under 

Law 40/2014 and other prevailing laws. The following explanations will describe the legal 

provisions for life insurance companies as legal entities in Indonesia. 

 

A. Life Insurance Company as a Legal Entities Regulations 

 

Form of Legal Entities 

As regulated under Article 6 paragraph (1) Law 40/2014 and POJK 67/2016, the forms of 

legal entity to conduct life insurance business are: 

 

                                                
2  Law 40/2014, Article 1 number 6. 
3  Law 40/2014, Article 1 number 7. 
4  Law 40/2014, Article 1 number 8-10.  
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1) Limited Liability Company is a legal entity which constitutes an alliance of capital 

established based on an agreement, in order to conduct business activities with the 

company’s authorized capital which divided into shares and which fulfills the requirements 

as stipulated in Law Number 40 of 2007 concerning Limited Liability Company (“Law 

40/2007”). 

2) Cooperative is a business entity which members are individuals (in the case of a Primary 

Cooperative) or cooperatives (in the case of Secondary Cooperatives) and which main 

objective is to enhance its members’ well-being. Cooperative is regulated under Law 

Number 25 of 1992 concerning Cooperatives. 

3) Mutual business that already exists at the time in which Law 40/2014 is promulgated. 

Mutual business is a legal entity which has been determined to operate an insurance 

business, owned by its members, and existed as the Law 40/2014 enacted.5 It should be 

noted that a mutual business has solely a scope of life insurance business. (Article 2 PP 

87/2019). 

 

Company Name 

Based on Article 5 paragraph (1) POJK 67/2016, insurance company shall use the company 

name which begins of the form of legal entity and comprise the words of: 

1) asuransi, insurance, or words that characterize the activities of the insurance company;  

2) reasuransi, reinsurance, or words that characterize the activities of the reinsurance 

company; 

3) asuransi syariah, sharia insurance, or words that characterize the activities of the sharia 

insurance company; atau 

4) reasuransi syariah, sharia reinsurance, or words that characterize the activities of the sharia 

reinsurance company. 

 

In particular, life insurance company must use a company name which characterizes the words 

of “insurance” or “asuransi” and “life” or “jiwa” or other terms which depict that the company 

is engaged in life insurance. 

 

In addition, an insurance company in the form of limited liability company shall comply with 

PP 43/2011. Any company name application submitted by a company must be made through 

an application to the Ministry of Law and Human Rights (“MOLHR”) before the company 

is established or before the amendments to the articles of association regarding the changes 

                                                
5  PP 87/2019, Article 1 number 1. 



  

 
 5 

of company name. Submission of company name must be made through an electronic 

application system in MOLHR namely Sistem Administrasi Badan Hukum (SABH). 

 

In the event that the submission of company name is accepted and approved, the Minister 

will grant an approval for the use of the company name (in electronic) and this approval is 

only for 1 company name. The use of a company name which has been approved by the 

Minister is valid for a maximum period of 60 days. 6 It means that the use of the company 

name can immediately be used in filing applications for a legal entity in limited liability 

company.  

 

Life Insurance Business Coverage 

Life insurance companies can only carry out life insurance business, including the annuity 

business line, the health insurance business line, and the early accident insurance business 

line.7 Claims that can be provided by life insurance are as follows: 8 

 

1) Payments to policyholders, the insured, or other entitled parties in terms of insured dies 

or remains alive. 

 

2) Other payments to the policyholder, the insured, or other parties who are entitled at a 

certain time regulated in the agreement, the amount of which has been determined and / 

or based on the results of fund management. 

 

In addition, the life insurance company can only expand the scope of business to fee-based 

business activities which can only be done upon:9 

 

1) Administrative Service Only (ASO) in the context of employee benefits; and 

2) Marketing of products from financial service institutions that have obtained permission 

from Financial Services Authority or Otoritas Jasa Keuangan (“OJK”) and are not insurance 

or reinsurance products. 

The abovestated provisions do not apply to insurance companies which conduct a sharia 

insurance product marketing from sharia insurance company resulting from the spin-off no 

later than 2 years after the spin-off was carried out. 

                                                
6  Permenkumham 4/2014, Article 7 jo. Article 9. 
7  PP 69/2016, Article 2 paragraph (1). 
8    Law 40/2014, Article 1 number 6. 
9  PP 69/2016, Article 4 letter c and d. 
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Capital Provisions 

Considering that one of the forms of insurance company is a limited liability company, it is 

necessary to comply with the provisions stipulated in Law 40/2007. In Limited Liability 

Company, the authorized capital shall consist of total nominal value shares. Since the Law 

Number 11 of 2020 concerning Job Creation (“Law 11/2020”) has been enacted, there are 

changed provisions regarding authorized capital in a limited liability company governed by 

Law 40/2007. As the Article 109 paragraph (3) Law 11/2020 has stated that:  

1) Limited liability company must have authorized capital; 

2) The amount of authorized capital will be determined by the decisions of the company’s 

founders; 

3) Capital of a limited liability company shall be further implemented by a Government 

Regulation. 

 

With regard to authorized capital, Article 1 PP 29/2016 has stipulated that the amount of 

authorized capital of a limited liability company must be stated in the article of association 

contained in the Deed of Establishment. The amount is determined based on the agreement 

by company’s founders.  

 

In particular, insurance company must have paid-up capital at the time the company 

established with an amount of at least Rp150.000.000.000,00 (one hundred and fifty billion 

Rupiah). Such paid-up capital must be paid in cash and in full in the form of a time deposit 

and/or clearing account in the name of the insurance company at a commercial bank, sharia 

commercial bank, or sharia business unit of a commercial bank in Indonesia.10  

 

At the time of filing an application for a business license, the insurance company must have 

a guarantee fund11, of at least 20% of the minimum paid-up capital required and can only be 

placed in the form of time deposit with automatic extension at commercial bank, sharia 

commercial bank, or sharia business unit of a commercial bank in Indonesia which is not an 

affiliate of the certain insurance company.12 

 

 

                                                
10  POJK No. 67/2016, Article 6 paragraph (1) jo. paragraph (5). 
11  Guarantee fund is the asset of an insurance company which regarded as the last guarantee in order to protect the 

interests of the policyholder, the insured party, or the participant if the insurance company is liquidated as referred 
to in the Law 40/2014 (Article 1 number 22, POJK 67/2016). 

