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Implementing Regulation on Income Realized additional investment value
- . . X 100%
TaX FaCI l Ity App“catlon Additional investment value + the balance
of book value of fixed assets before
The Ministry of Finance (“MoF”) issued realization of additional investment

Regulation No. 144/PMK.011/2012 (“PMK-
144”) to further stipulate a more detailed
guideline for granting income tax facility for
investors in certain industries and/ or certain
provinces as previously stipulated in the
Government Regulation No. 1 Year 2007 (“PP-
1”) as amended last by Government
Regulation No. 52 Year 2011 (“PP-52"; please
refer to our tax info March 2012 edition).

2. Once approved, the income tax facilities
can only be exercised after at least 80% of
the investment plans is realized and
approved by the Director General of
Taxation (“DGT”). Under the precending
regulation MoF Regulation No.
16/PMK.03/2007 (“PMK 16”), the DGT’s
approval is not required and the “net
income reduction facility” can only be
exercised after commercial production.
PMK-144 also specifically stipulates the
starting fiscal year/ month depending on

1. Income tax facilities i.e., lower income tax the type of facilities as follows:
on dividend and extension of loss carry
forward period that can be granted to
investors who applies for facilities on the , . .

. ) . L b. Reduced withholding tax in the Fiscal Year when the 80%
basis of expansion to their existing _ o of the investment plans are
rate applied on dividend
investments is now limited to a certain realized and approved by DGT
. . . Extended iod for |
percentage. In this case, the maximum ¢ mendedperiodiorioss
percentage of dividend and loss carry P e Fiecal Noni et
forward that qualifies for income tax - Receleraled Cepreciation | 096 of the investment plans are

R and amortization _
facilities shall be calculated as follows: realized and approved by DGT

The additional clarification/ changes are as
follow:

Income tax facilities | Time of exercise

a. Net Income reduction

carry-forwards
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3. Additional administrative requirements for
taxpayers who have obtained income tax
facility approvals:

a. To report on periodic basis (every
semester/ six months) their financial
report detailing, among others, the
amount of production realization, fixed
assets, transfer of fixed assets, at the
latest ten working days after the end
of the semester for six consecutive
years after the DGT approves the
realization of at least 80% of their
investment plans.

b. To maintain separate bookkeeping for
Fixed Assets that are subject to the
facilities and those that are not subject
to the facilities.

4. The Investment Coordinating Board’s
(“BKPM”) recommendation for approval
that need to be submitted to MoF through
the DGT must also be attached with:

a. Investment permit issued by BKPM or
other authorized agencies; and

b. The details of type and amount of the
investment,

in addition to copy of Taxpayer ID Number
(NPWP) and copy of taxpayer’s request
letter to the Head of BKPM as regulated
under the preceding regulation.

5. The transition rule with regard to the
timeline for submitting income tax facility
application due to the issuance of PMK-
144 are regulated as follows:

a. Applicants whose investment permits
are issued after PMK-144 is issued,
shall submit their applications within
one year after the investment permits
are granted by BKPM,;

b. Applicants whose investment permits
were granted after PP-52 was issued
but before PMK-144 is issued, shall
submit their application within one
year after PMK-144 is issued;

c. Applicants whose investment permits
were published before the issuance of
PP-52 (subject to the following
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conditions: investment plan of at least
IDR 1,000,000,000,000 and applicants
were not commercially operating when
PP-52 becomes effective) shall submit
their applications within one year after
PMK-144 is issued.

PMK-144 revokes the PMK-16 Regulation No.
16/PMK.03/2007 which serves as
implementing regulation of PP-1, and PMK-
144 is effective as of the date of its issuance, 3
September 2012. However for those
companies who had already applied for the tax
facilities approval or already obtained the
approval are to follow PMK-16.

Update on Tax Facility on Issuance
of Government Bonds

The MoF has recently issued Regulation No.
147/PMK.011/2012 (“PMK-147") regarding tax
facilities in the form of income tax borne by the
Government on Government Bonds, i.e., State
Debentures (SUN) and Sharia Government
securities which are issued in international
market. Income tax borne by Government will
cover:

a. income in the form of interest or fee
(including discount and premium) derived
from Government securities issued in the
international markets; and

b. income received by third parties from
payment of fees and remuneration related
to services rendered to the Government
for the issuance of Government's
securities in the international markets.
Third parties are typically seller’'s agents,
international legal counsels, foreign stock
exchange, fiscal agents, paying agents
and rating agencies, and shall exclude
services performed by local legal
counsels.

This MoF regulation is effective from 1
January to 31 December 2012. Previously,
similar facility was given under MoF
Regulation No. 155/PMK.011/2011 which was
effective from 1 January to 31 December
2011 (please refer to our tax info November
2011 edition).



Update on State-Owned Enterprises
Obligation as VAT and LGST
Collector

MoF Regulation No. 85/PMK.03/2012
regarding the appointment of State-Owned
Enterprises (“SOE”) as one of the Value
Added Tax (“VAT”) and Luxury Goods Sales
Tax (“LGST”) Collectors issued on 6 June
2012 (please refer to our July 2012 Tax Info)
was recently amended by MoF through the
issuance of MoF Regulation No.
136/PMK.03/2012 (“PMK-136").

