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Tax and Customs

Indonesia Introduces A New Tax Facility to
Support the ‘Making Indonesia 4.0’ Road Map

Background

Last year, President Joko Widodo launched the ‘Making Indonesia 4.0’ Road Map, which was an
integrated roadmap designed by the Ministry of Industry to implement a number of strategies that
provide a direction for the movement of Indonesia’s national industry in the future.

The roadmap requires a collaborative follow-up actions by multiple stakeholders, including government
institutions, industry players, research and development centres, associations, as well as academic
stakeholders.

The implementation of the road map is aimed to ensure that Indonesia is able to be one of the top-10
global economies by 2030, regain a 10% net export position, enhance the productivity-to-cost ration by
two times, and build local innovation by allocating 2% of the research and development (“R&D”)
spending to its GDP.

To reach the above objectives, the Indonesian government has set the 10 National Priorities consisting
of:

D reforming material flows;

(2) redesigning industrial zones;

3) accommodating sustainability standard;

4) empowering small and medium-sized enterprises (SMES);
(5) building nationwide digital infrastructure;

(6) attracting foreign direct investments;

(7 improving human capital quality;

(8) establishing an innovation ecosystem;

(9) providing facilities for technology investments; and

(10) harmonization of policy and regulations through cross-ministry collaborations.
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New Tax Facility

As part of the abovementioned 10 National Priorities, the Indonesian government recently issued
Government Regulation No. 45 of 2019 on Amendment to Government Regulation No. 94 of 2010 on
Calculation and Settlement of Income Tax in the Current Year (“New Regulation”), which introduces
new tax facilities that are commonly known as ‘super deductible tax’.

The New Regulation provides for three types of tax facility, namely:

1)
2
3

tax facility for a labour-intensive industry;
tax facility for activities that foster and develop the competency of human resources; and

tax facility for certain R&D activities in Indonesia.

An overview of each tax facility is provided below.

1)

)

Labour-intensive industry

First, a resident corporate taxpayer making a new investment or expanding its business in a
business line that is:

€)) in a labour-intensive industry; and

(b) not entitled for any tax facility under Article 31A of the Indonesian Income Tax Law or
any tax facility under the Indonesian Investment Law,

may receive an income tax facility in the form of 60% net income reduction from the total
investment of tangible fixed assets, including lands used for the taxpayer's main business
activities, which will be charged for a certain period.

Activities that foster and develop the competency of human resources

Second, a resident corporate taxpayer that conducts job training, apprenticeship, and/or
learning activities in the framework of fostering and developing certain competence to human
resources may receive up to 200% tax deductible facility from the total cost incurred for such
job training, apprenticeship, and/or learning activities.

Under the New Regulation, competency-based activities are defined as activities that improve
the labour quality through strategic job practice, apprenticeship and/or learning programs, which
are designed to achieve effectiveness and efficiency of labour and are conducted as part of an
investment in the human resources sector by the taxpayer.
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3) Certain R&D activities in Indonesia

Third, a resident corporate taxpayer that conducts certain R&D activities in Indonesia may
receive up to 300% tax deductible facility from the total cost incurred for such R&D activities in
Indonesia, which would be charged for a certain period.

These R&D activities are defined as activities that results in inventions, innovations, mastery in
new technologies and/or transfer of technology that enhance the competitiveness of Indonesia’s
national industry.

Conclusion

The New Regulation became effective on 26 June 2019. However, in order to be operative, the New

Regulation requires the issuance of a Minister of Finance regulation, which is expected to be issued

immediately.

Although the implementation of the New Regulation is still unclear, so far, these tax facilities have
received a positive response from industry players.
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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 23963116
kh.rajahtannasia.com
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Surabaya Office

T +62 31 5116 4550
F +62 315116 4560
www.ahp.id
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Rajah & Tann (Laos) Co., Ltd.
T +856 21 454 239

F +856 21 285 261
la.rajahtannasia.com
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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 +951 9345 348
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GATMAYTAN YAP PATACSIL
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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 | Vietnam

Rajah & Tann LCT Lawyers

Ho Chi Minh City Office
T +84 28 3821 2382 / +84 28 3821 2673
F +84 28 3520 8206
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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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Assegaf Hamzah & Partners
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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, the 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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