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Tax and Customs

Alternative Methods to Calculate Gross
Turnover in the Tax Audit

The Minister of Finance (“MoF”) has issued new guidelines for the calculation of gross turnover during a tax audit,
under MoF Regulation No. 15/PMK.03/2018 (“Reg 15/2018”), dated 13 February 2018, concerning Alternative
Methods to Calculate Gross Turnover. This is an implementing regulation to Article 14 paragraph (5) of Law No.
7 of 1983, as last amended by Law No. 36 of 2008 regarding Income Tax.

Article 14 paragraph (5) of the Income Tax Law and its elucidation provides that when a taxpayer’s real gross
income and net income cannot be accurately calculated, because that taxpayer has failed to meet their legal
obligations! to keep these records (“pencatatan”) or accounting books (“pembukuan”), or failed to present them
to an auditor with sufficient supporting evidence, auditors will calculate their net income (“penghasilan neto”)
using the Deemed Profit Norm, and the Gross Turnover (“peredaran bruto”) on other bases to be set out under
forthcoming Ministry of Finance Regulations.

Reg 15/2018 introduces various other methods to calculate the taxpayer’'s gross turnover during a tax audit which
covers:

1) Cash and non-cash transactions:
The tax auditor will calculate the gross turnover under this method based on the available data and/or
information of cash and non-cash transaction within a tax year.

2) Sources and uses of funds:
The gross turnover is calculated based on available data and/or information in a tax year related to the
sources and/or uses of funds.

3) Units and/or volume:
The gross turnover is calculated based on available data and/or information related to the total units
and/or volume of business produced in a tax year.

4) Cost of living calculation:
This method is only applicable for individual taxpayer to calculate his own (and his dependents) cost of
living and expenditure to add wealth within a tax year.

5) Additional net worth:
By this method the tax auditor will compare the beginning and the ending balance of the taxpayer’s net
worth in a tax year.

6) Based on the previous year tax return or the results of the previous year audit:
The tax auditor will use data and information based on the previous year tax return or the result of the
previous year audit.

7) Projection of economic value, and/or:

The calculation of gross turnover will be based on the projection of economic value of business activities
at a certain time in a tax year.
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8) Ratio calculation:
This method is used based on a percentage or comparable ratio.

Reg 15/2018 does not provide detailed guidelines on how to implement these methods, stating only that the
Director General of Taxation will issue technical regulations to provide guidance on how these methods are to be
used in due course.

Before the issuance of Reg 15/2018, in practice, Indonesian auditors typically used similar, indirect methods of
calculating Gross Turnover if regular auditing practices could not calculate these figures due to lack of sufficient
records/accounting books. Reg 15/2018 establishes a legal basis for the use of Deemed Profit Norm and the
other calculation methods listed above.

We will provide further updates on details with respect to implementation as soon as the Director General of
Taxes issues the technical regulations.

1 The Income Tax Law (Article 14(5)) provides:
(). a taxpayer who calculates net income using the Deemed Profit Norm (“Norma Penghasilan Neto”)
must keep records — pencataan - as referred to in the provisions of the Law on General Rules and

Procedures of Taxation, and

(ii).  ataxpayer who fails to inform the Director General of Taxes in choosing Deemed Profit Norm is
deemed to have chosen to keep books of account - pembukuan.
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Our Regional Contacts

RAJAH & TANN | Singapor

Rajah & Tann Singapore LLP
T +65 6535 3600

F +65 6225 9630
sg.rajahtannasia.com

R&T SOK&HENG | Cambodia

R&T Sok & Heng Law Office
T +85523963112/113

F +855 23963 116
kh.rajahtannasia.com

RAJAH & TANN 375 ki
SHANGHAI REPRESENTATIVE OFFICE | China

Rajah & Tann Singapore LLP
Shanghai Representative Office
T +86 21 6120 8818

F +86 21 6120 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

T +62 31 5116 4550
F +62 315116 4560
www.ahp.co.id

RAJAH & TANN | Lao PDR

Rajah & Tann (Laos) Sole Co., Ltd.
T +856 21 454 239

F +856 21 285 261
la.rajahtannasia.com

CHRISTOPHER & LEE ONG | Malaysia

Christopher & Lee Ong

T +60 32273 1919

F +60 3 2273 8310
www.christopherleeong.com

RAJAH & TANN NK LEGAL | Mvyanm

Rajah & Tann NK Legal Myanmar Company Limited
T +959 7304 0763 / +95 1 9345 343 / +95 1 9345 346
F +95 19345 348

mm.rajahtannasia.com

GATMAYTAN YAP PATACSIL
GUTIERREZ & PROTACIO (C&G LAW) | Philippis

Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)

T +632 894 0377 to 79/ +632 894 4931 to 32/ +632 552 1977
F +632 552 1978

www.cagatlaw.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 | VVietnam

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 constituted and regulated in accordance with local legal requirements and where regulations require, are
independently owned and managed. Services are provided independently by each Member firm pursuant to the applicable terms

of engagement between the Member firm and the client.
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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 government institutions.

Assegaf Hamzah & Partners is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR,
Malaysia, Myanmar, Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on 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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