The amendment is to add another requirement
with regard to SOE’s obligation to report
monthly VAT returns, whereby the returns
must now be attached with a nominative list
containing the details of VAT invoices issued
by their vendors and the related Tax Payment
Slips. The standard format of the nominative
list is provided in this regulation.

PMK-136 is effective as of 16 August 2012.

Extended Deadline for Re-
registration of VAT Registered
Entrepreneur

The DGT has extended the VAT Registered
Entrepreneurs (“PKP’) re-registration period
until 31 December 2012. Based on the report
submitted by the Tax Offices there are still a
significant number of outstanding PKP to be
re-registered.

In February 2012, the DGT issued Regulation
No. 05/PJ/2012 (“PER-05") in order to improve
tax authority’s control and supervision on the
tax compliance fulfilment of PKP. PER-05
requires all PKP to re-register starting from
February 2012 up to 31 August 2012 (please
refer to May 2012 Tax Info edition). This
extension is stipulated in DGT Regulation No.
20/PJ/2012 and circular No. 44/PJ/2012 which
comes into effect on 11 September 2012.
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Update on Transfer Procedure of
Taxpayers among Certain Tax
Offices

The DGT has issued PER-18/PJ/2012 (“PER-
18”) to amend PER-06/PJ/2012 (“PER-06")
regarding transfer procedures of taxpayers/
VAT registered Entrepreneur (“PKP”) from/
and to several tax offices. This is to ensure
that taxpayers are registered accordingly to its
category. The tax offices affected are Large
Tax Office (LTO), Jakarta Special Regional
Office (KANWIL Jakarta Khusus), and Madya
Tax Office.

Among others, the important changes are as

follows:

e To provide more certainty, DGT stipulates
that taxpayer who are just transferred to
the new tax office is allowed to use their
“old” tax returns which Tax ID Number
(NPWP) still contain the previous tax office
code, for a maximum of two_tax periods
from the new registration date, rather than
two months as previously stipulated in
PER-06. The “old” tax office code is to be
crossed on the form and the new tax office
code added on top of it, so that the old tax
office code is still shown.

e PKP is still allowed to issue their old VAT
invoices containing the old serial numbers
for a maximum of three tax periods rather
than three months as previously stipulated
in PER-06, calculated from the new
registration date. The new tax office code
should be added on top or below the old
tax office code in the NPWP column, but
no crossing is allowed, to ensure the
validity of the tax invoice.

e Old VAT invoices containing old NPWP
issued by PKP seller or received by PKP
buyer is still considered valid as long as
they are issued within three months from
the new registration date and in line with
the VAT Law. The PKP buyer can use
such VAT invoices as their VAT credit as
long as they meet the requirement as
creditable VAT Input.

PER-18 is effective on the date of its issuance,
24 August 2012.



Custom Focus

Update on API Regulation

The Ministry of Trade (“MoT”) issued a regulation
No.59/M-DAG/PER/9/2012 (“MoT-59”) on 21
September 2012, to update the preceding MoT
regulation No.27/M-DAG/PER/5/2012 (“MoT-27")
regarding Importer’s Identification Number (“API”).

The MoT-59 was issued as one of the Government’s
efforts to respond to the feedback from the
concerned business stakeholders after MoT-27 was
issued on 1 May 2012.

The main revisions are as follows:

1. General importer (API-U holder) is now allowed
to import group of products/goods under more
than one section headings (of type of goods) in
the Indonesian Customs Tariff Book (“BTKI”),
provided that one of the following conditions is
met:

e the goods is imported from an overseas
company that has special relationship with the
API-U holder; or

the API-U holder is an entity of which all or
some of its capital is owned by the
Government.

Previously under MoT-27, an API-U holder was
only allowed to import goods that are listed under
one section of goods in the BTKI. This creates
great difficulties for the general trading company
that generally needs to import goods under more
than one section.

The MoT-59 simplifies the criteria of
complementary goods that can be imported by
producer importer (API-P holder). Now the
criteria are as follows:
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The type of certain industrial goods being
imported must be relevant to the activities as
described in the API-P holder’s business
license (or other similar licenses issued by the
Investment Coordinating Board - BKPM); and

The goods are produced by an overseas
company that has special relationship with the
API-P holder.

The third criteria under MoT-27 required that
such complementary goods can only be imported
if the API-P holder has not yet been able to
produce them. Under MoT-59, this criteria is
removed.

MoT-59 provides more clarity in defining “special
relationship” between API holder and the
overseas supplier. A “special relationship” can
be identified in the following documentations or
when one of the following conditions is met:

e A contractual agreement to share control over
a business economic activity;
Relationship through a share ownership;
As justified in the Article of Association;

As justified in the Agent or Distributor
agreement; or
e As justified in the Loan or Supplier agreement.

Previously under MoT-27, to establish whether
such relationship exists, one must follow the
definition of special relationship that is provided
under the accounting standard.

MoT-59 is effective from 21 September 2012.
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