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Updated Guidelines on Implementation of Double Taxation Taxation Agreements
Agreements 2. Procedure for Spontaneous

Exchange of Information in the
The Directorate General of Taxation ("DGT") has issued Regulation Context of Implementation of
number PER-25/P1/2018 (“PER-25") which revokes PER-10/P]/2017 International Treaties

("PER-10") concerning Procedures for Application of Double
Taxation Agreements.

The key changes as provided in PER-25 are summarized as follows:

e The template of the DGT Form has changed. Previously, there were two DGT Forms, one for Banking
Institution and Pension Fund non-resident Taxpayers (Form DGT-2), and one for other non-resident
taxpayers (Form DGT-1). Now there is only one form, whereby the Banking Institution and Pension
Fund non-resident Taxpayers are only required to fill in the first page.

¢ The Indonesian Tax Withholder and/or Collector that has transactions with a non-resident taxpayer
shall submit the information in the new DGT Form through the DGT electronic gateway only one time
for the period stated in the DGT Form. The Indonesian Tax Withholder and/or Collector will then receive
an electronic tax acknowledgement receipt.
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e The effective period specified in the DGT Form shall be a maximum of 12 (twelve) months as stipulated
in PER-25, which remains the same with PER-10. However, the new DGT Form now accommodates
crossing of calendar years (e.g., February 2019 to January 2020). However, the tax authority of the
tax treaty partner will have discretion in determining such period.

e In addition, if a non-resident taxpayer receives income for which the article in the relevant Tax Treaty
stipulates a beneficial owner requirement, the following conditions must also be satisfied:
A. For an individual non-resident taxpayer, does not act as an Agent or Nominee; or
B. For a corporate non-resident taxpayer, shall fulfil these requirements:
Does not act as an Agent or Nominee, or Conduit.
Has control to use or enjoy funds, assets or rights that generate income from Indonesia;
Not more than 50% of its corporate income is used to fulfil obligations to other parties;
Bears risks of its assets, capital, and/or liabilities; and
Does not have an obligation to provide part or all of the income sourced from Indonesia to
another party.
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e PER-25 has added a condition related to point 3 above: Corporate Income means all the non-resident
taxpayer’s income from any sources, according to the non-resident taxpayer’s non-consolidated
financial statement. Not included as the obligation to other entities in point 3 are (i) remuneration for
employees in the form of an employment relationship; (ii) expenditures to other parties of other
expense which is commonly incurred by the non-resident taxpayer to perform its business. However,
PER-25 has removed the sharing of profit in the form of dividend to shareholder as an exception from
obligation to other entities in point 3.

e PER-25 provides clarification in relation to request for refund of the excess withholding tax in the event
of (i) incorrect application of tax treaty, (ii) late completion of administrative requirement, or (iii)
Mutual agreement. The refund request procedure is regulated under Minister of Finance Regulation
number 187/PMK.03/2015.

In relation to the misuse of Tax Treaty, in the event that there is a difference between the legal form of a
transaction structure/scheme and its economic substance, the tax treatment will be applied based on the
‘substance over form’ principle.

PER-25 is effective from 01 January 2019. A DGT Form or COD that has been validated based on the previous
regulation PER-10/PJ/2017 and whose validity has not yet expired can still be used until 31 December 2018.

Procedure for Spontaneous Exchange of Information in the Context of Implementation of
International Treaties

The DGT has issued Regulation number PER-24/P]/2018 (“"PER-24"). PER-24 is to implement Article 13 of
Minister of Finance Regulation number 39/PMK.03/2017 concerning procedures for the exchange of information
in the context of implementation of international treaties.

Spontaneous Exchange of Information includes exchange of information from and/or to a Treaty Partner
Country or Treaty Partner Jurisdiction, for the following types of taxes:
a. Income Tax for the exchange of information based on a Tax Treaty;
b. Income Tax and Value Added Tax for the exchange of information based on an agreement to exchange
information for taxation purposes;
c. Income Tax, Value Added Tax, Sales Tax on Luxury Goods, and Land and Building Tax (especially for
Plantation, Forestry, and Mining) for the exchange of information based on an International Convention.

The proposed information to be exchanged must fulfil the following criteria:
Significant potential tax loss;

Underreported payment;

Tax deduction or tax exemption;

Uncommon business activity;

Tax deduction due to non-actual transfer of profits.
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The proposed exchange of information with the Treaty Partner Country or Treaty Partner Jurisdiction shall be
conducted by the Directorate of International Taxation based on a suggestion of a Head of Division in the DGT
which is provided in writing and contains the following information:

a.

b.

-

PER-24

Name and Tax Identification Number of the taxpayer from the Treaty Partner Country or Treaty Partner
Jurisdiction;

Identification of the Indonesian Taxpayer, which consists of nhame, Tax Identification Number, and
address of the Indonesian Taxpayer;

Tax Period;

Information on relationship between the Indonesian Taxpayer and the Taxpayer in the Treaty Partner
Country or Treaty Partner Jurisdiction;

Detailed information related to the tax information and the benefit of the tax information;

Source of the information.

is effective from the signing date, i.e. 31 October 2018.
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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

Balim

Cindy Sukiman
Dionisius Damijanto
Heru Supriyanto
Irene Atmawijaya
John Lauwrenz

Roy David Kiantiong
Roy Sidharta Tedja
Turmanto

Yan Hardyana
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Transfer Pricing
Business Tax
Business Tax

Business Tax

Global Employer Services and

Business Process Solutions

Business Tax

Transfer Pricing

Business Tax, Indirect Tax and

Business Process Solutions
Business Tax and

Global Trade Advisory (Customs)

Business Tax

Deloitte Touche Solutions
The Plaza Office Tower, 32" Floor

JI. 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

mehimawan@deloitte.com

bbalim@deloitte.com
csukiman@deloitte.com
ddamijanto@deloitte.com
hsupriyanto@deloitte.com
iatmawijaya@deloitte.com
jlauwrenz@deloitte.com
rkiantiong@deloitte.com
roytedja@deloitte.com
tturmanto@deloitte.com

yhardyana@deloitte.com
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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 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 264,000 people make an impact
that matters at www.deloitte.com.

About Deloitte Southeast Asia

Deloitte Southeast Asia Ltd — a member firm of Deloitte Touche Tohmatsu Limited
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PDR, Malaysia, Myanmar, Philippines, Singapore, Thailand and Vietham - was
established to deliver measurable value to the particular demands of increasingly
intra-regional and fast growing companies and enterprises.

Comprising approximately 340 partners and 8,800 professionals in 25 office
locations, the affiliates of Deloitte Southeast Asia Ltd combine their technical
expertise and deep industry knowledge to deliver consistent high quality services to
companies in the region.

All services are provided through the individual country practices and their affiliates
which are separate and independent legal entities.
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