12  POJK No. 67/2016, Article 7 paragraph (1) jo. paragraph (2). 
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B. Ownership of Life Insurance Company 

 

As regulated under Article 6 paragraph (1) Law 40/2014 and POJK 67/2016, the forms of 

legal entity to conduct life insurance business are limited liability company, co-operative, and 

mutual business that already exists at the time in which Law 40/2014 is promulgated.13 It 

should be noted that a mutual business has solely a scope of life insurance business. (Article 

2 PP 87/2019). 

 

In principle, an insurance company shall only own by Indonesian citizen and/or Indonesian 

legal entity along with the following provisions:  

 

1) Indonesian citizen and/or Indonesian legal entity that directly or indirectly is fully owned 

by Indonesian citizen; or 

2) Indonesian citizen and/or Indonesian legal entity (as referred to in point 1), together with 

foreign citizen or foreign legal entity that must be an Insurance Related Company which 

owns a business of the same type or a holding company whose one of its subsidiaries runs 

in Insurance.14  

 

In the event that foreign individuals intend to own an insurance company, then it shall be 

done through a transaction on the stock exchange.15 Such ownership thereof is a form of 

indirect investment or foreign portfolio investment. This investment does not result in 

involvement in company management so that it is not directly involved with the risk of 

business activities carried out by a company.16 

 

Furthermore, foreign legal entities can hold shares in Indonesian insurance companies 

through:17 

1) Direct participation in the insurance company; 

2) Transactions on the stock exchange; 

                                                
13  Mutual business is a legal entity which has been determined to operate an insurance business, owned by its members, 

and existed as the Law 40/2014 was enacted. (Article 1 number 1 PP 87/2019). 
14  Law 40/2014, Article 7 paragraph (1).  
15  Law 40/2014, Article 7 paragraph (2).  
16  David Kairupan, Aspek Hukum Penanaman Modal Asing Di Indonesia, (Jakarta: Kencana Prenada Media Group, 2014), 

p. 20. 
17  PP Number 14 of 2018, Article 3 paragraph (2) as amended by PP Number 3 of 2020 concerning Foreign Ownership 

in Insurance Companies. 
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3) Participation in an Indonesian legal entity that owns shares in an insurance company 

through direct participation or the stock exchange. 

 

As mentioned below, a direct participation in the insurance company is a form of foreign 

direct investment regulated under Law Number 25 of 2007 concerning Investment (“Law 

25/2007”). Such investment activity is implemented if foreign investors intend to conduct a 

business in the territory of the Republic of Indonesia. Consequently, direct participation in 

investment has a significant effect by investors to the company management.18 

 

Foreign Ownership 

Prior to conducting foreign investment in Indonesia, foreign investors shall determine the 

type of business activities to be carried out. It is necessary to consider the ownership 

limitations as stipulated by Indonesian Investment List which regulates a list of business fields 

that are open, close, and activities that can only be done by Central Government.19 Foreign 

investors must comply with the provisions and restrictions in that Indonesian Investment 

List. 

In order to verify the types of business fields (open, close, or open with conditions) that will 

be conducted, foreign investors are required to pay attention to Indonesian Standard Business 

Classification 2020 (“KBLI 2020”). KBLI 2020 encompasses a list of business activities along 

with the business codes that may be chosen by foreign investors as their business activity. In 

the event that foreign investor intends to conduct a life insurance business, hence the business 

activity is included in the L category with a code of 65112 in the KBLI 2020. 

 

Refer to PP 3/2020, in the event that foreign legal entity intends to own an insurance 

company, it must meet the following criteria:20 

1) An insurance company that has a similar type of business or a holding company in which 

one of its subsidiaries is engaged in a similar type of insurance business.  

2) Has equity of at least 5 times of the amount of direct participation in the insurance 

company at the time of establishment and at the time of change in ownership of the 

insurance company. 

3) Fulfill other requirements set by the Financial Services Authority (“OJK”). 

 

                                                
18  OECD, Detailed Benchmark Definition of Foreign Direct Investment, third edition (OECD, 1996). 
19  Perpres 10/2021, Article 2 paragraph (1). 

20  PP 3/2020, Article 4 paragraph (1). 
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However, the abovementioned criteria do not apply to foreign legal entities that own 

insurance companies through transaction on the stock exchange and transaction on the stock 

exchange for Indonesian legal entities that own insurance companies. 

 

By virtue of Article 5 PP 3/2020, there is a limitation of foreign ownership in an insurance 

company with a maximum percentage of 80% of paid-up capital, however this does not apply 

to insurance companies which are public companies.21 In the event that foreign ownership 

in an insurance company which is not a public company has exceeded 80%, the insurance 

company is prohibited from increasing the percentage of foreign ownership. 

 

Furthermore, in the event that foreign ownership has a percentage of 88% of paid-up capital 

in an insurance company which is not a public company at the time of the promulgation of 

PP 3/2020, then the foreign ownership decreases to 84% hence the percentage becomes the 

new limit of foreign ownership. Therefore, foreign investors are prohibited to invest more 

than or exceed the percentage of 84%. 

 

In the event that an insurance company makes additional paid-up capital, the percentage of 

foreign ownership after the additional is prohibited to exceed 80%. If the additional exceeds 

such percentages and does not receive any portions of the additional capital from Indonesian 

legal entities and/or an Indonesian citizen, the additional must be made through an initial 

public offering in Indonesia. Insurance company is required to identify and report its foreign 

ownership which forms as a compliance with PP 3/2020. 

 

Any additional to paid-up capital shall be conducted either in the context of business 

development (expansion) or to comply with statutory provisions. With this provision, the 

percentage of foreign ownership as a result of additional paid-up capital for insurance 

company that has obtained an exemption from the maximum foreign ownership limit is 

prohibited from exceeding 80%.  

