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Indonesia Tax Info 
New Regulation on Permanent Establishments in 

Indonesia 

The Minister of Finance has issued Regulation Number 
35/PMK.03/2019 (“PMK-35”) in response to the 

development of cross-border business model that involves Foreign Tax Subject, and aims to provide legal 
certainty for Foreign Tax Subject who conducts business or activities through a Permanent Establishment 
(“PE”) in Indonesia. PMK-35 comes into effect starting from 1 April 2019. 

PMK-35 provides explanation and interpretation on PE determination for Foreign Tax Subject as stipulated in 
the Income Tax Law.  Whereas in the implementation of Double Tax Avoidance (“DTA”) Agreement, the PE 

determination still follows the criteria and treatment according to the applicable DTA. 

PMK-35 now stipulates the following matters more clearly: 

1. The main criteria of PE establishment is the existence of a permanent business place in Indonesia used 
by Foreign Individual or Entity to run its business or activity. Business place is defined as all kind of 
place, space, facility, or installation, including machine or equipment used by Foreign Individual or 
Entity, regardless whether it is rented or owned or whether the Foreign Individual or Entity has legal 
rights to the place in order to run its business or activity in Indonesia pursuant to the coverage of PE 
stipulated in Article 2(5) of Income Tax Law. The exemption for business place shall only cover the 

business place used for electronic data storage/processing in Indonesia and if Foreign Individual or Entity 
only have limited access to run the business place. 
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2. For the implementation of DTA, the business that only constitutes preparatory or auxiliary activity shall 
be excluded from the definition of PE.  However, PMK-35 clarifies that PE shall exist if the preparatory or 
auxiliary activities are provided to other parties.  

 
3. PMK-35 provides details on construction project, which includes construction, installation, and assembly 

project in Indonesia that is performed outside Indonesia or subcontracted to local or foreign 
subcontractor. PMK-35 clarifies the calculation of time test and the applicability of DTA.  

 
4. PMK-35 provides clarification on the criteria of a Service PE to include provision of services by employee 

or other personnel employed by Foreign Individual or Entity for 60 days in any 12-month period and 
expands it to subcontractor of the Foreign Individual or Entity and the performance of the service in 
Indonesia and the delivery of the service to parties in Indonesia or to overseas.  

 
5. PMK-35 clarifies that a dependent agent receiving instruction for the interests of Foreign Individual or 

Entity in running its business or activities or not bearing its own risks of business or activity constitutes 

PE. If the dependent agent only conducts preparatory or auxiliary activities, it does not constitute PE. 
Foreign Individual or Entity that carries out business or activities in Indonesia using agent, broker, or 
intermediary with independent status shall not constitute PE so long as the agent, broker, or 
intermediary in fact acts fully in the ordinary course of their business. PMK-35 acknowledged the 
applicability of DTA on time test where it applies. 

 
6. Agent or employee of insurance (excluding reinsurance) company not established or domiciled in 

Indonesia shall constitute PE if they receive insurance premium or bear risks in Indonesia, where the 
insured are resided, domiciled, or located in Indonesia.  

 
7. A PE shall register with the Tax Office no later than one month after the start of business or activity in 

Indonesia to obtain Tax Identification Number (NPWP).  If the PE does not register, the Director General 
of Taxation (“DGT”) may issue the NPWP ex officio to the PE. Moreover, PE shall be required to register 

the business to be confirmed as Taxable Entrepreneur no later than the end of subsequent month after 
the gross turnover and/or income exceeds the threshold for a small-scale entrepreneur, i.e. IDR 4.8 
billion per year.  

 
8. The PE’s NPWP shall be revoked in the event that the PE ceases its business activities in Indonesia.  

While its Taxable Entrepreneur status shall also be revoked when the Foreign Entrepreneur no longer 
meets the requirements to serve as Taxable Entrepreneur.  

Waiver of Administrative Sanction for Late Submission of 2018 Annual Income Tax Returns for 

Certain Individual Taxpayers 

The DGT has issued Regulation Number KEP-95/PJ/2019 (“KEP-95”) to waive the administrative sanction of 

IDR 100,000 for late submission of Annual Income Tax Return for certain individual taxpayers who submits 
his/her Annual Income Tax Return for Fiscal Year 2018 on 1 April 2019. These individual taxpayers are those 
who conduct bookkeeping or recording, and individuals who are subject to final tax, including those with small-
scale businesses.      

However, in the event there are still tax payable, it must be paid no later than 31 March 2019. 

KEP-95 comes into effect starting from 29 March 2019. 



 

 

 

 

Contact Persons 
 

Questions concerning any of the subjects or issues contained in this newsletter 

should be directed to your usual contact in our firm, or any of the following Tax 

Partners: 

 

Melisa Himawan 

Tax Managing Partner 
Business Tax and Corporate License mehimawan@deloitte.com 

Balim Transfer Pricing bbalim@deloitte.com 

Cindy Sukiman  Business Tax csukiman@deloitte.com 

Dionisius Damijanto Business Tax ddamijanto@deloitte.com 

Heru Supriyanto Business Tax hsupriyanto@deloitte.com 

Irene Atmawijaya 
Global Employer Services and  

Business Process Solutions 
iatmawijaya@deloitte.com 

John Lauwrenz Business Tax jlauwrenz@deloitte.com 

Roy David Kiantiong  Transfer Pricing rkiantiong@deloitte.com 

Roy Sidharta Tedja 
Business Tax, Indirect Tax and 

Business Process Solutions 
roytedja@deloitte.com 

Turmanto 
Business Tax and  

Global Trade Advisory (Customs) 
tturmanto@deloitte.com 

Yan Hardyana Business Tax yhardyana@deloitte.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Deloitte Touche Solutions 

The Plaza Office Tower, 32nd Floor 

Jl. M.H. Thamrin Kav 28-30 

Jakarta 10350, Indonesia 

Tel: +62 21 5081 8000 

Fax: +62 21 2992 8303  

Email: iddttl@deloitte.com 

www.deloitte.com/id 
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Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its 

global network of member firms, and their related entities. DTTL (also referred to 

as “Deloitte Global”) and each of its member firms and their affiliated entities are 

legally separate and independent entities. DTTL does not provide services to 

clients. Please see www.deloitte.com/about to learn more.  

Deloitte is a leading global provider of audit and assurance, consulting, financial 

advisory, risk advisory, tax and related services. Our network of member firms in 

more than 150 countries and territories serves four out of five Fortune Global 500® 

companies. Learn how Deloitte’s approximately 286,000 people make an impact 

that matters at www.deloitte.com. 

Deloitte Asia Pacific Limited is a company limited by guarantee and a member firm 

of DTTL. Members of Deloitte Asia Pacific Limited and their related entities provide 
services in Australia, Brunei Darussalam, Cambodia, East Timor, Federated States 
of Micronesia, Guam, Indonesia, Japan, Laos, Malaysia, Mongolia, Myanmar, New 
Zealand, Palau, Papua New Guinea, Singapore, Thailand, The Marshall Islands, The 
Northern Mariana Islands, The People’s Republic of China (incl. Hong Kong SAR and 
Macau SAR), The Philippines and Vietnam. In each of these, operations are 
conducted by separate and independent legal entities. 
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This publication contains general information only, and none of Deloitte Touche 

Tohmatsu Limited, its member firms, or their related entities (collectively, the “Deloitte 
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Before making any decision or taking any action that may affect your finances or your 

business, you should consult a qualified professional adviser. No entity in the Deloitte 
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on this publication. 

 
© 2019 Deloitte Touche Solutions 

http://www.deloitte.com/about
http://www.deloitte.com/

