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Indonesia adopts a self-assessment tax system, under which taxpayers are required to
independently calculate, pay, and report their tax liabilities in accordance with prevailing tax laws
and regulations. Indonesian tax residents are taxed based on worldwide income.

A foreign enterprise carrying out business through a Permanent Establishment (PE) will generally be
assume the same tax obligations as a corporate taxpayer.

Corporate Income Tax 22% on taxable profits, including capital gains
(,CIT%) (except for gains from sale of land and buildings)
Value Added Tax 0% / 1% (effective)
(,VAT) On delivery and/or utilisation of taxable goods and/or services
Domestic Overseas

Withholding Tax 20%. May be reduced or

(,WHT*) » Services and assets rental: 2% .
- Domestic - - Royalties, interest, and exempted basgd on prevailing
+ dividends (non-qualifying): 15% tax treaty, subject to
« Construction: 1.75% to 6% satisfying strict Indonesian
» Land and building rental: 10% tax treaty access conditions
Employe(fEIIr_:_c‘:‘?me Tax 0% to 35%

The rates presented in the above table represent the general applicable rates. Certain rates may apply for
specific conditions, taxpayers, or industries.
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|A. Corporate Income Tax (“CIT”) |

CIT rate at 22% (flat) generally applies to corporate residents, imposed on taxable profits (i.e.
profit before tax (PBT) based on normal accounting principles modified by tax adjustments)

Discounted CIT rate applies for:

Public companies satisfying Companies with annual turnover of not more than IDR 50
certain conditions: 19% billion: 11% (50% discount) on the proportion of taxable
(3% discount) income attributable to turnover up to IDR 4.8 billion

Small to Medium Enterprises, with annual turnover of not more than IDR 4.8 billion: Not
subject to CIT, but rather subject to final income tax at 0.5% of gross turnover

*Certain income or industries may have specific tax regimes

Specific types of foreign-source income may For after-tax income derived from a foreign
be excluded from Indonesian income tax, PE or dividends received from a non-listed
provided they are reinvested in or used to foreign subsidiary, at least 30% of the after-
support business activities in Indonesia tax profits must be reinvested in Indonesia.

within a prescribed timeframe. This includes:

If the reinvestment falls below this threshold,
the difference between the required 30%
and the actual amount reinvested will be
subject to tax.

* Income derived by an Indonesian
taxpayer from a foreign PE

» Dividends from overseas companies

* Active business income earned
abroad by an Indonesian taxpayer
that does not arise from a foreign PE
or subsidiary

Filing deadline falls on the 4th (fourth)
month following the bookkeeping year-
end, and settlement must be made prior
to the returnfiling

Where CIT returns are submitted in an overpayment position with a restitution (refund) request,
a tax audit will automatically be triggered, which will generally take up to six (6) months of
completion. From a technical standpoint, the tax refunds must be released by the ITO within
one (1) month after the finalization of tax audit, supported with the issuance of the Tax
Assessment Letters ("SKP") showing an overpayment position.

However, in recent practices, we anticipate that there will be a delay in refund restitutions. To
manage this matter, companies are recommended to conduct a periodic monitoring of its CIT
status, and to seek available tax facilities (i.e. Tax Exemption Letter, Tax Instalment Waiver,
etc.) in anticipation of being in a tax overpayment position at year-end
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An effective 11% VAT rate applies for local delivery of taxable goods and/or services, and

inbound use or utilisation of foreign intangible goods and/or services (through self-assessed
mechanism).

Zero-rated (0%) VAT applies for exports of goods and certain services, i.e. toll manufacturing,
repair and maintenance, freight forwarding services on export-oriented goods, construction
consultation services related to offshore immovable assets, and other services where the
output is utilized outside of Indonesia.

VAT filing is done monthly, with payment and filing being due no later than the last day of the month
following the taxable delivery

Where VAT returns show an overpayment position, taxpayer may:

» Carry forward the overpayment balances to the following VAT periods, or

* Request for a VAT refund, automatically triggering a tax audit for CIT. Similar considerations
on regular monitoring apply to anticipate the possibility of a tax audit being conducted

Indonesian WHT is a pay-as-you-earn tax where the payer withholds tax on certain payments, in
which the rate differs based on the nature of the payment

Common WHT rates:

Art. 22 Imports and certain trading activities 0.1% - 2.5%

Art. 23 Services, dividends, interest, royalties,

o . o o
rent (except land/building) 2% (services) or 15% (passive income)

20%, may be reduced/exempted based

e on prevailing tax treaty, subject to
Art. 26 Payments to non-residents satisfying strict Indonesian tax treaty
access conditions
Construction: 1.75% to 6%
Art. 4(2) Construction, land/building rental

Land and building rental: 10%

WHT filing is done monthly. WHT payable must be paid by the 15th of the following month, and
the return must be reported by the 20th of the following month
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EIT is imposed on employment-related income received by individuals for work or services
performed in Indonesia, which is withheld by the employer

Among others, EIT applies to:

Benefits in kind and fringe
benefits (subject to
prevailing rules)

Honoraria, overtime pay, and

Salaries, wages, allowances,
severance payments

and bonuses

For resident individuals, EIT is withheld using a two-stage approach:

EIT is calculated using the Effective Average EIT is recalculated using the progressive
Rate (Tarif Efektif Rata rata / TER), applied income tax rates based on annual taxable
directly to gross monthly income. No annual income, after considering allowable
deduction is taken into account at this stage deductions and personal relief (PTKP). Any

under/over-withholding during the year is
settled in December

Separately, payments to non-resident individuals are generally subject to a 20% tax on gross
income, unless a reduced rate applies under an applicable tax treaty. Employers are required to
withhold, pay, and report PPh 21 periodically and issue withholding tax slips (Bukti Potong) to

employees
EIT filing is done monthly, with payment and tax return submission deadline is similar to WHT
Hanny Fanjaya

Certified Tax Advisor (ID)
Senior Manager Tax Advisory

We hope you find this update useful. If
you have any questions or need
assistance to ensure compliance with
these latest developments, please feel

free to contact us: RODL Tax consulting

hanny.fanjaya®@roedl-indonesia.com

This guide has been prepared for informational purposes with professional diligence. RODL makes no warranty, express or implied, as to the accuracy or
completeness of its contents, assumes no liability for any actions taken in reliance thereon, and recommends that users seek independent p ofessional

advice before making any business or investment decisions.
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