 

Insurance company is obliged to ensure compliance with the provisions previously described, 

if it does not comply with those provisions, OJK may impose administrative sanctions in the 

form of:22 

1) written warning; 

                                                
21  Public company is a company that conducts a public offering of shares in accordance with the provisions of laws 

and regulations in the capital market. (Elucidation of Article 5 paragraph (2) PP 3/2020). 
22  PP 3/2020, Article 9 paragraph (2). 
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2) restrictions on certain or entire business activities; 

3) revocation of their license; and/or 

4) administrative fines. 

 

Shareholders Provisions 

In insurance companies including life insurance companies, there are provisions regarding 

controlling shareholder and controller as explained below. 

 

1) Controlling Shareholder 

a) A party who directly owns shares or company capital amounting to 25% or more of 

the number of shares issued and has voting rights; or 

b) A party who directly owns shares or company capital less than 25% of the total issued 

shares and has voting rights, but it can be proven if the party has exercised control 

over the company (either directly or indirectly).23 

2) Controller 

A party who has ability to determine or influence the actions of a company organization 

(either directly or indirectly) including board of directors or board of commissioners in 

legal entities in the form of co-operative or mutual business. Therefore, the controller is 

not included in a legal entity in the form of a limited liability company.24 

 

There are provisions that limit the parties to the controlling shareholder. Parties that can 

become controlling shareholders are individuals, legal entities, the Republic of Indonesia, or 

local governments. Each party can only be a controlling shareholder in 1 (one) life insurance 

company, 1 (one) general insurance company, 1 (one) reinsurance company, 1 (one) sharia 

life insurance company, 1 (one) general sharia insurance company, and 1 (one) sharia 

reinsurance company.25 However, this provision does not apply if the controlling shareholder 

is the Republic of Indonesia. 

 

Based on POJK 67/2016, the controlling shareholder has the authority to do the following:26 

 

1) Merger of companies that are under its control; 

2) Consolidation of companies that are under its control; 

                                                
23  POJK 67/2016, Article 1 number 27. 
24  POJK 67/2017, Article 1 number 28. 
25  POJK 67/2016, Article 28. 
26  POJK 67/2016, Article 29. 
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3) Sale of part or all of the share ownership of the company under its control, so that it does 

not become the controlling shareholder; or 

4) Other corporate actions based on OJK approval. 

 

Furthermore, the company is obliged to determine at least 1 (one) controller. The controlling 

party is obliged to take responsibility for the continuity of the company's business under its 

control. If the company has not established other controllers, then OJK has the authority to 

assign controllers outside the controllers that have been determined by the company. 

 

The parties categorized as controllers are shareholder or not a shareholder who have to meet 

the requirements for integrity and financial feasibility as stipulated in the OJK Regulation 

regarding the fit and proper test for the main party of financial service institutions. 27 

 

 Given that the controller in an insurance company has a very strategic role, the party who has 

been assigned to be the controller cannot resign from the position of controller without the 

approval of the OJK. If the controller wants to obtain approval from the OJK, the company 

must submit a written application to the OJK along with the reasons for ceasing to be the 

controller. 

 

Companies that have a change in controller position are required to report to the OJK along 

with a list of shareholders including details of share ownership. The changes are reported by 

the company directors to the OJK no later than 10 (ten) working days after being determined 

by the company.28 

 

Change of Ownership 

Companies that have a change of ownership must first obtain approval from the OJK. If the 

change is due to additional paid-in capital, this capital increase can only be made in the form 

of cash deposits, transfer of retained earnings, transfer of loans, and/or share dividends.29 

Applications for OJK approval are made by prospective shareholders through company 

directors. Within a period of 20 (twenty) days from receipt of the application, OJK is obliged 

                                                
27  POJK 67/2016, Article 30. 
28  POJK 67/2016, Article 33. 
29  POJK 67/2016, Article 74. 
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to provide approval, request for document completion, or rejection. If the application is 

approved, the OJK will issue an approval letter to the company.30 

 

C. Life Insurance Company Organization 

 

Insurance companies are required to have at least 3 members of the Board of Directors. Then, 

at least half of the total members of the Board of Directors of an insurance company must 

have knowledge and experience in the field of risk management in accordance with the 

company’s line of business (life insurance, general insurance, reinsurance, or other insurance 

fields). All members of the Board of Directors of an insurance company must have knowledge 

in accordance with the company’s line of business that is relevant to their position.31 

 

In addition, there are further provisions regarding the Board of Directors related to the owner 

of the insurance company. In the event that an insurance company whose owners are all 

Indonesian citizens and/or Indonesian legal entities of which all or the majority of the owners 

are Indonesian citizens, all members of the Board of Directors must be Indonesian citizens. 

While members of the Board of Directors of an insurance company in which there is direct 

participation by foreign investors, they must be consist of Indonesian citizens and foreign 

citizens, or all Indonesian citizens.32 

 

Director of Compliance 

By virtue of POJK 73/2016, insurance companies are required to have at least one Director 

of Compliance which is in charge of work units or employees that perform compliance 

functions. This work unit is tasked with assisting the Board of Directors in ensuring 

compliance with laws and regulations in the insurance business sector and other laws and 

regulations. 

 

Requirements of Directors 

Any members of the Board of Directors of an insurance company must fulfill the following 

criteria: 

1) obtain approval from OJK; 

2) domicile in Indonesia; 

3) be able to act in good faith, honestly, and professionally; 

                                                
30  POJK 67/2016, Article 76. 
31  POJK No. 73/2016, Article 6 paragraph (1)-(4). 
32  POJK No. 73/2016, Article 6 paragraph (5)-(6). 
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4) be able to act in the interest of the insurance company and policyholders, the insured 

parties, participants, and/or parties entitled to benefit from personal interests; 

5) be able to make decisions based on independent and objective assessment for the sake of 

insurance company and policyholders, the insured parties, participants, and/or parties 

entitled to benefit; and 

6) be able to avoid misuse of his authority for improper personal gain or cause any loss to 

the insurance company. 

