Unlocking tax-tied deposits earlier

A 12-month time span has become the norm to get tax refunds from the Indonesian Tax Office (ITO). A
lengthy audit, at times with surprise results, is another feature of the tax refund process. However, certain
taxpayers can actually get a provisional refund much earlier.

For VAT, the timeline is a month and for income tax three

bypassing the cumbersome and lengthy tax audit. QST CDnd itiDn g 1
The Provisional Tax Refund (PTR) facility, as it is called in * Individual taxpayer without

law, dealt with in Minister of Finance Regulation No. any business

39/PMK.03/2018 (Reg.39) issued in early April 2018, is + Individual taxpayer with a
available for three categories of taxpayer: qualified small business and a tax
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you match with all of the requirements, you can tap the VAT) of up to IDR 1 billion

facility by just clicking the appropriate box in the tax return.

Eligibility as an HCT or a LRT is to be confirmed with a certificate to be issued by the Director General of
Taxation (DGT). A request for a certificate should be addressed to the DGT who must process it within a
maximum of 15 days for an LRT and a month for an HCT from the filing date of the relevant request.
Automatic approval will prevail if the time limit is passed without any decision from the DGT.

All taxpayers are virtually eligible as an HCT by just
HTC Qua IifiCEtiGﬂS 2 fulfilling the specified requirements (Figure 2). As regard
to LRT, the designation is devoted exclusively to
taxpayers believed to be inherently low-risk and, given
their types of business activity, tend to have VAT
overpayments. They must also fulfill certain conditions to

» Timely tax return filing

¥ On-time filing of the last three years” CITR
and the previous year's [Jan—Mov) VAT

P get the required certificate (Figure 3).
¥ Tolerable late filing of monthly tax returns:
three months but not in a row Not much new as it sounds, the PTR facility has several
*  No delinquent tax liability (Approved improvements embedded to it by Reg. 39. To begin with,
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years' financial statement attached to the CITR preserved. A single HCT certificate is applicable for the
= Noinvolvement in tax fraud in the last 5 years whole company including its branches (but this feature is
not applicable for the LRT). Certification is even not
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required at all for a taxable company with a VAT refund of no more than IDR1 billion.

The improvements extend to
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still be shortened. Only certain taxpayers (companies) satisfying requirements are eligible for HCT and/or
LRT. Forinstance, companies providing taxable services (but not taxable goods) to VAT collectors, are
denied of LRT qualification despite their continuous VAT overpayment position. These are a challenge for
the DGT if they aim to help improve taxpayers’ liquidity and, by extension, the general business climate.

However, the biggest concern is the potential 100% penalty haunting taxpayers not eligible for LRT. The
risk will materialize if the PTR granted, pursuant to tax audit, turns out to be an underpayment.

In sum, the PTR facility along with the improvements by Reg. 39, may offer you a way to improve your
current liquidity. Those not eligible for LRT, however, still need to manage the risk of 100% penalty.

Please contact your tax advisers if P9C if you find the PTR facility worth pursuing.
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PT PRECIOUSNINE

Cyber 2 Tower, 18th Floor

JI. HR Rasuna Said Blok X-5 Kav. 13,

Jakarta Indonesia

Phone: +62 21 5799 8778, +62 21 2935 2500

Your PreciousNine Contacts

Anindita hayuningtyas Dian Kusuma
anindita.hayuningtyas@preciousnine.com dian.kusuma@preciousnine.com
Inge Jahja Lili Tjitadewi
inge.jahja@preciousnine.com lili.tjitadewi@preciousnine.com

Lina Rosmiana Martias
lina.rosmiana@preciousnine.com martias@preciousnine.com

Nandha Noviana Tan
nandha@preciousnine.com noviana.tan@preciousnine.com
Nuryadi Mulyodiwarno Robertus Winarto
nuryadi.mulyodiwarno@preciousnine.com robertus.winarto@preciousnine.com

The information in this publication is intended as a general update on particular issues for our partners, staff, and
selected clients. Though every care has been taken in the preparation of this publication, no warranty is given
regarding the correctness of the information covered herein and no liability is accepted for any misstatement, error,
or omission. When a problem arises in practice, specific advice may need to be sought and reference to the
relevant regulations may be required.
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