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Tax Structure compared to the Regional Averages (2021)

Individual income
tax contributes only
9% of overall

Indonesia

Asia-Pacific (29)

Government
Revenue
Africa (31)"

. LAC
There is a large gap
between individual -~
(9%) and corporate
Taxes (20%) 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Personal income tax m Corporate income tax
. | ' ' ibuti | '

Wearereyingons  Liweemmenums S s on s s
VAT tax that is
easier to collect * Data for 2020 are used for the Africa (31) average and OECD average as 2021 data are not available

Source: Revenue Statistic in Asia and The Pacific, OECD 2023
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Indonesia’s Tax Amnesty 2016/2017

Tax Amnesty Law

Taxpayers disclose their assets acquired in
exchange for relieving unfulfilled tax
obligation in the past

For every rupiah of their assets they need to pay
* 2%, 3%, or 5% for domestic assets

Tax Amnesty Realisation

Assets Declaration
(Domestic and Abroad)

Tax Payer

Small and Medium

Income
Individual Tax Payer

IDR 868 Trillion
(USD55 Billion)

. % 6% % - . Large Income IDR 3.331 TriIIion
4%, 6%, or 10% for non-domestic assets individual Tax Payer (USD212 BiIIion)
4 Lesson learned &5 12,4%
LA, N o = 354%|
 High income individuals have a greater 54 L) el
ability to avoid or evade taxes. T3 132,5%
. ) 2 -8,1% 23.3%
« Tax authority collects better profile data 1 > /-
of taxpayers to increase the tax base and 0 - -
tax revenue 2014 2015 2016 2017 2018 2019

The personal income tax payments by participants of the tax
amnesty in the years before and after the tax amnesty period.
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' Harmonization of Tax Regulation (Law Number 7/2021)

Harmonization of Tax
Regulation is a shift from
the prior tax law. There

=

The highest tariff set from 30% to 35% for income above IDR 5
Billion (USD318,268.62) expected to be more progressive

are at least two articles
that emphasis tax
progression, especially
for individual

TAX LAW

\

Increase tax revenue by IDR 2.28T (USD144M),
about 2,63% of Individual tax revenue

Benefits in kind, which were formerly non-deductible expenses
for corporate tax and non-taxable income for individuals, now
deductible expenses for corporate tax and become taxable
income for individuals.

Individual tax for employees payable approximately increased by
IDR 4,05T (USD250M), about 3,5% of Individual tax revenue
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Rejection of Tax on Inheritance and Gift Law Proposal

« Another article that we should have included in the Law 7/2021 is about Tax on Inheritance and Gift

e » The proposal was rejected due to:
GE'QFT| » social and cultural sensitivity of tax on inheritances and gift for individual taxpayers
= there is no political will yet

=/ Proposed scheme
= P (-/-) Debt (-/-) Funeral Cost
Market value
(-/-) non-taxable asset
1.Worldwide Asset 1.Inheritance: “
2.Territorial Asset: a. Worldwide Asset: IDR50 billion Taxabl I Progessive Tax Rate
heirs of non-citizen foreign (USD 3,2 million) selmaEsialls (10%, 20%, 30%)
taxpayers non-Indonesian b. Territorial Asset: IDR5 billion
foreign taxpayers heirs (USD 320k)
2. Gift: IDR 1 billion (USD 64k)
A0Q
M ¥ Benchmark
Inheritan . S . Gift . A .
eritanc Vietnam Filipina Thailand Vietnham  Filipina Thailand USA Japan
e Tax Tax
System Inheritanc Estate Tax Inheritance Estate Tax Inheritance Subject Grantee Grantee Grantee Grantee Grantee
e Tax Tax Tax
0%/5%/10 p . . 5% . .
% rogressive Proggesswe Tax rate (based on grant Progressive Progressive
Tax rate ‘ 10% 6% Ao i 18/ooto 10/2)'[0 (after 10% 6% value) 18% to 40% 10% to 50% (6
(after deductions) depend on 40% 55% deductions) or genera| rate (12 brackets) brackets)
subject (12 bracket) (7 bracket) of income tax
Before Before Asset Asset
Taxing A inheritance A inheritance Asset Taxing transferred  transferre  Asset transferred sl FEE
. transferre . transferred . transferred Point - el o i to th t transferredto  transferred to
T d to heirs assets s to heirs asset s to heirs om one o e e the grantee the grantee
transferred transferred grantee grantee
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. Another Home Work 7

The progressive non-final rates of personal Number of Individual Tax Payers Individual Income Tax Contribution
iIncome tax appears to be on track, the group (Based on Income Bracket) (Based on Income Bracket)
of high income individuals contributes 12.00 - 9000% | ° 4,64.30% 70.00%
ianifi | | li 184.16% 80.00% | 60 / 60.00%
signiticantly to total personal income tax 10.00 \ 20.00%
00% | s 50.00%
revenue 8.00 60.00% 40 40,009
50.00% U
6.00 40.00% 30 30.00%
4.00 30.00% | 5 217,029 | 31>28% 20.00%
2,11.84% 20.00% L~
2.00 m 3220% 4 1 5190 11000% | 10 1340% . . 10.00%
] —_— —— 0.00% o mam 0.00%
1 2 3 4 1 2 3 4
Meanwhile, we have to do something about our final Number of Individual Tax Payers Individual Income Tax Contribution (Based
tax because it triggers regressiveness: (Based on Rate Group) on Rate Group)
* Lower rate group pay more 10.00 8000% O 1000
. 1,72.00% 4,58.00% 60.00%
* Higher rate group pay less \ 70.00% | 0 aade
800 60.00% / 50.00%
The following income are subject to final tax:. 6.00 50.00% = 15 40.00%
1. sales on shares on the stock exchange (0,1%) 40.00% 1 25 00% 30.00%
2. SME (0,5%) 4.00 20.00% 10 , > b 00%
3. Construction (1,75% s.d. 6%) 2,17.00% 20.00% 3,9.00% 20.00%
4. Land/Building sales (2,5%) 200 ) 3,7.00% ' 0> 27.00% 10.00%
. ! 4,4.00% 10.00% WO
5. Land/Building Rent (10%) B o [ | ]
: : o - 0.00% | 00 0.00%
6. Interest on Saving from cooperative (10%) : 5 3 4 : ) 3 4
7. Interest/Discount on Bond (10% to 20%)
8. Interest on Saving (20%)
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. Is the Net Wealth Tax the answer ?

— Require

* A Guideline either from UN Tax Committee
or OECD

- Simplification, Digitalization and better
Net Wealth TaX Regulation regarding tax base
4 Decrease Inequality level

Encourage Consumption
—— Challenge
& Capital Flight S

« Tax Heaven Countries
* Global commitment and agreement
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Thank You
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