 

D. Foreign Employee Regulation 

 

Regulation regarding the employment of foreign workers in insurance companies are 

stipulated in Article 32 POJK 67/2016. In this regulation, companies are allowed to use 

foreign workers to be employed as experts with a position level one level below that of 

directors, actuaries, or consultants. Furthermore, companies can only employ foreign workers 

who handle underwriting, actuarial, marketing, and/or information systems functions. 

If the company employs foreign workers as an expert, then there are several conditions that 

must be fulfilled as follows:33 

1) Foreign workers are employed for a maximum period of 5 (five) years; 

2) Foreign workers are accompanied by Indonesian workers in the context of transferring 

knowledge, expertise and technology. 

If the company employs foreign workers as a consultant, then there are several conditions 

that must be fulfilled as follows:34 

1) Foreign workers are only employed to carry out certain projects or programs related to 

operational activities in the insurance sector; 

2) The maximum period of time for the project or program in question is 5 (five) years; and 

3) Foreign workers are accompanied by Indonesian workers in the framework of transferring 

knowledge, expertise and technology. 

Companies that employ foreign workers must first report to the OJK no later than 20 (twenty) 

working days before the foreign workers are employed. This reporting obligation also applies 

if the company wants to hire or terminate foreign workers. The company is obliged to report 

this matter to the OJK no later than 20 (twenty) days after being appointed or terminated.35 

                                                
33  POJK 67/2016, Article 50 paragraph (4). 
34  POJK 67/2016, Article 50 paragraph (5). 
35  POJK 67/2016, Article 51 jo. Article 52. 
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E. Dissolution of Life Insurance Company 

 

Dissolution of Life Insurance Company Because the Business License is Revoked 

No later than 30 (thirty) days from the date the business license is revoked, the company 

whose business license is revoked is obliged to hold a GMS to decide the dissolution 

concerned and form a Liquidation Team. The Liquidation Team have to be authorized by 

OJK. The Liquidation Team formed by the GMS shall register and notify the Dissolution to 

the competent institution, and announce it in the State Gazette of the Republic of Indonesia 

and 2 (two) daily newspapers which have a wide circulation. In the event GMS failed to form 

a Liquidation Team, OJK will be the one that form a Liquidation Team. After the GMS or 

OJK decision as stated above, insurance company considered in liquidation and have to 

include (In Liquidation) in the back of company name.36 

 

Liquidation process by the Liquidation Team must be completed within a maximum period 

of 2 (two) years from the date of formation of the Liquidation Team. In the event of 

Liquidation process is not finished on the stipulated time period, GMS and OJK can extend 

the time period for maximum of 2 (two) times with 1 (year) time period each.37 

 

The rights of Policyholder, the Insured, or Participants in the distribution of the assets of the 

Company in Liquidation have a higher position than the rights of other parties. Insurance 

Funds of Insurance Companies in Liquidation must be used first to fulfill obligations to the 

Policyholder, the Insured, or other parties entitled to insurance benefits. In the event that the 

Insurance Fund is insufficient for pay all obligations to the Policyholder, insured, or other 

parties entitled to benefits insurance, payment of the said obligation is made proportionally.38 

 

Closing of Business Activities Upon the Request of the Company 

Insurance company that wants to close their business activities have to report their plan to 

OJK in order to get an approval. The settlement of the Company's obligations to all Creditors 

including the Policyholder, the Insured, or Participants must not harm or reduce the rights of 

the Creditors including the Policyholder, the Insured, or Participants. If the company get an 

approval from OJK, company is obliged to do as follows: 

1) Close all of the Company's business activities; 

                                                
36  POJK 28/2015, Article 4-7 
37  POJK 28/2015, Article 15 paragraph (1)-(2). 
38  POJK 28/2015, Article 24 paragraph (1)-(3) 
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2) Announce the plan to cease business activities and the plan for settlement of the 

Company's liabilities in a newspaper for 3 (three) consecutive days no later than 10 (ten) 

days from the date of the approval letter for the plan to cease business activities; 

3) Settle all of the Company's liabilities within a period of 4 (four) months from the date of 

approval for the plan to cease business activities; and 

4) Appoint a public accountant to prepare the final balance sheet including verification to 

ensure the settlement of all of the Company's liabilities. 

 

4. Life Insurance Company Policy Regulations 

 

In principle, an insurance policy is an insurance product which regulated under POJK 23/2015. 

An insurance policy is the deed of the insurance agreement or other document that is equivalent 

to the deed of the insurance agreement, as well as other documents that constitute an inseparable 

unity with the insurance agreement, which is in writing and includes an agreement between the 

insurer (life insurance company) and the policyholder.39 As for the issuance and distribution of 

an insurance policy, the POJK 23/2015 strictly stated that an insurance policy must be issued and 

distributed in the territory of Republic of Indonesia. Furthermore, the insurance policy must be 

made in Indonesian language (or in bilingual format).40 

 

The parties related to the insurance policy consisted of: 

1) Insurer is an insurance company. 

2) Policyholder is a party binding himself on the basis of the agreement with an insurer (life 

insurance company) to obtain protection or management over the risk for himself, the insured 

party, or other participants.41 

3) Insured party is a party facing the risk as set in the insurance agreement.42 

 

With regard to avoid any misinterpretations upon a written agreement, insurance policy should 

be clearly written so that it can be easily read and understood by the policyholder, the insured 

party, or the participants.43 In addition, the insurance policy must contain the conditions at least 

on: 

  

                                                
39  POJK 23/2015, Article 1 number 6. 
40  POJK 23/2015, Article 20 paragraph (1). 
41  Law 40/2014, Article 1 number 22. 
42  Law 40/2014, Article 1 number 23. 
43  POJK 23/2015, Article 19 paragraph (1). 
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No. Condition Description 

1. Promulgation of the coverage 
The period of insurance must be clearly 

stated upon the insurance policy. 

2. 
Description of the benefits based 

on the agreement 

Benefit to the insured party (insured 

value). 

3. Procedures for Premium payment 

In principle, premium is the amount of 

money set by the insurer and approved 

by the policyholder to be paid based on 

the insurance agreement. 

4. 
Grace period of Premium 

payments 

This clause contains a statement that the 

insurer will receive premium payments 

for a certain period after the due date. 

During that period, the policy will still 

have a legal force. 

5. 

Exchange rate used for the 

insurance policy with foreign 

currency if the payment for the 

Premiums and benefits associated 

with Rupiah currency 

The provision on the exchange rate with 

foreign currencies must be an equivalent 

to the exchange rate published by Bank 

Indonesia at the time of payment 

(Article 16 paragraph (1) POJK 

23/2015). 

6. 
Time recognized as a time of 

receipt of Premium payments 

This clause must clearly state the agreed 

time of receipt of Premium payments. 

7. 

Company policies set forth when 

Premium payments carried past 

the agreed time limit 

This clause contains company’s policy if 

the premium is paid after the end of the 

grace period. 

8. 

The period when the company is 

unable to review the validity of the 

insurance contract (incontestable 

period) on long-term insurance 

products 

This clause grants a protection to the 

policyholder regarding the validly of the 

insurance contract or insurance policy.  
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9. 

Cash value table, for insurance 

products that distributed by life 

insurance company containing 

cash value 

An amount of money which stated in the 

cash value table (if any), will be given to 

the policyholder if he chooses to 

surrender. A surrender is a written 

request from the policyholder to 

terminate the policy before the end of 

the insurance period. 

10. 

Dividend calculation or similar for 

the insurance policy, the insurance 

product that distributed by life 

insurance companies by promising 

dividends or similar the insurance 

policy 

In the event the life insurance company 

has promised the dividend, it must be 

stated upon the insurance policy. 

11. 

Termination clause of coverage, 

both of the company or of the 

policyholder, the insured party, or 

the participants, including the 

condition and its cause 

The insurance policy must clearly 

describe the termination of coverage for 

the sake of legal certainty for the parties 

included in insurance policy. 

12. 

The terms and procedures for 

filing a claim, including supporting 

evidence that is relevant and 

necessary in filing a claim 

This clause is necessary for filing claims 

by the policyholder or insured party. 

13. 
Procedures for settlement and 

claims payments 

Insurance policy shall clearly describe 

the methods and procedures for 

settlement if there any disputes arise 

from the policy and claims payments. 

14. 

Dispute resolution clauses which 

among other things include a 

mechanism for settlement in court 

and out of court and the choice of 

forum for the settlement of 

disputes 

Based Article 18 POJK 23/201In the 

event that an insurance policy stipulates 

a dispute resolution clause, it shall 

contain dispute resolution outside the 

court and inside the court. As for clause 

of the dispute settlement done outside 

of the court, insurance policy must 

provide alternative dispute resolution 

through alternative dispute settlement 
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institutions as stipulated in the laws and 

regulations regarding alternative dispute 

resolution institutions in the financial 

services sector. Furthermore, the 

provisions in insurance policy regarding 

dispute settlement done inside the court 

shall not be limiting the choice of the 

court only by the District Court where 

the Company domiciled.  

15. 

Language which is used as a 

reference in case of any dispute or 

difference of opinion, for the 

insurance policy printed in 2 (two) 

or more languages 

In the event that an insurance policy 

issued in foreign languages or regional 

language alongside with the Indonesian 

language (Article 20 paragraph (1) POJK 

23/2015). 

 

Furthermore, the insurer (life insurance company) is prohibited to include a provision in the 

insurance policy that may be interpreted:44 

 

1) The policyholder, the insured party, or participants cannot make legal remedies so that the 

policyholder, the insured party, or participants must accept the denial of payment of claims; 

and/or 

2) As a limitation for legal remedies for the parties in the event of a dispute regarding the 

provisions of the insurance policy. 

 

5. Life Insurance Company Business License 

 

Principally, every party that operates a life insurance business is required to obtain a business 

license from the OJK. The business license is submitted by the company's Board of Directors to 

the OJK.45 By submitting a business license application, the Board of Directors have to complete 

these following documents: 

 

 

                                                
44  POJK 23/2015, Article 17. 
45  POJK 67/2016, Article 9. 
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No. Document Annotation 

1. 

Deed of establishment 

followed with deed of 

amendment to articles of 

association (if any) 

accompanied by proof of 

approval and / or proof 

of the receipt of 

notification from the 

competent authority 

 

Deed of establishment of a legal entity that has 

been validated by the competent authority, at 

least must contain: 

(i)    name and domicile; 

(ii) purposes and objectives and business 

activities; 

(iii)   capital; 

(iv)   ownership; 

(v) powers, responsibilities and tenure of 

members of the Board of Directors and 

members of the Board of Commissioners. 

2. 
The structure of the 

company 

The structure must be completed with a 

description of the duties, authorities, 

responsibilities and work procedures. 

3. 
Evidence of the paid-up 

Capital 

Evidence of paid-up capital in the form of cash 

deposits and time deposits and / or clearing 

accounts at commercial bank, sharia commercial 

bank, or sharia business unit of a commercial 

bank in Indonesia and legalized by the bank 

deposit receiver that still valid during the process 

of applying for a business license.   

4. 
Preliminary report of 

Security Fund 

Preliminary report must be followed by the 

Evidence of Security Fund placement.  

5. 
List of company’s 

ownerships.  

This list includes the list of shareholders and the 

details of the amount of each shareholder.  

6. 

Data of shareholders or 

member exclude 

controlling shareholder.  

This data includes natural person, legal entity, 

Republic of Indonesia, or regional government.  

7. List of controlling. 
This list includes the annotation of form of 

control.  

8. 
Evidence of hiring 

experts. 

Company has to provide evidence regarding the 

hiring of experts. 
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9. 
Working plan for the first 

3 (three) years.  

This working plan shall consist at least feasibility 

studies regarding to market opportunities and 

potential economic along with business lines to 

be entered and target markets, cash flow 

projections, balance sheets, profit / loss 

calculations, etc.  

10. 
Guidelines of corporate 

risk management.  

Company has to provide a guideline to describe 

corporate risk management. 

11. 

Specification insurance 

product that would be 

marketed 

This specification required by projections of 

premium income and expenses related to the 

marketing of new insurance products.  

12. 

Administrative system 

and infrastructure of data 

management.  

To promote the preliminaries and submission of 

report to OJK.  

13. 

Confirmation from 

supervisory authority of 

foreign party’s origin 

country.  

If there is direct participation from foreign 

parties. 

14. 

Other documents that 

support soundness of 

business growth. 

Report of financial statements, evidence of 

operational readiness, evidence of hiring actuaries 

and internal auditors. 

 

Within 20 (twenty days) of the application for a business license received, OJK will grant 

approval, request for completeness of documents, or upon the application for a business license. 

If approved, the OJK will determine the decision to grant a business license to the company.46 

Company that have obtained a business license from OJK are required to carry out business 

activities no later than 3 (three) months from the date the business license is given. No later than 

10 (ten) days after the commencement of business activities, the company is required to submit 

a business activity report to the OJK.47 

  

                                                
46  POJK 67/2016, Article 25. 
47  POJK 67/2016, Article 27. 
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6. OJK Authorities Concerning Life Insurance Company 

 

A. Supervision 

 

Article 55 paragraph (1) Law Number 21 of 2011 concerning OJK (“Law 21/2011”) stated 

that since December 21, 2012, the functions, duties and authorities of regulating and 

supervising financial services activities in the insurance sector have been transferred from the 

Minister of Finance to OJK.  In the framework of implementing the supervisory function, 

OJK has the authority to: 

 

1) Approving or refusing to grant an Insurance Business license; 

2) To revoke the Insurance Business license; 

3) Approving or refusing to provide a registration statement for actuarial consultants, public 

accountants, appraisers, or other parties providing services to the Insurance Company; 

4) Cancel the registration statement for actuarial consultants, public accountants, appraisers, 

or other parties providing services to the Insurance Company; 

5) Require Insurance Companies to submit periodic reports; 

6) Examining Insurance Companies and other parties that are currently or have been 

affiliated parties or providing services to Insurance Companies; 

7) Determine the Controller of the Insurance Company, Sharia Insurance Company, 

reinsurance company, or sharia reinsurance company; 

8) Approve or revoke the approval of a Party to become a Controller of an Insurance 

Company, Sharia Insurance Company, Reinsurance Company, or Sharia Reinsurance 

Company; 

9) Require a Party to cease being the Controller of an Insurance Company, Sharia Insurance 

Company, Reinsurance Company, or Sharia Reinsurance Company; 

10) Conduct a fit and proper test of the board of directors, board of commissioners, or 

equivalent to the board of directors and board of commissioners in a legal entity in the 

form of a cooperative or joint venture, Sharia supervisory board, company actuary, 

internal auditor, and controllers;  

11) Deactivate the board of directors, the board of commissioners, or the equivalent of the 

board of directors and the board of commissioners in a legal entity in the form of a 

cooperative or joint venture and/or sharia supervisory board, and establish a Statutory 

Manager. 

12) Giving written orders to: 
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a. Certain parties to make reports on certain matters, at the expense of the Insurance 

Company and submit it to the Financial Services Authority; 

b. Insurance Company, Sharia Insurance Company, reinsurance company, or sharia 

reinsurance company to transfer part or all of its insurance portfolio to an Insurance 

Company, Sharia Insurance Company, reinsurance company, or other sharia 

reinsurance company; 

c. An Insurance Company to do or not to do certain things in order to comply with the 

statutory provisions in the insurance sector; 

d. An Insurance Company to improve or improve the internal control system to identify 

and avoid the use of an Insurance Company for financial crimes; 

e. Insurance Company or Sharia Insurance Company to stop marketing certain insurance 

products; and 

f. An Insurance Company to replace someone from a certain position or position, or 

appoint someone with certain qualifications to occupy a certain position or position, 

in the event that the person is incompetent, does not meet certain qualifications, is 

inexperienced, or has violated the provisions of laws and regulations in the field 

insurance. 

13) Imposing sanctions on Insurance Companies, shareholders, directors, board of 

commissioners, or equivalent to shareholders, directors and board of commissioners in 

legal entities in the form of cooperatives or joint ventures, sharia supervisory board, 

company actuaries, and/or internal auditors; and 

14) Carry out other authority based on statutory regulations. 

 

B. OJK Authority to File A Bankruptcy Petition Towards Life Insurance Company 

 

The enactment of Law 21/2011 also impacting the authorities of filing a bankruptcy petition 

which stipulated on Law Number 37 of 2004 concerning Bankruptcy and Suspension of Debt 

Payment Obligation (“Law 37/2004”) which previously at the Minister of Finance has now 

shifted to the OJK. As a party that can apply for a bankruptcy petition, OJK needs a legal 

reason for filing it. One of the legal reasons is to protect the interests of consumers, in this 

case the customers of insurance policy holders. The position of the Financial Services 

Authority in bankruptcy cases, namely representing creditors whose appointment is based on 

a special power of attorney from the Board of Commissioners of OJK who can then submit 

an application for a bankruptcy statement to the Commercial Court. 
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Prior to undergoing the bankruptcy procedures stipulated in Law 37/2004, there are other 

provisions governing the procedure for applying for an insurance company bankruptcy 

petition, namely:48  

1) First, Creditors submit a request to OJK to submit an application for a bankruptcy petition 

to the Commercial Court. 

2) Second, OJK approves or rejects the application submitted by the Creditors as referred 

above no later than 30 (thirty) days after receipt of the complete application. 

3) Third, in the event that OJK rejects the request submitted by the creditor, the rejection 

must be made in writing along with the reasons. 

 

Based on the above explanation, it can be seen that there are several mechanisms in 

submitting a bankruptcy statement to the Insurance Company, namely: 

1) Creditors of the Insurance Company submit a request to OJK in order to conduct a 

study whether it is possible to submit a request for a bankruptcy petition to the Insurance 

Company concerned. 

2) OJK, through the Board of Commissioners, can directly apply for a bankruptcy 

statement to the Insurance Company concerned if there are considerations regarding the 

stability and financial condition of the Insurance Company. 

 

7. Dispute Resolution 

 

It is undeniable that in life insurance business activities there is a potential dispute between 

consumers and the Company. Such disputes may occur due to refusal of claim payments because 

it is stated that there is no policy responsibility, the claim value offered is lower than the claim 

value demanded by the insurance consumer, or other matters related to the agreement between 

the Company and the consumer. The following are ways that can be taken to resolve disputes in 

the insurance sector. 

 

A. Internal Dispute Resolution 

A life insurance company as a financial service business actor is required to have and 

implement a service and complaint resolution mechanism for consumers. Such mechanism 

has to be conveyed to consumer before the signing of the insurance agreement.49 Life 

                                                
48  Law 40/2014, Article 51. 
49  POJK 1/2013, Article. 32 jo. art. 11 paragraph (1). 
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insurance company also required to have a work unit and/or functions to handle and resolve 

complaints without charging any fees to Consumers for filing complaints.50 

 

When the complaint is filed, company is obliged to follow-up and resolve customer complaint 

no later than 20 (twenty) working days since the date of the complaint filed. In certain case 

such as: (i) the office that receives complaints are not the same as the office where the problem 

being complained about occurs and there are communication barriers between the two 

offices; (ii) financial transactions complained by consumers requires a special examination of 

the documents; and/or (iii) there are other matters beyond the control of the Company such 

as the involvement of third parties in financial transactions done by consumers, Company can 

extend the time period up to no later than the next 20 (twenty) working days. 

 

In addition, life insurance company has to periodically report any consumer complaints and 

follow-up services and settlement of consumer complaints to the OJK. In the event that an 

agreement is not reached for the settlement of the complaint, the consumer can settle the 

dispute out of court or through the court. Out of court dispute resolution can be done in 

Lembaga Alternatif Penyelesaian Sengketa (LAPS) or OJK. 

 

B. Settlement Facilitated by OJK 

OJK can facilitate consumer complaint indicating a dispute if consumer experienced financial 

losses incurred by a life insurance company in the amount of Rp500,000,000.00 (five million 

rupiah) at most. Facility that provided by OJK is an effort to bring together consumers life 

insurance company to review the fundamental problems in order to obtain a settlement 

agreement. OJK starts the facilitation process after consumers and companies agree to be 

facilitated by OJK as outlined in the facilitation agreement which contains an agreement to 

select complaint resolution facilitated by OJK and approval to comply the facilitation rules 

set by OJK. 51 

 

The OJK facilitation process is carried out within a maximum period of 30 (thirty) working 

days since consumers and company signed a facilitation agreement. Those time period can be 

extended for the next 30 (thirty) working days based on the consumer and company 

Agreement Deed.52 

 

                                                
50  POJK 1/2013, Article 36 paragraph (1) jo. Article 33. 
51  POJK 1/2013, article 41-44. 
52  POJK 1/2013, article 44 jo. article 45 
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C. Indonesia Financial Services Alternative Dispute Resolution Center (LAPS SJK) 

 

A life insurance company is obliged to become a member of mediation institution to resolve 

disputes. Such institution is independent, impartial, and authorized by OJK. In insurance 

sector, the institution that fulfilled those conditions is Badan Mediasi dan Arbitrase Asuransi 

Indonesia. However, since December 31, 2020, BMAI is no longer operating and BMAI 

functions have merged with other institutions into LPAS SJK. The main functions of LPAS 

SJK are as follows: 

 

1) Mediation (LAPS SJK Regulation No. 01/2021) 

The dispute that can be resolved in LAPS SJK mediation is the dispute that have been an 

effort beforehand by deliberation to reach a consensus between the Parties themselves 

(Internal Dispute Resolution). Dispute resolution through mediation at LAPS SJK is 

carried out by the Parties on the basis of good faith and dignity, based on a cooperative 

and non-confrontational manner as well as setting aside dispute resolution through court. 

 

The mediation period lasts no later than 30 (thirty) days from the date of Mediator accepts 

the appointment, and can be extended upon the agreement of the Parties and the Mediator 

but not later than the first period. If after an extension of time it turns out that the 

mediation has not been completed, and if the Parties still want to continue the mediation, 

then the extension of time can only be done by approval of the Mediator and 

Administrator. 

 

In the event that the Mediation ends without reconciliation, and if the dispute is continued 

by the Parties to the SJK LAPS Arbitration, then all statements, acknowledgments, 

documents, data, facts, correspondence, records and information that appear and are 

obtained during the mediation is considered never existed and cannot be used as internal 

evidence in Arbitration. Furthermore, if the mediation is a success, the Settlement 

Agreement is final and binding on the Parties to be implemented with good faith, and no 

resistance or objection can be raised. 

 

2) Arbitration (LAPS SJK Regulation No. 01/2021) 

The dispute that can be resolved in LAPS SJK arbitration is the dispute that have been 

through an internal dispute resolution mechanism and mediation process. Dispute 

resolution through arbitration at LAPS SJK is carried out by the Parties on the basis of 
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good faith and dignity, based on a cooperative and non-confrontational manner as well as 

setting aside dispute resolution through court. 

 

The disputing parties can make an agreement in writing on a dispute that occurs or that 

will occur between them is resolved through the LAPS SJK arbitration and the agreement 

is set forth in the Arbitration Agreement. The parties that have been bound by the LAPS 

SJK Arbitration Agreement have legally agreed to terminate the case examination process 

through the District Court and or other institutions, and will carry out any decisions made 

by the Sole Arbitrator/Arbitral Tribunal based on this Regulation. 

 

The period of examination for Arbitration is 180 (one hundred and eighty) days from the 

date of the appointment of the Sole Arbitrator/the Arbitral Tribunal is formed up to 

reading of the Arbitration Decision. The Arbitration Decision is final, has permanent legal 

force, and is binding to the Parties, and thus cannot be appealed to the High Court, 

appealed to the Supreme Court or Judicial Review. In the event that the Parties do not 

implement the Arbitration Decision voluntarily, the decision shall be implemented based 

on the order of the Head of the District Court at the request of one of the Parties to the 

dispute. 

 

3) Police Report 

In Insurance sector, it is possible for a crime to be committed. In the event a crime is 

committed, generally, there will be a police report submitted. These are several possibilities 

for a crime to be committed in insurance sector: 

 

Fraudulent Claim 

Fraudulent Claim in insurance makes the contract void. According to Article 251 of 

Indonesian Commercial Code, Every incorrect or false notice, or every concealment of 

facts known by the insured party, even though made in good faith, the nature of which is 

such that the agreement concerned would not have been made, or would not have been 

made under the same conditions if the insuring party learnt the factual situation of all 

these matters, shall render the insurance concerned void.53 Fraudulent Claim in insurance 

is a basis for nullification of an agreement if the claim contains false statements, 

fraudulent, contains any hyperbolic sense or any false declarations, the policy then should 

be void. The insurer is obliged to prove whether the claim was fraudulent. 

                                                
53 Article 251 of Indonesian Commercial Code 
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Fraudulent Claim is also regulated under Article 75 of Law No 40 Year 2014 which stated 

that every person who deliberately fails to provide information or who deliberately 

provides incorrect, fake, and/or misleading information to Policy Holders, the Insured, 

or Participants as referred to in Article 31 paragraph (2) shall be subject to criminal 

sanction of imprisonment for a maximum period of 5 (five) years and criminal fine of 

maximum Rp5.000.000.000 (five billion rupiahs).54 

 

Forgery of Signature  

Forgery of Signature regarding to Insurance Policy documents regulated under Article 263 

Paragraph (1) of Indonesian Criminal Code which stated that Any person who forges or 

falsifies a writing from which a title, a contract or a release from debt may arise or which 

is intended to serve us evidence of a fact, with intent to use or to cause others to use it as 

genuine and unfalsified, shall, if from said use may result an injury, being guilty of forgery 

of writing, be punished by a maximum imprisonment of six years.55 In addition, Article 

78 of Law No 40 Year 2014 regulate regarding to Documents forgery, stated that any 

Person who forges Documents of Insurance Company, Sharia Insurance Company, 

Reinsurance Company or Sharia Reinsurance Company as stated under Article 33 of the 

law, be punished by a maximum imprisonment of six years and fined by a maximum 

Rp5.000.000.000,00 (five billion rupiah).56 

 

Embezzlement of Premium 

Embezzlement of Insurance Premium is regulated under Article 76 of Law No 40 Year 

2014 which stated that any Person who embezzled Premium or Contribution as it is stated 

under Article 28 Paragraph (5) and Article 29 Paragraph (4), be punished by a maximum 

imprisonment of five years and fined by a maximum Rp5.000.000.000,00 (five billion 

rupiah).57 

 

4) Civil Lawsuit 

In principle, there are two main disputes in civil proceedings, which might happen in 

Insurance sector. The example of civil disputes in insurance sector as follows: 

 

                                                
54  Law 40/2014, Article 75. 
55  Indonesian Penal Code, Article 263 paragraph (1). 
56  Law 40/2014, Article 78. 
57  Law 40/2014, Article 76. 
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Breach of Contract 

Breach of Contract is a condition when a party of the contract does not perform its 

obligation as agreed. Breach of contract consist of five elements such as: (i) The debtor 

does not fulfill its obligation at all, for example, the debtor does not deliver the goods as 

agreed or does not maintain the goods in a proper way; (ii) the fulfillment of debtor’s 

obligation is late; (iii) the debtor fulfills its obligation inappropriately; and (iv) prohibit the 

agreed clauses under the contract. According to Article 1243 of Indonesian Civil Code, 

which regulate regarding to Breach of Contract, stated that Compensation for costs, 

damages and interests for the breach of an obligation only becomes obligatory, if the 

debtor, after having been declared to be in default, remains in default, or in case of 

obligations where he must give or produce something, is only given after the lapse of a 

period of time.58 From that provision, It can be concluded that the debtor is considered 

to be in default (breach) if either one of the following event being mention above 

occurred.  

 

Breach of Contract in Insurance can be occurred, for instance, when the insured party 

does not fulfill its life insurance premium payment in accordance with the stipulated time 

or exceeded the grace period. Insured party will be imposed interest that the percentage 

of the interest is determined by the insurer party with bank interest as a basis if the insured 

party postponed the payment. If the grace period has been exceeded and the postponed 

policy holder’s premium remains unpaid, thereby, the insurance will be void if the policy 

does not have cash value, whereas the paid premium cannot be returned and insurance 

will be canceled if the cash value is smaller than overdue premium and interest. Therefore, 

if the insured party does not fulfill its premium payment, the insurance life agreement will 

be void by law and the policy will be lapsed. 

 

Unlawful Act 

Unlawful or wrongful act is a condition when a person who commits the act, if due to his 

mistake a loss has arisen, he is obligated to pay for the loss. There are four elements of 

tort: a) there is an unlawful act. Unlawful act refers to an act which violates either the 

written law or unwritten law such as norms and decency; b) there is a fault either caused 

by purpose or caused by negligence; c) There is an injury either material or immaterial; 

and d) there is causality between the act and the injury. The concept is regulated under 

Article 1365 of Indonesian Civil Code which stated that A party who commits an unlawful 

                                                
58  Indonesian Civil Code, Article 1243. 
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act which causes damage and/or loss to another party shall be obliged to compensate 

therefore.59 

 

Unlawful act in Insurance occurred, for instance, when the insured party does not fulfill 

the policy payment in accordance with the agreement. Insurance payment shall refer to 

the policy transparently in order to appoint any individual who is authorized to receive 

the claim. Therefore, an insurance payment that is distorted from policy provisions is 

considered as an unlawful act.60  

 

_____________________________________________________________________________ 

 

Disclaimer: 

This article is provided as information purposes only, and should not be deemed as legal advice nor 

interpreted as a client-attorney relationship. A proper legal advice should always be sought before 

exercising any legal action based on the information on this article. 

 

                                                
59  Indonesian Civil Code, Article 1365. 
60  Supreme Court Decision No. 2831 K/PDT/1996 


